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EXHIBIT 1 - ADMINISTRATIVE INTERROGATORIES

OEB STAFF INTERROGATORIES
1-Staff-1

Updated Revenue Requirement Work Form (RRWF) and Models

Upon completing all interrogatories from OEB staff and intervenors, please provide an updated
RRWEF in working Microsoft Excel format with any corrections or adjustments that the Applicant
wishes to make to the amounts in the populated version of the RRWF filed in the initial
applications. Entries for changes and adjustments should be included in the middle column on
sheet 3 Data_Input_Sheet. Sheets 10 (Load Forecast), 11 (Cost Allocation), and 13 (Rate
Design) should be updated, as necessary. Please include documentation of the corrections and
adjustments, such as a reference to an interrogatory response or an explanatory note. Such
notes should be documented on Sheet 14 Tracking Sheet and may also be included on other

sheets in the RRWF to assist understanding of changes.

In addition, please file an updated set of models that reflects the interrogatory responses.
Please ensure the models used are the latest available models on the OEB’s 2023 Electricity

Distributor Rate Applications webpage.
Response:

The following models have been updated and are filed with interrogatory responses:

Revenue Requirement Workform (“RRWF”)

— Filing Requirements Chapter 2 Appendices

— Cost Allocation Model

— Load Forecast Model

— DVA Continuity Schedule

— RTSR Workform



— Test Year Income Tax PlLs Model (“PILs Model”)

— LRAMVA Workform

— Tariff Schedule and Bill Impact Model

Table 1-0 Summary of COS Model Updates
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IR
Response Update Models Updated
OEB Pre-IR Borrect_ectj_ Gr(f)_ss Fixed_tﬁ_ssle:{ta \?Van écc?]mulated
PR epreciation figures within . Each were S
gfég't?g:]ﬂn understated by $23k and there is no impact on RRWF (May 26 version) - Tab 3
net assets.
OEB Pre-IR |Group 2 DVA disposition within DVA model DVA Continuity Schedule (May 26
Clarification |corrected from 24 months to 12 months, version)
Question-6 |consistent with Exhibit 9. Tariff Schedule and Bill Impact Model
Update to Low Voltage rates within Ch. 2
Appendices, consistent with rates provided in : C
OEB Pre-IR |Exhibit 8. Please note this revision was included | Cf} 22ppendices (May 26 version)
Clarification |in the May 26 version of the Ch. 2 Appendices
Question-10 |but not the May 26 version of the RRWF. The 'Fr{aFii\éngEhl%zg (a(r:1Cc)iSIt3icl)lf I%OV;%?M odel
revision is now included in the RRWF filed with P
interrogatory responses.
Load Forecast Model
Ch. 2 Appendices — 2-1B, 2-ZA, 2-ZB
Revision includes 2021 CDM savings from Cost Allocation — ‘I6 Revenue’ and ‘18
3.VECC-29 |2021-2024 CDM Framework within historic CDM Demand Data’
figures. Regressions were rerun based on this RRWF — Tabs 3 (revenue at current
revised data. rates) & 10
RTSR Workform — Tab 3
DVA Continuity Schedule — Tab 4
RRWF — Tab 3 (OM&A increase)
$26,800 increase to Regulatory OM&A (USoA#t | C%51 Alocation —increase to USoA%
4-Staff-61 5655), reflecting updated intervenor and OEB e O ) }
Assessment Costs. Chz._E Aép_)lp\)/lendlces 2-JA, 2-JB, 2-JC,
Updates to the LRAVMA workform for latest LRAMVA workform
4-Staff-76 prescribed interest rates and corrections resulting | DVA Continuity Schedule
from cell reference errors. Tariff Schedule and Bill Impact Model
Reduction to GS 50-999 kW Line Transformer Cost Allocation Model — Tab 18 Demand
7-VECC-59 |and Secondary figures in ‘18 Demand Data’ tab, Data
consistent with share of volumes receiving TOA. |RRWF - Tab 11
Correction to Oakville Hydro Network Service RTSR Workform — Tab 4
8-Staff-86 Charge ($3.4869/kW). Low voltage rates have Ch. 2 Appendices —2-ZB
been revised with updated RTSRs. Tariff Schedule and Bill Impact Model
Revised Pole Attachment Revenue Variance -
9-Staff-91 balance for $34.76 rate, with corresponding DVA Continuity Schedule

updates to Group 2 rate riders.

Tariff Schedule and Bill Impact Model
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Adjustments to Working Capital Allowance
figures stemming from updates noted in PILs Model

as noted Clarification Question-10, 3-VECC-29, 4-Staff-61, | RRWF — Tab 3 (Cost of Power)

and 8-Staff-86 have been updated in the models |Cost Allocation — USoA# 4705-4751
filed with interrogatory responses.

Distribution Rates have been updated in the

er above RRWEF, accounting for revenue requirement RRWF — Tabs 11 & 13
P updates noted above and the revised Load Tariff Schedule and Bill Impact Model
Forecast.
1-Staff-2

Letters of Comment

Following publication of the Notice of Application, the OEB received 38 letters of comment.
Section 23.03 of the OEB’s Rules of Practice and Procedure states that “Before the record of a
proceeding is closed, the applicant in the proceeding must address the issues raised in letters of
comment by way of a document filed in the proceeding.” If the applicant has not received a copy

of the letters or comments, they may be accessed from the public record for this proceeding.

Please file a response to the matters raised in the letters of comment referenced above. Going
forward, please ensure that responses to any matters raised in subsequent comments or letter
are filed in this proceeding. All responses must be filed before the argument (submission) phase

of this proceeding.
Response:

To address matters raised in the letters of comment, Milton Hydro has reviewed each letter filed
with the Ontario Energy Board (OEB), then identified key issues raised and developed
responses to address those issues. Milton Hydro will continue to monitor for subsequent

comments or letters that are filed and respond to any new matters accordingly.

Milton Hydro’s responses to key issues/questions raised in the letters of comment filed are as

follows:

1. How did Milton Hydro engage customers about their electricity needs and priorities to

build the foundation of the Application?
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Milton Hydro engaged customers through multiple approaches & platforms to understand their
current and future electricity needs and priorities, then incorporated feedback into their
investment planning. This customer engagement started in 2021 and included: telephone
interviews; online surveys promoted on Milton Hydro’s website, bill inserts, email and social
media (Twitter, Linkedln, Facebook); and a virtual webinar/online survey with commercial/
industrial customers. This multichannel approach enhanced customers’ accessibility to
participate in the engagement process and increased awareness of Milton Hydro’s investment
planning and COS Application. Milton Hydro accommodated customers’ preferences/needs for
participating in the online customer engagement survey by providing the option to receive a
paper copy of the survey and to have the survey narrated, when possible, by a Milton Hydro
employee who speaks their language. Input gathered from customers during the customer
engagement process was analyzed and incorporated into Milton Hydro’s strategic plan to deliver

safe, reliable electricity to customers in the most efficient way possible.

2. With many still struggling from the impacts of the COVID-19 pandemic and increasing
inflation rates, why has Milton Hydro decided to set the increase electricity distribution
rates for 20237

To ensure Milton Hydro has the resources needed to safely and reliably support the rapid growth
and electrification of the Town of Milton, as well as the future Distributed Energy Resources
(DERs) that will be available to customers, the total bill impact of 4.18% for residential
customers and 1.22% for GS <50 kWh customers, has been proposed for January 2023. These
numbers are specific to what Milton Hydro needs to safely deliver future-ready, customer-centric
services. The sooner Milton Hydro can address areas within the LDC that need improvement,
the sooner customers can receive the high value for money and benefits from those
improvements. Milton Hydro needs to make initial/incremental investments to achieve this for
their customers and has carefully budgeted investments to maximize the benefits for customers

while avoiding waste/future cost.

Milton Hydro understands that some customers have been impacted by the COVID-19
pandemic and increasing inflation, and that some are also worried about the cost of electricity.
To support customers most impacted, Milton Hydro plans to invest in external communications
to increase awareness of existing support programs and resources such as the Ontario Energy
Rebate (OER); the Low-Income Energy Assistance Program - Emergency Financial Assistance

(LEAP EFA); and Save On Energy programs, as well as future support programs/ resources
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available. Milton Hydro will continue to educate customers on available resources, energy
conservation, and customer choice.

3. How will Milton Hydro invest the increased rate revenue?

The increased rate revenue will be utilized in areas of Capital and Operations, Maintenance and
Administration (OM&A), to ensure Milton Hydro has the resources, capabilities and technologies
needed to provide customer-centric services. More specifically, Milton Hydro plans to invest in

the following areas to directly improve service to customers:

» Information technologies (i.e., new website/ cyber security/ TextPower/ Omni channel

platform)

* An in-house Control Room to monitor the electricity distribution grid, 24 hours per day

every day, to be able to respond quicker and more safely during emergencies/outages.
* Replacement aging fleet/ equipment

* Human Resources - to have an adequate number of staff with the needed technical and

job related skills to support the customer base
+ Community Relations (i.e., internal/external communications)

* Building renovations (i.e., relocating Customer Service Department to 1st floor, office

work spaces to accommodate for staff needed to provide services to customers)
4. How will customers directly benefit from Milton Hydro’s investment plan?

Some direct benefits customers will receive as a result of Milton Hydro’s investment plan

include:
* Frictionless access to information
* Abetter customer experience with a more seamless end-to-end customer experience
* Proactive outage communications

o Dedicated storm mode representatives (customer service) to manage phone

lines during emergency weather-related outages
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o New TextPower services offers two-way emergency outage notifications to
customers cellular phones
o New self-serve outage reporting options through Survalent and TextPower
» Improved reliability during extreme weather-related outages and during other times
» Decreased outage restoration times
* Increased awareness of electrical safety

* Enhanced protection of customers’ private information

1-Staff-3

Productivity

Ref: Exhibit 1, page 108 of 118

Question(s):

a. Milton Hydro described its Lean Six Sigma approach to productivity improvements.
Milton Hydro noted that productivity and efficiency improvements are a priority so that it
can minimize the employee head count growth expected with the forecasted population
growth. Please explain how productivity savings help with minimizing the employee head

count growth.

b. Please explain whether Milton Hydro has reflected any productivity improvements in its
proposed 2023 capital and OM&A budgets. If so, is that possible to quantify the

productivity savings?
Response:

a. The scope of Milton Hydro improvement initiatives can generate savings in the cost of
materials, but most initiatives will generate time savings and efficiency improvements.
Moving to Lean Six Sigma processes involves creating flow and quality which collectively

increases both productivity and efficiency'. Through Lean Six Sigma process

1Exhibit 1 subsection 1.9.7 Results Expected from Process Innovation Page 114 or 118.
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improvements Milton Hydro will experience productivity improvements utilizing better
scalable processes and systems that will allow for more economies of scale. Many of
Milton Hydro business processes are legacy processes that were established when
Milton Hydro was a small distributor and elements of the business processes are manual
and inefficient. As Milton Hydro’s customer base has grown, so has the amount of
manual work that takes more effort and time to complete. Milton Hydro needs to
transform itself and improve its business processes so it can effectively function as a
large distributor. Through Lean Six Sigma, Milton Hydro will create better and more
automated business processes that will enable it to have appropriate business
processes and systems adequately scaled for its current customer base and for the

growth in customer base expected.

. Initially the benefits of Lean Six Sigma will primarily be soft savings, having an indirect

financial impact. Implementation of new Lean Six Sigma business processes will enable
the elimination of no value activities so more time can be spent on high value activities to
improve quality and the overall customer experience. Hard savings benefits from
process improvements can potentially have a direct financial impact on the budget or
income statement of an organization depending on whether it is a steady state no growth
or high growth organization. Milton Hydro does not expect any hard savings as it is a
rapidly growing utility. If Milton Hydro was a steady state no-growth utility, then the
results of process improvements could potentially mean hard savings. This is not the
case for Milton Hydro. Milton Hydro has not reflected any reductions to its proposed
2023 Capital and OM&A budgets.

1-Staff-4

Exhibit 1 Subsection 1.9.7 Results Expected from Process Innovation Disallowed

Costs Relating to Building Cost

Ref:

Exhibit 1, page 32 of 118

Preambile:

In the current proceeding, Milton Hydro has brought the respective disallowed capital costs back

into rate base and the disallowed OMG&A costs back into the determination of revenue

requirement for 2023.
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Question(s):

a. Please specify the amount of disallowed OM&A costs that Milton Hydro is proposing to

bring back into the determination of 2023 revenue requirement.

b. Please provide a breakdown of the OM&A costs associated with the disallowed space
(e.g., property tax, gas, and electricity costs, etc.) that is included in the proposed 2023

revenue requirement.
Response:

a. Milton Hydro is proposing to include in 2023 revenue requirement $50,000 in OM&A
costs associated with the space that was disallowed in the previous cost of service

application.

b. The following summarizes the OM&A costs associated with the previously disallowed

space that will be fully utilized in 2023 and is included in 2023 revenue requirement:

Property Tax 16,500
Electricity 30,000
Gas 3,500

Total 50,000

1-Staff-5

Impacts from COVID

Ref: Exhibit 1, page 47 of 118

Question(s):

a. Please clarify if Milton Hydro has included any costs resulting from COVID in its planned
2022 and 2023 capital and OM&A budgets

Response:

a. Milton Hydro has not included any costs resulting from COVID in its planned 2022 and
2023 capital and OM&A budgets.
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1-Staff-6

Achieved ROE

Ref: Exhibit 1, page 86 of 118

Preamble:

The average achieved ROE over 2016-2018 was approximately 9.9%, the average achieved
ROE over 2019-2020 was approximately 6.8%.

Question(s):
a. Please explain drivers for the lower achieved ROE in recent years.
Response:
a. The following Table 1-1 provides a summary of ROE for the period 2016 to 2020.

Table 1-1 ROE 2016-2020

2016 2017 2018 2019 2020
Achieved ROE 9.87% 9.45% 10.45% 6.74% 6.86%
Deemed ROE 9.19% 9.19% 9.19% 9.19% 9.19%
Difference - ROE 0.68% 0.26% 1.26% (2.45%) (2.33%)

The lower achieved ROE for 2019 relative to the deemed ROE for 2019 was primarily
attributable to: (i) lower regulated net income corresponding to higher income taxes of $700K
mainly due to tax reassessments by the Ministry of Finance related to a PILs audit completed for
the 2015-2016 tax years; (ii) higher depreciation expenses of $800K, increasing at a higher rate
than distribution revenue received resulting in reductions to net income; and (iv) with the

remainder relating to offsetting lower spending in OM&A in 2019.

The lower achieved ROE for 2020 relative to the deemed ROE for 2020 was primarily
attributable to: (i) higher than anticipated losses on disposal of property, plant and equipment in
2020 of $500K; (ii) higher depreciation expenses of $900K, increasing at a higher rate than
distribution revenue received resulting in reductions to net income; and (iii) with the remainder

relating to offsetting lower spending in OM&A in 2020.
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1-Staff-7

Efficiency Assessment

Ref: Exhibit 1, page 94 of 118

Question(s):

a. Please update the Benchmarking Forecast Model (in Excel) with forecast efficiency
assessment for 2024 and 2025.

Response:

a. An updated Benchmarking Spreadsheet is provided as 1-Staff-7 Benchmarking Forecast
Model. Assumptions used to forecast figures beyond the test year are provided in the
2024-2025 Assumptions’ tab in the model. Capital additions are consistent with the DSP,
OM&A is escalated by forecasted budget escalation as per Attachment 1-2 of Exhibit 1,
Customer growth is based on the geometric mean of the Ten-Year Customer Growth
Percentage already included in the model, and load is escalated by Forecast non-
coincident peak growth from page 32 of the DSP. See Table 1-2 below for updated
benchmarking results for 2020 to 2025 results.

Table 1-2 Summary of Cost Benchmarking Results 2020-2025

Summary of Cost Benchmarking Results
Milton Hydro Distribution Inc.

2020 2021 2022 2023

(History) (History) (Bridge) (Test Year)
Cost Benchmarking Summary
Actual Total Cost 28,104,237| 29,643,755| 32,208,382| 35,292,633| 36,722,420 37,734,796
Predicted Total
Cost 35,615,113| 37,518,281| 41,203,996 | 43,975,949| 47,589,580 51,306,547
Difference (7,510,876)| (7,874,526)| (8,995,614)| (8,683,317)( (10,867,159)| (13,571,751)
Percentage
Difference (Cost -23.7% -23.6% -24.6% -22.00% -25.92% -30.72%
Performance)
Three-Year Average Performance -24.0% -23.40% -24.18% -26.21%
Stretch Factor Cohort
Annual Result | 2 2 2 2 1 1
Three Year Average 2 2 2 1
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1-Staff-8

PB

Ref: Exhibit 1, pages 99-101 of 118

Preamble:
The OEB issued an updated APB report dated April 29, 2022 with 2020 results included.
Question(s):

a. Please discuss Milton Hydro's year-over-year performance for each of these APB indices
with 2020 results.
Response:
In Table 1-3 below, Milton Hydro Provides a 2020 vs 2019 year-over-year comparison of

performance for each of the APB indices.

Table 1-3 2020 vs 2019 APB Index Comparison of Milton Hydro Data with Industry

Averages

Change in

2020 Milton 2020 2019 Milton 2019 Milton Hydro

Hydro Industry % of Hydro Industry % of Unit Cost

Unit Cost Index Average Average Average Average Average Average Performance
Billing O&M S 38|S 36 105 %| $ 39S 36 107 % (1)%)
Pole Maintenance O&M 29 11 270 %| 29 14 208 %| 62 %)
Lines O&M 812 1,814 45 % 1 1 55 % (10)%
Meter O&M 17 20 85 %) 17 20 85 % — %
Vegetation Management O&M 40 35 114 %] 33 35 94 % 21 %
Station Maintenance O&M 6,443 68,109 9 % 11649 23981 49 % (39)%
Poles, Towers, and Fixtures Capex 7,758 7,523 103 % 98 124 79 % 24 %
Stations Capex 109 223,325 — % 82 54092 — % — %
Line Transformer Capex 11,817 10,970 108 %) 43 28 154 % (46)%|
Meter Capex 33 13 249 % 31 12 252 % (3)%

Milton Hydro’s performance in 7 of the 10 APB Indices improved in 2020 vs 2019, and it’s
performance declined in three of the 10 APB Indices. Milton Hydro plans to investigate the
significant variations from the industry mean in its APB indices. As outlined in Exhibit 1,
subsection 1.2.6.2., Milton Hydro has developed a detailed “bottom up” budget while

providing additional attributes of data such as: business unit; account group to describe the
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activity or nature of the cost (i.e. Outside Service Provider, wages and salaries); and units of
measure (where applicable). Leveraging the capital investments in process automation
tools (Attachment 2-2 Milton Hydro DSP_2023-2027), Milton Hydro will extract the data and
deliver insightful analysis to understand the drivers of cost. Lean Six Sigma principles will

be applied with the aim at continuously improving processes.

Milton Hydro is a member of the Utilities Standards Forum (USF), GridSmartCity (GSC), and
the Electricity Distributors Association (EDA). Collaboration will be facilitated through these

cooperatives to meet all regulatory requirements inclusive of the activity based benchmarks.

1-Staff-9

Benchmarking

Ref. Exhibit 1, page 105 of 118

Question(s):

a. Please compare Milton Hydro's Net PPE per customer with same comparators included
in Table 1-29 for the period of 2016-2020 using OEB yearbooks.

b. Please compare Milton Hydro's 2022 monthly service charge for residential customers

with same comparators included in Table 1-29.
Response:

a. The following Table 1-4 shows Milton Hydro’'s PP&E Cost per Customer for the Mid-Size
GTA & Other Medium-High Undergrounding comparators. In 2016, Milton Hydro ranked
6th highest of 17 electricity distributors compared against. From 2017 to 2020, Milton
Hydro ranked 7th highest consistently across the four-year period. A contributing factor
to ranking high regarding PP&E Cost per Customer relates to Milton Hydro’s being a fast
growth utility. Due to high growth, Milton Hydro has proportionately more newer and
higher cost assets on the balance sheet reflective of current market prices which would

therefore increase Milton Hydro’s overall PP&E per Cost per Customer.
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Table 1-4 Net PP&E per Customer

Net PP&E Per Customer*

Mid-Size GTA & Other Medium-High & Undergrounding 2017 2018 2019

Bluewater Power Distribution Corporation 1,583 1,666 1,789 1,971 2,108
Brantford Power Inc. 1,646 1,700 1,738 2,145 2,328
Burlington Hydro Inc. 1,829 1,938 1,745 2,184 2,296
Energy+ Inc. 2,676 2,819 2,673 3,008 3,101
Entegrus Powerlines Inc. 2,023 2,106 1,956 2,167 2,279
Essex Powerlines Corporation 1,737 1,928 1,831 2,118 2,193
Greater Sudbury Hydro Inc. 1,754 1,840 1,935 1,997 2,103
Halton Hills Hydro Inc. 3,004 3,384 4,142 4,681 4,780
Kitchener-Wilmot Hydro inc. 2,374 2,455 2,191 2,666 2,784
Milton Hydro Distribution Inc. 2,490 2,545 2,240 2,761 2,829
Newmarket-Tay Power Distribution Ltd. 1,825 2,737 2,040 2,885 2,906
Niagara Peninsula Energy Inc. 2,413 2,468 2,542 2,602 2,685
Oakville Hydro Electricity Distribution Inc. 2,700 2,757 2,475 3,107 3,304
Oshawa PUC Networks Inc. 1,745 1,856 2,039 2,150 2,289
PUC Distribution Inc. 2,615 2,752 2,795 2,847 2,979
Synergy North Corporation** 1,988 2,079 2,171 2,368 2,429
Waterloo North Hydro Inc. 3,644 3,667 3,730 4,280 4,377
Peer Group Average of Distributors 2,238 2,394 2,355 2,702 2,810
Peer Group Average Excluding Milton Hydro 2,222 2,385 2,362 2,699 2,809

*Source: 2016-2020 OEB Electricity Distributors Yearbooks

**Source: Data for predecessor utilities aggregated for the 2016-2019
period

b. The following Table 1-5 shows Milton Hydro’s 2022 monthly service charge for residential
customers, compared to the Mid-Size GTA & Other Medium-High Undergrounding
comparators. Milton Hydro’s Residential Service Customer Charge ranks 9th lowest of

17 electricity distributors with respect to the 2022 calendar year.
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Table 1-5 2022 Monthly Service Charge - Residential Customers

Variance Compared

Mid-Size GTA & Other Medium-High & Undergrounding Monthly Service Charge to Milton Hydro
Bluewater Power Distribution Corporation $34.18 14.39 %
Brantford Power Inc. $27.84 (6.83)%
Burlington Hydro Inc. $29.12 (2.54)%
Energy+ Inc. $29.78 (0.33)%
Entegrus Powerlines Inc. $28.70 (3.95)%
Essex Powerlines Corporation $28.66 (4.08)%
Greater Sudbury Hydro Inc. $31.01 3.78 %
Halton Hills Hydro Inc. $39.43 31.96 %
Kitchener-Wilmot Hydro inc. $23.66 (20.82)%
Milton Hydro Distribution Inc. $29.88 — %
Newmarket-Tay Power Distribution Ltd. $33.12 10.84 %
Niagara Peninsula Energy Inc. $36.37 21.72 %
Oakville Hydro Electricity Distribution Inc. $31.19 4.38 %
Oshawa PUC Networks Inc. $26.58 (11.04)%
PUC Distribution Inc. $33.72 12.85 %
Synergy North Corporation $26.40 (11.65)%
Waterloo North Hydro Inc. $33.71 12.82 %

*Source: 2022 Board Approved IRM Applications

1-Staff-10

Implementing the Green Button Initiative

Ref: OEB Letter dated November 1, 2021

Preamble:

Distributors are required to implement Green Button by November 1, 2023. The OEB has
approved the establishment of a generic deferral account for rate regulated distributors to record

the incremental costs directly attributable to the implementation of the Green Button initiative.
Question(s):

a. Please provide Milton Hydro’s current progress of implementing the Green Button

Initiative.

b. Please clarify if Milton Hydro has recorded any incremental costs directly attributable to

the implementation of the Green Button initiative in the generic deferral account.
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c. Please confirm Milton Hydro has not proposed any capital or OM&A costs associated
with the implementation of the Green Button initiative for the 2022 bridge year and the
2023 test year.

Response:

a. Milton Hydro has started discussions with two vendors who are working on solutions for
the Ontario market. Based on these discussions it is our understanding the Ontario
Green Button Technical Working Group is still working on the Ontario specific technical
requirements. Once the requirements have been fully developed, we will start the
process of vendor selection and implementation. Milton Hydro’s expectation is that the
vendor will be providing a complete solution that will require no additional work expect

for registering with the Green Button Alliance (GBA) for certification and testing.

b. Milton Hydro has not recorded any incremental costs directly attributable to the

implementation of the GB initiative.

c. Milton Hydro has not included any Green Button Costs in either the 2022 Bridge Year or
in the 2023 Test Year revenue requirement calculation. As Milton Hydro has not included
any one-time or ongoing Capital or OM&A costs associated with the Green Button
initiative in its test year, Milton Hydro proposes a deferral account to capture the revenue
requirement amounts associated with one-time or ongoing capital or OM&A costs
associated with the Green Button initiative. The generic account approved the OEB is
not adequate for Milton Hydro given no Green Button costs have been included in its
revenue requirement and the generic account that was approved by the OEB can not be

used to record ongoing costs associated with the Green Button initiative.

SCHOOL ENERGY COALITION

1-SEC-001

[Exhibit 1, p. 9, 98]

The Application describes in some detail the shift in goals from being a “low-cost distributor” to

being a “larger-sized distributor”:

a. Please confirm that this means de-emphasizing the former goal of being “low-cost”.
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b. Please quantify if possible the cost savings that the Applicant believes have to be set

aside in order to achieve this shift.
c. Please identify stakeholder input that supports this shift.

d. Please quantify the improved outcomes customers will experience as a result of de-

emphasizing the low-cost goal.
Response:

a. The preamble above mischaracterizes the information on the record. In particular, Milton
Hydro does not describe its shift from being a “low-cost distributor” to a “larger-sized
distributor”. Instead, Milton Hydro introduces its new strategy, known as Milton Hydro
2.0, whose goal, among others, is a maturation in its business capabilities to being a
high value for money distributor. The refinement of focus is to ensure that Milton Hydro
continues to be agile and responsive to its customers while constantly focusing on
improving service availability. As the Town of Milton has continued to grow as a
community, the number of businesses, residences and critical infrastructure that Milton
Hydro services has grown substantially and is forecast to grow for decades to come. As
every growing business experiences, there comes a transition where the methods of the
past become too manual, cumbersome and too generalized to properly manage the
business as it continues to grow. As Milton Hydro continues to try to scale its capabilities
to meet this growing demand, fundamental investments are necessary to enable the
long-term responsiveness, availability and safe operations. Chronic underinvestment in
people, systems and processes may serve to keep prices down, however the long-term
effect is an erosion in service quality, responsiveness, safety and asset condition which
Milton Hydro’s customers have indicated are very important. Aimost 80% of customers
surveyed indicated that the systems that address these issues are important or very
important. Milton Hydro is attempting to balance the cost of these investments and the
value they provide inside the growing utility. Milton Hydro has grown and is considered to
be a large-size distributor according to the Ontario Energy Board, which states that a
utility with a customer base of 30,000 or more customers is a large distributor®. Although
Milton Hydro is now considered to be a large-size distributor, its systems and business

processes are scaled to those of a small-sized distributor. As a result, Milton Hydro

2 OEB letter dated April 18, 2022, 2023 Cost of Service Filing Requirements.
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needs to enhance its systems and business processes to meet today’s needs and
requirements of the utility and its customers while at the same time ensuring that those
systems and processes are designed to the highest degree of efficiency and productivity.
This will in turn allow Milton Hydro to provide its customers with the highest value for
money. The requested change in rates quantify the investments that Milton Hydro is
required to make now, to maintain or improve its services. The drivers are highlighted on

the previous answer.

As described in part (a) above, the notion of the question is incorrect. Milton Hydro has
provided its business plans, operating costs and capital costs requirements in support of
the revenue requirement. Milton Hydro’s rate application is the reflection of its business
plans, and costs that are required to provide safe and reliable service to customers. This
also includes efficiencies and productivity initiatives that will eventually result in cost

savings to the customers as follows:

i.  proportionately less staff required in the long term as improved process and

automated systems replace manual methods,

i. data and insights to guide Milton Hydro’s maintenance plans for improved
operational availability,

iii. Less waste as follows:
1. less economic loss for our customers by improved service availability,
2. less time and resource wastage from process re-engineering,
3. better insight to workforce efficiency,
4. better planning tools for more informed decisions,
5. streamlined communications, and
6. less rework.

Decision Partners performed customer engagement for Milton Hydro, in Exhibit 1, page
79 of 118 customers were surveyed regarding their opinions regarding the

appropriateness of Milton Hydro’s spending plans. With respect to appropriateness of
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Milton Hydro’s Capital Spending Plans, over 75% of all customers rated that Milton

Hydro’s level of appropriateness of spending in all categories were either very

appropriate or somewhat appropriate. With respect to appropriateness of Milton Hydro’s

OM&A spending plans, 71.4% of customers rated that Milton Hydro’s level of

appropriateness of spending was either very appropriate or somewhat appropriate.

Looking at overall spending plans, when customers were asked how appropriate they

think the proposed level of spending is, 68.4% of customers rated that Milton Hydro’s

level of appropriateness of spending was either very appropriate or somewhat

appropriate. This demonstrates strong support from Milton Hydro’s customers with

regards to the proposed plans in the application.

d. Customers will receive the following improved outcomes:

Improved service availability, through reduced outage duration and frequency
Enhanced safety practices
Improved customer engagements and satisfaction

Better communication through education and engagement through more modern
social media platforms, eg. electricity safety, conservation, support programs and

other energy updates
A new website with live chat with customer service

To establish additional baseline information for customer satisfaction and improve
upon score over time, i.e. systems that support exit surveys and are able to
collect Customer Sentiment and Net Promotor Score is one method under

consideration

Improved communication for both general information and outage information by

text regarding outage notification and outage duration

Through Omni-Channel engagements provide more choice to customers

regarding their communication platform

Through customer survey tools, continue to improve service to customers, using

a net promoter score and voice of the customer initiatives
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* Improved customer service from field crews through better technology with field
crews enabled real time and actionable information, more information shared with

customers during extreme weather events

* Improved customer service through tools to customer service representatives to

communicate with customers about power outages

* Improved overall end-to-end customer interaction/customer experience from an

enterprise journey perspective

» Through operational excellence, minimized errors or issues to improve overall

customer experience

* Using Lean Six Sigma, through better accountability and processes, to achieve

an improved operational response.

* Improved accessibility to customer service department by relocating from 2nd

floor to 1st floor.

+ Enhanced focus on safety through hiring full time safety resources and real-time
field data

* Real-time insight of power to critical infrastructure such as police, fire and

hospital facilities as well as other large critical customers

* Milton is a large logistics hub, Milton Hydro will be able to better support

electrification of transportation and fleets

* Improved financial insight for cost control

1-SEC-002

[Ex. 1, p. 12] Throughout the Application the Applicant emphasizes the fast growth of the

customers in its service territory, and the cost pressures that are resulting from that growth

a. Please confirm that the chart below correctly represents Slide 15 of the Applicant’s
presentation to the OEB in EB-2015-0089.
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Please re-do this chart and table with actuals to date, and current Milton Hydro forecasts
for 2026 and 2031.

Please explain the cost and revenue impacts of the Applicant planning in 2016 for a

population that would have been 21.6% higher than what actually arose.

Please confirm that the OEB, in its EB-2015-0089 Decision, and based on this

population growth evidence, still determined [at page 43] “The amount of office space

that Milton Hydro created exceeded its reasonable requirements over the planning

horizon.”

Please explain what has changed that would result in a much lower level of population

and customer numbers increasing the “reasonable requirements” of the Applicant at this

time.




Milton Hydro Distribution Inc.
EB-2022-0049

Interrogatory Responses
Page 31 of 301

Filed: July 25, 2022

Response:

a. Milton Hydro confirms that the chart provided in part (a) of 1-SEC-002 represents Slide
15 of Milton Hydro’s presentation to the OEB in EB-2015-0089.
b. Chart and Table 1-6 updated below:

Population Growth
Halton Region
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Table 1-6 Population Growth 2006 - 2031
2006* 2011* 2016** 2021* 2026  2031***
Burlington 164,446 173,761 183,314 186,948 198,448 209,948
Oakville 165,529 | 174,780 193,830| 213,759| 242,759 271,759
Halton Hills 54,978 56,066 61,161 62,951 71,451 79,951
Milton 53,938 88,438 110,128 132,979 157,479 181,979

*Milton Hydro’s OEB Presentation (EB-2015-0089)

**Statistics Canada

***Exhibit 1, Table 1-1 ‘Population Growth - Halton Region Integrated Growth Plan**’

In the absence of population data for 2026, Milton Hydro extrapolated the 2026 forecast

population figures based on an assumption of equal incremental annual growth in

population for each LDC, between 2021 and 2031.

c. The actual population in 2016 of 110,128 is 12% lower than the forecast 2016 population

of 124,645 per the chart provided in question a.

Notionally, with respect to Revenue impacts; Milton Hydro’s customer base and load

forecasts for the 2016 test year would have been informed by the expected population

growth. Lower population from what actually arose, would cause impacts to revenue as

follows:

Lower population growth than expected would cause the 2016 test year customer

base and load forecasts to be overstated,

The result of over-stated customer base and load forecasts would be to cause

the denominator quantities used in the calculations of the fixed and variable

distribution rates to be overstated,

Overstated denominator quantities in the rate design calculations would have

caused the fixed and variable rates to be understated, and

Understated fixed and variable rates would have caused lower revenue for Milton

Hydro in the 2016 test year, and the entire IRM period, as the 2016 test year

fixed and variable rates are the starting point for establishing the annual IRM

rates annually.
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Notionally, with respect to cost impacts. Lower revenue due to understated fixed and
variable distribution rates would cause lower Regulated ROE, if unable to take spending

containment measures.

In 2016 Milton Hydro’s customer base was lower than the customer base used in rate

design, the notional impacts described above occurred for Milton Hydro®.

In 2023, although Milton Hydro was informed by Halton Regions population data
projections for planning purposes, it did not rely on Halton Regions population
projections data. Milton Hydro retained a third-party growth study report conducted by
Glen Schnarr Associates Inc. (GSAI)*. GSAIl is a long-established urban planning
consultancy firm. Their expertise focuses on planning residential, commercial, industrial,
institutional, and recreational development projects. Milton Hydro relied on the GSAI
report to establish its 2023 test year customer base. Milton Hydro recognizes that the
Halton Region growth projects for the town of Milton are very optimistic, and past
projections have not materialized. However, irrespective of the projections, based on
historical growth, from 2016 to 2021 the Town of Milton was the fastest growing
community in Canada with a population of over 100,000. In addition, in response to 1-
SEC-20 Milton Hydro provides Table 1-8 showing a comparison of the growth of all
distributors from 2005 to 2020 which shows that Milton Hydro has been the fastest
growing distributor in the province with growth during the 15-year period of over
107.58%, more than doubling the size of its customer base. The next fastest growing

utility grew significantly less, by 39.79%.

Milton Hydro’s request for revenue requirement in 2023 will enable it to have the
resources that it needs in 2023, to transform itself so it has the systems, processes, and
staffing to operate the business currently. Its current digital systems are outdated, its
business processes are disjointed, include many manual elements, and are inefficient.
The business processes and systems it currently uses were adequate when it had a
smaller customer base. But these processes are no longer adequate, and for Milton
Hydro to be a sustainable business, it needs to implement its Milton Hydro 2.0 Strategy

and its 2023 business plan.

3 Milton Hydro’s 2016 year-end actual metered customer base was 36,804, in its 2016 Cost of Service Rate
application, in its load forecast it forecast the 2016 year-end metered customer base to be 37,461. Milton Hydro’s
forecasted customer base in 2016 was overstated by 657 customers.

4 Exhibit 2, Attachment 2-2, Appendix G. GSAI Projected Growth Analysis Study (2021)
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d. Milton Hydro confirms that in the EB-2015-0089 Decision (pg. 43) the Board said “The
amount of office space that Milton Hydro created exceeded its reasonable requirements
over the planning horizon.”, however Milton Hydro cannot confirm that this statement
was "based on this population growth evidence" as stated in the interrogatory. Milton
Hydro cannot speak to the specific rationale supporting the Board's Decision, however it
is understood that there were other factors that the Board would have considered such
as the number of FTE's and operational requirements over the planning horizon. Since
the time of the Board's Decision Milton Hydro has experienced and is expected to
continue experience FTE growth over the planning horizon and increased operational

needs for space.

e. Milton Hydro’s requirements have grown. As its customer base has grown, its operational
requirements have grown, and its number of FTE’s have grown to support its customer

base.
1-SEC-003
Ex. 1, p. 17
The Applicant refers to information from PwC:

a. Please confirm that this “study” refers to Appendix F to the Distribution System Plan,
Attachment 2-2.

b. Please confirm that the said study has been replaced by the PwC Summary filed May
25, 2022.

c. Please identify where in the PwC summary is the source of the claims of 25% of peak

demand increase, and the analysis and support for that claim.

d. If the PwC Summary does not provide full detailed support for the peak demand claim,
please provide the basis on which the Applicant alleges that electrification of
transportation will increase peak load. Please include in your analysis both the charging
requirements, and timing of those needs, and the peak-shaving or load-shifting

capabilities of EVs.
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Response:

a. This study does not refer to Appendix F of the Distribution System Plan, Exhibit 2
Attachment 2-2. It relates to the Accelerating Canada’s electric vehicle transition

information published by PwC®.
b. The study referenced is unrelated to the PwC IT roadmap.
c. See reference to PwC webpage for information regarding the 25% increase to demand.

d. The reference is completely unrelated to the PwC reference noted in response to part a

of the question.
1-SEC-004
Ex. 1, p. 20

With respect to the expected outcomes of the sustainability initiative, please provide details,
including quantitative goals and measurement metrics, for each of the following claimed

outcomes:
a. “Reduce carbon emissions in the Company’s business”.
b. “Develop accurate and actionable data”.
c. “Reduce costs”.

Response:

a. Milton Hydro currently has not quantified goals and measurement metrics for reducing
carbon emissions in the Company’s business outcome. Milton Hydro supports and will
continue to support all internal and external initiatives for reducing carbon emissions,
including but not limited to fleet electrification, efficient tools/equipment/assets, DERs

and renewable/sustainable generation projects.

b. As new systems are brought online, the data from them will be managed in conjunction

with data from all existing systems. Cross system data will eventually be managed by

° https://www.pwc.com/ca/en/industries/automotive/publications/accelerating-canadas-electric-vehicle-transition.html
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Business Intelligence (BI) tools that will enable advanced analytics to help manage an
efficient and effective organization with the potential for new and innovative metrics.
Actionable data will come from a wide variety of information from a variety of systems

including:

i.  Customer data from Customer Information System (CIS), website, portal, outage

management and metering systems;

ii. Integrated Financial data from Enterprise Resource Planning System (ERP),

planning and analytics systems;

iii. Field operations from Geographic Information System (GIS), Outage

Management System (OMS) and asset tracking systems;

iv.  IT/Security systems from Mobile Device Management (MDM), Security Operating

Centre (SOC) for cyber, network, helpdesk, asset trackers and others; and

v. People management, payroll, time tracking and personnel data from the Human

Resource Information System (HRIS).

Combining data from these disparate sources will provide Milton Hydro with much better
data, never combined before in an automated fashion, to produce accurate and
actionable data that will not only improve outcomes for the sustainability initiatives, it will

help reduce risk and create actionable data for a wide variety of decisions and activities.

c. Costs can be reduced by combining systems and improved processes to produce
efficiencies. Also better data and analytics can lead to more informed decisions that can
lead to cost savings. Access to data closer to real time also allows decision makers to

make informed decisions leading to better outcomes and reducing rework and waste.
1-SEC-005

[Ex. 1, p. 22, 23]

The Applicant describes benefits associated with the change in communications strategy to
include multiple platforms, including reducing the costs of the call centre. Please provide a table

that shows, for each year from 2021 to 2027, the expected costs of the change in
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communications strategy, and the expected cost savings that will result. If the costs exceed the
savings, please quantify the beneficial outcomes that ratepayers will enjoy over and above the

cost savings.
Response:

The updated communications strategy and platforms are intended to provide many benefits to
Milton Hydro’s customers that include future cost avoidance, increased operating efficiencies
from an integrated communications platform, improved response and communications
capabilities for large outages and development of baseline communications content for
proactive communications. These benefits are difficult to quantify. By investing into an integrated
OMNI channel platform, Milton Hydro will be able to avoid the future costs of upgrading its
inbound call capacity, call overflow and platform upgrades while adding resiliency by integrating
and installing these functions into the cloud. Concurrently, Milton Hydro will be able to better use
data and technology to proactively address and communicate common customer concerns and
questions, thereby reducing call centre volumes resulting in the avoidance of adding additional
Customer Service Representatives (CSR’s). In the event of large outages and storm situations,
the communications strategy would allow for consistent and integrated inbound and outbound
communications across all communications channels (voice, email, social media and SMS).
Customers would avoid the ‘fast busy’ that customers sometimes receive due to Milton Hydro’s
limitations with its current platforms and capacity. The underinvestment in the current platforms
sometimes results in customers not being able to contact Milton Hydro when needed the most.
Updating Milton Hydro’s communications strategy and platforms will provide actionable data for
Milton Hydro to continue to refine and improve its communications leading to efficiencies and

customer satisfaction.

Table 1-7 outlines the expected costs of the new communications strategy which are included in

the DSP and operating programs (Software License).

Table 1-7 Communications Strategy Costs

Description 2021 2022 2023 2024 2025 2026 2027 Total
OMNI Channel maintenance (OpEx) —| 30,750 32,288 | 33,902| 35,597 | 37,376| 37,377 | 207,290

OMNI Channel (Capital) 105,990 — — — — — — | 105,990
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1-SEC-006
Ex. 1, p. 23

The Applicant advises that one of its risks is “customer loss and stranding of assets as has
happened in the wireline telecommunications business”. Please provide an explanation as to
how the situation of Milton Hydro is similar to the former incumbent local exchange providers in

telecom.
Response:

Similar to ILEC (Incumbent Local Exchange Carriers) and incumbent cableco’s, Milton Hydro is
a facilities-based services provider whose business is based on placing wires to a home and
delivering a service over those wires. While the services delivered ‘over the wire’ by the
incumbent telco’s is different, the fate of how utility wires are used over the coming years and
decades will be driven by innovation within the market. Throughout the past 20 years, the
telecom incumbents faced increasingly disruptive innovation where their monopoly status that
was derived from being a ‘wires’ company was significantly eroded by replacement services,
cancellation of services or consumption of what was a monopoly service now offered on a
competitive basis with alternative delivery mechanisms such as cell phones, broadband and
content streaming. Customer options evolved that either bypassed the wire (cord cutting), or
minimized the value that could be derived from the wires (over the top content consumption).
According to statista, Network Access Services from Bell dropped from 7.1 million subscribers in
2014 to 2.3 million subscribers in 2021, representing a significant erosion of landline services®.
Furthermore over-the-top streaming services continues grow at a compounded annual growth

rate of over 10%, replacing the once lucrative cable TV business’.

Non traditional competitors have entered into what was once a monopoly or duopoly based

market and caused competitive disruption to the incumbents.

Milton Hydro’s reference indicates that Grid defection may or may not be a reality in coming
years, however Milton Hydro wants to ensure that it learns the lessons of the telco market.
Similar and substantial innovation disruption within the electricity sector may threaten to strand

Milton Hydro’s wires in a similar fashion should the technology and economics enable this. If

6 https://www.statista.com/statistics/484492/bell-canada-wireline-subscriber-breakdown/

! https://www.statista.com/outlook/amo/media/tv-video/ott-video/canada#revenue
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customers have the choice to go off grid, and if Milton Hydro’s customers had their service
removed, then Milton Hydro’s assets would be stranded similarly to what happened in the

telecom industry. Milton Hydro is attempting to be proactive should this competitive threat arise.
1-SEC-007
Ex. 1, p. 23

With respect to the expected outcomes of the “customer-centric” initiative, please provide
details, including quantitative goals and measurement metrics, for each of the following claimed

outcomes:
a. “Improved service availability”.
b. “Improved customer engagements and satisfaction”.
c. “Reduce load on call centre”.

Response:

a. The standards of measurement for service availability in the LDC industry are System
Average Interruption Duration Index (SAIDI) and System Average Interruption Frequency
Index (SAIFI) — measures of how often and how long the services are not available to
Milton Hydro’s customers. Management tracks these indices on an ongoing basis and
always compares the current year vs the 5 year average, as well as the best and worst
years within these periods. The goal of Milton Hydro is to continually be improving its 5
year average to provide ongoing improvements on the availability of Milton Hydro’s
service. Furthermore, continuous improvement on the 5 year average is one of the
balanced scorecard measures that management has financial incentive. The way that
Milton Hydro is improving these measures is through establishing a 24/7 control room,
which will allow Milton Hydro to have better visibility to its distribution system, and will be
able to dispatch crews quicker, and isolate faults quicker, and reduce outage durations
for customers as well as investing in distribution system assets that allow for more
insight, visibility, operational flexibility and more granular isolation, thus enabling the

control room to provide faster and larger service restoration from outages.
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b. Milton Hydro has not traditionally established ongoing customer satisfaction goals or exit
surveys after customer interaction. It currently does not have the platforms to enable this
feature. However as part of the overall investment strategy in customer support systems,
Milton Hydro plans to launch a Net Promoter Score(NPS) survey at the end of customer
transactions to 1) establish a baseline of customer satisfaction and 2) Improve on that
baseline over time. While there are not any readily available Canadian comparators,
Milton Hydro is looking to some of its American counterparts to establish a relative

baseline of customer satisfaction based on NPS8,

Through mapping out the end-to-end customer experience and installing platforms that
are able to provide meaningful and actionable data, Milton Hydro will gather rich data
from customers to make continuous improvements to its customer interactions, to

improve customer satisfaction measured through the NPS score on an ongoing basis.

c. Milton Hydro’s customer systems and the data derived from these systems are currently
quite basic. By capturing trends in inbound customer inquiries and providing detailed and
proactive outbound communications (social, text, website, automated calling) in outage
and storm situations, Milton Hydro believes it will be able to improve its customer
communication, while at the same time managing an improved and tailored experience
through the contact centre. Recent weather events have highlighted that Milton Hydro
needs to consolidate and improve its communications systems through an omni-channel
approach to provide customers more accurate and timely information about their
services. Measures include reduced call volume within the contact centre, elimination of
fast busy signals during high call volume (i.e. outages) and increased usage on
automated systems such as Milton Hydro’s Outage Management System and its outage

to text service.
1-SEC-008
Ex. 1, p. 25

Please advise whether the references to “enterprise” and to “entire organization” refer to the

Applicant, Milton Hydro Holdings and its subsidiaries, or the Town of Milton.

8 https://customer.guru/net-promoter-score/industry/utilities-gas-and-electric
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Response:

The references to enterprise and entire organization refer only to the Applicant.

1-SEC-009

Ex. 1

. 26

With respect to the IT budget and strategy:

Please provide a copy of the most recent IT Roadmap or Strategy, or similar document
including detailed IT budget, prior to the PwC Roadmap and Strategy referred to in
Appendix F of the DSP.

Please identify and quantify the changes in strategy between the previous plan and the

one presented in this Application.

Response:

a.

There is no comprehensive and consolidated IT Roadmap or Strategy that was produced
before the PwC report. The PwC Roadmap and Strategy is the first of its kind that Milton
Hydro has had conducted. The report reinforces the need for the proposed new systems

required to enable the Digital Transformation of Milton Hydro.

Earlier IT investments were based on a piecemeal and unstructured approach to
implementing and managing IT assets to support a relatively stable and consistent
business. With the growth and complexity of the business, a new and coordinated
approach proposed in this application envisions a Digital Transformation to enable and

support the complex needs of a modern and fast growing utility.

1-SEC-010

Ex. 1

. 27

Please provide a more detailed description of the Shared-First business model. Please specify

how this model differs, if at all, from the Shared-First model adopted by the US Department of

Agriculture, and from the concept of shared-first authorship.
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Response:

For Milton Hydro, Shared-First is a concept of shared enterprise planning to minimize cost and
maximize efficiency. It is not about two authors sharing credit for a particular document or
response. For Milton Hydro, planning for all technology investments is about all employees in

the organization sharing ideas and requirements to implement the best solutions.
1-SEC-011

[Ex. 1, p. 28]

Please provide a more detailed description of the One-Team approach, including references to

the academic and other sources of the methodology.
Response:

A One-Team culture is an enabler to the strategic pillar “Maximize Value using an Enterprise
Approach”. In order to have an enterprise approach Milton Hydro needs to foster collaboration
amongst individuals, within teams and across departments. Adopting a One-Team approach
means that Milton Hydro work towards common goals while creating an environment of
belonging and increased involvement amongst our employees. As an organization, being One-

Team will help share the passion, belief and values to achieve corporate goals.

Forbes article “One Team” To Rule Them All”, authored by Sebastian Bailey®, writes about team
collaboration elevating communication and application of employee competencies to improve
task performance. He references “One Team” as a core value used in many organizations. Two

lessons cited to create successful collaboration are:

1. Create work environment where teams share and leverage individual's area of

expertise.

2. Encourage relationships between team members through common goal setting and

rewards/recognition for successes.

Since the formal launch of the One Team slogan at Milton Hydro in early 2022, One Team

culture has been enabled through various approaches that include:

o https://www.forbes.com/sites/sebastianbailey/2015/08/23/one-team-to-rule-them-all/?sh=6996c7ee324a
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* Lean Six Sigma project work on defined goal leveraging and a cross functional team

where collaboration is encouraged with transparent communications.

* Quarterly Town Halls where all Milton Hydro employees attend for business updates on
challenges and wins, business performance, and collectively recognizing and celebrating

new Lean Six Sigma Yellow Belt certifications.

+ Semi-Monthly Management meetings where each function provide a brief performance

update and shares One Team examples.

1-SEC-012

[Ex. 1, p. 28 and Attach. 1-6]

With respect to the Applicant’s proposal to adopt Lean Six Sigma:
a. Please confirm that the plan is to apply the methodology to the entire organization.
b. Please confirm that
i.  all employees are to be brought to the Yellow Belt certification level
ii. three have achieved Green Belt certification and more will be trained at that level
iii. oneis, and will remain, the only Black Belt certified person

c. The Lean Six Sigma standard requires the development of a detailed baseline, so that all
waste can thereafter be identified and removed. Please provide a copy of the full
baseline report. If the baseline has not yet been completed, please provide a status

report together with the schedule for completion of the baseline.

d. Please provide a table that shows, for each year from 2021 to 2027, the expected costs
of the Lean Six Sigma strategy, and the expected cost savings that will result. If the
costs exceed the savings, please quantify the beneficial outcomes that ratepayers will

enjoy over and above the cost savings.
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Response:

a. The intent is to apply Lean Six Sigma methodology across the electricity distribution
business. As MHDI launched the Lean Six Sigma program in January 2022, it is just
beginning it’'s journey to full adoption of the methodology. As Milton Hydro builds the

Lean Six Sigma bench strength more use of the methodology can be applied.

i. In order to create a culture of process improvement all Milton Hydro employees
with the capability to recognize opportunities for improvements will participate in
implementing sustainable improvements. The Milton Hydro leadership team has
included a target of 85% Lean Six Sigma Yellow Belt certification into the 2022
Corporate Performance Scorecard. The expectation will be for 100% employee
certification in 2023.

ii. Three individuals were hired into Milton Hydro already certified in Lean/Six Sigma
from previous employment. Future in-house Green Belt certifications will be
considered based on capacity and capability of selected individuals to pursue this

development opportunity.

ii. At this time, one Milton Hydro employed Black Belt can support Milton Hydro’s

adoption of the Lean Six Sigma methodology.

c. A quantified metric baseline will be established for chartered projects as part of the
Measurement phase of the Lean Six Sigma problem solving methodology. A baseline will
be performed on a project by project basis. Reported savings will be quantified based on

demonstrated improvement achieved over the defined baseline.

d. Process improvement/innovation launched in January 2022. During the first 6 months of
implementing this strategy, Milton Hydro has not incurred any incremental costs beyond
the wages and benefits of the Process Improvement Officer. Milton Hydro does not
expect any additional costs in future years for implementing this strategy as the resident
certified Black Belt will develop and perform all training, advanced learning and coaching
capabilities. Any spending to implement solutions from Lean Six Sigma projects will be

allocated to departmental budgets and/or already established strategic project budgets.
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No cost savings plan exists at this point; however, Milton Hydro has started to identify
process improvement initiatives that will be used to prioritize and plan for this and future
years. The primary focus for the Lean Six Sigma strategy will be to establish more
productive business processes, and minimize the need for additional labour as Milton
Hydro’s customer base increases due to population growth while achieving reliable
power distribution and strong customer service. As a result the expectation is that
ratepayers should experience better customer service, a more positive, seamless end to

end customer experience and a higher degree of customer satisfaction.

1-SEC-013

[Ex. 1, p. 30]

For each of the five current and planned initiatives listed, please provide a detailed forecast of

cost savings for each year from 2021 to 2027.
Response:

The current and planned initiatives are not projected to provide hard operating or capital savings
for Milton Hydro. The initiatives are focused on delivering productivity savings that will lead to
increased capacity for those resources performing those tasks. The following provides a

description of the initiatives and summary of expected savings:

a. Treasury and cash management initiatives - The administration of cash and treasury
management will be focused on understanding the day-to-day cash requirements to
support the operating, investing and financing activities of the organization. The savings
here are difficult to quantify as there is variability in cash inflows/ outflows and
fluctuations in borrowing rates. The objective is to ensure financial stability with the

potential to optimize short-term indebtedness.

b. Debt consolidation and financing - The scope of services are principally focused on:
developing and optimal debt structure of Milton Hydro to ensure it is adequately
capitalized to execute its plan; development structured approach regarding the timing,
structure, and forms of long-term debt; and develop a balanced long-term and short-term

debt structure. These services will be principally performed by the Corporate Finance
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staff. The savings expected here will be related to increased capacity for the resources

performing these activities.

c. Improved insights and timeliness to financial measures - Milton Hydro is focused on
aligning its processes to deliver monthly, quarterly, and yearly analysis to its key
stakeholders more efficiently. The current process focuses on a centralized model
where Finance delivers the results to the Executive team and Board of Directors directly.
The integrated process will focus on integrating a decentralized model where business
unit owners are involved in the financial and operational results of there respective
organizations. The expected results will be actionable insights to make more informed
and timely decisions. Milton Hydro has anticipated increasing capacity for the

management team here.

d. Improved planning and analytics process - This is described in the response to 1-
SEC-15. The cost savings expected to improve operational capacity for those

management staff that oversee and manage there organizations.

e. Enterprise Risk Management (ERM) - Milton Hydro reviews its risks and impacts each
year as part of its ERM strategy. The risks identified outline the exposure Milton has to
several things including, but not limited to: extreme weather events; pandemic related
events; government policy changes; cyber breach; adequate system capacity; and
delivering the annual capital plan. Milton Hydro employees resources, third parties and
invests in it core operating/ capital plans to mitigate these risks. However, Milton Hydro
does not include reactive costs for these events in its budget instead choosing to
highlight these risks to the Board of Directors as potential risks to delivering the
approved plans. By identifying and understanding these risks, Milton Hydro is better
equipped to respond and mitigate these risks where practical. The savings will be to

improve capacity when these events/incidents occur as well as reduce unbudgeted risks.
1-SEC-014

[Ex. 1, p. 35]

Please provide, for each of 2020 and 2021:
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a. The final board-approved business plan and budget, including the “five proposed
forward-looking years”.
b. The full package of materials provided to the board of directors or any committee of the
board of directors supporting the budget and/or providing background information.
c. The board resolution approving the budget.
d. The Finance team’s “goals and objectives for the organization” established in support of
that budget.
Response:
a. Attachment 1-1 2020 Budget, Attachment 1-2 2021 Budget, and Attachment 1-3 Budget
2021 and LRF for 2022-2024
b. The full package of materials are presented in the final board-approved business plan
presented in part a. of this question above.
c. There were no formal written resolutions. The 2020 and 2021 budgets were approved
during the Board of Directors meetings, held on December 9, 2019 and December 14,
2020, respectively, and these approvals are reflected in the respective meeting minutes.
d. The goals and objectives are presented as part of the full package of materials are
presented in the final board-approved business plan presented in part a. of this question
above.
1-SEC-015
Ex. 1, p. 35

Please provide the Finance team’s goals and objectives established at the outset of the 2022

and 2023 business planning cycles.

Response:

Prior to the Financial planning and budget cycle, parameters are put in place to guide and

govern the process. The goals and objectives must align to the strategy, vision and mission of
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the organization. Organizational goals and objectives are then cascaded down to the business
unit and to each employee. The business unit goals and objectives represent the operational
and capital needs and requirements to deliver it services and/ or perform its activities. These
goals include, but not limited to: operational reliability; financial performance; cost containment

and mitigation; customer service targets; and safety targets.

The budgeting team is provided direction on key assumptions and risks to incorporate into the
plan. In a Cost of Service year, the application resets these assumptions and risks to align to

the revenue requirement being requested in the application.

Attachment 1-6 Budget Kick Off Documents provides the budget kickoff documents provided to
each business unit leader prior to the onset of the planning cycle. Additionally, the key
assumptions and risks are outlined in Exhibit 1, Attachment 1-2 2023 Budget and 2024-2027

Forecast.
1-SEC-016

[Ex. 1, p. 56]

The Applicant notes that its “operating and capital expenditures costs will be higher than what is
currently proposed in 2023 rates”, and “will provide a further assessment during the proceeding
as the situation evolves”. Please advise whether the Applicant is requesting approval of the
rates and charges set forth in the Application. If the Applicant is expecting to request approval
of higher rates or charges as a result of a change in its cost forecasts, what approval is the
Applicant currently requesting, and what procedural proposals is the Applicant making to deal

with its expectation that it will amend its Application?
Response:

Please refer to response for 4-Staff-59.

1-SEC-017

Ex. 1, p. 59

With respect to the Load Forecast:
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a. Please confirm that the following chart is Slide 16 from Milton Hydro’s presentation to the

OEB in EB-2015-0089.

System Load (M)
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b. Please reconcile the chart with Table 1-10.

c. Please re-do the chart using actuals to 2021, and the current forecast for all subsequent

years.

Response:

a. Confirmed.

b. The chart and Table 1-10 provide different types of load data. This chart reflects system

peak loads and Table 1-10 provides the sum of monthly billed demands of only demand-

billed classes.
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Load Growth In Milton
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1-SEC-018

[Ex. 1, p. 77, 81, 82]

Please advise why, unlike every other customer survey filed with the OEB in the last ten years,

the list of items that are important to customers does not include lower rates.

Response:

Milton Hydro understands customers’ are concerned about the cost of electricity and the
importance of delivering safe, reliable services at an affordable cost. Milton Hydro consistently
engages customers in surveys to better understand their current and future electricity needs and
priorities, which includes delivering services customers value at an affordable cost, and to
provide education customers around various topics such as electricity safety. Survey data is
consistently tracked and measured to ensure Milton Hydro is meeting industry regulations and
standards. The surveys referenced in the Application acknowledge how Milton Hydro
understands how important affordability and cost value are to customers in the following

sections:

1) Customer Engagement Surveys conducted by Decision Partners:
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[Reference - COS Application - Exhibit 2: Rate Base - Distribution System Plan - Appendix J -
Customer Engagement Summary Report on Milton Hydro’s Investment Planning: 3.3
Introduction to Key Elements of Milton Hydro’s Capital Spending/ 3.4 Introduction to Key
Elements of Milton Hydro’s OM&A Spending/ 3.5 Overall Impact of Spending on Customer Bills
and Confidence in Milton Hydro/ Appendix C: Customer Engagement Web Survey/ Appendix D:

Larger Commercial/Industrial Customer Webinar Online Survey]

The following survey questions, show that Milton Hydro asked customers to rate how important
each area of investment is to them and whether the amount allocated to each area of
investment is appropriate. By asking these questions to customers, Milton Hydro ensured that
customers could share feedback around what areas are important to them and if the

investments, that will impact rates, are appropriate for the value they will provide customers.
Online Customer Engagement Survey:

* In question 3 under Considerations for Business Planning, customers were asked how
important it was to them that electricity delivery be at an appropriate cost and given the

option to provide comments

* In questions 12 to 19 under Capital Investments, customers were asked how important
each area of capital investment (System Access/ System Renewal/System Service/
General Plant) was to them and how appropriate they thought level of investment was

for that area

* In question 22 under OM&A Spending, customers were asked how appropriate they
thought the proposed level of investment in OM&A spending was and given the option to

provide comments as to why they chose that rating

* In question 23 under The Bottom Line: How this Affects Your Electricity Bill, customers
were asked to reflect on everything that was presented in the survey and rate how
appropriate the proposed level of spending was and given the option to provide

comments as to why they chose that rating

Larger Commercial/Industrial Webinar Online Survey:
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* In questions 8 to 11 under System Access/System Renewal/System Service/General
Plant, customers were asked how important each area of capital investment was to them

and how appropriate they thought the level of investment was for that area

* In questions 13 to 14 under OM&A Spending, customers were asked how appropriate
they thought the proposed level of investment in OM&A spending was and given the

option to provide comments as to why they chose that rating

* In question 15 under The Bottom Line: How this Affects Your Electricity Bill, customers
were asked to reflect on everything that was presented in the survey and rate how
appropriate the proposed level of spending was and given the option to provide

comments as to why they chose that rating

Note: The chart referenced in this question on page 77 of the Application listing items of
importance for Milton Hydro customers, are specifically focusing on what customer services are

important to customers, and not overall importance of electricity provision.
2) Customer Satisfaction Survey conducted by UtilityPULSE:
[Reference - page 83 - COS Application - 1.7.4.2. UtilityPULSE Customer Satisfaction Survey]

For Milton Hydro’s Customer Satisfaction Surveys, customers are asked the same questions on
a biennial basis to measure and compare results across provincial and national industry
benchmarks. In each Customer Satisfaction Survey, customers are consistently asked if paying

for electricity is a a worry or a major problem and what they think of electricity costs.

In response to 1-CCC-3 Milton Hydro identified that it omitted the inclusion of its biennial
customer satisfaction survey that it referred to in its original evidence as filed. Milton Hydro
provides the 2021 Customer Satisfaction Survey Report, titled 23rd Annual Electric Ultility
Customer Satisfaction Survey conducted by UtilityPULSE.

References on how customers have been engaged about the importance of price are contained
in the 2021 UtilityPULSE Customer Satisfaction Survey Report as follows:

* On page 19 is Milton Hydro’s UtilityPULSE Score Card. Milton Hydro scored a B+ for
Customer Care - Price and Value (B)/Customer Service (A), matching the Ontario and

National B+ performance ratings. In order to provide a Score Card for Milton Hydro,
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UtilityPULSE needed to ask their customers about price and value. This driver measures
customer perceptions as to whether the total costs of electricity represent good value
and whether the utility is seen as working in the best interests of its customers as it

relates to keeping costs affordable. Score Cards are provided year over year.

« On page 22 and 23, UtilityPULSE states, “As with the previous 23 years, the number one
suggestion, by a wide margin, has been ‘better prices.’ Price will always be top of mind
for customers.” This statement proves that Milton Hydro historically and consistently

gives customers the choice to express how important price is to them.

» The Table on page Page 84, highlights part of the survey where customers were asked
to indicate one or two most important things Milton Hydro could do to improve customer

service, which better prices/lower rates was provided as an option.

« The Table on page 85, shows what customers thought when asked: Is paying for

electricity is a worry or a major problem?
1-SEC-019

[Ex. 1, p. 86, 87, 97]

With respect to the Scorecard data:
a. Please confirm that, prior to 2016, the Applicant had a category 2 efficiency assessment.

b. Please explain in more detail why “Telephone calls Answered on Time” dropped

substantially in 2019, long before the Covid impacts.

c. Please explain the main changes in revenue, costs, or accounting practices that resulted
in the precipitous drop in Achieved ROE from 2018 to 2019.
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Response:

a. Milton Hydro does not confirm the statement made in part a. of the question above. Prior
to 2016, in 2015 Milton Hydro had a category 3 efficiency assessment'®, in 2014 Milton

Hydro had a category 2 efficiency assessment'".

b. Milton Hydro provided the following information in its 2019 Scorecard: “In 2019, Milton
Hydro received 24,292 incoming calls from its customers or 98 calls per working day.
Our Customer Service Representatives (“CSR’s”) answered 84.44% of the calls within
30 seconds or less, slightly less than previous years due to modifications to Milton

Hydro’s method of tracking calls.”

c. Milton Hydro corrects the reference to a precipitous drop in 2018 and 2019 achieved
ROE. Milton Hydro’s drop in ROE was in 2019 and 2020. The main reasons for the
reduction in achieved ROE from 2019 to 2020 are provided in the response to 1-Staff-6.

1-SEC-020

[Ex. 1, p. 102, 103]

With respect to the metric customers per employee:

a. Please explain why it is appropriate for the Applicant to go from 622 customers per
employee in 2011 to 624 customers per employee in 2016 to 565 customers per

employee in 2023.

b. Please provide details of any economies of scale that the Applicant expects which will

increase the number of customers per employee that can be managed reasonably.
Response:

a. Milton Hydro corrects the reference noted above; in 2011 its customers per employee
were 663 as per the 2011 OEB Yearbook. From 2011 to the 2016 rebasing year, Milton

Hydro’s customers per employee dropped by 39 customers per employee (663 - 624),

% peG Report - Empirical Research in Support of Incentive Rate-Setting: 2015 Benchmarking Update, issued July
2016.
" PEG Report - Empirical Research in Support of Incentive Rate-Setting: 2014 Benchmarking Update, Issued July
2015



Milton Hydro Distribution Inc.
EB-2022-0049

Interrogatory Responses
Page 55 of 301

Filed: July 25, 2022

then from 2016 to 2023 its customers per employee are projected to drop by 59
customers per employee (624 - 565). Milton Hydro’s current level of staffing is scaled at
the level of a small distributor. This level of resourcing is insufficient to properly support
its current customer base and the growth in customer base in the future. Milton Hydro’s
current level of FTEs is insufficient to support proper functions of the company. In 2020
Milton Hydro had the 6th highest ratio of customers to employees in the province. When
compared to its peers it has the highest ratio of customers to employees per Table 4-40

from Exhibit 4 reproduced below.

Table 4-40 Customers to FTE Ratio Comparisons

Milton Waterloo | Burlington Synergy Blue
Hydro North NPB Energy+ Oshawal| Hydro Corp. Water Essex

# of Customers 41,221 58,438 56,979 67,303 59,486 68,568 56,887 36,919 30,661
£ of Employees 51 119 121 121 76 97 129 117 40
Ratio: 808:1 491:1 470:1 556:1 782:1 T06:1 441:1 3171 766:1

Milton Hydro’s high customer to employee ratio is putting strains on the current
workforce that may result in burning out of employees, morale erosion, errors, safety
issues, and rework leading to inefficiency. This high ratio has also introduced a lack of
bench strength within the organization and single incumbency risk, meaning that the
departure of employees in key roles can have a material and detrimental effect to the
organization. Previous management tried to run a lean organization and save money, but
this became increasingly unsustainable and is further exacerbated with persisting high
customer growth resulting in numerous challenges unless specific mitigating strategies
are executed. Refer to Exhibit 4, Section 4.4.2.8 page 105 & 106, Milton Hydro has
provided some of the challenges it is experiencing as a result of operating a lean
organization over the past many years. As a result, with the new management, and
continued customer base growth, Milton Hydro is making a shift and needs to invest in

its workforce to ensure that Milton’s customers are served well and in a safe manner.

As laid out in the third-party Resource Optimization Review Report, Milton Hydro has
maintained a workforce well below the average of its other large-sized LDC peers for a
number of years. Its business processes and IT systems are sub-optimal given its
customer base, its legacy business processes are disjointed with many manual
processes embedded into them. Better processes through automation and

improvements in productivity are needed through using the Lean Six Sigma
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methodology. Milton Hydro is cognizant that its customers per employee metric will
temporarily drop off. The transformation of Milton Hydro will take time, the resource
requirements of 2023 will set the level needed for the IRM period allowing it the
resources to work to be more productive through a combination of new digital systems
and improved business processes. This is not a one or two year transformation journey.
It will take Milton Hydro 4 or 5 years to redesign the way it operations. As Milton Hydro’s
customer base grows coupled with improvements in productivity, its customers per

employee metric will gradually grow and improve.

During its transformation journey, Milton Hydro’s customers per employee metric will
gradually increase. This is expected to occur as Milton Hydro becomes more efficient, its
business processes improve, digital systems are modernized, and its customer base

grows.

When considering economies of scale, it's important note that Milton Hydro is the fastest
growing utility in Ontario and has been for many years based on natural growth from
customer expansions and new customer connections (organic growth). Table 1.8 below,
lists growth in customer base due to organic growth since 2005 for licenced distributors
as at December 31, 2020. To calculate the 2005 customer bases for licenced Ontario
electricity distributors as at December 31, 2020 who were involved in a MAADS between
2005 and 2020 the customer bases for legacy distributors as at December 31, 2005
were combined. The source of information is the applicable 2005 and 2020 OEB
yearbooks. Milton Hydro includes the source excel spreadsheet file “1-SEC-020
Customer Growth Analysis 2005 vs 20207, for the calculations along with its responses

to the Interrogatories.

As per Table 1-8 below, Milton Hydro’s organic growth since 2005 is the highest of any
distributor in the province. Milton Hydro has more than doubled its customer base since
2005 when it had 19,858 customers. In 2020 Milton Hydro had 41,221 customers with
growth of 107.58% since 2005. Milton Hydro’s overall organic growth is 2.7 times greater
than the second fastest growing utility Innpower Corporation whose customer base has
grown by 39.79% since 2005. Milton Hydro’s compound annual growth rate since 2005
is 4.99%, and the next fastest growing utility, since 2005 is Innpower Corporation with a

% compound growth rate of 2.26% since 2005.



Milton Hydro Distribution Inc.
EB-2022-0049

Interrogatory Responses
Page 57 of 301

Filed: July 25, 2022

Milton Hydro’s historical growth rate is important to be aware of for two reasons. First,
although its customer base has more than doubled in the past 15 years, its organization,
systems, and business processes have not changed enough to support the size of its
current customer base and the continued growth expected in its customer base. With the
changes Milton Hydro is making through its 2022 and 2023 business plans, and its 2023
to 2027 Distribution System Plan, its systems will be appropriately scaled to be able to
achieve economies of scale as it continues to grow. The second reason Milton Hydro’s
historical customer growth rate is important, is because the growth experienced in the
past years is expected to continue, with respect to the number of new customers added
to the customer base, albeit at a slowing compounded growth rate. GSAI's Growth Study
indicates that Milton Hydro’s growth from the end of 2024 to the end of 2027 could
potentially be about 1,875 new residential customers on average per year, however, in
the report GSAI notes the degree of uncertainty beyond 2024 and into 2027, and the
accuracy of the projections begin to diminish as there are a greater number of factors
that can influence the timing of development. Simply put, a status quo approach in the

face of ongoing growth will become increasingly problematic for Milton Hydro.

Milton Hydro acknowledges that with additional customer growth there will also come
additional revenue, which Milton Hydro has seen over the years, however, even with the
growth experienced, its approved revenue requirement and rates from past rebasing
applications did not provide the funding needed to make the incremental investments to
grow the scale its business to the level needed in 2023. These incremental revenues are
insufficient to address the growing requirements of the organization on many fronts
(people, processes, and systems). Once its revenue requirement is approved by the
OEB, Milton Hydro will be able to implement its plans. Economies of scale will be
recognized as the strategic plan is executed. Additional resourcing will enable the
addition of automation. The combination of people, processes and systems over time will
allow Milton Hydro to get on a trajectory to establish economies of scale. Without
addressing the fundamental issues of manual operations, lack of systems and lack of
process innovation, Milton Hydro will never be able to rise above ‘firefighting’ mode and
achieve economies of scale. As these are implemented, efficiencies are gained, the
trajectory of headcount and automation investments level off and economies of scale are

gained wherein the customers per employee metric will increase again over time.
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Table 1-8 Ontario Electricity Distributor Growth Rates from 2005 to 2021

Distributor

2005
Customer
Count

2020
Customer
Count

Growth
Since

Compound

Annual

2005' Growth Rate

Milton Hydro Distribution Inc. 19,858 41,221 107.58% 4.99%
Innpower Corporation 13,793 19,281 39.79% 2.26%
Oakville Hydro Electricity Distribution Inc. 54,677 74,001 35.34% 2.04%
Wasaga Distribution Inc. 10,545 14,238 35.02% 2.02%
Cooperative Hydro Embrun Inc. 1,791 2,409 34.51% 2.00%
Niagara-on-the-Lake Hydro Inc. 7,466 9,632 29.01% 1.71%
EPCOR Electricity Distribution Ontario Inc. 14,124 18,203 28.88% 1.71%
Kitchener-Wilmot Hydro Inc. 79,487 99,026 24.58% 1.48%
Lakefront Utilities Inc. 8,551 10,639 24.42% 1.47%
Hydro Ottawa Limited 278,581 346,347 24.33% 1.46%
Grimsby Power Incorporated 9,530 11,684 22.60% 1.37%
Alectra Utilities Corporation 866,410 1,062,040 22.58% 1.37%
Tillsonburg Hydro Inc. 6,343 7,719 21.69% 1.32%
Waterloo North Hydro Inc. 48,041 58,438 21.64% 1.31%
Newmarket-Tay Power Distribution Ltd. 36,682 44,187 20.46% 1.25%
Oshawa PUC Networks Inc. 49,498 59,486 20.18% 1.23%
Orangeville Hydro Limited 10,609 12,697 19.68% 1.20%
Centre Wellington Hydro Ltd. 6,086 7,283 19.67% 1.20%
Energy+ Inc. 56,495 67,303 19.13% 1.17%
E.LK. Energy Inc. ? 10,626 12,611 18.68% 1.23%
Elexicon Energy Inc. 142,965 169,489 18.55% 1.14%
Orillia Power Distribution Corporation 12,374 14,552 17.60% 1.09%
London Hydro Inc. 138,046 162,140 17.45% 1.08%
Niagara Peninsula Energy Inc. 48,671 56,973 17.06% 1.06%
Westario Power Inc. 20,699 23,953 15.72% 0.98%
Burlington Hydro Inc. 59,537 68,568 15.17% 0.95%
Toronto Hydro-Electric System Limited 676,678 779,176 15.15% 0.94%
Festival Hydro Inc. 18,860 21,654 14.81% 0.93%
Lakeland Power Distribution Ltd. 12,260 13,936 13.67% 0.86%
Halton Hills Hydro Inc. 19,873 22,564 13.54% 0.85%
Brantford Power Inc. 35,986 40,662 12.99% 0.82%
Wellington North Power Inc. 3,416 3,859 12.97% 0.82%
Hydro 2000 Inc. 1,130 1,273 12.65% 0.80%
ERTH Power Corporation 20,952 23,547 12.39% 0.78%
Ottawa River Power Corporation 10,190 11,442 12.29% 0.78%
Welland Hydro-Electric System Corp. 21,430 24,054 12.24% 0.77%
Hydro One Networks Inc. 1,217,212 1,361,102 11.82% 0.75%
Essex Powerlines Corporation 27,437 30,661 11.75% 0.74%
Peterborough Distribution Incorporated 33,531 37,467 1.74% 0.74%
Entegrus Powerlines Inc. 54,802 60,587 10.56% 0.67%
ENWIN Utilities Ltd. 84,254 90,104 6.94% 0.45%
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Canadian Niagara Power Inc. 27,902 29,718 6.51% 0.42%
Renfrew Hydro Inc. 4,116 4,345 5.56% 0.36%
Kingston Hydro Corporation 26,265 27,718 5.53% 0.36%
Bluewater Power Distribution Corporation 35,208 36,916 4.85% 0.32%
Hydro Hawkesbury Inc. 5,248 5,474 4.31% 0.28%
Greater Sudbury Hydro Inc. 45,915 47,865 4.25% 0.28%
PUC Distribution Inc. 32,497 33,751 3.86% 0.25%
North Bay Hydro Distribution Limited 23,405 24,290 3.78% 0.25%
Algoma Power Inc.? 11,688 12,124 3.73% 0.33%
Sioux Lookout Hydro Inc. 2,760 2,841 2.93% 0.19%
Synergy North Corporation 55,405 56,887 2.67% 0.18%
Rideau St. Lawrence Distribution Inc. 5,823 5,899 1.31% 0.09%
Espanola Regional Hydro Distribution Corporation 3,315 3,328 0.39% 0.03%
Hearst Power Distribution Company Limited 2,780 2,659 -4.35% -0.30%
Northern Ontario Wires Inc. 6,202 5,929 -4.40% -0.30%
Fort Frances Power Corporation 4,040 3,761 -6.91% -0.48%
Atikokan Hydro Inc. 1,765 1,627 -7.82% -0.54%
Chapleau Public Utilities Corporation 1,353 1,223 -9.61% -0.67%

1 - Growth rate based on customer expansions and connections
2 - Growth based on period from 2006 to 2020
3 - Growth based on period from 2009 to 2020

1-SEC-021

[Ex. 1, p. 111]

Please provide a table showing all capital and operating cost expenditures related to the
Enterprise Resource Planning system from 2022 to 2028, and all impacts on annual revenue
requirement calculated on a cost of service basis (including, without limitation, incremental
operating costs and savings, depreciation/amortization, return on equity, interest, and PILs

impact).
Response:

The question is very broad and asks for information that is currently not available and/or will
require significant time and effort to be derived. Milton Hydro has not yet finalized the scope of
the project, nor has it retained a consultant to undertake the required work, and does not have
all required information to properly answer the question. The ERP system is not being in-
serviced in the 2023 test year and Milton Hydro is not requesting the approval of any revenue

requirement associated with the ERP capital expenditures. As such, the full scope of the
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question is not proportional to the materiality of the investment and value it will bring to the OEB

to decide the issues in the proceeding.

Nevertheless, Milton Hydro provides, on a best efforts basis, Table 1-9 below that contains
preliminary capital and operating expenditures associated with the ERP system for the
2022-2028 period. As Milton Hydro progresses with the implementation of the ERP system, the

provided below estimates may change.

Table 1-9 Capital & Operating Expenditures Projection Related to Enterprise
Resource Planning System for 2022 to 2028

Description of

Expenditure 2022 2023 2024 2025 2026 2027 2028

Capital Expenditure

Software Acquisition Costs | $175,000| $513,000( $263,000 $— $— $— $— $951,000

Installation Costs (includes

internal resources) $94,815( $208,593| $76,000 $379,408
$269,815| $721,593| $339,000 $1,330,408

Operating Expenditures

Annual Software
Maintenance $—| $115,000| $115,000| $115,000| $115,000( $115,000 $690,000

1-SEC-022

[Ex. 1, p. 112]

Please advise whether the “on-boarding checklist’” is an automated solution, or a manual
checklist, and provide additional details of the proposed “structure” and how it will be

implemented.
Response:

The on-boarding checklist is a manual tool primarily used by Human Resources to ensure that
key department stakeholders within Milton Hydro complete the necessary onboarding steps for
a new hire. The document structure outlines the tasks associated with each responsible party.
We anticipate leveraging system capabilities in the ADP and/or ERP systems to transition the
onboarding checklist and appropriate portions of orientation to an automated platform in the

future.
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1-SEC-023

[Ex. 1, 115]

Please provide a detailed table showing the cost savings expected by the Applicant for the
benefit of shareholders for the years 2024 to 2027 that are to be financed by spending included
in rates in 2023.

Response:

Milton Hydro does not expect any cost savings that will accrue for the benefit of shareholders
from 2024 to 2027. The investments being made by Milton Hydro are being made for customers,
to improve the overall service provided by Milton Hydro for electricity distribution services as the
company navigates the challenges of continued growth for both customers and consumption as
well as ongoing changes within the electricity distribution market. Transforming Milton Hydro is a
journey, it will take 4 to 5 years to transform Milton Hydro into Milton Hydro 2.0, then after it has
been transformed the company will continue to work on continuous improvement through the
Lean Six Sigma discipline. Milton Hydro will also need to update business processes outside of
the new ERP system, across the organization. It will continue to invest in its operations to
achieve its Strategic goals. As indicated in Exhibit 1 page 116, Milton Hydro does not expect
hard savings having a direct financial impact on the budget or income statement. For a rapidly
growing utility such as Milton Hydro it will need to continue to re-invest in transforming the
company to achieve its Milton Hydro 2.0 Strategy. Milton Hydro is a high growth utility; it is not a

steady state no-growth utility.
1-SEC-024

[Ex. 1, Attach 1-2, p. 5]

Please explain why the charges for water billing are not increasing at a similar rate as the

charges to distribution customers.
Response:

The water billing shared service costs are based on fully allocated costs comprised of direct
labour charges from mainly the Customer Call Centre, the Billing department, support costs

from Finance, Information Technology, and depreciation on assets. The rates to distribution
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customers are based on the expected frequency of customer related charges for items such as
late payments and new connection charges. The customer related charges are based on the

growth of customers which are not the same drivers used in determining water billing charges.

1-SEC-025

[Ex. 1, Attach 1-2, p. 7, 8]

Please confirm that the “fixed committed reducing term loan” and the “interest only bearing

loans” have been issued, and provide details of the terms of those debt instruments.
Response:

The fixed committed reducing term loan and the interest only bearing loans are outlined in the

response to 5-Staff-79.
1-SEC-026

[Ex. 1, Attach 1-2, p. 9]

Please provide details of the referenced “unfavourable regulatory policy”.
Response:

With respect to the impacts of the Pandemic, the support of customer payment flexibility and
providing electricity distributors with enabling financial mechanisms to do so. The impacts on
bad debt and increased cleaning costs were not recoverable through a regulatory deferral

account.

With respect to the period in between rebasing applications, utilities do not have sufficient levers
to manage inflationary or general cost increases to its operating and capital programs.
Recovery is based on existing distribution rates with funding for higher than anticipated
increases being required to meet narrow criteria in order to be eligible (e.g. Incremental Capital
Module).

Changes to customer rules, including winter disconnection moratorium, reduce budgeted

collection, connection, reconnection, and late payment revenue.
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Utilities looking to improve customer engagement and service through online or Software as a
Solution (“SaaS”) platforms are restricted from earning a return on capital since they are
considering operating, maintenance and administration expenditures. Milton Hydro is
disincentivized in acquiring cloud-based software and would select on premise solutions. This
creates financial hurdles that hinder utilities from realizing the benefits that are available,
including but not limited to potential cost reductions as well as greater security and protection

from cyber threats.
1-SEC-027

[Ex. 1, Attach 1-3]

Please explain why the Application Customer Summary does not include any reference to the
21.3% average distribution rate increase. Please provide details of all ways in which the

Applicant has disclosed this figure to its customers.
Response:

The order of magnitude of the customer rate increase was presented in the Customer
Engagement Survey. This can be found in Exhibit 2, Attachment 2-2 DSP, Appendix J,
Customer Engagement Summary Report, Appendix C: Customer Engagement Web Survey

Copy page 61, which states that:

“Starting in 2023 a typical Residential customer would see an increase in distribution charges

of $5.33 (an increase of about 18% of the distribution portion of their bill).”

At the time when Milton Hydro conducted customer engagement, it performed Revenue
Requirement Calculations based on information available at that time. Subsequent to Milton
Hydro conducting customer engagement, its revenue requirement and rates were updated for
the OEB published cost of capital parameters and refinements to its revenue requirement
calculations as it worked through its rate application fine tuning elements of its revenue

requirement.

Milton Hydro prepared the Application Customer Summary consistent with the filing
requirements, which do not state that the distribution rate increase be included. According to
the filing requirements, the summary must include the bill impacts for a consumer using 750

kWh, as well as a typical consumer for a distributor’s service area for each of the residential and
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small business customer classes. The bill impacts are to be based on commodity rates based

on time-of-use and regulatory charges held constant.

1-SEC-028

[Ex. 1, Attach 1-9, p. 17]

Please reconcile the PP&E on the financial statements with the PP&E in the rate base evidence,
and show details of how the Applicant has accounted for the disallowance of more than $1.4

million of the cost of the building in its financial statements.
Response:

Milton Hydro has reconciled the PPE on the 2021 Financial Statements with the PPE that is
included in Rate Base and the difference in the COS 2016 Disallowed Building.

Gross Cost of Building Disallowed (2016 COS) $ 1,429,202

Accumulated Depreciation ($ 185,796)
Net Cost of Building Disallowed (2016 COS) $ 1,243,406

Note: Rate Base is based on the Average Fixed Assets, but for this analysis Gross Fixed Assets

Closing and Accumulated Depreciation Closing was used.

Financial Statements
NBV PPE per 2021 FS $ 120,080,746

NBV Intangible Assets per 2021 FS $ 2,260,737
$ 122,341,483
Less Work in Progress - 6,583,565
$ 115,757,918
Rate Base
Gross Fixed Assets Closing $ 170,093,630
Accumulated Depreciation Closing $ 75,516,462
NBV PPE and Intangibles Closing 2021 $ 94,577,168
Add Back Deferred Revenue $ 20,547,338
Less Major Spare Parts $ (610,000)
Reconcilied Difference between FS and Rate Base |$ 1,243,412
is Dissallowed Building (2016 COS)
$ 115,757,918
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Average Gross Fixed Assets $ 167,584,598
Average Accumulated Depreciation $ 73,895,078
Average Net Book Value $ 93,689,520

CONSUMERS COUNCIL OF CANADA
1-CCC-1
Ex. 1

Please explain how Milton Hydro addresses the Letters of Comment that have been filed with

the OEB regarding its Application.
Response:

Milton Hydro’s process for addressing letters of comment filed with the OEB regarding its

Application is as follows:
» Letters are reviewed as they are filed and key issues/questions are identified

* Responses are prepared to address key issues and questions [see responses in section:
1-Staff-2]

1-CCC-2

Ex. 1/p. 9, p. 19

The evidence states, “The company has been able to maintain its low-cost distributor position
throughout many years of rapid customer growth by minimizing or deferring investments in
people, systems and processes. While initially workable, the compounding effects of community
growth against a backdrop of minimal investments into supporting resources now has the
company stretched on many fronts. In sufficient growth in employees and IT innovations that
were set in motion many years ago will be increasingly unsustainable.” Please explain why
Milton Hydro’s customers must be responsible for Milton Hydro’s proposals to “catch up” when it

was management’s decision to minimize or defer needed investments?
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Response:

As described in the evidence above, Milton Hydro has tried to keep its company lean and run it
at a minimal cost. This approach does not work and is not sustainable in the long-run as the
company’s customer base continues to grow, assets deteriorate and systems and processes
become obsolete. While Milton Hydro’s customers have received the benefits of Milton Hydro’s
cost minimization strategy for many years, it cannot continue at the risk of jeopardizing safety

and reliability of Milton Hydro’s distribution system.

As regulated electricity distributors are permitted to submit rate applications based on the cost of
providing service to customers, Milton Hydro’s rate application incorporates budgets and costs
for what the current costs are in 2023 to provide service to its customers. Milton Hydro is
requesting to re-set its rates based on the current reality, that the status quo is not sustainable
for the utility, it needs to hire more staff, and make investments in digital modernization. Milton
Hydro is not asking to resolve its sustainability concerns simply by hiring new staff, it is using a
three-prong approach to addressing its operational challenges, it is proposing a mix of hiring
new staff, making investments in new computer systems, as well as making a commitment to
ongoing productivity improvement through process innovations through the use of the Lean Six
Sigma discipline. Furthermore, it is not only Milton Hydro’s ratepayers that are paying the costs
to bring the company workforce and systems up to the current needs. Milton Hydro
shareholders also paying some of its costs. In 2022, Milton Hydro is hiring needed staff
including the Supply Chain Manager, Manager Health and Safety, Director, IT and Client
Services, Regulatory Analyst, Client Services Financial Analyst, an Engineering Technologist,
Power Line Technician — Apprentice, VP Customer Experience, and VP Corporate Services. The

Milton Hydro shareholder is absorbing the incremental wages and salaries expense in 2022.
1-CCC-3

Ex. 1/p. 10

The evidence refers to third-party assessments which concluded that Milton Hydro’s current
level of human resources and digital systems are inadequate for today’s requirements. Please
provide a list of all third-party reports produced for Milton Hydro in the context of its 2.0 Strategy

and in support of its rate application. Please file those that are not currently part of the record.
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Please provide the cost of each consulting engagement and indicate how that work has been
funded.

Response:

The third-party assessments which are being referred to in the above evidence extract
(Exhibit 1, page 10) in respect of the level of human resources and digital systems are the
following two assessments/reports: (i) Resource Optimization Review, prepared by Marjorie
Richards & Ass. Ltd. dated November 2021 (the “Resource Optimization Review Report”)
and (ii) IT Strategy & Roadmap Final Summary Report, prepared by PwC dated September
2021. These are the two reports prepared in support of Milton Hydro’s rate application on

these topics and on which Milton Hydro is relying, and they have been produced.

There are a number of other reports that were also prepared in the context of the Milton
Hydro 2.0 strategy and in support of the rate application. These reports support different
aspects of the application, and they have been produced. In addition, one further report that
is referred to and relied on in support of the application evidence at Exhibit 1, Section
1.7.4.2, is the 23rd Annual Electric Utility Customer Satisfaction Survey. It is attached to this

response as it was not previously produced.

The following table lists the above reports in support of the rate application along with (i)
references to where in the application evidence these reports can be found, (ii) the
associated cost of each of these consulting engagements, and (iii) the funding source for

each report.
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Table 1-10 Third Party Reports in Support of Milton Hydro 2.0 Strategy and the

Rate Application
Report Name Reference in Evidence Cost of Consulting Funding Source
Engagement
Milton Hydro PwC IT Strategy & | Letter to Request to Amend Application $112,350(2021 OM&A
Roadmap Final Report Summary |Application and Evidence Filed May 25,
2022
Kinectrics Asset Condition Exhibit 2 Attachment 2-2 DSP, Appendix E $58,000(2021 OM&A
Assessment
GSAI Projected Growth Analysis | Exhibit 2 Attachment 2-2 DSP, Appendix G $29,793(2021 OM&A
Study (2021)
Cresa Strategic Facilities Plan Exhibit 2 Attachment 2-2 DSP, Appendix | $4,569 (2022 OM&A
and Letter filed June 30, 2022
Customer Engagement Summary | Exhibit 2 Attachment 2-2 DSP, Appendix J $62,969 | One-Time Rate

Report Application
Preparation Costs

AESI Control Room Cost Benefit | Exhibit 4 Attachment 4-2 $33,7512022 OM&A

Analysis

Resource Optimization Review Exhibit 4 Attachment 4-3 $13,750(2021 OM&A

Report1

23rd Annual Electric Utility 1-CCC-3 Attachment 1-7 Customer $22,400/2021 OM&A

Customer Satisfaction Survey Satisfaction Survey Report

Indeco Strategic Consulting Inc. Exhibit 4 Attachment 4-11 $8,450 | One-Time Rate

2023 LRAMVA Claim Report and Application

LRAMVA Model Preparation Costs

$346,032

" The Resource Optimization Review Report was prepared in the context of Milton Hydro 2.0 strategy and in support of
the application. This same consultant, Marjorie Richards & Ass, Ltd., had previously done some work and prepared a
presentation which included preliminary/ draft considerations or options regarding possible organizational structure and
FTEs. This work was done solely for consideration at the time by a senior executive (and on a confidential basis); not for
purposes of the rate application. Subsequently, the Resource Optimization Review Report was prepared for purposes of
the application. Milton Hydro’s plan, supported by the Resource Optimization Review Report is presented in Exhibit 4,

Section 4.4.3.3.
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1-CCC-4

Ex. 1/p. 10 and pp. 108-116

Please provide a complete list of all productivity initiatives undertaken during the 2016-2021
period. Please quantify the savings achieved. Please set out all productivity initiatives built in to

the 2023 budget. Please quantify the assumed savings.
Response:

MHDI does not have quantification of productivity initiatives undertaken during 2016-2021
period. Going forward, productivity improvements will be quantified for each project and
summarized by year within the Milton Hydro Productivity tracker for both hard and soft savings
(See response to 1-SEC-12 (d) for further details).

The following are productivity initiatives undertaken by Milton Hydro:
Geographic Information System (GIS)

» leveraged the Arc GIS cloud technology to improve asset data collection and monitoring

capabilities

» implemented electronic survey forms for mobile field data collection have been created

for all inspection activities

+ created online operations dashboards for reporting and facilitating the management of

maintenance and capital expenditure planning.
Distribution Automation
Milton Hydro has implemented changes to the grid providing automation and smart devices:

* Installed 77 fully operational automated overhead and 5 underground automated
switches as well as installed 44 sets of 3 phase smart fault indicators, remotely
monitored on SCADA. The real time information from the above devices tells the
Operator the faulty area of the feeder which reduces the need to send out a crew of
PLT's to patrol the entire feeder every time there is a momentary or lockout event.

Besides remote monitoring, the automated switches allow Operators to perform remote
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switching enabling quick restoration of the non-faulted area. Not having to patrol the
whole length of the feeder means reducing the time between the start of the outage and

the time action is taken in the order of an hour to minutes.

» installed a total of 442 audible fault indicators in both the overhead and underground
systems to assist crews to pinpoint the cause of an outage at a faster rate, ultimately
reducing the outage time to customers. The audible fault indicators are extremely
useful, especially during winter where the underground transformers are covered in thick

snow and ice.
Safety Improvement Tools

* New battery operated tools that are used in the construction and repair of the
infrastructure were introduced to replace the aging hydraulic tools providing an additional
layer for the safety of PLTs, reducing ergonomic and other related hazards. Milton Hydro

has achieved over 500,000 hrs since its last lost time incident.
2023 Initiatives

Milton Hydro has committed to focus on process innovation to its services to customers, both
internally and externally. These savings will be measured in three categories: productivity/
capacity savings; operational/ capital budget savings; and future cost avoidance. The following

are targets for the 2023-2027 rebasing period:

+ Capacity improvements to delivering arrears notices by leveraging the Customer

Information System (CIS) automation platform to eliminate manual process.

* Implementation of a cloud based reporting tool to innovate and improve the
organizational reporting framework. Milton Hydro has leveraged this tool to deliver the
2023 Test Year application, monthly management and discussion analysis (MD&A),
Board reporting, and it annual financial planning materials leading to capacity

improvements;

* The Customer Services department will focus on a number of capacity building initiatives
to increase available time to work such as leveraging the OMNI channel platform to

reduce call volumes;
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Milton Hydro’s investment in process automation tools outlined in Attachment 2-2 Milton
Hydro_DSP_2023-2027 will focus on improving data and analytics through more

intelligible ways of monitoring its financial performance.

The business case for the Enterprise Resource Planning Tool (Attachment 2-2 Milton
Hydro_DSP_2023-2027) outlines the current processes, needs assessment and

expected business outcomes that provide for expected productivity savings.

The procurement and purchase of fleet wunits (Attachment 2-2 Milton
Hydro DSP_2023-2027) will be monitored and balanced with Milton Hydro’s future
needs of the organization. Monitoring and measurement of fleet utilization will focus on

identifying efficiencies and fleet requirements.

1-CCC-5

Ex. 1/p. 11-12

Milton Hydro has identified a list of internal and external drivers that will challenge the company

into the future. For each of the internal and external drivers please specifically identify how they

impact the 2023 budget amounts.

Response:

Internal Drivers

1.

Workforce sufficiency, capability & effectiveness — Milton Hydro has one of the highest
customers per employee ratios within the Province'? and is highest amongst its peers as
per Table 1-11, see extract below. Unlike many of these peers, Milton Hydro had the
highest percentage growth over the past 15 years' of all utilities in the province and the

community is projected to grow at a similar trajectory for decades to come™.

12 See 4-JOL Shewchun-4 e. Table 4-27 Statistics by Utility for the Year ended December 31, 2020
'3 See 1-SEC-020 b. Table 1-8 Ontario Electricity Distributor Growth Rates from 2005 to 2021

% Exhibit 2 Attachment 2-2 DSP, Appendix G — GSAI Projected Growth Analysis Study (2021), Exhibit 1 Table 1-2
Halton Region Utilities - Customer Base Growth
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Table 1-11 Customers to FTE Ratio Comparisons

Milton Waterloo Burlingto Synergy Blue

Description Hydro North NPB Energy+ Oshawa n Hydro Corp. Water Essex
# of Customers 41,221 58,438 | 56,979 67,303 59,486 68,568 56,887 36,919 30,661

# of Employees 51 119 121 121 76 97 129 117 40

Ratio

808:1 491:1 470:1 556:1 782:1 706:1 4411 317:1 766:1

As the customer base continues to grow, it will further strain an already stretched
workforce. The past approach requiring long work hours and poor work/life balance for
employees will not sustain the organization any longer. As additional operational
personnel are recruited to support the distribution network planning and operations,
additional back-office staff are required as well. Systems and processes are
encompassed in the rate application to streamline the headcount as much as possible.
Recognizing that the workforce is highly stretched in its current form, a workforce plan
was established which was informed by the Resource Optimization Review Report.
Milton Hydro added employees to its workforce to address sufficiency. Milton Hydro
addressed workforce capability and effectiveness by adding new leadership positions, by
upskilling existing employees through training and development, and by hiring the right
skilled workforce to succeed in an increasingly digitally technical workplace. See Exhibit

4 subsection 4.4 for details of Milton Hydro’s workforce plan.

Increased technology adoption for efficiency & scalability — While Milton Hydro does
have systems in place to support its operations, many of these systems are inflexible
and do not interoperate well with other systems. The result is significant manual
processing of data which is highly inefficient resulting in more manual labour and the
increased possibility of errors. Milton Hydro has identified a significant opportunity to
improve its effectiveness through investments in automation and systems. These
systems will improve efficiencies while providing actionable data to also improve
operational capabilities and better guide maintenance and capital investments to provide
the best benefit to the organization and ultimately, to its customers. To achieve this, a
detailed IT Roadmap was developed and lays out the digital modernization needed by
Milton Hydro. Milton Hydro has also added employees with the IT skills required to
manage its systems and lead the department. Milton Hydro has added a Director,
Information Technology and Client Services role to lead the digital modernization

required, and an IT Infrastructure & Security Specialist Position to manage the cyber
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security threats. Milton Hydro details the capital investments in digital systems in its

Distribution System Plan.

Process re-engineering to be future ready — Milton Hydro’s strategic plan is underpinned
by investments into people, systems and processes. This combination will enable Milton
Hydro’s long-term scalability, responsiveness, and sustainability as a business. The
people and systems are described in points 1 & 2 above, however these cannot just be
added into the organization without consideration of process flow and process efficiency.
In order to maximize the performance of the people and systems, Milton Hydro is
ensuring that they are supported by effective processes. Clearly articulated and
executed processes will maximize the capabilities of the organization and facilitate the
successful implementation of automation. Milton Hydro has filled the position of Process
Improvement Officer with a Lean Six Sigma certified black belt professional to lead
Milton Hydro’s transformation of business processes across the organization to have
more efficient and appropriately scaled business processes. Milton Hydro has
undertaken the Lean Six Sigma discipline of process improvement to enable it to be

future ready. This has been included in the business plan within the application.

Maximizing service availability — Milton Hydro has more than doubled in size for
customers served since 2005. More residential customers and more business customers
rely on Milton Hydro service, and this is anticipated to continue to grow for decades to
come as well as expansion of the applications of electricity (i.e. electrification of
transportation). Milton Hydro is investing in distribution system automation, and its smart
grid infrastructure in its 2023 Capital Expenditures to enable it to control its system better
and to restore power quicker during system outages. Milton Hydro is building a 24/7
control room and adding 6 control room operators as part of its workforce plan as the
current best efforts restoration process is no longer acceptable. Milton Hydro customers
deserve a high level of distribution system oversight and restoration as other similarly
sized utilities that have control rooms can provide. The new system control room
capability will give Milton Hydro visibility to its system around the clock and to be able to
manage restoration better and more safely during weather events that damage its
Distribution System and cause widespread outages. With more customers than ever
before, and more to come into the future, outages have an increasingly large impact and
Milton Hydro must now put in the mechanisms and technologies to best respond and

minimize outage frequency and duration.
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5. Risk management and mitigation — The threat landscape to Milton Hydro is constantly
evolving. Milton Hydro must make the investments to keep up with risks that range from
cyber threats to weather preparedness & response to organization depth and resilience.
These threats have been identified throughout the application and the mitigation to these
threats have been built into the financial requirements, the workforce planning, the IT
roadmap, the Distribution System Plan and the 24/7 Control Room. The investments in

people, processes and systems serve to mitigate risks to the organization.

6. Strong financial management & performance —. The IT Strategy Roadmap outlines new
systems that Milton Hydro is investing in which will enable better analytics, better
reporting systems, and more actionable data. Debt consolidation and re-financing to
enable more advantageous debt arrangements. Investment in automation software
included in capital investment plans. Additional Finance Staff hired to expand financial
capability of capacity of finance department. Better insight to financial performance and
their drivers allows for better decision making to make the organization more financially
efficient. The enhancements in the financial capability has been included within the

application.

7. Meeting evolving customer expectations — Customer interactions have changed, driven
by social media, technology and re-aligned expectations from experiences with the likes
of Amazon. Customers expect to interact on the media of their choosing (i.e. twitter, SMS
etc) and expect responses in real-time. Milton Hydro does not currently have the
capacity to manage real-time interactions on platforms other than voice. In order to
evolve the way Milton Hydro interacts with customers and also provide additional data
insights, investment in a new website with clear navigation, providing more timely and
useful information to customers regarding outages, being able to communicate with
customers on more platforms through OMNI Channel Software, reducing outage
durations through more system automation and having an in house 24/7 system control
room are all part of Milton Hydro’s plans to evolve how it interacts with its customers.

These are identified within the rate application.

8. Improved communications — Through Lean Six Sigma improve end-to end
communication processes to create a seamless and better communication experience
for customers. Investing in OMNI channel software platform, engaging on social media

about outage, electrical safety, conservation support programs and other energy
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updates. Launching new outage notification systems to send text messages to
customers about outage information and duration. Also, an investment in a new website

as noted in 7 above.

9. Enhancing Corporate resiliency (people, systems) — Milton Hydro is too thinly staffed
resulting in significant single-incumbency risk. In order to enhance resiliency, Milton
Hydro is investing into people to add capacity and bench strength, systems are being
implemented to institutionalize and normalize data and processes are being
implemented for clarity, accountability and transparency. Milton Hydro’s entire business
plan has been prepared to achieve the Milton Hydro 2.0 Strategy, investments to

improve resiliency can be found throughout its capital and OM&A budgets.
External Drivers

1. Continued rapid community growth — Milton Hydro’s investments in people, systems and
processes will enable their scaling so Milton Hydro can efficiently manage the business
transaction volumes with the current number of customers and be positioned for
increases due to growth in the future. Milton Hydro has managed the growth over the
past years through long work hours and poor work/life balance for employees; however,
the ability to continue to manage the business this way is becoming increasingly
strenuous to the organization and will become unsustainable. To manage the current
customer base and scale its business for the impending growth in customer base, Milton
Hydro has recognized that it is at a transition point where it must modify and improve the
way it operates. The capital and operating expenditures outlined in the rate application
are for the systems, people and assets required to be able effectively modernize Milton
Hydro’s operational capabilities to meet the current and coming demand in terms of

population growth and load growth.

2. Electrification of Transportation — As load grows due to EVs, Milton Hydro’s engineering
team will assess and address the impacts to its distribution grid. There hasn’'t been
significant impact due to EVs yet, however by enhancing corporate resiliency, the
company will be better positioned to respond to the disruption that is expected to occur
due to EVs. By incorporating an in-house 24/7 system control room, the company will be
better able to manage its distribution grid as changes to its infrastructure are made to

accommodate EVs and to enable crews to work safely through better control of its
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system. Electrification of transportation represents a significant acceleration of capacity
requirements on the Distribution Network. According to the Minister of Transportation,
the goal is to have 20% cars sold to be zero emission vehicles on the road by 2026,
increasing to 60% by 2030 and 100% by 2035". This will have significant impact on the
capacity of Milton Hydro’s distribution network. If 50% of Milton Hydro’s customers were
to add a single 10KW Level 2 Chargers, it would amount to approximately the same load
that Milton Hydro has added throughout its entire existence. It is not unreasonable that
this increase in Level 2 charger installation could occur within the next 10-15 years.
Captured in Milton Hydro’s strategic plan are the enhancements in the distribution
system, service availability, data insights and system upgrades that will support the

move towards electrification of vehicles.

3. Local Residential Demographics — Given that the Town of Milton is a highly residential
community, with many new subdivisions with large homes, the demographics of Milton
may mean more EVs than other communities as the average household income is

higher than provincial averages. See Electrification of Transportation driver above.

4. Local Industry Demographics — The main industry in Milton is warehousing and logistics
and it is expected that there will be a higher adoption of electrification of vehicles

because the nature of the industry. See Electrification of Transportation driver above.

5. Acceleration of severity & frequency of weather-related events — See part c. of 1-JOL
Shewchun-1 which discusses the recent derecho event, and the investments Milton

Hydro is making to improve power outage response.

6. Sustainability & Net Zero — Milton Hydro expects more Distributed Energy Resources
(DERs) within the town of Milton as customers look to lowering their carbon footprint.
Milton Hydro’s electricity distribution grid will become increasingly complex, the company
investments in a new control room will help mitigate some of the risks associated with a
more complex system. Milton Hydro’s engineering department does not currently have

the incremental capacity to manage these types of connection requests.

7. Disruption within the traditional LDC Business Model — Milton Hydro’s goals to be more

customer centric will help mitigate the potential risk of customers defecting and going off

" https://www.canada.ca/en/transport-canada/news/2022/04/minister-of-transport-announces-the-expansion-of-the-
incentives-for-zero-emission-vehicles-program.html



https://www.canada.ca/en/transport-canada/news/2022/04/minister-of-transport-announces-the-expansion-of-the-incentives-for-zero-emission-vehicles-program.html
https://www.canada.ca/en/transport-canada/news/2022/04/minister-of-transport-announces-the-expansion-of-the-incentives-for-zero-emission-vehicles-program.html

Milton Hydro Distribution Inc.
EB-2022-0049

Interrogatory Responses
Page 77 of 301

Filed: July 25, 2022

grid. Milton Hydro’s investments in customer communications, smother end to end
customer experiences, and other investments noted regarding the internal driver of

meeting customer expectations is driving some of its investments here as well.
1-CCC-6

Ex. 1/p. 17

Milton Hydro has referred to having its system ready to operate as a Distribution System
Operator as the electricity landscape changes with more Distributed Energy Resources coming
online. Please explain, in detail, how Milton Hydro’s role will change with the onset of more
DERs and that role impacts Milton Hydro’s costs. Does Milton Hydro have a forecast of DERs

expected over the rate plan period? If so, please provide that forecast. If not, why not?
Response:

Historically, electricity is generated at generating stations and transmitted to downstream loads
through transmission lines and distribution network. DERSs such as rooftop solar and battery
storage provide sources of energy injected into the distribution system which are local or within
the load mixes. This changes the historical convention of distribution grid operation which an

LDC has to adapt, among which are safety procedures.

With the increasing volume of DERSs, the control room operators have a more complex system
to monitor and ensure that the system remains stable and sections are not overheated. They
may have to mediate between DERSs to ensure the system remains stable and viable. With two
way flows, there will be additional tools to manage the system and for the operators to monitor.
Continuous investment in the SCADA/OMS system will be required to provide new capability to
monitor all the active DERS and their output. Optimization tools will be required to look after

these DERs in the distribution system which an operator has to understand and mange.

Milton Hydro does not have a forecast of expected DERs, however it monitors the industry trend
and reports such as the two consultations initiated by Ontario Energy Board: Utility
Remuneration (EB-2018-0287) and Responding to Distributed Energy Resources
(EB-2018-0288). The goal of these consultations was to investigate how Ontario may need to
adapt current regulatory approaches, taking incremental steps to evolve the existing policy

framework and proactively identifying and addressing emerging issues. ICF was engaged by the
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OEB to assist in these consultations. In the ICF study, two DER technology trends are
identified. The report projects a ten year growth which it terms as indicative rather than
predictive from 2021 to 2030. For solar, it projects a cumulative growth between 3.2% and 13%
with a mid range of 7.3% while energy storage has a growth projection between 2.9% and
17.2% with a mid range of 8.6%. Milton Hydro’s territory is in the GTA corridor with a young
and rapidly growing population which it anticipates the growth of these two technologies to be at

least in the mid range if not more on the high rage.
1-CCC-7

Ex. 1/p. 35

Please fully describe, in detail, the process that Milton Hydro undertook to develop the budgets
set out in the Application. Please provide all directives sent to employees regarding the

development of the business planning cycle
Response:

Milton Hydro’s process to develop the budgets as set out in the application are referenced in
Exhibit 1, subsection 1.2.6.2, Page 35.

See response to 1-SEC-15 for more information regarding Milton Hydro’s budget kick-off

materials sent to all business units.
1-CCC-8

Ex. 1/p. 35

Please provide all materials provided to Milton Hydro’s Board of Directors with respect to this
Application and the underlying budgets.

Response:

The materials relating to the application and underlying budgets provided to Milton Hydro’s
Board of Directors are included in Exhibit 1, Attachment 1-2 2023 BUDGET AND 2024-2027
FORECAST. No other materials were provided to the Board.
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1-CCC-9

Ex. 1/p. 9 and p. 49

The entire Senior Management Team (SMT) at Milton Hydro has turned over during the 18-
month period from August 2020 to January 2022. Please provide an organization chart setting
out positions prior to August 2020. Please indicate how the organization will change over the

rate plan term
Response:

A Senior Management Team Organization Chart dated April 2020 is provided (Attachment 1-8

Senior Management Team Organization Chart).

For organizational changes over the rate plan term, please refer to Exhibit 4, Table 4-48 page
109 which provides the year-over-year changes in FTE’s within each of MHDI’s functional
departments. Also please refer to Exhibit 4, Table 4-49 page 110 which provides the year-over-

year changes for New and Eliminated roles from 2016 over the term of the rate plan.

MHDI has also provided its justification for each New and Eliminated headcount in Exhibit 4,

pages 111 to 121.

1-CCC-10

Ex. 1/p. 56

The evidence states, “As a result of the recent volatility in inflation, and as this is an evolving
situation, Milton Hydro notes the issue and will provide further assessment during the
proceeding as the situation evolves.” What is Milton Hydro’s current proposal regarding
inflation? Please specifically identify the cost categories that are most impacted by inflation —

both with respect to capital and operating costs
Response:

Please refer to response for 4-Staff-59.
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1-CCC-11

Ex. 1/pp. 74-75

What was the cost of the Decision Partners two-phase research program and the UtilityPULSE

Customer Satisfaction Survey? How are those costs recovered?
Response:

The Cost of Decision Partners two-phase research program is $62,969, as indicated in
response to 1-CCC-3, these costs are a component of One-Time Rate Application Preparation
Costs, and 1/5th of the costs were included in 2023 OM&A. The cost of the UtilityPulse
Customer Satisfaction Survey was $22,400, and costs were expensed as part of the 2021
OM&A costs.

1-CCC-12
Ex. 1/p. 97
Please provide the allowed and actual ROE for Milton Hydro for the years 2016-2021.

Response:

Deemed ROE %

Year Achieved ROE% (COS 2016)
2016 9.87 % 9.19 %
2017 9.45 % 9.19 %
2018 10.45 % 9.19 %
2019 6.74 % 9.19 %
2020 6.86 % 9.19 %
2021 7.41 % 9.19 %

VULNERABLE ENERGY CONSUMERS COALITION

1-VECC-1

Reference: Exhibit 1, page 17
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MHDI states its franchise has a : “Young demographic (largest age group is 35-39) — median
age is 3510 (a demographic that is more in touch with climate related initiatives and electric
vehicles (EV)), i.e.: willing to invest in EVs.” Yet we note that the Fuels Institute’s EV Consumer
Behavior June 2021 Report states: “The average EV owner continues to be male, aged 40-55
years old, with an annual household income of more than $100,000 ($129,000 CDN.)(2019).
https://www.fuelsinstitute.org/

a. What actual evidence does MHDI have to suggest that its franchise areas is any more

likely than other parts of Ontario to require EV charging infrastructure in the future?
Response:

Milton Hydro is correlating the forward-looking indicators contained within the demographics and
industry trends and preparing itself for the future based on the story that these indicators are
telling, doing so is responsible and helps the company be proactive by preparing. Milton Hydro’s
current largest demographic group of 35-39 will shift into the demographic group cited in the
question (https://www.fuelsinstitute.org/) over the course of the 5 year rate period. The question
highlights the annual household income as a factor and a driver of electrification. According to
Statscan*, Milton has 15.7% of its population earning over $100,000 per year while 11.5% of
Ontarians have an income of over $100,000 per year, thus indicating Milton has 35.8% more of
its population earning more than $100,000 compared to the rest of Ontario. Alignment of this
data leads Milton Hydro to conclude that it will have increased demand for electrification of

transportation which it must prepare its assets and operations to support.'®
1-VECC-2

Reference: Exhibit 1, page 36

“Based on customer feedback and preferences, Milton Hydro made changes and re-prioritized
some of its investments during the DSP period, with a goal to improving service without

increasing its total capital budgets.”

a. What changes did MHDI make to its investments due to customer feedback?

16https://www1 2.statcan.gc.ca/census-recensement/2021/dp-pd/prof/details/page.cfm?

Lang=E&SearchText=ontario&DGUIDIist=2021A00053524009,2021A000235& GENDERIist=1,2,3&STATISTIClist=1&
HEADERIist=0
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Response:

a. Customer Engagement feedback indicated a strong preference for system reliability and
future readiness. These two indicators support project prioritization in the System
Service category. $579,957 was shifted from System Renewal to System Service for
2023. This shift of funds was continued for 2024-2027. (For more information, please

see response 2-Staff-41.)

This budget shift enables the reprioritization of automated overhead and underground
switch projects, along with the implementation of a SCADA based Fault Location,
Isolation and Services Restoration (FLISR) system. These projects can help Milton

Hydro better meet customer preferences.
1-VECC-3

Reference: Exhibit 1, page 56 / Exhibit 4, page 9

With respect to the inflation assumptions applied by MHDI, the Utility states: “Milton Hydro notes
the issue and will provide further assessment during the proceeding as the situation evolves.”

a. Please explain this statement and specifically address whether MHDI is proposing to

amend its application and if so when.

Response:

Please refer to response for 4-Staff-59.

1-VECC-4

Reference:  Exhibit 1, page 70 / Exhibit 4, page 54
“70% of Milton Hydro's customers have chosen paperless e-billing.”

a. Please describe the account opening processes provided to new customers. Specifically,

is paper or on-line billing the default option presented.

b. What promotions or incentives does MHDI currently offer to encourage e-billing. What

new programs are being offered in the test year and during the rate plan period?
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c. Please provide a breakdown of the forms of customer payments for 2021 (i.e., online,

cheque, cash).

Response:

a. New customers have the choice to sign up online or by calling in to Milton Hydro’s head

office. For both account registration options, e-billing is the default billing option. Milton

Hydro’s account opening process for new customers is as follows:

Online set up:

Call in set up:

www.miltonhydro.com

— My Account portal on Milton Hydro’s website:

https:/myaccount.miltonhydro.com/

request address to start (confirm landlord if a tenant)

request take over date or closing date if owner with lawyer name

and number

request contact information, owner, tenant and others to be noted

on the account

email is requested to provide e-bills on account (this also prompts
the customers online portal account for set up where changes are

available to customers for paper or other updates)
advise $30.00 and HST set up fee on their first bill

ensure they are aware of monthly billing for hydro and bi-monthly

for water

customer to receive an email same day confirming the account
number and subsequently another email with username and

temporary password for their online account


http://www.miltonhydro.com
http://www.miltonhydro.com
https:/myaccount.miltonhydro.com/
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b. Milton Hydro does not incentivize e-billing as it is the default option for a new customer
opening an account. The company does encourage existing customers still on paper
billing, to register for paperless billing for the soft benefits such reducing paper waste
and environmental impact, as well as the time/cost avoidance (i.e., of printing, postage,
processing, and archiving). This type of promotion is done through organic social media

posts or at local community events.
c. In 2021, the following payment options were available to Milton Hydro customers:

1. Pre-authorized payment of full bill amount on due date withdrawn from
bank

2. Budget billing

3. Online banking

4. Telephone banking

5. Credit card payment through third party

6. Cheque mail in or drop box at head office

7. Cash payment in drop box at head office
1-VECC-5

Reference:  Exhibit 1, page 86

a. Please provide the updated final results 2021 Milton Hydro Scorecard.

Response:

a. Milton Hydro is providing a draft 2021 scorecard based on best available information as
the final scorecard for 2021 has not been produced. For example, the cost control
metrics for 2021 are not yet available. In Table 1-12 below, Milton Hydro provides an
updated version of Table 1-21 Milton Hydro Scorecard 2016 to 2021 from Exhibit 1 page
86 of 118 based on information it filed in its 2021 RRR filing with the OEB.
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Table 1-12 Updated Version of Milton Hydro Scorecard 2016 to 2021

Performance Performance Categories Measures 2016 2017 2018 2019 2020 Projection Draft 2021
Outcomes 2021

Customer Focus Service Quality New Residential/Small Business 99.60% 96.76% 99.61% 99.88% 100.00% 100.00% 100.00%
Services Connected on Time

Scheduled Appointments Met on Time 100.00% 100.00% 100.00% 100.00% 100.00% 100.00% 100.00%

Telephone Calls Answered on Time 96.70% 96.52% 93.87% 84.44% 73.17% 76.20% 76.24%

Customer Satisfaction First Contact Resolution 90% 94.20% 99.20% 100% | Compliant | Compliant | Compliant

Billing Accuracy 99.99% 99.96% 99.99% 100.00% 100.00% 100% 99.99%

Customer Satisfaction Survey Results A A A A A A A

Operational Safety Public Safety 82.00% 84.00% 84.00% 84.00% 82.00% 80.00% 80.00%
Effectiveness

System Reliability Average # of Hours that Power to a 0.74 0.61 0.74 0.33 1.52 0.75 0.76
Customer is Interrupted

Average # of Times that Power to a 0.59 0.49 0.83 0.58 1.15 0.57 0.57
Customer is Interrupted

Asset Management Distribution System Plan on track on track on track on track on track N/A N/A
Implementation Progress

Cost Control Efficiency Assessment 3 3 2 2 2 2

Total Cost per Customer $723 $667 $683 $700 $682 $703

Total Cost per KM of Line $25,334 $9,673 | $10,195| $10,390| $10,157| $10,534

Public Policy Connection of Renewable Renewable Generation Connection 100.00% 100.00% N/A N/A 100.00% 100.00%
Responsiveness Generation Impact Assessments Complemented on
Time

New Micro-embedded Generation 100.00% 100.00% 100.00% N/A N/A N/A 100.00%
Facilities Connected On Time

Financial Performance  Financial Ratios Liquidity : Current Ratio (current 2.01 1.72 1.65 1.56 1.65 0.80 0.80
assets/current liabilities)

Leverage: Total Debt (includes short- 1.33 1.25 1.24 1.28 1.37 1.27 1.27
term and long-term debt) to Equity
Ratio

Profitability: Deemed ROE 9.19% 9.19% 9.19% 9.19% 9.19% 9.19% 9.19%

Profitability: Achieved ROE 9.87% 9.45% 10.45% 6.74% 6.86% 7.30% 7.41%

1-VECC-6
Reference: Exhibit 1, page 100-101

“Pole Maintenance O&M Unit Cost Index - Milton Hydro's average unit cost index is $29.22,
while the Industry average unit cost index is $14.05. Currently Milton Hydro has no visibility or
insights as to why its unit cost index is higher from the average distributors unit cost index.
Milton Hydro will consult with other distributors who have lower than average unit cost indices to
understand the difference between its pole maintenance program and the programs of those

distributors with lower unit cost indices, to establish an action plan to reduce its costs.”

“Milton Hydro's average unit cost index is $30.81, while the Industry average unit cost index is
$12.21.”

a. Please explain precisely what plan MHDI has to investigate this and other significant

variations from the industry mean in its activity based benchmarks.
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Response:

a. As outlined in Exhibit 1, subsection 1.2.6.2., Milton Hydro has developed a detailed
“bottom up” budget while providing additional attributes of data such as: business unit;
account group to describe the activity or nature of the cost (i.e. Outside Service Provider,
wages and salaries); and units of measure (where applicable). Leveraging the capital
investments in process automation tools (Attachment 2-2 Milton
Hydro_DSP_2023-2027), Milton Hydro will extract data and deliver insightful analysis to
understand the drivers of cost. Lean Six Sigma principles will be applied with the aim at

continuously improving processes.

Milton Hydro is a member of the Utilities Standards Forum (USF), GridSmartCity (GSC),
and the Electricity Distributors Association (EDA). Collaboration will be facilitated
through these cooperatives to meet all regulatory requirements inclusive of the activity

based benchmarks.
1-VECC-7

Reference:  Exhibit 1, pages 113-

a. MHDI has introduced the management process of Lean and Six Sigma. Six Sigma's
goals are to reduce defects and variation so that processes are more consistent and
predictable. What metrics will be used to show the success (or lack thereof) of
introducing this new management process. Specifically address how the introduction of
this program will impact reliability metrics (e.g.,SAIDI/SAIFI and specific code outages

like those due to equipment failure).

b. Please provide the total costs of introducing the “Lean Six Sigma” and Lean Six Sigma
belt” programs. Please delineate the costs, by FTE, training, and other significant costs
(identify). Please provide the one-time and annual costs separately and delineate

between capital from OM&A costs.

c. MHDI notes a number of “soft” savings may occur with the introduction of the Six Sigma
processes. Examples given of this are “increased customer satisfaction and increased

employee moral”. What baseline measurement of employee moral and customer
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satisfaction is MHDI using to measure whether the program has any discernible affect on

these or other “soft savings”?

d. “Improved quality” and “Improved productivity” are other examples offered of the benefits
of the Sigma program. Improvement in the quality of what type and productivity of what

nature are being contemplated by MHDI management?

e. MHDI states that “For a rapidly growing utility such as Milton Hydro hard savings are not
expected” from the program. If that is the case then how will success (or failure) of the
program be measured in each year of the rate plan? That is how will value for money be

demonstrated?
Response:

a. The reduction of variation and defects creates more consistent and desirable customer
outputs. The metric(s) used to measure success will be project specific as it depends on

the scope and goal of the opportunity being addressed.

Lean Six Sigma can be applied on improving system distribution reliability. Two reliability
metrics we can leverage are SAIDI and SAIFI. Using the problem solving methodology,
Milton Hydro can collect the code outage data, perform root causes analysis and then
implement impactful solutions that demonstrate an improvement over baseline
performance. As a result of the improvements, customers would have a more positive
experience with less power interruptions and shorter power outages. Approaches that
could be used to help demonstrate the impact of an improvement on SAIDI and SAIFI

are:

» Customer satisfaction survey results. (More consistent outputs lead to improved

customer satisfaction)

* Reduction in unplanned power outage costs incurred by Milton Hydro (cost

reductions will be quantified and captured within the Productivity Tracker)

* Adherence to schedule of planned projects (planned work is not interrupted with

the unplanned outage recovery efforts)
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b. The cost to implement and maintain the Lean Six Sigma Methodology is effectively the

cost of wages and benefits of the Process Improvement Officer who is a certified Six
Sigma Black Belt with over 18 years of cross functional and industry diverse experience

in coaching, teaching, and leading lean and six sigma methodology.

The Milton Hydro Lean Six Sigma (LSS) program launched in January 2022 which
involves following initial activities to develop the overall LSS knowledge base; Process
Innovation Onboarding, Yellow Belt training followed by availability of ongoing coaching
to all employees seeking support for their respective lean initiatives and certification.
Table 1-13 breaks down the time per employee for each of these three activities resulting

in a total expected duration of 5 hrs./employee for yellow belt certification.

Table 1-13 Activities to Develop LSS Knowledge Base

C.

Activity Duration (hours/employee)
Onboarding 0.5
YB Training 1.5
Lean Application Coaching 3.0

Total 5.0

In addition to these listed activities, The Process Improvement Officer will continue to
provide training, mentoring and coaching on other Lean Six Sigma methods, tools and

concepts to effectively support the organization in its Lean Six Sigma journey.

For projects that identify employee morale and/or customer satisfaction impacts, Milton
Hydro will leverage surveys or structured interviews to baseline current state and then
measure again post improvement. This pre and post comparison will allow Milton Hydro
to observe the impact of the improvement. For example: The Employee On boarding
project involved designing and administering survey to baseline the onboarding
satisfaction for new employees in 2021. The improvement was to implement a
comprehensive onboarding checklist that included organizational introductions and
informational sessions to improve transition of the new hire into their role along with
ensuring availability of resources on Day 1 of employment. The same survey was
administered to employees hired in 2022 after the checklist was implemented. This
comparison enabled Milton Hydro to measure success of the checklist on improving

employee satisfaction during the onboarding experience.
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d. Improved quality refers to providing the right output to the customer the first time. In
Lean Six Sigma we define the customer as both internal and external. Internal customer
quality improvements would enable streamlined internal work flow within by eliminating
defects/rework efforts. Whereas, external customer quality improvements refers to end
users getting what they requested and paid for without rework to complete the work.

The type of quality improvement being being improved will depend on the specific
process output and downstream customer requirements. For example: quality
requirements for a new pole install could be the right pole length and asset sizing were

installed as per design in the right location.

Productivity is a measurement of output per a unit of time. When processes are
simplified, productivity is improved by removing non value added activities, thereby
achieving the same process output in a reduced amount of labour time. Or alternatively,

an increase the number of process outputs without increasing labour time.

e. Productivity improvements will be quantified for each project and summarized by year
within Productivity Tracker for both hard and soft savings. This Productivity Tracker can

be leveraged to demonstrate savings progress for the annual rate plans.

Milton Hydro may also track other soft savings through annual employee and customer
satisfaction surveys depending on the whether the scale of an improvement is large and

specific enough to be attributed to a change in the survey response.
1-VECC-8

Reference: Exhibit 1, page 86

“The entire Senior Management Team (SMT) at Milton Hydro has turned over during the 18-26
month period from Aug 1, 2020, to January 2022”

a. Was the Milton Hydro 2.0 Strategy and Six Sigma program developed by the new
management team? What was the longest tenure of a senior manager at Milton Hydro
who assisted in the development of these initiatives?

b. Is MHDI aware of any other electricity utility that has implemented a Lean Six Sigma

program? If yes please provide the assessments MHDI of those programs.
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Response:

a. The reference cited above for this question could not be located on page 86. Exhibit 1

Page 9 of 118 indicates:

“The entire Senior Management Team (SMT) at Milton Hydro has turned over during the
18-month period from Aug 1, 2020 to January 2022.”

The new management team developed the Milton Hydro 2.0 Strategy which identified
the need for a Lean Six Sigma Program. The longest tenure of a senior manager at

Milton Hydro who assisted in the development of these initiatives is 24 months.
Lean Six Sigma Program was developed and launched in January 2022.

b. Milton Hydro is not aware of any other electricity utility that has implemented a Lean Six

Sigma program.
INDEPENDENT PARTICIPANT

1-JOL Shewchun-1

Reference: Customer Centric Organization, Exhibit 1 p.21

Not only in Exhibit 1, but scattered throughout the application, Milton Hydro states they want to
build a Customer Centric Organization where loyalty, satisfaction and trust are established with
its customers. Many Customer objection letters, to this proposed increase, have been received
by the OEB. Milton Hydro customers state that the proposed increase is too high, will cause

financial hardship and have requested that the OEB NOT grant this increase.
a. Has Milton Hydro read the Customer Letters sent to the OEB?

b. Would Milton Hydro be prepared to respect their customers and postpone this increase

until inflation returns to 2-3%7
c. If not why not?

d. If this increase is postponed what catastrophic destructive event could occur in the next

year?
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e. Would Milton Hydro be prepared to do anything to ease the financial burden for its

customers?
Response:
a. Milton Hydro has read all of the customer letters sent to the OEB.

b. Milton Hydro is requesting a rate increase because it's customers need to receive safe
and reliable power from Milton Hydro, and Milton Hydro needs the revenue to be able to
deliver the programs required to achieve this goal. Milton Hydro’s investment plans will
improve the customer experience and overall satisfaction by reducing outage frequency
and duration, keeping safety as a top priority, and providing frictionless access to
information for customers. Based on Milton Hydro’s outreach to customers regarding its
investment plans, the majority of customers are supportive of Milton Hydro’s plans.
Milton Hydro will not be able to achieve its objectives if it postpones this increase until
inflation returns to 2-3%. Even with this increase, Milton Hydro will be challenged to
deliver the programs its customers require, as it too will face growing costs as its
suppliers will pass on higher costs to Milton Hydro as all segments of the economy are

impacted by inflation.
c. See partb.

d. On May 21, 2022 Canada’s most densely populated region, the corridor between
Windsor to Quebec City, was affected by a high-impact derecho event. This was one of
the most impactful thunderstorms in Canadian history with winds up to 190 km/h as well
as several tornadoes causing widespread and extensive damage along a path that
extended for 1,000 kilometers. The Town of Milton was in the path, it was affected by this
Major Storm, and there were widespread outages in the Town of Milton impacting
thousands of customers. Milton Hydro considers safety as its number 1 priority. Milton
Hydro has been able to operate without a control room without any catastrophic event;
however, as experienced recently during the derecho windstorm, Milton Hydro lacks the
resources to be able to effectively respond to such major weather events and associated
outages. The severity of weather events is increasing, and Milton Hydro needs to make
new investments so it is prepared to respond effectively to such major weather events.
As was demonstrated during this storm and during the aftermath of this storm. To be

better equipped to respond to outages such as this, Milton Hydro is investing in
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distribution automation and smart grid infrastructure, it is building a control room with
24/7 oversight, maintaining system performance through proactive replacement and
refurbishment of aging poles, transformers and wires, it is repatriating its line staff whose
work had previously been contracted to third parties, and it is investing in an outage
notification system. As weather events become more active and more frequent, Milton
Hydro must begin to build resiliency as soon as possible, which includes additional
operational personnel (including more poweline technicians), better insight to our
distribution network, a 24/7 control room and improved inbound and outbound
communications with customers so that Milton Hydro can better inform its customers. It
is a matter of time before the next ice storm, or the next derecho event occurs and Milton

Hydro is attempting to strategically prepare for these events to the extent that is able.

e. Milton Hydro recognizes that some customers have been struggling to pay their
electricity bills, especially during the COVID-19 pandemic, and inflation increases will not
make it easier for customers. We continue to help customers in need by connecting

them with financial assistance, relief measures and other flexibility.

1-JOL Shewchun-2

Reference: Enterprise Resource Planning System (ERP) Exhibit 1 p.20

The implementation of ERP is a major driver in this application for a large increase.

a. Please provide a complete, detailed costing to implement and maintain this program,
including increased need for personnel, precise IT requirements including software,

consultants,training costs, etc.

b. If ERP were not implemented what decrease would there be on the proposed increase to

residential customers of 4.18%, $5.32 per month and for GS Customers?
c. If ERP were not implemented what expense savings would benefit Milton Hydro?

d. Please provide all documentation related to ERP which influenced Milton Hydro to

implement ERP.
Response:

a. Please refer to response to 1-SEC-21.
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b. ERP capital expenditures are not impacting customer rates in 2023, there is no in-
service ERP Capital in 2023. The ERP system is planned to go into service after 2023.

Please refer to response to 1-SEC-21.

c. If the ERP system was not implemented Milton Hydro would need to hire more staff to
operate the antiquated current systems because we have many legacy cumbersome
processes working with the system, of which there are manual processes. We would
also risk a complete failure of the system as the version of the system we are using will
eventually not be supported by the vendor as it is 13 years old and the typical lifespan of
such a system is 15 years. Milton Hydro is also implementing new systems that require
integration with ERP. The current ERP, or financial system, does not easily integrate with
new systems coming online and is become increasingly costly to maintain and develop
these integrations. Currently many of the integrations are not possible and require costly,

manual work arounds.

d. Please refer to Exhibit 2, Attachment 2-2, DSP, Appendix A: Capital Investment Sheets
and Business Cases, Business Case: ERP pdf page 314 of 667.

1-JOL Shewchun-3

Reference: Lean Six Sigma Methodology(LSSM) Exhibit 1 p. 25

a. Did a consultant recommend LSSM? If not what was the impetus for its implementation.
b. Please provide a detailed costing to implement and maintain this LSSM.
Response:

a. Milton Hydro did not rely on a consultant to recommend using the Lean Six Sigma
Methodology. Milton Hydro’s senior management team identified that its business
processes needed to be significantly overhauled so that they could be appropriately
scaled given the size of its customer base. The impetus for the implementation is that
many of Milton Hydro’s business processes are legacy business processes and have
been used for many years since it was a small distributor. The current business
processes are cumbersome, disjointed, and have substantial manual processing
components embedded within them and inherent inefficiencies. Milton Hydro’s customer

base has grown and the company has determined that much improvement is needed to
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its business processes through automation. This will enable Milton Hydro to process
transactions quicker, more economically, and to create a seamless end to end customer
experience as many of its processes are fragmented and need to be more customer
centric. Lean Six Sigma will allow Milton Hydro to better scale its processes and take on
more work as its customer base grows. The Lean Six Sigma Methodology is a well
known and widely accepted methodology in the competitive private business sector as a
means for continuous improvement, productivity improvements, and for the development
of efficient innovative business processes. Therefore, Milton Hydro’'s Senior
Management Team has determined that the Lean Six Sigma Methodology is critical for
the future success of Milton Hydro who operates in the customer service focused
electricity industry. The utility’s processes must be transformed from those of a small
distributor to those of a large distributor. The result of not automating and streamlining
would result in having to hire additional people to make up for inefficiencies and potential

customer experience degradation over time.

The cost to implement and maintain the Lean Six Sigma Methodology is effectively the
cost of wages and benefits of the Process Improvement Officer. One of the biggest
challenges organizations typically have when implementing new computer systems, is
creating business processes that feed information into the new digital systems. Some
organizations try to implement new digital systems without making the appropriate
changes to the underlying business processes.However, this is like trying to put a square
peg into a round hole, it just doesn’t fit. The Process Improvement Officer role will lead
Milton Hydro in overhauling its business processes so that the right data is gathered and
captured using efficient processes to feed into the new digital systems. In addition, the
Process Improvement Officer role will work with functional departments to establish
improved business processes so that functional departments can optimize resources
and operate more efficiently. The work of Lean Six Sigma is an ongoing long term
journey to enable the organization to continuously improve. By having processes well
established and documented beforehand, the organization will be able to de-risk the
implementation of its automated platforms and ensure their success. Furthermore,
having this position filled in-house will avoid substantial consultants fees on system
process mapping when automating many of the functions. This role will lead to cost
savings through streamlined operations, elimination of waste and unproductive efforts,

avoidance of consulting costs and automation preparedness.
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EXHIBIT 2 - RATE BASE INTERROGATORIES
OEB STAFF INTERROGATORIES
2-Staff-11

Asset Management & Asset Condition Assessment

Ref: Exhibit 2, Appendix E, Page 34

Preambile:

Milton Hydro provided the following information regarding the MS Transformer Age Limiter, and

the Health Index results for MS Transformers (Main Tank) and MS Transformers (LTC):
* Age Limiting Factor Criteria — MS Transformers: Figure 1-1, pp. 34
* Health Index Distribution — MS Transformers (Min Tank): Figure 1-3, pp. 36
* Health Index Distribution — MS Transformers (LTC): Figure 1-4, pp. 36
Question(s):

a. Please explain why Milton Hydro uses age limiting factor on assets that are in Good and

Very Good condition.

i.  Specifically, please discuss the use of age limiting factors on assets that may
remain in Good and Very Good conditions well past their actuarially expected

service lives.

b. What is the calculated Health Index for all the “MS Transformers (Main Tank)” assets

with the “Age Limiter” removed?

c. What is the calculated Health Index for all the “MS Transformers (LTC)” assets with the
“Age Limiter” removed?
Response:

a. Age limiter was used for MS7 and MS4T1 transformers that were found to be in a “very

good” condition based on their Health Index scores. The function of the Age Limiter is to
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establish a maximum Health Index score to account for aging not necessarily captured
by Health Index. Even though the Health Index scores show that these transformers are
in a “very good” condition, they are both over 45 years old and it is not reasonable to
assume that they will function as well as brand new units or will last for an extended
period of time. Just because they were flagged for action using Age Limiter does not
mean that they must be replaced, but rather that appropriate action, such as more

frequent inspections or testing, may be required.

The calculated Health Index scores for all the MS transformers (main tank) assets with

“age limiter” removed are provided in Table 2-1 below:

Table 2-1 Health Index Scores, MS Transformers

MS6 90%
MS4T2 43%
MS7 93%
MS4T1 99%
MS9 89%

c. There is only one MS Transformer (LTC) in the study (MS6). With “age limiter” removed,

the calculated Health Index is the same as in the report (Main tank 90%, LTC 19%,
Composite 19%).

2-Staff-12

Asset Management & Asset Condition Assessment

Ref: Exhibit 2, Appendix E, Page 54-55

Preambile:

Milton Hydro provided the following information regarding its health index distributions and
flagged-for-action plans for different asset classes:

Concrete Poles: Figs 4-3 and 4-4, pp. 54-55

Pole Mounted Transformers: Figs 5-3 and 5-4, pp. 60-61
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* Pad Mounted Transformers: Figs 6-3 and 6-4, pp. 66-67

* Pad Mounted Switchgear: Figs 7-3 and 7-4, pp. 72-73

* RTUs: Figs 8-3 and 8-4, pp. 77-78

* Submersible Transformers: Figs 10-3 and 10-4, pp. 85-86

* Vault Transformers: Figs 11-3 and 11-4, pp. 90-91

Question(s):

a. Please confirm that at the planned rate of replacement over the upcoming DSP period as

shown in the flagged for action figures referenced in the preamble, all Poor and Very

Poor condition assets in each of these asset classes will have been replaced prior to the

end of the DSP period (in some cases as early as in the second or third year of the DSP

period).

If confirmed, please explain why it is prudent for Milton Hydro to begin replacing
assets that are in Fair, Good or Very Good conditions during the upcoming DSP
period after all the Poor and Very Poor condition assets have been replaced in
each of these asset classes. Provide separate explanations for individual asset

classes as appropriate.

If not confirmed, please identify which of these asset classes will not have had all
Poor and Very Poor condition assets replaced prior to the end of the upcoming
test period and explain why all the Poor and Very Poor condition assets were not
replaced. In other words, which classes will not have seen the replacement of
Fair, Good or Very Good condition assets prior to the end of the test period and

why.

If not confirmed, please provide revised flagged for action plans that do not
feature a rate of asset replacements that implies that Fair, Good or Very Good

condition assets will be replaced during the DSP period.
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2-Staff-13

Milton Hydro Distribution Inc.
EB-2022-0049

Interrogatory Responses
Page 98 of 301

Filed: July 25, 2022

N/A

Not confirmed: It is not necessarily expected that all Poor and Very Poor
condition assets in each of these asset classes will have been replaced prior to
the end of the DSP period. These asset classes are replaced reactively due to
failure or if found to be in a condition of imminent failure during routine field
inspections. Assets ranked as in Fair and Good condition are also candidates for
failure. Milton Hydro experience has been that units may fail prematurely due to
deteriorated tanks, tracking insulators etc caused by a poor environment such as
proximity to salt spray and exposure to ground water. The Health index of these
assets was reviewed along with the flagged-for-action plans to determine an
appropriate reactive replacement budget. See Table 1 The Health Index Results
Summary (pg. 458 / 667) and Table 3 Ten Year Flagged-for-action plan (pg. 461 /
667)

The numbers presented in the Flagged-for action plan are not necessarily equal
to the number of assets to be replaced as units to be replaced represent a subset
of the Flagged for Action units (pg.430 / 667)

It is also important to note that the Flagged-for-action plans are based solely on
asset condition using a probabilistic, non-deterministic, approach and, as such,
can only show expected failures or probable number of units that are expected to
be candidates for replacement or other action.  While this condition-based
Flagged-for-action plan can be used as a guide for Renewal Investment category
within Distribution System Plan, it is not expected that it be followed directly or as

the final deciding factor in making investment decisions. (pg. 431 / 667)

Asset Management & Asset Condition Assessment

Ref: Exhibit 2, Attachment 2-2, Page 75 of 132
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Preamble:
Regarding information by asset type, Milton Hydro provided the following:
*  MHDI Asset Summary: Table 31, pp. 75 of 132
Question(s):
a. How did Milton Hydro determine the appropriate TULs to use for the listed assets?

i. If different approaches are used for different asset classes, please identify the

different approaches and why they are used for the respective assets.

b. Please explain the role TULs play in Milton Hydro’s asset management (e.g., in

determining when an asset reaches “end-of-life”).

Response:

a. Milton Hydro based the TULs on the values found in Table F1 of the Asset Depreciation
Study for the Ontario Energy Board, Kinectrics Inc. Report No: K-418033-RA-001-R000.
There has been no change to the TULs since the 2016 COS filing with the exception of
Overhead Remote Switches. Overhead Remote Switches were originally bundled with
RTUs and given a TUL of 20 years. They have since been unbundled and given a TUL
of 35 years for the Switch portion and 15 years for the RTU portion which conforms to

Kinectrics Table F1.

b. The TULs serve as a guide for Milton Hydro’s asset management. Milton Hydro uses the
TUL as well as a condition based assessment to determine end-of-life of assets. Milton
Hydro also increases its maintenance activities as an asset approaches it's TUL such as

increased frequency of pole testing.
2-Staff-14

Capital Spending Envelope

Ref: Exhibit 2, Attachment 2-2, Page 96 of 132

Preambile:
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Regarding its customer engagement activities to ascertain plan alignment, Milton Hydro

provided the following:

+ Capital Budget Moved from System Renewal to System Service: Table 41, page 96 of
132.

Question(s):

a. Please explain the basis for Milton Hydro’s decision to move funds from Milton Hydro

wood pole replacement and switchgear replacement programs to System Service.

b. What will the Wood Pole Replacement Capital Budget funds moved to System Service

be used for? How did Milton Hydro evaluate the trade off?

c. What will the Switchgear Replacement Capital Budget funds moved to System Service

be used for? How did Milton Hydro evaluate the trade off?
Response:

a. Customer Engagement feedback indicated a strong preference for system reliability and
future readiness. These two indicators support project prioritization in the System
Service category. Rather than incorporate additional System Service capital projects and
increase the overall budget envelope, projects in the System Renewal category were
reviewed for system risk and prioritization. Two programs were examined: pole
replacement and proactive switchgear replacement. Prior to receiving customer
engagement feedback, the pole replacement budget was initially defined based upon the
preliminary Asset Condition Assessment (ACA) findings. The ACA pole classification was
reviewed and revised addressing poles that are at their end of life or in very poor and
poor conditions. Upon examination as a result of customer feedback, Milton Hydro
determined that budget previously allocated to the pole replacement program could be
reallocated without adding additional risk to maintaining system reliability. The
switchgear replacements were divided into two programs: proactive and reactive
replacements, both in the System Renewal category. The proactive switchgear
replacement budget was shifted into System Service as part of the switchgear

automation program. System Service was deemed the appropriate driver for this
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investment. The budget shift ensures that the equipment and system reliability are

maintained, while supporting investments in new smart technology.

The wood pole budget was directed to the replacement of manual overhead switches
with SCADA operated switches and to the implementation of a SCADA based Fault
Location, Isolation and Services Restoration (FLISR) system. The reallocated budget
was a portion of the pole replacement that are typically low risk, feed few customers and
will be managed via the pole inspection program. The shifted funds can better affect and
improve reliability for many customers and enhance future readiness by accelerating the

replacement of OH/UG switches and the implementation of FLISR.)

The System Renewal proactive switchgear replacement budget was reallocated to
System Service for the proactive replacement of manual overhead and underground
switches with units that have SCADA operated switches for remote control capabilities.
This provides operators more visibility of field assets, more control and better safety for
operations staff, and improved reliability. Switchgears that are identified for replacement
through the inspection program or have been run to failure will be replaced within the

reactive replacement program.

2-Staff-15

Capital Spending Envelope

Ref:

Exhibit 2, Attachment 2-2, Page 128 of 132

Preamble:

Regarding its Planned Capital Expenditures, Milton Hydro provided the following:

DSP Planned Capital Expenditures 2023-2027: Table 49, page 128 of 132.

Question(s):

a. Please provide the average annual historical period spending in each of the same

System Renewal sub-categories as shown in Table 49.

b. Please provide the average annual historical period spending in each of the same

System Service sub-categories as shown in Table 49.
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c. Please provide the average annual historical period spending in each of the same

General Plant sub-categories as shown in Table 49.

Response:

Table 2-2 Average Historical Spend provides the information requested in parts a., b. and c. of

the question.

Table 2-2 Average Historical Spend

Category Average Annual (2016-2021)

System Renewal 1,946,695
Wood Pole Replacement Program 505,660
Reactive OH Replacement of defective/damaged equipment 469,688
Reactive UG Replacement of defective/damaged equipment 430,291
Proactive Meter Replacements 85,282
Porcelain to Poly replacement program 130,654
Other, System Renewal 325,121
System Service 1,172,561
Overhead switch automation 434,299
Adding SCADA/OMS functionality and upkeep 200,797
TS Capacity Relief - new 2 circuit pole line 406,764
Other, System Service 130,701
General Plant 1,179,074
Fleet 210,104
Miscellaneous Building Capital 310,704
Computer Software Misc 74,138
Computer Software - Data, Analytics, & Other Initiatives 107,314
Computer Hardware - Server, projector, toughbooks 72,201
Stores Equipment 16,771
Major Tools 31,448
Other, General Plant 356,394
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System Renewal Spending

Ref: Exhibit 2, Attachment 2-2, Page 76 of 132

Preambile:

Regarding information by asset type, Milton Hydro states:
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“Proactive replacement strategies have been adopted for poles, porcelain hardware, defective

polymeric switches, legacy pad mounted transformers and underground primary switchgear.

Reactive replacement strategies have been adopted for the remainder.”

Question(s):

a. Please provide documentation of the proactive replacement strategies for each of the

listed asset types, if available.

b. Kinectrics’ ACA study report, pages 6-7, characterizes poles as having ‘“low
consequences of failure that are run to failure and are replaced reactively”. Please
explain the apparent contradiction with Milton Hydro’s proactive replacement strategy for
poles.

Response:

a. The proactive replacement strategies of poles is documented in SR-1 Capital Project

Sheet of the Distribution System Plan, pages 257-259 of 667. Similar proactive
replacement strategies considering End of Life, Reliability, capital prioritization process,
safety are used for porcelain hardware, defective polymeric switches, legacy pad

mounted transformers and underground primary switchgear.

In the ACA report, the approach of establishing Flagged-for-Action plan was based
assuming reactive replacements, i.e., poles failure rate based on the fleet failure curve
was used in conjunction with age distribution to generate predicted number of poles that
would have to be replaced without identifying specific poles to be replaced. The flagged-
for-action numbers represent a starting point for developing proactive pole replacement
programs. Poles that are identified as flagged for action are then assessed for pole
replacement program by reviewing customer impact, public/worker safety, age, height

and strength standards.

2-Staff-17

System Renewal Spending

Ref:

Exhibit 2, Attachment 2-2, Page 126 of 132
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Regarding its system renewal investment drivers, Milton Hydro states:

“In summary, system renewal spending will focus more proactively on planned proactive pole

replacement programs at higher levels than seen prior to 2023 and on meter replacements for

Question(s):

units that have been determined to be functionally obsolete.”

a. Regarding the forecast step increase in pole replacement spending:

Response:

What factors are driving this spending increase?

Please compare Milton Hydro’s actual pole replacement (number of replacement
and costs) with planned replacement for the period of 2016-2020. Please discuss

drivers for the variance, if any.

Please compare asset condition assessment results for poles from last DSP with
the current one. Please discuss drivers for changes in poles’ condition

assessment results, if any.

Increased spend is due to a forecasted requirement for replacement of more
poles at a higher unit cost. The average unit cost of pole replacements has seen
a rise in recent years and is attributed to an increased use of hydrovac services
for pole hole excavations, traffic protection services, as well as more frequent

requirement for rock drilling.

Annual budget values for the Pole Replacement Program were adjusted each
year based on the number of actual poor poles identified. See Table 2-5 below.
Poor pole replacements were also replaced under the reactive program,

overhead rebuilds and various road widening projects.
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Table 2-5 Pole Replacement Program Actual vs Budget

Annual Wood pole Replacement Program

2016 2017 2018 2019

Budget - 2016 DSP $ 500,000 $ 375,000 $ 500,000 $ 500,000 $ 625,000
# poles 100 75 100 100 125
Budget - approved each year $ 500,000 $ 444,528 $ 329,502 | $ 386,878 ($ 386,878
Actual spend $ 287,537 $ 211,838 $ 397,369 | $ 437,867 | $ 303,779
Actual # poles replaced 62 37 42 43 31

iii. The asset condition assessment (ACA) from the 2016 DSP was primarily based
on age whereas the current ACA assessed all available data to determine the
Health Index distribution. The current ACA concludes that the quantity of poles in
each of the very poor, poor, fair and good categories is significantly lower than in
2016 and the quantity of poles in the very good category is much higher.
However, the average pole age has increased. The average pole age in the 2016
DSP was 27 years and the average age in the current DSP is 28 years indicating
the overall population is continuing to age as replacements and almost 300 new

additions have not lowered the average age. See Table 2-6 below.

Table 2-6 Asset Condition Assessment Results Comparison

Asset Quantity <10 11%-35% 36%-65% 66%-89% >90% Average Age

2016 DSP ACA | Poles - Wood 8,745 (2,364 1,002 2177 2,336 866 27
<25 25%-50% 50-70% 70-85% >=85% Average Age

2016 DSP ACA* |Poles - Wood 8,745 12,865 1,590 1,556 1,402 1,333 27
2022 DSP ACA | Poles - Wood 9,013 61 390 557 517 7,488 28

*quantities adjusted using average values to allow for category alignment

2-Staff-18

System Renewal Spending

Ref: Exhibit 2, Appendix A, pdf pages 260, 263, and 266

Preambile:

Regarding asset replacement projects, Milton Hydro provided the following information:



Milton Hydro Distribution Inc.
EB-2022-0049

Interrogatory Responses
Page 106 of 301

Filed: July 25, 2022

* Reactive replacement of OH damaged/defective Equipment projects on pdf page 260 of

667

* Reactive replacement of UG damaged/defective equipment project on pdf page 263 of

667

* Meter Replacement Program project on pdf page 266 of 667

Question(s):

a. Please explain the step changes in planned spending trends relative to the historical

period for the following programs.

Response:

Reactive replacement of OH damaged/defective Equipment
Reactive replacement of UG damaged/defective equipment

Meter Replacement Program

Reactive replacement of OH damaged/defective equipment. The 5 year historical
expenditures (2017-2021) were used for the forecasted 2023 budget amount of
$330,000. It should be noted that May 4, 2018 Storm Damage replacements of

$291,497 were included in the calculation as this was a reactive project.

Reactive replacement of UG damaged/defective equipment. The average value
of the 5 year historical spend (2017-2021) was used for the 2023 forecasted
budget amount of $280,000.

The Meter Replacement Program includes Proactive Meter Replacements and
Meter Room Upgrades - Cell Modems. Proactive Meter Replacement refers to
replacing individual meters that are found to be at the end of their useful life and
have communication issues. Generally, these consist of meters greater than 15
years in age. Ensuring meters are in good working order mitigates billing errors

and associated customer billing complaints, as well as avoiding costly manual
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meter probes (in the event of a meter failure) along with ensuring regulatory
compliance (Measurements Canada). Milton Hydro was one of the first LDCs to
implement smart meters in 2007 and have developed a program to replace
approximately 6,000 aging smart meters per year. Since this program didn’t exist
in the previous years, it represents a step change in planned spending vs

historical period.
2-Staff-19

General Plant — Buildings

Ref: Exhibit 2, Attachment 2-1, Page 9,11, and 12

Preambile:

Regarding capital cost consequence using inside storage to replace outside storage, Milton

Hydro provided the following on page 9:
» Utilization of Warehouse & Operations Space: Table 1-5, pp. 9
Regarding its shipping and receiving functionality needs, Milton Hydro states on page 12:

“This area is used to manage incoming deliveries of inventory and other purchases. The space
consists of a loading dock for goods inbound via transport trailer and drive-up docks for
overhead crane loading and unloading. The area also provides space for issuing and loading
Job-site material to Milton Hydro crews and 3rd party contractors.”

“As described above, the previously disallowed 36,000 sq. ft. “premium” indoor storage space
was not entirely required to accommodate the lack of outside storage. The Warehouse &
Operations space has been re-purposed (from that “deemed” to be storage) to more accurately
align with Milton Hydro’s operations and space requirements for various tasks and is currently
fully utilized. As such, Milton Hydro is requesting that the depreciated value of this space (e.g.
net book value) in the amount of $640,458 be brought into rate base effective January 1, 2023.”
Question(s):

a. Please identify all materials and equipment Milton Hydro formerly stored outside that it

now stores inside.

i.  For each type of material, vehicles and equipment identified, please explain why
the change adds value for ratepayers, with due consideration of all associated
costs (including the cost of owning and maintaining the associated storage

space, either inside or outside)
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Response:

a. Underground and Overhead Cable Reels are now stored indoors and stacked vertically.
This approach to storing the reels vertically helps to minimize the footprint required for
storage. As well, utilizing the building overhead cranes provides for a much safer and
more efficient means for handling the materials. UV exposure to the Underground jacket/
shielding is eliminated which helps maintain the product integrity. Alternatively the
product would need protection from the outdoor elements if stored for extended periods
of time. Cable/wires inventory is prone to theft and indoor storage helps to reduce this

risk and cost.

If stored outside, Submersible and Vault Room Transformers would need to be protected
from exposure to the outdoor elements and monitored to ensure protection was
maintained. With these units now being stored indoors, not only are the units climate

controlled but handling (using overhead cranes) is much safer for loading and unloading.

A selection of commonly used Overhead and Pad mount Emergency/Storm
Transformers are now maintained indoors. This approach helps Operations to expedite
customer response to after hours repairs/replacements/emergencies, while using

minimal resources to locate and load the equipment for service vehicles.

The Material Staging area allows for inventory to be designated to Project assignments
in advance of work being issued. This approach ensures materials are readily available
and accounted for, in addition to utilizing company resources more efficiently. As well,
this same area is utilized for the set-up and programming of Viper Switch Gear, prior to

installation.

Light-Duty vehicles are now parked indoors. This allows staff to maintain sensitive/high
value equipment inside the vehicle during off-hours without the need to load and unload
to and from vehicle on a daily basis. This process would typically take approx. 30-45
minutes/employee/day. In addition, indoor parking eliminates exposure to the elements
and the time needed to clear vehicles of frost/ice/snow during Fall - Spring months.

Indoor parking also reduces the risk of theft and vandalism.

Similarly, storing the additional 2 Heavy-Duty vehicles indoors (acquired since 2016)

their exposure to UV is reduced, as recommend by the OEM when vehicles are not in
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service. This helps to ensure degradation of hydraulic equipment is minimized. As well,
during extreme cold weather events, airlines tend to freeze and the PTO can see
premature wear. Indoor storage eliminates the time needed to warm-up the truck to
operating temperature so that the hydraulics are in working order. Overall, vehicle
integrity is improved and maintenance costs tend to be reduced with vehicles being
stored indoors. Preventative maintenance and repairs are conducted onsite in this same

area, helping to ensure equipment downtime is minimized.
2-Staff-20

General Plant — Buildings

Ref: Exhibit 2, Appendix I, Page 16

Preambile:

Cresa reviewed Milton Hydro’s space requirement and provided forecast space programming for
the period of 2023-2026.

Question(s):

a. What is the basis for the assumed increase in office staff count from 18 in 2021 to 22 in
20237

b. What is the basis for the assumed increase in workstation staff count from 29 in 2021 to
34 in 20237

c. What the basis for the assumed increase in lines staff count from 10 in 2021 to 13 in
20237

Response:

a. In response to 2-SEC-030 Milton Hydro provided an update to the 2021 space
requirement, staff requiring an office decreased from 18 to 17. The increase of 5 office
staff between 2021 and 2023 are related to the additions of the following headcount
outlined in Exhibit 4, subsection 4.4.3.3:

i.  Director, Information Technology and Client Services;
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VP, Customer Experience;
VP, Corporate Services;
Manager, Supply Chain Management (SCM); and

Manager, Health & Safety.

b. As indicated in part a. of the question In response to 2-SEC-030 Milton Hydro provided

an update to the 2021 space requirement, staff requiring a workstation increased from

29 to 30. The increase of 4 workstation staff between 2021 and 2023 are related to the

additions of the following headcount outlined in Exhibit 4, subsection 4.4.3.3:

iv.

Regulatory Analyst;
Client Services Financial Analyst;
IT Security & Infrastructure Specialist; and

Engineering Technologist.

c. The increase in 3 Lines - Hotelling staff relates to the addition of workstation space to

accommodate employees and contractors with space to perform their duties if they are

not dedicated a workstation or office. Milton Hydro has not finalized a work-from-home

policy and will use this space to manage space requirements for employees.

2-Staff-21

Power Line Technician

Power Line Technician

Power Line Technician Apprentice

General Plant — Buildings

Ref: Exhibit 2, Appendix I, Page 25

Preambile:
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Regarding Building Modification Budgets & Phasing, Cresa provided project cost estimate for
Phase | to Phase Il

Question(s):

a. Please confirm that Cresa's recommended incremental space requirements to develop
additional workspaces, offices and meeting areas are largely or entirely based upon

projected staffing growth numbers provided by Milton Hydro.
i. If not confirmed, please explain the basis for Cresa’s recommendations.

b. Please confirm that Cresa has not reduced its recommended space requirements to
account for shared workspaces or offices for employees who might be regularly working

from home for part of each week.

c. Please provide a table that shows the existing space allocation (in square footage) to
each of the business functions described in this report, as well as the space allocations

after implementing the Phase 1 and Phase 2 modifications recommended by Cresa.

Response:

a. Cresa developed the space layout in the Strategic Facilities Plan based on staffing
growth numbers provided by Milton Hydro, current identified needs for meeting space,
the reconfiguration of current space to better suit requirements (e.g moving customer

service area) and the new space requirement for a control room.

b. Milton Hydro’s workplace strategy is to provide a workstation for all staff required to work
at the office. As such, Cresa’s space recommendation includes a workstation for all staff
in the Office and Administration space. There are “Hoteling” workstations in the
Operations space to accommodate employees who are not assigned to work in the office

on a regular basis.
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c. The following Table 2-7 provides information on the current Office and Administration
space allocation and space allocation after the Cresa Phase 1 and 2 work. Common
space such as hallways, meeting rooms, washrooms and the lunch room has been

allocated to business functions on a pro rated basis.

Table 2-7 Space Allocation

Space Allocation After Cresa

Business Function Current Space Allocation Phase 1 & 2 Work
Engineering 4,233 5,306
Billing 3,023 3,381
Customer Service 4,836 5,195
Finance 4,233 4,949
Settlements 1,209 1,209
IT 1,814 2,530
Regulatory Affairs 605 963
System Planning 1,209 1,567
Human Resources 1,209 1,209
Senior Mgt. Team 2,419 3,134
Network Operations - Exec 605 605
CFO 605 605
Control Room N/A 2,147
Total 26,000 Sq./ft. 32,800 Sq./ft.
2-Staff-22

OM&A Spending

Ref: Exhibit 2, Attachment 2-2, Page 42 of 132
Preamble:
Regarding unit cost metrics, Milton Hydro states:

“O&M increased in 2021 due to primarily due to an increase in maintenance activity in 2021

compared to previous years.”

Question(s):
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a. Please explain what drove the increased need for maintenance activity in 2021.

b. If the 2021 maintenance activity level represents a new baseline of activity, please

explain why the increased ongoing effort is needed.
Response: See Exhibit 4, pg 36 and 41
a. Increased need for maintenance activity in 2021 was driven by:
i. One-time environmental remediation at 96 Bronte North

ii. Increased Planned Overhead Line and station maintenance carryover of

maintenance activities not completed during 2020 due to pandemic
iii. 2 windstorms in December 2021

b- The 2021 maintenance activity does not represent the baseline. A normalized 2023

constant dollar basis will be the base line.
2-Staff-23

2022 Bridge Year Actual

Ref: Appendix 2-AA

Question(s):

a. Please update actual capital expenditures for 2022 bridge year in Appendix 2-AA format.

Please specify how many months are actual vs. forecast.

Response:

a. Table 2-7a below shows Year To Date actual expenditures as of May 31, 2022 and the

2022 year end Forecast in Appendix 2-AA format.

YTD May 2022 is trending characteristically low at $2.168 Million. Milton Hydro’s YTD
May spending is typically low relative to year end spending when reviewing past fiscal
periods, for instance, YTD May 2020 spending was $2.368 Million, and YTD May 2021
spending was $2.011 Million, in both years Milton Hydro completed its Capital Programs.
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Milton Hydro is on track to complete all planned Capital Programs by year end 2022 as
well, and it provides further information regarding its 2022 forecast Capital Expenditures

below.
The Following are project specific notes:

» Milton Hydro has multiple pre-approved contractors to tender to, that will ensure they

have the resources to complete capital projects on time and on budget.

* Project starts are controlled by the road authorities for road widening. Specifically, 5th
Line between Yukon Court and Derry Road is part of a road widening project with the
Town of Milton. The Town has confirmed that construction shall begin in mid-August
2022. This project has been tendered and is on track to be completed September
2022.

« 5 Side Road from Tremaine to Dublin has been tendered and is on track to be
completed October 2022.

* Procurement is on track for all scheduled 2022 projects, with most materials already

on site to ensure global supply issues don’t delay our capital projects.

» Milton Hydro notes, that it replaced its original building renovations budget for the
construction of the system control room with the Cresa Phase 1 estimate of $1.1
Million, causing the projected capital expenditures for 2022 to be $600K higher than
what was included in the 2022 Bridge Year. The Control Room Construction and
Building renovations tender is scheduled to close on July 28, 2022, with PO to be
issued on July 29, 2022.

* Meter Replacement Program was kicked off in May, 2022, and scheduled to be

completed by end of November, 2022.

» Switchgear replacement program start was delayed from the beginning of the year
due to supply chain delays for lightning arrestors. Milton Hydro now has enough
quantities procured to start the switchgear replacement program in August and

complete by end of November 2022.
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» Two forecasted residential subdivisions under construction are scheduled to be
energized in July and August. Forecasted industrial subdivision started construction

in July with an anticipated energization of December 2022.

» Milton Hydro capitalizes subdivision assets that are constructed and energized during
the year, by year end. There were no new subdivisions energized between January
2022 and May 2022, however we estimate that as of end of May 2022, about 40%
(approximately $1M of $2.53M) of the assets that Milton Hydro will be capitalizing

have been installed by the developers.
* Vehicles ordered are on track to be delivered prior to year end

« Computer Software projects will commence in early September once the internal
resources are not focused on supporting the 2023 Test Year Cost of Service
application. Projects such as OMNI channel platform, Enterprise Ticketing system,
Enterprise Resource Planning and Human Resource Information Systems will
incorporate both internal resourcing costs and external third party expenditures. The
Enterprise Resource Planning system project is a multi-year project that is anticipated

to be completed sometime in 2024.

Table 2-7a 2022 Bridge Year Capital Expenditure Projection

2022 YTD 2022 Year End

(end May) Forecast
System Access
Subdivisions 232,247 2,530,000
Region Halton Britannia, RR25 to JSP Relocation Ph2 — 559,052
Town of Milton - Bronte St., Main to Steeles 156,072 909,321
Derry Rd, JSP to Fifth Line, new pole line, 2 circuits — 149,764
Fifth Line - 401 to Derry 5,806 153,440
Customer Connections 317,437 928,109
Meters - New Industrial/Commercial 78,055 306,490
Mandated Meter Replacements 149,121 441,055
Sub-Total 938,738 5,977,231
System Renewal
Porcelain to Polymer Insulator Replacement Program 12,583 73,416
Wood Pole Replacement Program 283,101 712,687
Overhead Rebuild/ First Line to Lower Base Line 7,846 385,000
Switchgear Replacement Program — 254,768
Miscellaneous Overhead Replacements 323,056 330,994
Miscellaneous Underground Replacements 204,006 258,596
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Meter Replacements, defective 26,973 100,000
Meter Replacement Program 17,717 1,220,286
Meter Room Upgrades - Cell Modems — 126,013
Sub-Total 875,282 3,461,761

System Service

13.8kV to 27.6kV MS4-F2 Feeder Conversion & Regulator Installation 10,976 423,670
Tremaine, 14 Side Rd to Steeles, add 2nd circuit — 59,821
Fifth Line, Yukon to Derry, new Pole Line, 2 circuits — 242,074
Fifth Side Rd, Tremaine to Dublin, rebuild and add circuit 1,910 104,845
Automation 145,165 477,362
Scada/OMS 53,570 110,000
Sub-Total 211,621 1,417,772
General Plant

Building - 200 Chisholm 10,540 93,000
Building - Renewal/Renovations - Phase 1 Cresa Report — 1,111,882
Computer Hardware - Server, projector, toughbooks 80,626 87,500
Computer Hardware - Control Room — 30,000
Software - licenses 1,339 32,500
Software -MV 90 Upgrade — 15,000
Software - CIS Northstar Automation Platform 50,763 50,000
Software - OMNI Channel Platform — 105,990
Software - Human Resource Info System — 132,330
Software - Enterprise Service Ticketing — 155,240
Wimax/Scadamates (Tower) — 56,000
Enterprise Resource Planning System — 269,815
Backyard RBD/Tension Machine — 280,000
Single Bucket Truck — 225,000
Vehicles - Lightweight — 246,500
Miscellaneous — 50,000
Sub-Total 143,268 2,328,875
Total 2,168,909 13,185,639
2-Staff-24

Distribution System Plan

Ref: Exhibit 2, Attachment 2-2

Question(s):

a. Please identify main changes/improvements in Milton Hydro's asset management
practices and capital expenditure planning process since its last DSP filed in the 2016

rate application.
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Response:

a. The main improvement since the 2016 rate application was leveraging the ArcGIS cloud
technology to improve asset data collection and monitoring capabilities. Electronic
survey forms for mobile field data collection have been created for all inspection
activities as well as online operations dashboards for reporting and facilitating the

management of maintenance and capital expenditure planning.
2-Staff-25

Coordinated Planning with Third Parties

Ref: Exhibit 2, Attachment 2-2

Preambile:

In accordance with the OEB’s letter dated April 28, 2022 in response to the Regional Planning
Process Advisory Group’s Report to the OEB, a distributor is required to identify if there are any
inconsistencies between its DSP and any current Regional Plan. If there are any
inconsistencies, the distributor shall explain the reasons why, particularly where a proposed
investment in their DSP is different from the recommended optimal investment identified in the

Regional Plan.
Question(s):

a. Please clarify if there are any inconsistencies between Milton Hydro’s DSP and the

current Regional Plan.

Response:

Milton Hydro’s cobnfirms its DSP’s planned investment is consistent with the Regional
Infrastructure Planning (RIP). The Hydro One GTA West-RIP on page 28 discusses the
upsizing of Palermo TS in 2026. This has a dual purpose of increasing the short circuit capacity
from 110MW to 180MW to allow integration of DERs as well as addressing future Milton Hydro
load growth. This planned load upsizing of Palermo TS is also mentioned in the Milton Hydro
DSP.
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2-Staff-26

Summary of Capital Expenditures

Ref: Exhibit 2, page 59 of 86

Preambile:

Milton Hydro adjusted its planning and reduced its allocated capital funding for System Access
(on average $1.1 million) after recognizing the shift of more modest growth in System Access

and increased its investments in the other three investment categories.
Question(s):

a. Milton Hydro illustrated its Asset Management Planning Cycle in Figure 9 of the DSP.
Please explain at what stage of the Planning Cycle Milton Hydro decided to reallocate

funding for System Access to the other three investment categories.

b. Please explain the derivation of the average $1.1 million in System Access (e.g., is this
$1.1 million the difference between the final proposed capital expenditures in System
Access and the original budget or is this the difference between the final proposed

capital expenditures in System Access and the average historical spending?)

c. Please confirm Milton Hydro increased its investments in the other three investment
categories by an average of $1.1 million per year over the DSP period after its

adjustment to System Access.

d. Please explain how Milton Hydro justified the re-allocation rather than reducing System
Access after recognizing the more modest growth, while maintaining the other three

investment categories at the originally planned levels.

Response:

a. Milton Hydro clarifies that the 2023-2027 DSP budget allocation for System Access was
set based upon SA Requirements and historical actuals when determining the
Preliminary Investment Portfolio. It did not change; the proposed plan is the original plan.

System Access spending is mandatory, and the “reduction” represents the impact of the
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current estimates of the System Access works to be performed in the 2023 — 2027

timeframe.
Milton Hydro did not reallocate funds from mandatory SA to other categories.

b. Milton Hydro clarifies, that the average of $1.1 million reduced funding for System
Access, referred to in the question reference should have been $1.3 million, there was
an inadvertent typographical error. The average $1.3 million reduction in System Access
is the difference between average historical spending and current DSP planning. See
Table 2-8 below.

Table 2-8 Comparison of System Access Average Spending

2016-2021 2023-2027
SA Actuals 40,616 SA Planning 27,349
SA Actuals average 6,769 SA Plan average 5,470
Difference 1,299

c. Milton Hydro clarifies that its choice of words describing how the funding increases in the
above noted reference were not clearly described. it did not increase funding to the other
three categories through reallocation of SA funds. Although it plans to spend less in the
System Access capital category, there was no direct re-allocation of reduced spending to
the other three capital categories. The other three investment category proposed
budgets and plans were independently drafted and assessed for risks and value to the
distribution system. Any increased investment funding in any of the categories would
need to fit in the overall capital budget envelope with System Access having the first

priority for budget funds.

d. There was no reduction of SA funding from the originally planned level, nor was there any
reallocation of the SA funding. The SA plans are based upon multiple inputs including
Regional and Municipal plans, developer inputs, the GSAI Growth Report and historical

experience.

The proposed investment plans and correlating budgets for the other three categories
are based upon key asset management drivers, an assessment of the preliminary
portfolio drivers, portfolio prioritization, specific category investment plans using specific

project requirements and merit in risk assessment and overall value to the grid.
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For the overall DSP (2023-2027), Milton Hydro developed its capital plan in an attempt to
balance overall Total Expenditures so as to minimize the effects of typical annual
variances in spending that develop. Balanced annual spending provides a degree of
certainty to the amount of resources (labour, material, etc.), internal and external, that
are required to address the spending needs and provides a degree of flexibility in
addressing changing priorities (more spending required in a category than was forecast).
In this sense, Milton Hydro is striving to ensure investments are prioritized and paced in

a way that results in predictable and reasonable rates.

2-Staff-27

Actual Capital Expenditure on General Plant

Ref: Exhibit 2, page 60 of 86

Question(s):

a. Please explain why the actual capital expenditures in 2021 on General Plant was a

negative amount of $91k.
Response:

Included in the actual capital expenditures for General Plant in 2021 was new in period
spending totaling $268,531. Milton Hydro also received a capital contribution refund of $359,680
in 2021 from Hydro One related to Tremaine TS feeder egress work completed in prior Fiscal
periods. The net transactions in 2021 is a net credit capital expenditure of $91,149 as provided
in Appendix 2-AA.

2-Staff-28

Bringing Disallowed Office Space into Rate Base

Ref: Exhibit 2, Attachment 2-1, pages 8-9
Preamble:

Prior to purchasing the property at 200 Chisholm Drive, Milton Hydro had identified that 65,000
sq. ft. of outside storage would be required.
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Question(s):

a. Given that the 29,000 sq. ft. outside storage space at the 200 Chisholm Drive did not

meet Milton Hydro's requirement for outside storage (65,000 sq. ft.), please explain why
Milton Hydro decided to purchase the land and premises at 200 Chisholm Drive as its

new office and service centre.

When discussing its utilization of warehouse and operation space, Milton Hydro stated
that there are other areas that it requires for operations that were not specifically
identified in the 2016 rate proceeding. Please explain why these operation requirements

were not identified in the 2016 rate proceeding.

Response:

a. The decision to purchase the land and premises at 200 Chisholm Drive was the result of

an extensive multi-year search process. Evidence describing this process and the
rationale for the purchase decision was provided in EB-2015-0089 (e.g. Undertaking
K.1.3). The 65,000 sq. ft. of outside storage was identified as part of the initial premises
search criteria. However, Milton Hydro re-evaluated its outside storage requirements and
determined that it did not require that much space and could manage its outdoor storage

requirements in the 29,000 sq. ft. available at 200 Chisholm Drive.

Other areas such as the staging area and shipping and receiving were not specifically
identified in the 2016 rate proceeding as the full scope of building use had not been
developed at that time. 36,000 sq. ft. of “Warehouse and Operations” space was
“‘deemed” to be inside storage, however the need for this indoor storage never fully
materialized. The space is used for other operational purposes such as garage/fleet
area, materials staging area and shipping and receiving. A portion of this area is used
for storing material that requires indoor storage (e.g. Vault Room and Submersible

Transformers, Meters, CT/VT, Meter communication devices and hardware).

2-Staff-29

New ERP System

Ref:

Exhibit 2, Attachment 2-2, Business Case: ERP
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Question(s):

a. Please provide a breakdown of the forecast project cost for the new ERP system for

each year over the 2022-2024 period.
b. Please provide the useful life of the new ERP system.

Response:

Table 2-9 ERP System Costs for the 2022-2024 Period

2022 2023 2024 Total
$269,815 $721,593 $338,852 $1,330,260

The business case and forecasted project costs are outlined in Exhibit 2 - Attachment
2-2 Milton Hydro_DSP_2023-2027. Also see 1-SEC-21.

b. 15 years with consistent and required ongoing enhancements and upgrades
2-Staff-30

Cresa Strategic Facilities Plan

Ref: Exhibit 2, Attachment 2-2, Appendix I, page 3

Preamble:

In the Executive Summary of Cresa’s Facility Plan, it stated that its “preliminary” space
programming suggests that Milton Hydro will require approximately 80 seats to accommodate its

forecasted FTEs growth over the next five years.

The total cost of renovation is estimated to be $1.5 million based upon Class D estimates

prepared by Cresa.
Question(s):

a. Please explain why the space programming is “preliminary”.
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b. Does this mean there will be some form of further study/analysis conducted by Cresa to

finalize Milton Hydro’s Facility Plan?
c. Has the Class D cost estimate been updated to Class C, Class B or even Class A?

d. Did Milton Hydro go through an RFP process to seek a vendor for the renovation? If so,

who was the selected vendor and what’s the proposed renovation cost from the vendor?

e. What's the current status of the renovation? What renovation costs have been spent so
far and what’s the budget included in the 2023 test year? When will the renovation be

completed?
Response:

a. Cresa generally refers to programming completed at the feasibility stage as preliminary,
as the program tends to get modified as the design evolves and more is learned about

project requirements.
b. No further study/analysis will be conducted by Cresa.

c. ARFP has been issued and responses are expected to be at a Fixed Fee. Responses to

the RFP will be evaluated, and work is planned to be awarded by end of July 2022.
d. Please refer to 4-Staff-69 part b. for further details.

e. Renovations are underway, with design and engineering confirmed. Invoiced amounts to
date are $5,162; however, further invoices are anticipated soon for additional work that

has been completed.

The Control Room is budgeted to be completed in 2022 at a cost of $500,000. The
budget included in the 2023 Test Year Capital additions is for general building
renovations of $400,000. Phase | renovations are scheduled for completion 4th quarter

of 2022 at an estimated cost of $1.1 Million as per Phase | of the cresa report.
2-Staff-31

Cresa Strategic Facilities Plan
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Ref: Exhibit 2, Attachment 2-2, Appendix I, page 9

Question(s):

a. Please explain the difference between this $7.7 million building cost presented in Cresa's
Strategic Facility Plan and the $14.5 million capital cost referenced in OEB's decision in
the 2016 rate proceeding (EB-2015-0089, Decision and Order dated July 28, 2016, page
48).

Response:

a. The $7.7 million is the land and building acquisition cost. The $14.5 million includes the
additional capital renovation costs that were required to be incurred to make the building

functional for Milton Hydro’s operational needs.
2-Staff-32

Cresa Strategic Facilities Plan

Ref: Exhibit 2, Attachment 2-2, Appendix |, pages 10-11

Preambile:

There are currently three meeting rooms throughout the 200 Chisholm Drive office building

including the executive boardroom.
Question(s):

a. Please explain how many meeting rooms were planned at the time of the 2016 rate

proceeding.
b. Please explain how many meeting rooms have been converted to offices since 2016.
c. Please explain how many meeting rooms are planned for the 2023 test year.

d. Cresa stated that the current layout of the Office & Administration is inefficient due to the
previous design and the unique, triangular space of some areas. Please elaborate why

the current layout is not efficient.
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Response:

a. There were 6 meeting rooms planned at the time of the 2016 rate proceeding.
b. Since 2016, 3 meeting rooms have been converted into offices.
c. There are 9 meeting rooms planned for the 2023 test year.

d. The current layout is not efficient due primarily to offices, workstations and meeting
rooms generally being square or rectangle shape, whereas the front of the office and
administration area is a triangle shape. Fitting squares or rectangles into a triangle
results in increased circulation areas. The previous design had a significant amount of
circulation area and Cresa has worked to minimize the circulation areas and make better

use of space.
2-Staff-33

Cresa Strategic Facilities Plan

Ref: Exhibit 2, Attachment 2-2, Appendix |, pages 16-17

Preambile:

Cresa provided a table that summarizes Milton Hydro’s space requirement for 2021, and each
year over the 2023-2026 period.

Question(s):
a. Please provide the current (2022) space requirement breakdown.

b. For 2021, there were 63 staff in total and 57 seats, please explain what workstation

arrangement Milton Hydro provided to the remaining six staff.

c. Cresa stated that 52% of employees, who did the “Future of Work” survey would prefer
to work three or more days from the office and 30% of respondents would prefer to work
from the office 100% of the time. What's Milton Hydro's current workplace arrangement

(e.g., Hybrid) and what's the workplace strategy for the next five years.



Response:

a. Table 2-10 below provides the 2022 Space Requirements.

Table 2-10 2022 Space Requirements

Space Requirement

June 2022
Staff

July to Dec
2022
Additions

2022 Staff

June 2022
Seats
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July to Dec
2022
Additions

2022 Seats

Office 18 4 22 18 4 22
Workstation 34 — 34 34 — 34
Student Workstations 6 — 6 6 — 6
Hoteling - Lines 11 1 12 5 — 5
Hoteling - General Labour 1 — 1 1 — 1
Control Room Shared — 2 2 — 2 2
Total 70 7 77 64 6 70

b. In 2021 there were 10 Lines staff that shared 5 hoteling workstations, and 2 general

labourers that shared 1 hoteling workstation, the difference of six relates to the shared

hoteling space.

c. Milton Hydro’s current and five year workplace strategy is to provide a workstation for all

staff required to work at the office.

2-Staff-34

Cresa Strategic Facilities Plan

Ref: Exhibit 2, Attachment 2-2, Appendix |, pages 22-24

Exhibit 2, Attachment 2-2, Appendix A (Exhibit 2, pdf page 308)

Preambile:

Cresa recommended $1.1 million total project cost for the control room, $369k for relocating

customer service desk, and $750k for exterior window replacement.

Milton Hydro stated that the building renovation budget was developed and finalized prior to the

receipt of Cresa’s Strategic Facilities Plan.
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Milton Hydro’s updated capital plan provides for approximately $1,100,000 in 2022 as compared
to the original capital plan which underpins the 2023 rate base of $900,000 (i.e., $500,000
building renovations in 2022 and $400,000 building renovations in 2023). Milton Hydro is not
proposing to adjust the timing or amounts included in its 2023 rate base as the original capital
plan provides a better levelized, smoothed expenditure over the DSP period, with lesser impact

to its customers.
Question(s):
a. Please explain when Cresa was retained to develop the Strategic Facilities Plan.

b. For the control room, please explain the difference on the budget between what
developed by Cresa ($1,111,882) and AESI ($512,000). Please clarify capital
expenditures budgeted for the control room for 2022 and 2023.

c. Please provide details of Milton Hydro’s original capital plan of $900,000 over
2022-2023. Please detail the scope of work and provide a breakdown by cost
component for each year of 2022 ($500,000) and 2023 ($400,000).

d. Please provide details of the updated capital plan of $1,100,000 for 2022. Please detail

the scope of work and provide a breakdown by cost component.

e. Regarding the $500,000 building renovation cost budgeted for 2022, please explain what

has been done in 2022 and what'’s the actual spending so far.

f. Given that Milton Hydro’s updated capital plan provides approximately $1,100,000 in
2022 and it is not proposing to adjust the timing or amounts included in 2023 rate base,
please clarify if Milton Hydro proposes to bring the actual capital expenditures

associated with office building renovations in 2022 in its next rebasing application.

g. For relocating customer service desk, please confirm Milton Hydro decided to adopt
Cresa’s recommendations and included a budget of $369k for 2024 in the DSP.

h. For exterior window replacement, please confirm Milton Hydro decided to adopt Cresa’s
recommendations and included a budget of $750k for 2025 in the DSP.

i. In Appendix 2-AA, Milton Hydro budgeted $93,000 for 2022 and $119,000 for 2023 for

the “Building — 200 Chisholm” project under General Plant. Please detail the scope of



Milton Hydro Distribution Inc.
EB-2022-0049

Interrogatory Responses
Page 128 of 301

Filed: July 25, 2022

work and provide a breakdown by cost component for each year of 2022 ($93,000) and
2023 ($119,000).

Response:
a. Cresa was retained in November 2021.

b. The budget developed by AESI was incorporated in the AESI control room report, and
the Phase 1 expenditures in the cresa report was for combined building renovations
including office/workspace and meeting rooms for staff of other functional departments,
including the cost of the control room. The cresa report does not delineate separate
costs for the various aspects of Phase 1 of the building renovations. it provides them as

an all inclusive cost.

c. The $400,000 included in the 2023 Test Year additions was based on the smoothing of
an estimated $2,000,000 of building renovations expected over the 2023-2027 rebasing
period. For the 2022 Bridge Year, Milton Hydro used an estimate of $500,000 for the
control room before the completion of the Cresa Strategic Facilities Plan (Exhibit 2,
Appendix |). The Cresa report (pgs. 21-22) outlines the costs of Phase 1 of the project
which includes the costs for combined office/workstations meeting rooms for other

functional departments and for the cost to construct the Control Room.

d. Details of the $1,100,000 capital plan in 2022 are in Table 2-11 below:

Table 2-11 Control Room Capital Costs - per Cresa

Description $

Professional Fees $ 57,564
Construction $ 738,950
Furniture, Fixtures & Equipment  [$ 144,340
Technology $ 26,000
Project Contingency $ 145,028
Total $ 1,111,882

e. Preliminary planning has been completed and Milton Hydro has issued an RFP to

prospective vendors. As such, there are currently no dollars in the capital work order.
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Construction is planned to start in the summer with completion by the 4th quarter of the

year.

Milton Hydro plans on bringing forward the remaining undepreciated capital cost
associated with the building renovations in its next rebasing application for inclusion into

rate base.

Confirmed. Milton Hydro has included in the DSP the relocation of the customer service
desk in 2024.

Milton Hydro has included in the DSP the replacement of windows starting in 2024 with
expected completion in 2025. It is noted that the DSP Building renovation budget is
$400,000 yr. for the years 2023-2027. Work planning and budget expenditure timing
may need to be reassessed as cost estimates and work priorities evolve over the

planning horizon.

The $93,000 in 2022 is comprised of: Replace Shop Vehicle Entrance Ramp/$40,000;
Repair Irrigation System/$18,000; Replace Shop Lighting/$15,500; Repair Stores Office
Floor and Wall Fan/$12,000; Replace Ductless HVAC unit (#1) in IT Server Room/$7,500

The $119,000 in 2023 is comprised of: Install Grey/Rain Water Recovery System/
$70,000; Relocate Hydro Pole Bunks/$34,000; Replace Ductless HVAC unit (#2) in IT
Server Room/$7,500; Replace Shop Air Compressor/$7,500.

2-Staff-35

Customer Oriented Performance

Ref:

Exhibit 2, Attachment 2-2, page 37 of 132

Preambile:

Milton Hydro tracks and compares their OM&A cost per Customer and Customers per Employee

to its peer group. Milton Hydro intends to maintain the top-half standing target for peer group

comparison in the forecast period.

Question(s):
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a. Please discuss Milton Hydro’s benchmarking performance results among its peer group

for 2023 with the forecast OM&A, customers, and employees.
Response:

a. In the absence of published OEB Electricity Yearbooks for the calendar years 2021 to
2023, Milton Hydro has prepared benchmarking performance results using the following

assumptions:

— Milton Hydro’s test year proposal for customer count, number of employees, and
OM&A requirement, as per Exhibit #1.

— No change in customer count and number of employees for Milton Hydro’s peer

group.
— Peer group 2020 OM&A cost/customer data adjusted for inflation.
— 2021 OEB Inflation rate: 2.20%

— 2022 OEB Inflation rate: 3.30%

— 2023 Projected Inflation rate: 3.80%

Milton Hydro provides the requested information in the following Table 2-12. However, it is
important to note that a number of assumptions had to be made and that they may or may
not be accurate. These assumptions impact the resulting 2023 peer results and ranking.
For example, 2020 Year Book information was used to extrapolate 2023 results for
Burlington Hydro, Brantford Power, Halton Hills Hydro, Oshawa PUC, and Waterloo North
Hydro. These utilities have received Cost of Service Decisions since their 2020 results and
their actual approved OM&A and staff levels may be higher than results using the generic
extrapolation methodology. In addition, for all peer LDC'’s the actual level of 2023 OM&A and
staff may be different from that derived by extrapolating. This renders the results of the

forecast peer group comparisons to have some variability.
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Table 2-12a Peer Group Comparison of OM&A/Customer (Forecast)

Electricity Distributor 2023 OM&A/Customer (Forecast)

Milton Hydro Distribution Inc. 340
Brantford Power Inc. 332
Halton Hills Hydro Inc. 326
Burlington Hydro Inc. 326
Newmarket-Tay Power Distribution Ltd. 31
Energy+ Inc. 31
Oakville Hydro Electricity Distribution Inc. 284
Waterloo North Hydro Inc. 271
Oshawa PUC Networks Inc. 259
Kitchener-Wilmot Hydro inc. 240

With respect to the 2023 Test Year, Milton Hydro’s forecast OM&A cost/customer based on
the assumptions noted above is projected to be $340 per customer, this is the highest in
comparison with the peers as indicated in Table 2-12a. Milton Hydro anticipates that its
average OM&A cost per customer will gradually decrease during the course of the incentive
regulation period as its customer numbers increase coupled with productivity improvements

achieved through its Lean Six Sigma program.

Table 2-12b Peer Group Comparison of Customers per Employee

Milton Hydro 2023 Customers /

Employee vs Peers 2020

Electricity Distributor Customers / Employee
Oshawa PUC Networks Inc. 784
Newmarket-Tay Power Distribution Ltd. 762
Oakville Hydro Electricity Distribution Inc. 726
Burlington Hydro Inc. 707
Brantford Power Inc. 644
Milton Hydro Distribution Inc. 565
Energy+ Inc. 556
Kitchener-Wilmot Hydro inc. 539
Waterloo North Hydro Inc. 491
Halton Hills Hydro Inc. 460

Milton Hydro’s forecast 2023 Customers per Employee metric of 565 Customers per
Employee compared to Milton Hydro’s peers provided in Table 2-12 above based on its
Peers 2020 Customers per Employee metrics is projected to be 6th highest in comparison
with its peers. Milton Hydro’s customers per employee metric will also gradually increase as

its customer base grows and its FTE’'s grow at a proportionately lower rate than its
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Customers Per employee metric due to the implementation of Lean Six Sigma process
improvements. Milton Hydro will become more efficient and will strive to provide high value
for money to its customers while working on reducing the OM&A cost per customer, and

increasing its Customers per Employee metric.

Based on this analysis, Milton Hydro’s standing in the short run for peer group comparison
will decrease; however, as Milton Hydro implements its Milton Hydro 2.0 Strategy, its
performance, in OM&A Cost per Customer & Customers per Employee metrics, is expected

to improve over the forecast period.

2-Staff-36

Distribution System Planning Quality

Ref: Exhibit 2, Attachment 2-2, page 38 of 132

Preamble:

Milton Hydro considers several factors when assessing distribution system planning quality,

including plan input, plan management and budgetary performance.
Question(s):

a. Please discuss if Milton Hydro has developed any quantitative approach to measure its
distribution system planning quality. If so, please explain the derivation of the measure

and provide the target of this measure for the DSP period.
Response:

a. Milton Hydro has not developed a quantitative approach to measure its distribution
system planning quality. Milton Hydro relies on its asset management practices, financial
data and project management to guide its distribution system planning, implementation

oversight and subsequent assessment of planning quality.

MHDI collects data that summarizes the transactions against workorders, and the
budgets used to create the workorders so Milton Hydro can evaluate financial

performance on a regular basis. Milton Hydro reviews the budget vs. actual capital and
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operating spending on a regular basis at both the material project and program spending
level. At a corporate level, capital and operating expenditures are reviewed regularly to

ensure they are on budget and on schedule.

Going forward, a new ERP system will better support Milton Hydro’s ability to track
financial performance of projects, programs and overall planning against budgets. This
combined with more robust project management practices will net more accurate and
timely data. This information will empower Milton Hydro to make a more accurate

assessment of the quality of its distribution system planning.

Milton Hydro also assesses the quality of its distribution system planning through its
RRFE outcomes as they tie to Corporate and Asset Management Objectives, Table 1 —
RRFE Outcomes—Corporate Objectives—Asset Management linkage in Exhibit 2,

Attachment 2.2, Appendix D, Asset Management Plan.

2-Staff-37

DSP Performance Target

Ref:

Exhibit 2, Attachment 2-2, page 40 of 132

Preambile:

Milton Hydro provided its DSP performance targets for each year over the DSP period.

Question(s):

a.

b.

In light of the OEB’s Activity and Program Based Benchmarking Initiative,[1] has Milton
Hydro considered including cost efficiency and effectiveness measures to track unit cost

information for its main OM&A and capital programs/projects?

The DSP Progress Variance metric will measure DSP implementation of planned total
capital expenditures vs. actuals, has Milton Hydro considered a metric to measure the

completeness of planned units vs. actuals for its major asset classes?
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Response:
a. Yes. Please see response (b.) for details.

b. Yes. MHDI tracks the planned costs vs actual costs for capital expenditures for its major
asset classes on a monthly basis. MHDI plans to commence measuring actual units and
unit costs against the estimated units and unit costs for those projects where it is suitable
and meaningful. The objective of the measuring activity will be to take action to reduce
unit costs, with an aim to increasing productivity. Leveraging the capital investments in
process automation tools (Attachment 2-2 Milton Hydro DSP_2023-2027), Milton Hydro
will extract the data and deliver insightful analysis to understand the drivers of cost.
Lean Six Sigma principles will be applied with the aim at continuously improving

processes.

MHDI plans to track and analyze the unit and unit cost differences of the following

projects:
. SA-1 Customer connections — new installs;
. SS-1 Overhead switch automation;
. SS-2 Pad mounted switch automation;
. SS-3 Auto Reclose Switches;
. SR-1 Pole Replacement Program;
. SR-2 Reactive OH replacement of defective/damaged equipment
. SR-3 Reactive UG replacement of defective/damaged equipment
. SR-4 Proactive Meter Replacement Program
2-Staff-38

Reliability Statistics

Ref: Exhibit 2, Attachment 2-2, pages 46-48 of 132

Question(s):

a. Please explain why outage caused by Lighting (0) and Human Element (2) were low for
2020 in Table 14, while Lighting and Human Element were the largest two contributor to
SAIDI and SAIFI for 2022 in Table 16 and Table 18.
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Response:

a. Milton Hydro understands that the reference to 2022 in the last part of the question was
meant to be 2020. Table 16 and 18 had an inadvertent data entry issue and data is

corrected in Tables 2-13 and 2-14 below:

Table 2-13 Contribution to SAIFI - Excluding LoS

Unknown/Other 1% 1% 1% 2% 1% 15% 5%
ScheduledOutage 7% 2% 1% 3% 5% 1% 3%
TreeContacts 11% 4% 0% 4% 1% 3% 3%
Lightning 0% 0% 0% 0% 0% 0% 0%
DefectiveEquipment 56% 76% 47% 2% 32% 29% 39%
AdverseWeather 0% 13% 37% 16% 5% 34% 19%
AdverseEnvironment 0% 1% 0% 0% 0% 1% 0%
HumanElement 14% 0% 0% 0% 0% 11% 3%
Foreigninterference 10% 3% 14% 73% 45% 5% 27%
Grand Total 100% 100% 100% 100% 100% 100% 100%

Table 2-14 Contribution to SAIDI - Excluding LoS

Unknown/Other 1% 1% 0% 2% 3% 3% 2%
ScheduledOutage 2% 5% 1% 14% 1% 5% 3%
TreeContacts 19% 10% 1% 5% 5% 2% 5%
Lightning 0% 0% 0% 0% 0% 1% 0%
DefectiveEquipment 66% 64% 12% 11% 44% 31% 33%
AdverseWeather 0% 1% 76% 31% 5% 49% 39%
AdverseEnvironment 0% 3% 0% 0% 0% 4% 1%
HumanElement 2% 0% 1% 0% 0% 1% 1%
Foreigninterference 9% 6% 9% 36% 42% 6% 18%
Grand Total 100%| 100%| 100%| 100%| 100%| 100% 100%
2-Staff-39

Interruptions Caused by Defective Equipment

Ref: Exhibit 2, Attachment 2-2, pages 49 of 132
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Question(s):
a. Does Milton Hydro track interruptions due to Defective Equipment by equipment type? If

so, please provide a further breakdown of historical interruptions due to Defective
Equipment by year and by equipment type.

Response:

a. Milton Hydro maintains information on the equipment type for interruptions that are due
to Defective Equipment. Please refer to Table 2-15 below for a breakdown of the

number of historical interruptions due to Defective Equipment by year and equipment

type.

Table 2-15 Historical Interruptions Due to Defective Equipment

Defective Equipment Type 2016 2017 2018 2019 2020 2021

Sec connection 8 9 11 4 4 6
UG sec 7 5 13 2 2 3
OH sec 4 3 1 3
Meter 3 1 1 4

Porcelain insulators 1

Porcelain switch 1 1 4 1
Pole 4 1
Primary connection 4 6 2 4 2
Primary wire down 3 1 1
Primary sleeve 3 1
Switchgear 2 2
Arrester 3 2 1 1
Fuse 1 4 2 3 1 4
Switch / Cutout 7 7 4 1 1 2
Transformer 13 8 22 11 19 10
UG primary cable 3 2 3

UG primary cable term 5 3 3 3 4 1

2-Staff-40

DSP Spending Variance 2016-2020

Ref: Exhibit 2, Attachment 2-2, pages 52 of 132

Question(s):
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a. OEB staff notes that the actual net capital expenditure over the 2016-2020 period is $3.3
million (8%) higher than the OEB-approved amount. Please explain main drivers for the

overall net overspending.
Response:

a. In 2016, $1.3M was spent on building renovations (office construction, roof replacement,
security upgrades, fuel tank installation, generator relocation, etc.), as part of the General
Plant capital category. In 2018 and 2019 Milton Hydro paid Hydro One Networks Inc. $1.0M
each year for capital contribution for two breakers on Tremaine TS for additional capacity
as part of the General Plant capital category. These three amounts total $3.3M and were
not part of the DSP. When considering, actual capital expenditures on a gross basis, over
the 2016-2020 period, Milton Hydro spent $0.5M more than the OEB-approved amount due
to underspending in the System Access capital category in 2017 of $2.8M offset by the
overspending of $3.3M in the General Plant capital category. The difference between the
Net Capital spending and the gross capital spending relates mainly to lower capital

contributions collected due to reduced spending in the System Access capital category.
2-Staff-41

Asset Management Planning Cycle

Ref: Exhibit 2, Attachment 2-2, pages 62 of 132

Preambile:

Milton Hydro illustrated its Asset Management Planning Cycle in Figure 9, which includes the

following steps:
i. Determine Budget Envelope

i. Capital Requirements by Investment Category (System Access, System
Renewal, System Service and General Plant) and Annual System Maintenance
Plan

iii. Preliminary Investment Portfolio

iv. Portfolio Prioritization
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v. Establish Investment Plans
vi. Capital Investment and OM&A Approval
vii. Budget Approval

Question(s):

a. Please provide main change(s) in capital investment and OM&A budget during the
planning process from the original budget envelope to the proposed capital and OM&A
for the 2023 test year. Please also explain drivers for the change(s) and identify at which

step of the planning process each change was made.
Response:

Capital Investment

There are four main changes to capital investment that occurred during the planning process

from the original budget envelope to the proposed budget for the 2023 test year:
1. Reduction in Wood pole replacement program
2. Increase in automation equipment (switchgear, switches)
3. Reduction in Proactive meter replacements
4. Elimination of Sprinter Cargo Van

Changes 1 & 2: As a result of Customer Engagement feedback received during the Capital
Investment and OM&A Approval/Portfolio Prioritization stage of the Asset Management process,

the following changes were made to the planned capital investments for 2023:
« System Renewal, Pole replacement reduced by $325,189.

» System Renewal, Proactive switchgear replacement program was shifted to System
Service, $254,768. System Service was deemed to be the appropriate driver for this

investment.

These two changes result in $579,957 shifted from System Renewal to System Service.
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This budget shift enables the reprioritization of automated overhead and underground switch
projects, along with the implementation of a SCADA based Fault Location, Isolation and

Services Restoration (FLISR) system.

Change 3: The proactive meter replacement budget was reduced after a thorough review was
conducted with the meter technicians regarding labour efforts and quantities of meters that

were estimated to be replaced.

Change 4: A Sprinter Cargo Van was deemed not necessary and therefore was removed from
the budget.

OM&A

Milton Hydro has provided the goals and objectives outlined at the onset of a planning cycle in
its response to 1-SEC-015. During the budget workshops that are delivered in June of each
year, the Finance business partner meets with the Asset Management business unit leader to
determine what the financial requirements are to deliver the operating maintenance plan (during
the Determine Budget Envelope stage). The Finance team provides the wages, salaries and
payroll burden assumptions to overlay to calculate the cost of internal resources. The non-
labour requirements are reviewed line by line to ensure the adequate financial servicing costs

are provided for.

There were no material changes made to the original budget envelope to support its operating

maintenance plans outside of the resourcing assumptions to deliver the program.
2-Staff-42

Mandatory vs. Non-Mandatory

Ref: Exhibit 2, Attachment 2-2, pages 63 of 132

Preambile:

Mandatory capital projects are automatically included as per scheduled need. In general,

mandatory projects are defined as:

i. New/modified customer service connections (System Access)
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ii. Road authority required plant relocation projects (System Access)
iii. Mandated service obligations (System Access)
iv. Renewable energy projects (System Access)
v. Emergency replacement of failed equipment (System Renewal)
vi. Safety related projects (System Service)

Question(s):

a. For all projects proposed for 2023 and presented in Appendix 2-AA, please identify

which ones are mandatory and which ones are non-mandatory.

b. Please provide the actual splits of mandatory vs non-mandatory spending for each year
over 2016-2021.
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Response:

Table 2-16 Mandatory vs. Non-Mandatory 2023 Projects

2023 Projects Type

Subdivisions Mandatory
Fifth Line - Derry to Britannia Mandatory
Steeles Avenue - Regional Rd 25 to Trafalgar Rd. Mandatory
Appleby Line - Derry North Mandatory
Customer Connections Mandatory
Meters - New Industrial/Commercial Mandatory
Mandated Meter Replacements Mandatory

Porcelain to Polymer Insulator Replacement Program

Non-mandatory

Wood Pole Replacement Program

Non-mandatory

Replace Regulator at MS7

Non-mandatory

Reactive Overhead Replacement Mandatory
Reactive Underground Replacement Mandatory
Meter Replacements, defective Mandatory

Meter Replacement Program

Non-mandatory

Meter Room Upgrades - Cell Modems

Non-mandatory

Boston Church JSP to 5 Side Rd

Non-mandatory

Automation

Non-mandatory

Scada/OMS

Non-mandatory

Building - 200 Chisholm

Non-mandatory

Building - Renewal/Renovations 2nd Fir

Non-mandatory

Computer Hardware - Server, projector, toughbooks

Non-mandatory

Software - licenses

Non-mandatory

Software - FSR financial statement reporting tool

Non-mandatory

Software - Accounts payable three-way match tool

Non-mandatory

Software - Revenue Dollar and Statistical Data Warehouse

Non-mandatory

Software - FME for GIS

Non-mandatory

Wimax/Scadamates

Non-mandatory

Robotic Process Automation Phase 1 - Discovery

Non-mandatory

Robotic Process Automation Phase 2 - Implementation

Non-mandatory

Enterprise Resouce Planning System

Non-mandatory

Single Bucket Truck

Non-mandatory

Vehicles - Lightweight

Non-mandatory

Miscellaneous

Non-mandatory
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Table 2-17 Mandatory vs. Non-Mandatory Spend

Project type 2016 2017 2018 2019 2020 2021

Mandatory 7,134,823 |[5,806,754 |9,102,176 |9,360,700 |8,347,031 (9,105,799

Non-mandatory 4,417,826 |3,472,294 |3,287,094 |2,478,346 (2,010,897 |1,882,568

Grand Total 11,552,649 (9,279,048 |12,389,270 (11,839,046 |10,357,929 (10,988,366
2-Staff-43

Lifecycle Risk Management

Ref: Exhibit 2, Attachment 2-2, pages 87 of 132

Question(s):

a. Does Milton Hydro have a quantitative approach to derive risk-based project
prioritization? If so, please explain the quantitative approach and provide risk score for
each project. Please also provide the list of projects for 2023 test year before and after
prioritization in Appendix 2-AA format. If not, please explain how Milton Hydro prioritizes

non-mandatory projects.
Response:

Milton Hydro does not have a quantitative approach that results in a “score” to derive risk and

value based project prioritization.

As stated in 5.3.3d of the DSP, Milton Hydro considers a number of factors when prioritizing
non-mandatory investments with Safety and Reliability being the top considerations. All annual
capital investments selected for implementation, mandatory and non-mandatory, are scheduled
within the annual capital budget envelope. Capital investments selected for implementation are
reviewed by Milton Hydro Management to ensure they provide qualitative benefits with respect

to risk and value and to the ongoing operations of the utility.

Going forward, Milton Hydro plans to enhance its Asset Management Plan with risk and value
based analysis. This analysis will feed the prioritization assessment process for non-mandatory
projects. Building on this, it is Milton Hydro’s goal to develop and implement a quantitative

(score based) approach to derive risk and value based project prioritization as a future initiative.
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2-Staff-44

Flagged for Action Plan

Ref: Exhibit 2, Attachment 2-2, Appendix E, page 17

Preambile:

Kinectrics developed a ten-year flagged-for-action plan in Table 3 of the Asset Condition

Assessment (ACA) report.
Question(s):

a. Please provide Milton Hydro’s actual (2016-2021) and forecast (2022-2027) asset
replacements (number of replacements and capital expenditures) for each of these asset

categories in Table 3 of the ACA report in Excel.

Response:

a. Please refer to pg. 430-431/667: (pg. 430/667). The numbers presented in the Flagged-
for action plan are not necessarily equal to the number of assets to be replaced as units
to be replaced represent a subset of the Flagged for Action units...(p431/667) It is also
important to note that the Flagged-for-action plans are based solely on asset condition
using a probabilistic, non-deterministic, approach and, as such, can only show expected
failures or probable number of units that are expected to be candidates for replacement
or other action. While this condition-based Flagged-for-action plan can be used as a
guide for Renewal Investment category within Distribution System Plan, it is not
expected that it be followed directly or as the final deciding factor in making investment

decisions. See excel spreadsheet “2-Staff-44 Costs and Quantities by Asset Class”.

2-Staff-45

PwC Report

Ref: Exhibit 2, Attachment 2-2, Appendix F

Question(s):
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a. Please explain if Milton Hydro has adopted PwC’s recommended external costs on
capital and operations for each year over the 2022-2024 period. If not, please detail the
differences between Milton Hydro’s proposal vs. PwC’s recommendations and explain

why.

b. Please explain if Milton Hydro has adopted PwC’s recommended internal resource
requirement. If not, please detail the differences between Milton Hydro’s proposal vs.

PwC’s recommendations and explain why.

Response:

a. Milton Hydro has adopted PwC’s recommend external costs on capital and operations

— Omni Channel and Enterprise Ticketing will continue to be integrated with ERP
and other system as they come on board. Requirements for early systems will

take into account an eventual ERP system upgrade in the future.

— RPA implementation will take place in 2022. Over time, as more investments in
new systems are executed, RPA will continue to be leveraged and potentially
expanded to enhance efficiency and long term integration with new or updated

systems such as ERP.
b. Yes, Milton Hydro has adopted PwC’s recommend internal resource requirements.

2-Staff-46

GSAI Report

Ref: Exhibit 2, Attachment 2-2, Appendix G

Preambile:

GSAIl prepared an analysis of projected residential and employment growth as well as

infrastructure expansions in the Town of Milton between 2016 and 2027.
Question(s):

a. Please confirm Milton Hydro used GSAIl’s projection of residential customer growth of

950, plus 50 nonresidential customers to base its residential subdivisions and general
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services connection costs in System Access investments during the DSP period. Please

also explain the basis of the forecasted 50 nonresidential customers.

b. If confirmed in part a, please explain why Milton Hydro did not rely on data from
developers, builders and the Town of Milton to develop budget for System Access

investments in residential subdivisions and customer connections.

c. Please explain how Milton Hydro derived its residential customer connections costs in its

last DSP in the absence of a third party’s growth study.

d. Please clarify whether GSAl's employment growth and infrastructure expansions
forecast have an impact on Milton Hydro’s capital and OM&A budgets proposed for the

2023 test year. If so, please explain the impact.

Response:

a. Milton Hydro projected that it would need to make System Access, distribution system
infrastructure expansion investments relating to 1,000 new customers'’ based on a
combination of using near-term, 2022 and 2023 Halton Region plans, and Town of Milton
plans; historical actual distribution system infrastructure expansion investments related

to new customers; and consultations with developers and builders.

Milton Hydro’s infrastructure expansion investments relating to the 1,000 new customers
is a blend of residential and non-residential connections includes the blended costs of all
types of customers and the infrastructure Milton Hydro is required to install to connect
customers. For example, there is minimal infrastructure for some larger customers that
lie along the distribution system and have installed customer owned transformers and
switchgear. In some cases customers pay for transformation and secondary services
when the loading exceeds the transformation that Milton Hydro can supply. In other
cases, customers may request their transformer to be located at the rear of their property
vs. the front resulting in longer cable runs. Some non-residential class customers cost
little to connect while others cost more, Milton Hydro’s blended average infrastructure
expansion investment is a weighted average of all connections including residential and

non-residential. For the most part the vast majority of connections are residential, and

7 Investments to construct distribution system infrastructure in a fiscal period for a given number of customers don’t
typically translate directly into new connected customers immediately, there is typically a slight lag to when the
customers are actually connected and set up in a distributors Customer Information Systems.
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based on past history, the non-residential class connections are fairly steady and

predictable each year.

The GSAI growth report was used to help Milton Hydro assess its near-term plans and to
give Milton Hydro an indication of the future growth expected beyond the 2023 Test Year.
In its load forecast/customer forecast, for new residential class customer connections
Milton Hydro used GSAI’'s near term projections of 750 in 2022 and 950 in 2023. In its
load forecast/customer forecast, for non-residential customer connections Milton Hydro
used the geometric mean of its historical actual annual connections for near term
projections for 57 in 2022 and 58 in 2023. Total metered number of connections forecast

in its load forecast/customer forecast were therefore 807 for 2022, and 1,008 in 2023,

The GSAI growth report provided the number of new residential housing units in its near-
term forecast, but only provided general information relating to non-residential customers
to help inform Milton Hydro’s System Access investment plans. The general information
included, for example, the number of annualized apartment units, but not the number of
bulk metered apartment buildings (treated as non-residential customers). Also,
information was provided relating to employment growth and population growth
projections; however, this information could not be distilled into the number and type of
new non-residential customers to be connected in the near-term. Milton Hydro’s
assessment of the GSAI growth report was that it was informative, and helpful to confirm

its investment plans were reasonable.

b. See part a. of the question. Milton Hydro relied on data from developers, builders, the
Town of Milton, and Halton Region to develop its budget for System Access investments
in residential subdivisions and customer connections. However for a number of reasons,
Milton Hydro needed an independent third-party assessment done to confirm that its
System Access, infrastructure investment plans, and new customer connections used in

its load forecast were reasonable, as follows:

i. As a result of the pandemic, third party consultations had been restrained and

less frequent,

'8 Note the small difference between the 2023 forecast customer additions of 1,008 compared to the 1,000 new
customer connections in the System Access investment plans. The forecast customer additions and the number of
customers for which infrastructure investments were constructed don’t usually align completely given that the
investments in infrastructure take place when the assets are constructed, not when the customer’s meter is
connected, energized, and power is flowing. These minor differences are typical.
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ii. The developers and building markets had been inconsistent during the pandemic

as a result of supply chain and union issues,

ii. The future housing market was also facing uncertainty with rising housing prices

and anticipated increases in mortgage rates,

iv. The data coming from the Region of Halton was changing throughout the course
of planning, which had consequential implications for the Town of Milton’s data,

and

V. In its last Cost of Service rate application Milton Hydro’'s 2016 customer base
was lower than the forecast by 657 customers'. This caused the denominator
quantities used to calculate rates to be overstated and therefore, Milton Hydro

under-collected its revenue requirement for the entire IRM term.

As a result of the preceding, Milton Hydro determined that with the history of rapid
growth and amidst ambiguity, a third-party assessment of the growth of the Town of

Milton was justified and appropriate for due diligence in its planning efforts.

c. In the previous DSP (2016 -2020), Milton Hydro used a variety of inputs in the

development of its SA funding plan:

i. Population and growth data and projections from the Region of Halton and the

Town of Milton
ii. Regular and consistent consultations with developers and builders

iii. historical actual distribution system infrastructure expansion investments related

to new customers

d. See part a. above explaining how the GSAI growth report helped inform Milton Hydro,
and assessed the reasonability of Milton Hydro’s capital and OM&A budgets. The GSAI
growth report did not provide any new information that identified significant differences or

any anomalies that Milton Hydro felt warranted a change in plans. The GSAI growth

19 Milton Hydro’s 2016 year-end metered customer base was 36,804, in its 2016 Cost of Service Rate application, in
its load forecast it forecast the 2016 year-end metered customer base to be 37,461.
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report helped Milton Hydro confirm that its’ plans were reasonable and also provided

some insights to the growth that would follow in 2024 to 2027%.
2-Staff-47

Distribution System Plan

Ref: Exhibit 2, Attachment 2-2, Section 5.4.1

2021 CDM Guidelines, Chapter 3.1

Preambile:

Milton Hydro’s Distribution System Plan notes that there are no rate-funded activities to defer

distribution infrastructure.
Question(s):

a. Please describe how Milton Hydro has addressed or plans to address the requirement in
the OEB’s CDM Guidelines for distributors to “make reasonable efforts to incorporate
consideration of CDM activities into their distribution system planning process, by
considering whether distribution rate-funded CDM activities may be a preferred approach
to meeting a system need, thus avoiding or deferring spending on traditional

infrastructure.”
Response:

To date, Milton Hydro has not identified any CDM activities that would defer or reduce
expenditures on traditional infrastructure. As part of its ongoing distribution system planning
process, Milton Hydro will consider the viability of implementing CDM solutions related to

projects where they could be beneficial.

20 Note, that in the GSAI growth report, on page 5, GSAI provides the following caveat: “Beyond 2024 and into 2027,
the accuracy of the projections begins to diminish as there are a greater amount of factors that can influence the
timing of development. Such factors could include changes in political governments, residential housing market
fluctuations affecting housing demand and the ongoing and uncertain impact of COVID 19 on the residential housing
market through supply chain and labour disruptions.”
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2-Staff-48

Distribution System Plan

Ref: Exhibit 2, Attachment 2-2, page 13

Exhibit 2, Attachment 2-2, Appendix A, Capital Project Sheets SS-1 to SS-3

Preambile:

Milton Hydro notes that “smart grid development enhances MHDI’s ability to provide a variety of
energy services, including conservation and demand management.” Milton Hydro’s Capital
Project Sheets (SS-1 to SS-3) provide more details on specific smart grid projects, with sheets
SS-1 and SS-2 noting that these projects “enable{s} the connection and operation of Distributed
Energy Resources (DER) and is adaptable for use in a variety of grid modernization software
packages such as Fault Location, Isolation, and Service Restoration (FLISR), Distributed
Energy Resources Management (DERMS) or Advanced Distribution Management Systems

(ADMS) that MDHI may or may not adopt as it moves towards grid modernization.”
Question(s):

a. Please provide more details as to how projects SS-1 to SS-2 (and SS-3, if applicable)

enhance Milton Hydro’s ability to provide CDM.

b. In particular, how will these projects facilitate integration of DERs for the purpose of load
management, and have they been assessed to be as future-proof as possible in regard

to potential future efforts by Milton Hydro regarding DER integration?

Response:

a. A successful CDM program requires good communication infrastructure to field devices
for load and generation dispatches. The programs in SS-1, SS-2 and SS-3 are a
continuation of the automation build up to future proof Milton Hydro for integration and

implementation of CDM and DERs with remote monitoring and controls.

By building up Milton Hydro’s remote-control capability, it enhances system operation
flexibility and increases the ability to disconnect and reconnect generation in response to

system demands.
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b. Analytical software such as FLISR, makes use of information from the automated
switches to quickly react to system abnormalities. It isolates the problem and quickly re-
routes electricity flow to minimize damage and restore service to customers. The FLISR
analysis tool enriches the information that would help to integrate DERs by calculating
loads and fault direction during system disturbances. DERs introduce loads on circuit
branches and complexity increases with increasing adoption. FLISR provides data,
analysis and automatic response with real time information to Control Room Operators,
better enabling reliable and safe management of an increasing complex modern

distribution system introduced by DERSs.
2-Staff-49

Distribution System Plan

Ref: Exhibit 2, Attachment 2-2, pages 21, 26, and 28

Preambile:

The DSP notes that a new transformer station (Halton TS2) was originally identified in the
regional planning process as needed to service Milton Hydro load growth, but recent
discussions with Hydro One have indicated that this can be deferred until beyond 2027

(currently planned for 2033).
Question(s):

a. Is Milton Hydro (either on its own or as part of the regional planning process) considering
CDM/non-wires solutions that may further defer or avoid the need for the Halton TS2

project?
[1]1 EB-2018-0278

Response:

Milton Hydro has considered and will continue to explore non wires solution, however currently,
there are no CDM or DER plans that would be significant enough to defer or eliminate the need
for building Halton TS2 due to the forecasted load growth. A non-wires solution the size of
Halton TS2 would be far more expensive than building the TS. As pointed out in an

engagement webinar by the IESO on May 2, 2021 for the Peel/Halton (GTA W) Integrated
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Regional Resource Plan (IRRP), “...the estimated cost of the generation/non-wires options were
far more expensive than the wires options and were thus screened out from further
consideration”. For DER at the customer level, while it lowers the net demand, it does not
reduce the number of customers still connected and dependent on the distribution system when

they don’t generate or when the load is not curtailed.

SCHOOL ENERGY COALITION

2-SEC-029

[Ex. 2, Attach 2-2, Appendix I]

With respect to the Cresa plan:

a. Please confirm that the external consultants did not give any advice on the number of
workspaces needed by Milton Hydro, and in fact Senior Management determined that it

needed a 1:1 ratio of workspaces to employees.

b. Please confirm that the external consultants provided no opinion on the appropriate size
of the facilities the Applicant would need, and did no benchmarking of space

requirements relative to similar companies/utilities.
Response:

a. Milton Hydro (Senior Management) provided direction to Cresa as to the number of
workspaces required. The ratio of workspaces to employees is not 1:1 due to hoteling in
the Operations group and control room shift scheduling. Please refer to Cresa plan
(Ex.2, Attach 2-2, Appendix |, page 16),

b. The external consultants developed workstation and meeting room sizes based on
industry standards and Milton Hydro’s needs. There was no specific benchmarking of
office size, however Milton Hydro’s workstation spaces are consistent with government
of Canada Workplace 2.0 Fit-up Standards of 48.5 sq.ft. for a typical employee

workstation.
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2-SEC-030

[Ex. 2, Attach 2-1]

Please provide all internal memoranda, studies, analyses, or other research, data or analytical

documents, that deal with:

The space requirements of the Applicant’s growing work force;

The changing approach to work, including work from home and similar trends, and

including the impacts of Covid on those trends; and

Options available to the Applicant to reduce its costs by using less of its facilities,

including generating revenue from unused space.

Response:

a.

b.

These details are provided within the Cresa Strategic Facility Plan. Milton Hydro
provides excel spreadsheet “2-SEC-030 Space Programming for 2021 to 2026”. Milton
Hydro notes a minor adjustment to the 2021 state of the space programming data in the
table on page 16 of the cresa report to transfer a unit of 1 between the 2021 Office and
Workstation categories. Also, Milton Hydro made a minor reallocation in the Role
Evaluation for Remote or Hybrid Work table on page 19 of the cresa report reducing the
quantities from 6 to 5 for each year from 2023 to 2026 for the Assessment for Flexible
Workspace Data, this change had no impact to the Space Requirements. Also Milton
Hydro notes that all other data on the Space Programming Table on page 16 of the cresa
report for 2023 to 2026 remains as presented in the cresa report. No additional studies

were commissioned.

As the Covid pandemic started and progressed, Milton Hydro communicated at various
times, work from home protocol and recently return to office expectations. The most
recent is provided in the response to 2-SEC-31. Milton Hydro has not yet established a
policy that encompasses a work from home option for it's employees on a going forward

basis.
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c. Please see the Cresa Strategic Facility Plan for proposed space utilization. The entire
facility foot print will be utilized, based upon the projected growth requirements and

functional needs (e.g. meeting space, Control Room).
2-SEC-031

[Ex. 2, Attach 2-1]

Please provide the Applicant's current work from home policy or protocol, and any

communications to employees generally with respect to that policy/protocol.
Response:

Milton Hydro does not currently have a work from home policy. Milton Hydro employees whose
work tasks can effectively be completed from home are currently participating in a hybrid work
model. All other roles are working onsite. Below is the most recent communication to employees

about COVID Practices which mentions work from home protocol.

Subject: April 1: Continued COVID practices

In anticipation of the government of Ontario lifting several health and safety
measures effective March 2'*', and in response to our recent COVID-19 survey
(approximately 57% participation) suggesting that some employees are still
concerned about the impact of COVID-19, please see the updated COVID-19
summary below:

Milton Hydro will proceed with caution and place priority on the health, safety,
and well-being of our employees. To this end, we will continue a phased
approach to lifting our workplace restrictions and remain vigilant about our
C.0.V.I.D practices until April 1**. Thereafter, we will reassess our position.

In summary, employees shall continue to:

1. Self-monitor potential symptoms and complete the online pre-screening
assessment prior to entering the office.

2. Maintain distance.

3. Maintain masks - masks can be removed IF you are amongst a small
group (e.g., meeting) and ALL UNANIMOUSLY agree.

Additionally, Milton Hydro maintains that:

1. Vaccination is the best way to protect yourself against potential
hospitalization and death due to COVID-19. Call the Provincial Vaccine
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Contact Centre at 1-833-943-3900 to book over the phone. This line is
available 8:00 a.m. to 8:00 p.m., 7 days a week.

2. The current gradual-return-to-office model (or “hybrid” model that allows
for a combination of remote work with on-site work) will remain in effect
for the next coming months. Providing a flexible work arrangement that
help departments accommodate business/customer needs while
supporting employees and attracting new talent in a challenging market
will help us enable Milton Hydro’s future-ready “modern workplace”. We
will continue to assess successes and/or address potential challenges,
following which we will determine if a hybrid work model is a viable long-
term solution for Milton Hydro.

As we continue to return to a state of much-anticipated normalcy, there will be
a need for patience, sensitivity, and charity - understanding that the
circumstances and experiences of our employees will vary.

For more information and/or support to ease your COVID-19 concerns, please

talk to your supervisor, or visit https://covid-19.ontario.ca/ for the most
relevant COVID-19 updates.

VULNERABLE ENERGY CONSUMERS COALITION

2.0-VECC -9

Reference: Exhibit 2, pages 6, 29

a. Please explain how major spare parts and standby equipment (MSP&SE) was

accounted for prior to the change to include them in rate base sought in this application.
b. Please explain what precipitated the change in policy.
c. Please provide the amounts of MSP&SE for each year 2016 through 2020.

d. Please provide an inventory list of the major assets included in the $610k being sought

to be included in rate base.
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Response:

a. Previously, MSP&SE was only accounted for as inventory and not included in Property,

plant, and equipment capital assets.

Milton Hydro identified, that it had inventory that it was utilizing as major spare parts and
stand-by equipment and it should adhere to Article 410 OEB Accounting Procedures
Handbook (APH) outlined as follows:

“Spare parts and servicing equipment are usually carried as inventory and recognized in
profit or loss as consumed. However, major spare parts and stand-by equipment qualify
as property, plant and equipment when an entity expects to use them during more than
one period. Similarly, if the spare parts and servicing equipment can be used only in
connection with an item of property, plant and equipment, they are accounted for as

property, plant and equipment.”

Milton Hydro has carried the appropriate minimum inventory levels for each of these
spare parts for each of the years 2016 to 2020. Table 2-18 quantifies the MSP&SE
inventory values for the years 2016 to 2020.

Table 2-18 MSP&SE Detailed Parts for 2016 to 2020

Price per
Part Description part 2016 2017 2018 2019 2020
38KV 3-PH 6VT POP Viper 20,943 —| 41,886| 83,772 125,658 | 125,658
38KV 3-PH 6VT Cluster Viper 27,796 — — | 27,796 27,796| 27,796
150KVA 27600 120/208 L.F. Pad 18,794 — — — — —
500KVA 27600 120/208 Pad 25960 77,880| 77,880| 51,920 103,840| 51,920
750KVA 27600/8320 347/600 Pad 33,950 — — — — —
750KVA 27600 347/600 L.F. Pad 34,017 | 102,051 68,034 | 68,034 102,051 68,034
1000KVA 27600 347/600 Pad 43,850 43,850 43,850 219,250| 87,700| 131,550
1500KVA 27600 347/600 L.F. Pad 47,650 | 238,250 | 190,600 95,300| 190,600 | 190,600
2000KVA 27600 347/600 L.F. Pad 42,100 42,100| 42,100 42,100| 84,200| 42,100
300KVA 27600 347/600 L.F. Pad 19,500 19,500 | 39,000| 78,000 19,500 58,500
500KVA 27600 347/600 L.F. Pad 24,185 48,370 72,555| 72,555 48,370| 24,185
Switch Gear PMH-9 28KV 25,332 —| 75,996| 101,328 | 126,660 | 101,328
RTU Virelec P68-06 Box 13,700 | 232,900 13,700 13,700 41,100| 41,100
Total 804,901 | 665,601 | 853,755 | 957,475| 862,771




Milton Hydro Distribution Inc.
EB-2022-0049

Interrogatory Responses
Page 156 of 301

Filed: July 25, 2022

d. The following Table 2-19 provides the 2021 inventory list of MSP&SE totaling $610K. This

amount was also used as a forecast and was included in the 2023 rate base.

Table 2-19 MSP&SE Detailed Parts for 2021

Part Description Price per part # of Spare Parts $
38KV 3-PH 6VT POP Viper 20,943 2 41,886
38KV 3-PH 6VT Cluster Viper 27,796 1 27,796
150KVA 27600 120/208 L.F. Pad 18,794 3 56,382
500KVA 27600 120/208 Pad 25,960 2 51,920
750KVA 27600/8320 347/600 Pad 33,950 1 33,950
750KVA 27600 347/600 L.F. Pad 34,017 1 34,017
1000KVA 27600 347/600 Pad 43,850 1 43,850
1500KVA 27600 347/600 L.F. Pad 47,650 2 95,300
2000KVA 27600 347/600 L.F. Pad 42,100 1 42,100
300KVA 27600 347/600 L.F. Pad 19,500 1 19,500
500KVA 27600 347/600 L.F. Pad 24,185 2 48,370
Switch Gear PMH-9 28KV 25,332 4 101,328
RTU Virelec P68-06 Box 13,700 1 13,700
Total 610,099
2-VECC-10

Reference: Exhibit 2, page 23

a. Given the proposal to include the previously disallowed building space into 2023 rate
base, please explain why the account 1908 “Building disallowed in 2016 ($1,429,202) is

removed from the 2022 continuity schedule rather than the 2023 schedule.
Response:

a. Account 1908 - Building disallowed in 2016 of ($1,492,202) was removed from the 2022
continuity schedule so that the closing balance of 2022 would reflect the removal of the
building disallowed in 2016, and rolls forward into the opening balance of 2023
appropriately for rate making purposes. See Table 2-1-1 Reconciliation of the net book
Value of Fixed Assets between the 2021 Closing Balance and the 2022 Opening
Balance Exhibit 2 page 9 of 86.
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Another way of making this adjustment, with the same resulting 2023 fixed asset
continuity schedule, would have been to remove the undepreciated anounts relating to
Account 1908 - Building disallowed in 2016 only from 2023 (not from 2022) and to adjust
the opening balance of 2023. Had the 2023 fixed asset continuity schedule been
adjusted this way, there would have been no difference between the 2023 continuity
schedule using this approach, or the 2023 continuity schedule based on the approach
taken by Milton Hydro in the evidence. Therefore no different to the Rate Base for 2023.
See Table 2-20 below, providing an updated Table 2-1-1, and Table 2-21 below provides
an updated 2022 Fixed Asset Continuity Schedule, and Table 2-22 below reproduces the
2023 Fixed Asset Continuity Schedule which did not change.

Table 2-20 Updated Table 2-1-1 from Exhibit 2 Page 9 of 86

Original 2022 2023

Closing Opening

Description Balance Adjustment Balance

Gross Fixed Assets 181,380,635 181,380,635

Add Back: Building Gross Fixed Assets Disallowed in 2016 COS 1,429,202 1,429,202

Gross Fixed Assets 181,380,635 1,429,202 | 182,809,837

Accumulated Depreciation 79,679,369 79,679,369
Add Back: Building Accumulated Depreciation Disallowed in 2016

COS 214,380 214,380

Accumulated Depreciation 79,679,369 214,380 79,893,749

Net Book Value [ 101,701,266 1,214,822 102,916,088
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Table 2-21 2022 Fixed Asset Continuity Schedule

Cost Accumulated Depreciation
CCA OEB Opening Closing Opening Closing Net Book
Class Account Description Balance Additions Disposals Balance Balance Additions Disposals Balance Value
Capital Contributions Paid (Other Intangible
25 1609 | Assets) 2,009,006 — — 2,009,006 149,630 50,073 — 199,703 1,809,303
5 1611 Computer Software 2,926,484 547,060 — 3,473,544 2,525,121 263,251 — 2,788,372 685,172
0 1725 Poles, Towers and Fixtures — — — — — — — — —
0 1730 Overhead Conductors and Devices — — — — — — — — —
N/A 1805 Land 69,883 — — 69,883 — — — — 69,883
Distribution Station Equipment Normally Primary
47 1820 | below 50 kV 1,455,992 — — 1,455,992 1,454,599 934 — 1,455,533 460
47 1830 Poles, Towers and Fixtures 41,892,299 2,123,772 (650,000)] 43,366,072 15,221,507 758,391 (300,000)] 15,679,898 27,686,173
47 1835 Overhead Conductors and Devices 26,964,238 1,959,548 — | 28,923,786 13,537,853 478,207 — | 14,016,060 14,907,726
47 1840 Underground Conduit 34,088,150 1,667,581 — | 35,755,731 12,161,340 803,552 — | 12,964,892 22,790,839
47 1845 Underground Conductors and Devices 26,434,621 1,115,865 —| 27,550,486 11,007,610 539,020 — | 11,546,629 16,003,857
47 1850 Line Transformers 47,832,478 2,187,208 —| 50,019,686 21,097,128 986,386 — | 22,083,514 27,936,172
47 1855 Services 15,034,867 776,762 —| 15,811,629 4,005,988 371,366 — 4,377,354 11,434,274
47 1860 Meters 15,304,660 2,820,676 —| 18,125,335 8,410,790 1,019,722 — 9,430,512 8,694,823
N/A 1905 Land 4,040,000 — — 4,040,000 — — — — 4,040,000
1b 1908 Buildings and Fixtures 10,767,883 593,000 —| 11,360,883 1,332,852 222,827 — 1,555,679 9,805,204
1908 Building disallowed in 2016 COS (1,429,202) (1,429,202) (185,796) (28,584) (214,380) (1,214,822)
13 1910 Leasehold Improvements 377,009 — — 377,009 377,009 — — 377,009 —
8 1915 Office Furniture and Equipment 1,134,341 — — 1,134,341 976,011 42,168 — 1,018,179 116,162
50 1920 Computer Equipment Hardware 2,539,334 117,500 — 2,656,834 2,312,939 91,634 — 2,404,573 252,262
12 1925 Computer Software — — — — — — — — —
10 1930 Transportation Equipment 3,552,461 751,500 — 4,303,961 2,316,394 290,228 — 2,606,622 1,697,339
8 1935 Stores Equipment 575,918 20,000 — 595,918 331,291 25,472 — 356,763 239,155
8 1940 Tools, Shop and Garage Equipment 756,313 30,000 — 786,313 528,949 37,298 — 566,247 220,066
8 1945 Measurement and Testing Equipment 170,762 — — 170,762 139,728 6,481 — 146,209 24,553
8 1955 Communication Equipment 673,100 — — 673,100 495,910 44,574 — 540,484 132,616
8 1980 System Supervisory Equipment 2,383,544 235,352 — 2,618,896 574,035 165,163 — 739,198 1,879,698
47 1990 Other Tangible Property 133,004 — — 133,004 133,004 — — 133,004 —
0 1995 Contributions and Grants (47,115,668), — — | (47,115,668)| | (20,846,919)| (1,101,130) — | (21,948,049)| (25,167,619)
various | Major Spare Parts 610,000 15,250 — 625,250 — 15,250 — 15,250 610,000
2440 Capital contributions - Distribution (23,087,850)| (3,024,069), — | (26,111,919) (2,540,511) (619,375), — | (3,159,886)| (22,952,033)
Sub-Total 170,093,630 | 11,937,005 (650,000)| 181,380,635 75,516,462 4,462,907 (300,000)| 79,679,369 | 101,701,266
Less Socialized Renewable Energy Generation Investments (input as negative)
Less Other Non Rate-Regulated Utility Assets (input as negative)
Total PP&E | 170,093,630 [ 11,937,005|  (650,000) 181,380,635 || 75,516,462 4,462,907|  (300,000) 79,679,369 | 101,701,266
Depreciation Expense adj. from gain or loss on the retirement of assets (pool of like assets), if applicable
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Table 2-22 2023 Fixed Asset Continuity Schedule

CCA

OEB

Class Account

Description

Opening
Balance

Cost

Additions

Disposals

Closing
Balance

Opening
Balance

Total 4,462,907 |
Adjustments: Fully Allocated Depreciation
10 Less: Transportation (290,228)
8 Less: Tools (37,298)
2440 Less: Capital contributions - Distribution 619,375
Net Depreciation

4,754,756

Additions

Accumulated Depreciation

Disposals

Closing
Balance

Net Book
Value

Capital Contributions Paid (Other Intangible
25 1609 | Assets) 2,009,006 — — 2,009,006 199,703 50,073 — 249,776 1,759,230
5 1611 Computer Software 3,473,544 551,440 — 4,024,984 2,788,372 284,063 — 3,072,435 952,549
0 1725 | Poles, Towers and Fixtures — — — — — — — — —
0 1730 | Overhead Conductors and Devices — — — — — — — — —
N/A 1805 |Land 69,883 — — 69,883 — — — — 69,883
Distribution Station Equipment Normally Primary
47 1820 |below 50 kV 1,455,992 200,000 — 1,655,992 1,455,533 2,684 — 1,458,216 197,776
47 1830 | Poles, Towers and Fixtures 43,366,072 2,130,999 (650,000)| 44,847,071 15,679,898 805,667 (300,000)| 16,185,565 28,661,506
47 1835 | Overhead Conductors and Devices 28,923,786 1,187,072 — 30,110,858 14,016,060 513,169 — | 14,529,229 15,581,629
47 1840 | Underground Conduit 35,755,731 245,000 — | 36,000,731 12,964,892 826,993 — | 13,791,884 22,208,847
47 1845 | Underground Conductors and Devices 27,550,486 837,913 — | 28,388,400 11,546,629 563,344 — | 12,109,973 16,278,426
47 1850 | Line Transformers 50,019,686 2,183,080 —| 52,202,766 22,083,514 1,038,712 — | 23,122,226 29,080,540
47 1855 | Services 15,811,629 371,654 —| 16,183,283 4,377,354 385,721 — 4,763,076 11,420,207
47 1860 | Meters 18,125,335 2,439,924 —| 20,565,259 9,430,512 891,510 — | 10,322,022 10,243,237
N/A 1905 |Land 4,040,000 — — 4,040,000 — — — — 4,040,000
1b 1908 | Buildings and Fixtures 11,360,883 519,000 —| 11,879,883 1,555,679 233,947 — 1,789,626 10,090,257
13 1910 Leasehold Improvements 377,009 — — 377,009 377,009 — — 377,009 —
8 1915 | Office Furniture and Equipment 1,134,341 — — 1,134,341 1,018,179 42,168 — 1,060,346 73,994
50 1920 | Computer Equipment Hardware 2,656,834 94,500 — 2,751,334 2,404,573 97,604 — 2,502,176 249,158
12 1925 | Computer Software — — — — — — — — —
10 1930 | Transportation Equipment 4,303,961 451,000 — 4,754,961 2,606,622 324,363 — 2,930,986 1,823,976
8 1935 | Stores Equipment 595,918 30,000 — 625,918 356,763 27,555 — 384,319 241,600
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8 1940 | Tools, Shop and Garage Equipment 786,313 45,000 — 831,313 566,247 40,452 — 606,698 224,615
8 1945 | Measurement and Testing Equipment 170,762 — — 170,762 146,209 4,546 — 150,754 20,008
8 1955 | Communication Equipment 673,100 — — 673,100 540,484 43,583 — 584,067 89,033
8 1980 | System Supervisory Equipment 2,618,896 397,393 — 3,016,289 739,198 186,255 — 925,452 2,090,837
47 1990 | Other Tangible Property 133,004 — — 133,004 133,004 — — 133,004 —
0 1995 | Contributions and Grants (47,115,668) — — | (47,115,668)| | (21,948,049)| (1,095,885) — | (23,043,934)| (24,071,734)
various | Major Spare Parts 625,250 15,250 — 640,500 15,250 15,250 — 30,500 610,000
2440 | Capital contributions - Distribution (26,111,919)] (2,539,386) — | (28,651,305) (3,159,886) (688,413), — | (3,848,299)] (24,803,006)
Sub-Total 182,809,837 9,159,839 (650,000)| 191,319,676 79,893,749 4,593,359 (300,000)| 84,187,108 | 107,132,568
Less Socialized Renewable Energy Generation Investments (input as negative)
Less Other Non Rate-Regulated Utility Assets (input as negative)
Total PP&E I 182,809,837 I 9,159,839 I (650,000)I 191,319,676 79,893,749 4,593,359 I (300,000)| 84,187,108 | 107,132,568
Depreciation Expense adj. from gain or loss on the retirement of assets (pool of like assets), if applicable
Total 4,593,359 |
Adjustments: Fully Allocated Depreciation
10 Less: Transportation (324,363)
8 Less: Tools (40,452)
2440 Less: Capital contributions - Distribution 688,413
Net Depreciation

4,916,957
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2-VECC-11

Reference: Exhibit 2, Appendix 2-AB

a. Please explain how the capital contribution amount for 2023 of ($2,539,000) was

derived.

b. Please confirm (or correct) that the only category of capital projects that attract capital

contributions are in System Access.
Response:

a. The capital contribution amount is a forecast based on historical information and known
future projects. The total was derived by calculating the sum of the estimated capital

contributions expected from the following projects expected to be completed in 2023:
* Road Projects (based on Town of Milton and Halton Region plans);
» Customer Connection projects (based on historic trend), and;

* Residential Subdivisions (based on expected customer growth and development

proposals).
b. Itis confirmed that System Access is the only category that attracts capital contributions.
2-VECC-12

Reference: Exhibit 2, DSP Appendix 2, PDF 288

a. Has the bucket truck (“Unit #44 Single Bucket 46’) been ordered and a delivery date

confirmed?
Response:

a. Confirmed, Milton Hydro PO# DP48318 has been issued. Delivery date remains as an
estimate only (late-June, 2023), based upon the fact that the vehicle Chassis has still not

been assigned a firm production date by the OEM.
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2-VECC-13

Reference: Exhibit 2, DSP Appendix 2, PDF 311

a. Please provide the implementation Gantt charts for the ERP and Robotic Process

Automation Phase 1 and Phase 2.
Response:

Gantt chart image (1) for ERP and Gantt chart image (1) and supporting RPA documentation

image (1) are attached.

ERP Project Phase 2022 2023 2024
May [June [July |Aug. [Sept.[Oct. [Nov.[Dec. [Jan. [Feb. [Mar.[Apr. [May [June[July  |Aug. [Sept[Oct. [Nov.|Dec. [Jan. [Feb. [Mar.|Apr. |May|June  [July [Aug [Sept[Oct. [Nov.[Dec.

Core ERP process Development

ERP Requirements Design

Core system requirement design integration
ERP cross dep't requirements collection
ERP requirements analysis

Core system requirements cross reference
Enterprise Architecture - core system decisions
ERP RFP design and development

ERP RFP release and process

ERP RFP vendor selection

ERP SOW/Contract design

ERP Scope lock down (phase 1)

ERP resource allocation

ERP design

ERP Development

ERP system Integrations

ERP testing

ERP Release

ERP Implementation

ERP bake in period

ERP phase 2 planning

ERP Phase 2 build and Test

ERP phase 2 release and implementation

RPA Project Phases 2022 2023
Jan. [Feb. ‘Mar. Apr. |May |lune |July [Aug. |Sept. |Oct. |Nov. |Dec. [Jan. [Feb. |Mar. |Apr. |May |June |July |Aug. [Sept. |Oct. |Nov. |Dec.

RPA Plan
RPA Process improvement development

RPA Requirements deep dive

RPA design (use cases and prototyping)

RPA Development
RPA testing
RPA Implementation (phase 1)

RPA Process development

System implementation Considerations
RPA Phase 2 (bots) build & Test

RPA phase 2 release and implementation|
RPA future planning

2-VECC-14

Reference: Exhibit 2, /EB-2015-0089, page 53

The following table was provided in the last cost of service application (EB-2015-0089):
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Material Capital Expenditures (2016 — 2020)
Category 2016 2017 2018 2019 2020
Category Total P $000 $000 $000 $000 $000
Expenditure roject Name
| Steeles Ave — $284
Britannia Rd— $1.005
ACCSeySsStem $30.0M Garden Lane $133
5N ) ine1Q1 40 $415
5 ) ine- 191 40 $397
Britiannia Rd — $403
Bronte Street — $390
Britannia Rd — $1.016
Britannia Rd — $366
18 e $732
| Thompson Rd $400
LSL—JSPto $191
| Main St— JSP $475
|_Campbellville $239
a1 ine 401 $463
Rth Line _ Dorry $_695
Provision for $1.500 $2.000
Subdivision $3.780 $3.780 $3.780 $3.780 $3.780
| Pole $500 $375 $500 $500 $625 |
Porcelain to $150
R etam SO e R $155
Rth line — Nagg $322
Rth lLine — Nasg $321
UG Scott $250
i $65
Sixth Line — $321
25 SR — east of $325
UG Macarthur $350
20 SR — east of $215
| 20.SR — west $210
15 SR — east of $365
Misc svstem $350 $450 $500 $1.300 $1.100
WiIMAX — $120
WiMAX — 100 $650
A $6.6M I Utomated $175 $175
| New $194 $250 $250 $250 $250
New TS $450 $500 $500 $1.000
Derrv Rd — JSP $175
Provision for $350 $425 $600 $250
new projects/
Pl G?neral $2.5M Rolling Stock $510 $490 $500 $465 $485
an
Total $48.1M

a. Please provide a variance analysis showing which projects forecast in the last DSP were

completed and at what variance to the cost estimated in that proceeding.
Response:

The DSP project forecast for 2016 contained in the table provided in the question above was
based on Milton Hydro’s original 2016 DSP, it was subsequently updated as part of the final
OEB decision. A revised project table was filed in August 2016 as part of the Draft Rate
Order and subsequently approved. Milton Hydro has updated the table in the question to
provide both the original and final 2016 DSP amounts from the Draft Rate Order. Milton
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Hydro notes that in 2016 at the draft rate order stage of the proceeding, the table provided in
the question above was not updated for years from 2017 to 2020, so this analysis is not
completely reliable. The variance analysis provided in Table 2-23 Material Capital
Expenditures 2016-2020 Variance Analysis, below, in response to this interrogatory is
completed and included based upon the revised/approved project list. Further information on

the analysis provided in this response is as follows:

* An additional column is inserted to help align project nomenclature as identified in the

revised project list and the project list identified in 2-AA.

» Some original projects were broken out into different phases, while some final delivered
projects were the culmination of more than one original project. "&" signs are used to

help identify these culminations.

»  WIMAX projects were not segregated as per the plan, and are grouped into Automation/

Scada/OMS/Communication Infrastructure.

* One project was moved from System Renewal to System Service, as once it came to

fruition, it was recognized as a system expansion related project.

» Some projects did not go forward as a result of change of plans by the Halton Region,

Town of Milton, or developers.

* Some projects did not proceed as originally planned based on re-prioritization of other

projects, Covid-19 and supply chain issues.

» Both the original and the revised project list contained only projects that met the
materiality threshold and thus were not complete budget plans that would correlate to the

total expenditure identified in 2-AA.

e The aggregate DSP Period Total Planned, for all project costs totaled $54,895K vs. the
aggregate DSP Period Total Actual, for all projects, totaled $55,418K.

* Reviewing only planned vs actual costs on a project by project basis by year does not
reflect changes/delays in timing of projects so Milton Hydro has provided 5 year totals by
project. Note that there were also project costs that carried over into 2021 that are not

reflected in the analysis. As seen in 2-AA 2021, the delivery of planned projects
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continues, such as Britannia Rd— RR25 to JSP (now Region Halton Britannia, RR25 to
JSP Relocation Ph1).

The DSP period Total Planned for projects exceeding materiality was $49,991K vs the
DSP Period Total Actual for projects exceeding materiality of $35,686. This shows that
71.4% of the planned project exceeding materiality were delivered. Milton Hydro notes,
that although 71.4% of projects are quantified, there are other new material projects that
replaced projects that were originally planned, but cancelled; however, such projects are
not reflected in the table below, as they were not a component of the Material Capital
Expenditures (2016 — 2020) table provided in the question. Milton Hydro cautions that
the information in the table is an incomplete representation of Milton Hydro’s capital
spending from 2016 to 2020. Appendix 2-AB provides total Capital Expenditures by
Capital Category.



Table 2-23 Material Capital Expenditures 2016-2020 Variance Analysis

Planned Project

Original
Filing

Updated
August
2016

Variance
$

Variance
%

2016

Planned

Actual

Variance
$

Variance
%

2017

Planned

Actual

Variance
$

Variance
%

2018

Planned
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Actual

Variance
$

Variance
%

2019

Planned

Actual

Variance
$

Variance
%

2020

DSP
Period
Total
Planned

DSP
Period
Total
Actual

Variance  Variance
$ %

Total

2AA Project Name $000 % 1000 % 1000 % 000 % $000 % 000 %
ROH: Guelph Line
Reconstruction (1
hof Derry | Miscellaneous
to Conservation) | Roads — 198 — 198 100 %) — 50 (50)|  (100)%) — — — — %) — 63 ©3)]  (100)%| — 56 (56)]  (100)%| 198 169 29 15 %)
Steeles Ave — Steeles Ave Widen
industrial to Martin | Martin to Industrial 284 285 862 (578)  (203)%) — — — — 9 — — — — 9% — — — — %) — — — — %) 285 862 (578)]  (203)%
Region Halton
Britannia, RR25 to
Britannia Rd— JSP Relocation
RR25 to JSP Ph1 & Ph2 1,005 1,005 — 1,005 100 % — — — — %) — — — — %) — — — — %) — — — —%| 1,005 — 1,005 100 %)
Garden Lane
-400m 133 133 — 133 100 % — — — — %) — — — — %) — — — — %) — — — — %) 133 — 133 100 %)
5th Line; LSL to
Derry Road 415 — — — — %) — — — — %) — — — — %) — — — — %) — — — — %) — — — — %)
5th Line; LSL to
Britannia Road 397 — — — — %) — — — — %) — — — — %) — — — — %) — — — — %) — — — — %)
Britannia Rd
Widening
Britiannia Rd - Tremaine to
RR25 to Tremaine | Bronte 403 179 — 179 100 % — — — — %) — — — — %) — 526 (526)]  (100)% — — — — %) 179 526 @an|  (194)%
Bronte St
Bronte Street — Widening from
LSL to Britannia | LSL to Britannia 390 390 271 119 31 %) — — — — %) — — — — %) — — — — %) — — — — %) 390 271 119 31 %)
Britannia Rd - Britannia Rd
Trafalgar to 407 & | Reconstruction
JSP to Trafalgar | JSP to 407 — — — — —%| 1,379 — 1,379 100 % — — — — %) — — — — %) —| 2174 @ara)| oo 1379|2174 (795) (58)%
1st Lin
Nassagaweya — — — — — %) 732 — 732 100 % — — — — %) — — — — %) — — — — %) 732 — 732 100 %)
Thompson Rd —
Britannia to LSL -
see comment cell
W17 Subdivisions — — — — — %) 400 — 400 100 % — — — — %) — — — — %) — 415 15| (100)% 400 415 (15) (4)%)
LSL - JSP to 5th
Line — — — — — %) 191 — 191 100 % — — — — %) — — — — %) — — — — %) 191 — 191 100 %)
Town of Milton -
Main St-JSPto | Main St., JSP to
5th Line Fifth Line — — — — — %) 475 — 475 100 % — — — — %) — — — — %) — — — — %) 475 — 475 100 %)
Campbelville Rd —
Milborough to
Guelph — — — — — %) — — — — %) 239 — 239 100 %) — — — — %) — — — — %) 239 — 239 100 %)
6th Line - 401 to
Derry — — — — — %) — — — — %) 463 — 463 100 %) — — — — %) — — — — %) 463 — 463 100 %)
6th Line - Derry to
Britannia — — — — — %) — — — — %) 695 — 695 100 %) — — — — %) — — — — %) 695 — 695 100 %)
Tremaine Rd
Provision for new | Steeles Ave to 3
projects Sideroad — — — — — %) — — — — %) — — — — %) 1,500 — 1,500 100 % 2,000 573 1,427 71%| 3500 573 2927 (100)%)
Subdivision
development 3,780 3,780 3,738 42 1% 3780 3078 702 19 %) 3780| 3833 (53) (1)%) 3780| 3264 516 14 %) 3780| 2,201 1,579 42%| 18900| 16,114 2,786 15 %)
Sub-total 6,807 5970 | 4871 1,008 18% 6957| 3128 3,829 56 %) 5177| 3833 1,344 26 %) 5280 | 3853 1,427 27 % 5780 | 5419 361 6%| 29164| 21,104 8,059 18 %)
Wood Pole
Pole Replacement | Replacement
ogram Program 500 500 288 212 42 9% 375 212 163 43 % 500 397 103 21 %) 500 438 62 12 %) 625 304 321 s19%| 2500|1639 861 34 %)
Highside Dr and
Highside Drive & | Ridge Dr Primary
Ridge Drive UG Rebuild — 240 152 88 37 %) — — — — %) — — — — %) — — — — %) — — — — %) 240 152 88 37 %)
Porcelain to
Polymer Insulator
Porcelain to Poly | Replacement
program Program 150 150 105 45 30 %) — 14 14 (100)%) — 200 (200 (100)%) — 175 75)|  (100)%| — 161 (6] (100)%) 150 755 (605)|  (403)%)
Derry Rd Pole Line
Extention Trafalgar
to 8th Line -
shifted to System
Derry Rd Service as project
Trafalgar to 8th materialized 155 155 112 43 28 %) — — — — %) — — — — %) — — — — %) — — — — %) 155 112 43 28 %)
6th Line — Nass
north of 20 SR &
Nass South of 25 | Sixth Line Nass. N
SR of 20 Sdrd Rebuild 643 643 534 109 17 %) — — — — %) — — — — %) — — — — %) — — — — %) 643 534 109 17 %)
Bronte Meadows
Conversion to
UG Scott Rebuild | 27.6kV 250 — 112 (12|  (100)% — — 86 — %) — — — — %) — — — — %) — — — — %) — 112 26)]  (100)%)
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DSP DSP
Updated Period  Period
Original  August Variance  Variance Variance  Variance Variance  Variance Variance  Variance Variance  Variance _ Total Total Variance Variance
Filing 2016 $ % Planned  Actual $ % Planned  Actual $ %  Planned $ % Planned  Actual $ % Planned  Actual $ %
2016 2017 2018 2019 2020 Total
Derry Rd -
Tremaine to
Derry Road: Guelph Line Pre
Appieby Line to conversion
Guelph Line (13.8KV t0 27.6kV) — 280 272 8 3 % — — 59 — % — — — — % — — — — % — — — — % 280 272 67 3%
U/G Main and
Commercial UG
ebuild 65 65 65 100 %) — — — — % — — — — % — — — — % — — — — % 65 — 65 100 %)
Sixth Line -~ Nass | Sixth Line Nass. N
north of 20 SR of 20 Sdrd Rebuild — — — — — % 321 — 321 100 %) — — — — % — — — — % — — — — % 321 — 321 100 %)
25 Sideroad, East
25SR-eastof | of Fifth Line
5th Rebuild — — — — — % 325 288 37 11 % — — — — % — — — — % — — — — % 325 288 37 11 %
UG Macarthur Dr | Macarthur Dr UG
rebuild Rebuild — — — — — % 350 261 89 25 %) — — — — % — — — — % — — — — % 350 261 89 25 %)
20 SR - east of
5th — — — — — % — — — — % 215 — 215 100 %) — — — — % — — — — % 215 — 215 100 %)
20 SR - west of
6th — — — — — % — — — — % 210 — 210 100 %) — — — — % — — — — % 210 — 210 100 %)
15 SR - east of
Guelph line — — — — — % — — — — % 365 — 365 100 %) — — — — % — — — — % 365 — 365 100 %)
Misc system
renewal 350 350 107 243 69 %) 450 264 186 41 %) 500 532 (32) (6)%) 1,300 410 890 68 %) 1,100 384 716 65%| 3,700 1,697 2,003 54 %)
Sub-total 2,113 2,383 1,682 701 29 %) 1,821 1,139 827 45 %) 1,790 1,129 661 37 %) 1,800| 1,023 777 43 %) 1,725 849 876 s51% 9519 5822 3,842 39 %)
Automation/Scada/
IMAX — OoMS/
automate existing | Communication
switches Infrastructure 120 120 — 120 100 %) — — — — %) 756 — 756 100 %) 677 — 677 100 %| — — — —%| 1,553 — 1,553 100 %)
Automation/Scada/
WiMAX — oMms/
automate existing | Communication
switches Infrastructure — — — — — % — — — — % 230 — 230 100 %) 115 — 115 100 %) — — — — % 345 — 345 — %
Automation/Scada/
oMs/
WiMAX — 100 Communication
Meter points Infrastructure 650 425 — 425 100 %) — — — — % — — — — % — — — — % — — — — % 425 — 425 100 %)
Automation/Scada/
Automated Fault | OMS/
Indicators — Communication
WiMAX Infrastructure 175 175 — 175 100 %) 175 — 175 100 %) — — — — % — — — — % — — — — % 350 — 350 100 %)
Automation/Scada/
oMms/
New Automated | Communication
switches - WiMAX | Infrastructure 194 194 — 194 100 %) 250 — 250 100 %) 250 — 250 100 %) 250 — 250 100 %) 250 — 250 100 %| 1,194 — 1,194 100 %)
Communication
Infrastructure — — 136 (136)]  (100)%) — — — — % — — — — % — — — — % — — — — % — 136 (136)]  (100)%)
Automation — — 102 (102)]  (100)% — 779 779)|  (100)% — 756 756)|  (100)% — 677 677 (100)% — 9% ©95)]  (100)%| —| 2400 (2409 (100)%
Scada/OMS — — 52 (52 (100)%) — 308 (308)  (100)%) — 230 (230)|  (100)%) — 115 (115)]  (100)%) — 184 (184)]  (100)%) — 889 (889)]  (100)%)
Fibre Connection
to New Building — 200 — 200 100 %) — — — — % — — — — % — — — — % — — — — % 200 — 200 100 %)
JSP, extend to
Campbelleville JSP Pole Line
(new Tremaine Extention to
Campbellville Rd — 206 — 206 100 %) — — — — % — 169 (169)|  (100)%) — — — — % — — — — % 206 169 37 18 %
13.8KV to 27.6kV
MS4-F2 Feeder
Conversion &
MS#4 Conversion- | Regulator
rabbit Installation — 200 — 200 100 %) — — — — % — — — — % — — — — % — 153 (153)]  (100)%) 200 153 47 24 %)
MS#4 Conversion- | Tremaine M2
rabbit Voltage Regulator — — — — — % — — — — %) — — — — %) — — — — %) — — — — % — — — — %
Tremaine TS, UG
Egress for 2
feeders and
contribution for 2
New TS feeders | breakers — — — — — % 450 450 100 %) 500 — 500 100 %) 500 1,639 (1.139))  (228)% 1,000 215 785 79%| 2450 1,854 596 24 %)
Derry Rd - JSP to
5th — — — — — % — — — — % 175 — 175 100 %) — — — — % — — — — % 175 — 175 100 %)
Provision for new
projects/non-
Distribution
ystem
alternatives Miscellaneous — — — — — % 350 133 217 62 %) 425 — 425 100 %) 600 — 600 100 %) 250 — 250 100 %| 1625 133 1,492 92 %)
Sub-total 1,139 1,520 290 1,230 81 %) 1,225 1,220 5 — % 2336 1,155 1,181 51 %) 2142|2431 (289), (13)%) 1,500 647 853 s7%| 8723 5743 2,980 30 %)
Rolling Stock 510 645 481 164 25 %) 490 118 372 76 %) 500 459 41 8 % 465 134 331 71 %) 485 — 485 100 %| 2585 1,192 1,393 54 %)
Building
Maintenance/
Renovations — — 1,300 (1.300)]  (100)% — 75 75| (100)%) — 56 (56)]  (100)%) — 364 (364)]  (100)%) — 30 @) (100)% —| 1825 (1.825)|  (100)%
Sub-total 510 645 1,781 (1,136)|  (176)% 490 193 297 61 %) 500 515 (15) (3)%) 465 498 (33) (7)%) 485 30 455 9a%| 2585 3017 (432) (17)%)
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DSP DSP

Updated Period Period
Original August Variance  Varianc Variance  Varianc Variance  Variance Variance  Variance Variance  Variance Total Total Variance Variance
$ $ $ $ %

e e
Filing 2016 Actual $ %  Planned Actual $ % Planned Actual % Planned Actual % Planned Actual %  Planned Actual
2016 2017 2018 2019 2020 Total

Grand Total 10,569 10,518 8,624 1,893 18 %) 10,493 5,680 4,958 48 %] 9,803 6,632 3,171 32 %) 9,687 7,805 1,882 19 %) 9,490 6,945 2,545 27 %| 49,991 35,686 14,449 22 %)
| | | | | | | | | | | | | | | | | | | | | | | | | |

2AB totals | | | 1957|1183 | | t1839] e2m | | 10063] 12380 | | | 0237|1183 | | 10799 | 10,358 | | sazes| ssats| |
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2-VECC-15

Reference: Exhibit 2, page 67

a. Please provide the project description and projected in-service date of the project
associated with the $333,000 refund from Hydro One.

Response:

a. Milton Hydro assumes that this question is referring to page 67 of 86 in Exhibit 2 and
also that the refund being referred to is in the amount of $360,000 rather than $333,000

as stated in the question.

Hydro One was engaged by Milton Hydro in 2018 to install two (2) new 27.6 kV feeder
breaker positions at Hydro One owned Tremaine TS to supply Milton Hydro’s local load.
The CCRA was based on an estimated cost of $2,000,000 which was paid to Hydro One
in 2019. The project was completed in 2019. The Actual Cost Reconciliation showed that
the previous payment made by Milton Hydro exceeded the actual project cost.
Consequently, a portion of previous payment made by Milton Hydro was refunded by
Hydro One to Milton Hydro.

2-VECC-16

Reference: Exhibit 2,

a. Please provide the agenda for each Board of Director’'s meeting between 2016 and now.

Response:

Milton Hydro’s Board of Directors meeting agendas are not relevant to the issues that the
OEB has to decide in this proceeding, in addition the OEB does not regulate the governance

of electricity distributor Board of Directors and how they conduct their meetings.

2-VECC-17

Reference: Exhibit 2, DSP Appendix 2, PDF 308,
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This investment primarily covers the cost of building renovations within MHDI's Head office
in accordance with a Strategic Facility Plan developed by Cresa. Key renovations include
construction of a new Control Room (2022 investment), second floor workstations and
offices to accommodate employee growth, relocation of the customer service desk and
new windows.

Project Description

2023 2024 2025 2026 2027
Building Renovations $400,00 | $400,00 | $400,00 | $400,00 | $400,00
Miscellaneous Building $119,00 | $60,000 | $ 60,000 | $60,000 | $60,000
Total | $519,00 | $460,00 | $460,00 | $460,00 | $460,00

a. Are both the $400k and 119k required for the new SCADA centre renovations?

Response:

a. No, the control room renovations were budgeted as part of the 2022 Building Capital
Expenditures/In-Service Capital. Milton Hydro budgeted $500,000 for Control Room
Renovations in 2022 as shown in Exhibit 2, Table 2-37 Appendix 2-AA (Summary of
Capital Projects) on page 74 of 86. The amounts budgeted in 2023 relate to other

building related capital expenditures.
2-VECC-18

Reference: Exhibit 2, Attachment 2-1

a. Is the new proposed SCADA operation centre being housed in any of the disallowed

space at 200 Chisholm Drive?
b. What is the total square space required for the SCADA operations?
c. What is the total square space of the disallowed office space at 200 Chisholm Drive?

d. Please provide the incremental number of FTEs (actual and proposed) since 2016 that

required office space and the average square footage Milton Hydro proposes to use for

those FTEs.
Response:
a. Yes.

b. The Control Room (SCADA operations) requires 1,400 sq. ft.



Milton Hydro Distribution Inc.
EB-2022-0049

Interrogatory Responses
Page 171 of 301

Filed: July 25, 2022

c. Inthe 2016 Decision (EB-2015-0089) 6,800 sq. ft. of office space was disallowed.

d. In 2023 there will be 16.2 incremental FTE’s (as noted in Exhibit 4, Table 4-48, page
109) requiring office space as compared to 2016. The average square footage for the
incremental FTE’s will be approximately 420 sq. ft./FTE. This amount was derived by
assuming the incremental FTE’'s would be accommodated in the space that was
previously disallowed (1,640 + 5,160 = 6,800 sq. ft.)

2-VECC-19

Reference: Exhibit 2,

a. What investments in its DSP and Operating Programs are specifically aimed at reducing

duration of outages?
Response:

While all System Renewal investments in the DSP lead to at least maintaining reliability if not
improving it, they do not impact outage duration. Investments in automation (SCADA, OMS,
remote controlled Overhead and Pad Mounted Switches as well as Smart Fault Indicator
projects) would lead to reduced outage duration. A 24/7 Control Room with active system
monitoring and outage management will also lead to improved outage response and hence
reduced duration of outages. Note that the investments are not necessarily aimed at reducing
outage duration but it is one of the key drivers for the investment, along with improving day to

day operating activities (switching, etc.)
INDEPENDENT PARTICIPANT

2-JOL Shewchun-5

Control Room

Reference: Exhibit 2 Business Case For Control Room

One of the supports for an in-house Control Room is a comparison to other LDCs-see pp4-5
Exhibit 2 Business Case 24/7 System Control Room and Operations. Most of the comparisons

are with much larger LDCs with a population base of over 50 000, except for Newmarket Tay
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Distribution which services Newmarket, Midland and Tay Township, a much larger area than
Milton, Sault Ste Marie PUC distribution and Bluewater Power Distribution Corp. are more

remote than Milton and do not have access to a nearby utility that can provide support.

a. Please provide more information about the control rooms for Newmarket Tay, Sault Ste

Marie and Bluewater Power.

By the year 2027, Milton Hydro's customer base will be approximately 47 000(based on Milton
Hydro's forecasted growth of 1 000 customers per year), still below the 50 000 customer base
for most LDC's who have an in-house control room. In 2027, the cost of having an in-house
control room would be absorbed by a larger customer base. The current arrangement, is and

has been working for many years.
b. If the Control Room were postponed until 2027, what would be the cost savings?

The construction of the control room in the business case is $352 000. Cresa's construction cost
is listed as $738 950 + $57 564(consultant) = $798 514

c. Please explain this differential.
AESI's Potential Annual Average Savings is stated as $1 239 064 for an in-house control room.

d. Is this a hypothetical savings based on outage time and for a typical residential

customer, with no business dealings at home, there would be no savings on their bill?

Response:

a. Table 2-24 below shows more information about the control rooms for Newmarket Tay,

Sault Ste Marie and Bluewater Power:

Table 2-24 Other Distributor Control Room Information

Distributor 2020 In-house Control room staff Year Control # of customers
Customer Control room was when control

Count Room Y/N brought in- room brought
house in-house

Sault Ste. Marie 33,751 Yes | 1 Operator weekday business hours 2009 32,825
PUC Distribution and one supervisor who can fill in
Inc.
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Bluewater Power 36,916 Yes | 2 full time Operators with an on-call prior to 2000 35,208 (2005 —
Distribution Operator plus supervisor earliest yearbook
Corporation on OEB website)
Newmarket-Tay 44187 Yes | 2 trained operators & 1 apprentice 1999 26,176 (2005 —
Power Distribution with another staff who is a trained earliest yearbook
Ltd. operator and can fill in on OEB website)

b. The current control room arrangement has not been working to the satisfaction of Milton

Hydro or customers ‘for many years’. For example, Milton Hydro was not able to depend
on control room support during large outage events such as the Derecho wind storm of
May 21, 2022. Having an ad hoc off hour service means, some times PLT’s have little or
delayed support adding to delayed outage restorations. Also during off hours, Milton
Hydro has not been able to provide consistent outage communications in the form of
twitter or outage map to customers. Timely communications about critical information
such as outages is extremely valued by customers. There have also been challenges
when multiple communities were experiencing high numbers of incidents due to extreme

weather.

Table 5: Comparison of Cumulative Costs* over 5 years from Exhibit 2, Attachment 2.2,
DSP, Appendix A, 364 of the PDF or page 16 of 18 in the business case, demonstrates
that by year 2027 (year 5), the costs of 24/7 in house operations ($8,176,875) is less
than Outsourced 24-7 coverage ($8,283,000) — a cost differential of more than $100,000.
Beyond the staffing cost savings of 2023 implementation, the construction cost

implications are significant when factoring in inflation and material costs in 2027.

It is Milton Hydro’s determination that there are no cost savings to be achieved by

delaying the implementation of a control room till 2027.

Cresa’s construction cost estimate is not limited to the control room. It also includes
renovations adding new workstations and offices, meeting rooms, hoteling workstations
for other functional departments, and more collaboration spaces. Cresa’s construction
cost estimate includes costs for additional renovations supporting FTE growth, which is

independent of the control room.

The Interruption Cost Estimate (ICE) calculation tool provides an estimate of outage
costs for the total customer collection based on identifying the following classes of

customers:

. Residential
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Small Commercial & Industrial (C&l)
. Medium and Large Commercial & Industrial (C&l)

The calculation of savings in ICE is based on several decades of analysis of surveys of
customers providing information on how much an outage cost them in lost revenue and

repair costs.

For the residential class, the cost is based on how much they would be willing to pay to
avoid outages rather than a residential customer actually experiencing an outage. ICE
does not provide information detailed to individual impacts on a homeowner’s monthly

electricity bill based on their individual consumption patterns.

A typical distribution of the savings of an improvement in CAIDI/SAIFI is 2% residential,
54% small C&l and 44% Medium and Large C&l.

Also, it should be noted that the improvements are based on what Milton Hydro has
control over. Outages that were due to loss of supply from Hydro One were not included

for consideration in the analysis.

2-JOL Shewchun-7

Office and Administration Space References: Exhibit 2, Attachment 2-1

The space requirement is based on the 2016 ratio of 619 sq.ft. per employee...

a. Please provide more information for the approved ratio.

b. With advances in accommodating employees, would this ratio still be applicable?
Response:

a. The 2016 ratio 619 sq. ft./employee was derived by dividing the EB-2015-0089 approved
office and administration square footage of the building by the number of employees

occupying that space (26,000 sq. ft./42 employees = 619 sq. ft./employee)

b. Based on 2023 staffing levels and space utilization this ratio is no longer applicable and

will be reduced.
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EXHIBIT 3 - OPERATING REVENUE INTERROGATORIES

OEB STAFF INTERROGATORIES

3-Staff-50

Load forecast

Ref: Load forecast excel file

Preambile:

Milton Hydro has supplied an excel model in which all entries and cell selection has been

locked. This makes it difficult to validate model function and formulas used.
Question(s):

a. Please supply an unlocked model.
Response:

a. An unlocked load forecast excel spreadsheet model is provided as “3-Staff-50 Load

Forecast Model”.
3-Staff-51

Residential Load forecast

Ref: Exhibit 3.3.3, page 11 of 46, Load forecast excel file, sheet Residential

Preambile:

A set of COVID/weather interaction variables were considered to capture the incremental
consumption caused by people working from home and generally staying at home due to
lockdowns. These variables, “HDD COVID” and “CDD COVID” are equal to the relevant HDD
and CDD variables since March 2020. The coefficients reflect incremental heating and cooling
load consumed in 2020 and 2021. These variables continue to December 2022 but are reduced
to 75% of HDD and CDD in all months in 2023.
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Question(s):

a. How is the issue of multicollinearity between HDD, CDD and the COVID/HDD/CDD

interaction variables being dealt with in the Residential class load forecast?

b. Please provide a scenario without the interaction terms, using all other variables in the

original model filed.

c. The COVID flag variable is reduced to 50% instead of 75% of the HDD and CDD in 2023

as per the load forecast excel file. Please confirm this.
d. Please include a scenario where the COVID flag variable is 0 for 2022 and 2023.
Response:

a. Multicollinearity between HDD/CDD and the COVID interaction HDD/CDD is not an issue

because the variables have zero correlation in 110 out of 132 observations.

b. The scenario is provided in excel spreadsheet model “3-Staff-51 Load Forecast Scenario
17

c. Confirmed.

d. The scenario is provided in excel spreadsheet model “3-Staff-51 Load Forecast Scenario
2"

3-Staff-52

Load Forecast

Ref: Exhibit 3.7.2, 3.7.3, Load forecast excel file: sheet GS< 50 kW and GS>50 kW

Preambile:

A COVID flag variable equal to 1 from March 2020 to December 2021 was tested found to be

statistically significant for the General Service < 50 kW and General Service > 50 kW classes.
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Question(s):

a. Please explain why the COVID flag variable takes a value of 0.38 in 2022 and 0.25 in
20237

b. Please provide a scenario in which the COVID flag is 0 for 2022 and 2023.

Response:

a. The COVID variable used for the GS<50 kW and GS>50 kW classes are discounted by
the same factor as the COVID variable used in the Residential class. The 0.38 figure

(0.375) is calculated as 75% of 0.5 and the 0.25 figure is 50% of 0.5.
b. The scenario is provided in excel spreadsheet model as “3-Staff-52 Scenario Flag ‘0.
3-Staff-53

Residential Customer forecast

Ref: Exhibit 3.4. Customer/Connection Forecast, page 12 of 46

Preambile:

Based on its analysis, GSAI forecasts 750 new housing units in 2022 and 950 new housing
units in 2023 within the Town of Milton.

Question(s):

a. Please provide a scenario using 2012-2020 geomean and 2011-2019 for the customer

forecast.

b. Please also provide historical change in housing units (2012-2021). Is the historical

change in housing units consistent with year over year customer growth?

Response:

a. The scenarios are provided in excel spreadsheet model “3-Staff-53 Scenario 2012-20

Geomean 2011-19 Cust Forecast”.
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b. Historical changes in Residential customer growth is generally consistent with housing
growth in Milton. Table 3-1 below provides growth in Sub-Division Housing since 2012.
Though generally consistent overall customer growth has been lower than sub-division

housing growth as there is little to no growth among non-sub division units.

Table 3-1 Sub-Division Housing Growth

Sub-Division Housing Non Sub-division Units Total Residential Customers

Change Change Change| Change Change

Year Units Units Customers | Change (+/-)
(+1-) (%) (+1-) (%) (%)

2012 20,145 8,693 28,838
2013 21,728 1,583 7.9% 9,003 310 3.6% 30,731 1,893 6.6%
2014 22,696 968 4.5% 9,011 8 0.1% 31,707 976 3.2%
2015 23,358 662 2.9% 9,360 349 3.9% 32,718 1,011 3.2%
2016 24,457 1,099 4.7% 9,076 (284) -3.0% 33,533 815 2.5%
2017 25,462 1,005 4.1% 8,881 (195) -2.1% 34,343 810 2.4%
2018 27,178 1,716 6.7% 8,618 (263) -3.0% 35,796 1,453 4.2%
2019 27,994 816 3.0% 9,007 389 4.5% 37,001 1,205 3.4%
2020 28,755 761 2.7% 8,951 (56) -0.6% 37,706 705 1.9%
2021 29,513 758 2.6% 8,978 27 0.3% 38,491 785 2.1%
Average Growth 4.3% 0.4% 3.3%
3-Staff-54

Customer Forecast

Ref: Exhibit 3.4. Customer/Connection Forecast, page 13 of 46

Preambile:

Due to the COVID-19 pandemic, many General Service customers reduced demands resulting
in reclassifications in August and September 2021. Since growth rates in 2021 reflect these
reclassifications rather than ongoing trends, a 2012-2020 geometric mean growth rate is applied
to December 2021 customer counts (rather than 2021 monthly average counts) for the GS<50
kW and GS 50 to 999 kW rate classes.

Question(s):

a. Please include a scenario based on 2011-2019 geometric mean growth rate applied to

the December 2021 customer counts.
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b. Please include a scenario where the 2011-2020 geometric mean is applied to the
December 2021 customer counts.

Response:

a. The scenario is provided in excel spreadsheet model as “3-Staff-54 Scenario 2011-2019
Geomean 2021 Cust Count”.

b. The scenario is provided in excel spreadsheet model as “3-Staff-54 Scenario 2011-2020
Geomean 2021 Cust Count”.

3-Staff-55

Approach to Kilowatt Demand Forecast

Ref: Exhibit 3.3.4, page 11 of 46

Preambile:

The ratios applicable by class have changed materially over time so averages of different time
frames were used for different classes. The General Service 50 to 999 kW forecast, Streetlight
forecast, and Sentinel forecast are based on the 10-year average ratio from 2012 to 2021. The
ratios applied for General Service 1,000 to 4,999 kW and Large User classes is a 5-year

average.
Question(s):

a. Is Milton Hydro aware of the reasons for material changes in the ratios which warranted

the class specific time frames (5 or 10-year) to be used?

b. Please comment on the suitability of a 5-year average for the GS 50-999 kW rate class.

From 2017 till 2021 (except 2019), the ratio is above the 10-year average that is used.

c. As a scenario, please provide the forecasted kW that would result from using a five-year
average kW to kWh ratio for the GS 50-999 rate class.
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Response:

a.

The changes to kW/kWh ratios may be the result of CDM and other efforts to reduce
peak demand such as the Industrial Conservation Initiative. Milton Hydro notes the GS
1,000 to 4,999 kW and Large User classes include only 15-17 customers, combined, so
changes to consumption and demand patterns of one or two customers in each class

could cause material changes to each class.

Milton Hydro notes that the 5-year average is higher than the ratio in two years in the
2017-2021 period and the 10-year average is higher than 3 years. The 5-year average is
appropriate given the trend in the kW/kWh ratio over time, which has declined in each
year from 2017 to 2021. Additionally, the ratios in 2020 and 2021 are lower than any ratio

from 2012 to 2019 so a selection of more recent years is appropriate.

The scenario is provided in excel spreadsheet model as “3-Staff-55 Scenario 5yr Avg kw
for GS”.

3-Staff-56

Load Growth

Ref: Load Forecast

Question(s):
a. Has EV penetration been factored into load growth expectation over the forecast period?
b. Has Milton Hydro developed a load forecast specifically for EV growth?
Response:
a. No.
b. No.
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3-Staff-57

Load Forecast Model

Ref: Exhibit 3, pages 9 and 14-17

Load Forecast Model, Historic CDM Tab

Load Forecast Model, CDM Forecast Tab

IESO 2021-2024 CDM Framework Program Plan

IESO 2021 Annual Planning Outlook Demand Forecast Module Data

IESO 2019-2020 Interim Framework Results (appendix)

Preamble:

Milton Hydro describes how it has accounted for CDM in its load forecast, by accounting for the
impacts of historic CDM in its regression forecast (section 3.3.1), and by proposing a CDM
adjustment based on the forecast impact of CDM activities between 2023 and 2027 in its service
territory (section 3.5). Milton Hydro’s CDM adjustment estimates CDM savings based on the
IESO’s 2021-2024 CDM Framework Program Plan and a growth rate in CDM activity for the
2025-2027 period taken from the Achievable Potential Study.

Question(s):

a. Do the CDM savings shown in the “Historic CDM” tab include CDM savings for programs
completed by the IESO under the Interim CDM Framework between March 31, 2019 and
December 31, 2020 (the savings shown in the appendix to the IESO’s 2019-2020 Interim

Framework results) in its “Historic CDM” variable?

b. If not, please clarify Milton Hydro’s rationale for excluding these savings from the
“Historic CDM” variable, but including savings from IESO programs in the proposed
CDM adjustment for the 2023-2027 period.

c. Please provide Milton Hydro’s rationale for accounting for the persisting impact of

historic CDM in the 2023 test year using the persistence of historic CDM savings in the
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2023 year alone (as shown in the “Historic CDM” tab), i.e., not accounting for
persistence impacts from 2023 to 2027 of historic programs, yet using the average
annual impact between 2023-2027 (as shown in the “CDM Forecast” tab) to calculate the

proposed manual CDM adjustment for new CDM activity.

The IESO’s 2021 Annual Planning Outlook Demand Forecast Module Data (released
January 2022) provides updated estimates of the expected persisting CDM savings in
each of 2023 to 2027 from the 2021-2024 CDM Framework (Figure 17) and a potential
future longer-term CDM Framework (Figure 18). Has Milton Hydro considered using
these values to calculate its proposed CDM adjustment? If Milton Hydro has considered
and rejected using these values, please indicate why Milton Hydro’s proposed sources

for CDM savings estimates are preferred.

Response:
a. Yes.
b. N/A.
c. Historic CDM impacts are typically considered “built-in” to test year load forecasts. The

intent of the adjustment methodology is to mitigate the discontinuance of the LRAMVA
workform for general CDM activity savings. Neither that LRAMVA model nor the
derivation methodology of LRAVMA thresholds accounted for the loss of persistence of
programs that are built-in to the test year forecast so loss of persistence was not

accounted for in the CDM adjustment included in Milton Hydro’s load forecast.

Milton Hydro did not consider the values from the referenced tables. The tables do not
include 2021 or 2022 data and do not provide details by 2021-2024 CDM Framework
program. Milton Hydro notes it did not include the Climate Action Incentive Fund, Green

Municipal Fund, or Greener Homes Grant in its CDM derivation.
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CONSUMERS COUNCIL OF CANADA
3-CCC-13
Ex. 3

Please indicate the extent to which Milton Hydro has changed its revenue and load forecasting

methodologies since its last rebasing.
Response:

Milton Hydro’s load forecast continues to be based on class-specific multivariate regressions for
weather-sensitive classes and average use per customer figures for non-weather-sensitive
classes. As per updated filing requirements, the regressions have been updated to account for
historic CDM and to consider a wider range of heating and cooling degree variables (e.g. at

base temperatures other than 18°C).

COVID has been accounted for with weather/COVID interaction and binary COVID variables for
weather sensitive classes. Following cancellation of the Conservation First Framework and
discontinuance of the LRAMVA for general CDM savings, the CDM adjustment methodology has

also been revised.
VULNERABLE ENERGY CONSUMERS COALITION

3-VECC-20

Reference: Exhibit 3, page 12

Load Forecast Model, Rate Class Customer Model Tab
Exhibit 2, Attachment 2-2, Appendix G, page 12

a. According to Exhibit 3 (page 12) the Residential customer count forecast is based on
GSAlI's forecast of 750 new housing units in 2022 and 950 new housing units in 2023
within the Town of Milton. However, in the GSAI Report (Appendix G, page 12) the 750
and 950 new housing units are “ground level” housing units and do not include

apartment units which are forecast to increase by 200 units per year in 2022 and 2023.
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Please explain why the increase in apartment units was not factored into the Residential

customer count forecast.
Response:

a. The apartment units referred to in the GSAI report will not be individually metered, and
will not be treated as residential class customers. The apartment units will be contained
in apartment buildings that will be connected as bulk metered commercial/industrial

accounts.
3-VECC-21

Reference: Exhibit 3, pages 12-13

Load Forecast Model, Rate Class Customer Model Tab

Preamble:  The. Application states:

“Due to the COVID-19 pandemic, many General Service customers reduced demands resulting
in reclassifications in August and September 2021. Since growth rates in 2021 reflect these
reclassifications rather than ongoing trends, a 2012-2020 geometric mean growth rate is applied
to December 2021 customer counts (rather than 2021 monthly average counts) for the GS<50
kW and GS 50 to 999 kW rate classes”.

a. Please provide a schedule that sets out the impact of the August/September 2021
reclassification on the customer counts for the various GS classes (i.e., number of

customers transferred into and out of each class).

b. Was the decline in the GS 999-4,999 class in 2021 (from 15 in January to 12 in

December) all due to the August/September reclassification?

c. Itis noted that for the GS<50 class the customer count for 2022 is derived by applying
the forecast growth rates to the January 2022 count. Is the January 2022 value used an

actual value?

i. If not, what is the January 2022 value based on and why is it used as the starting

point as opposed to December 20217
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Response:

a. See Table 3-2 below.

Table 3-2 August/September Reclassification

GS 50-999 kW to GS<50 GS 1,000-4,999 kW to
Total Change

kW GS 50-999 kW
GS< 50| GS 50-999 GS 1,000 - GS 50-999| GS 1,000 -
GS<50 kW | GS 50-999 kW
kw kW 4,999 kW kW| 4,999 kW
Jul to Aug 30 -29 -1 30 -30 1 -1
Aug to Sept 13 -11 -2 13 -13 2 -2
b. Yes.
c. No.

i. The January 2022 value is the December 2021 count with the 0.27% growth rate

applied. This value was inadvertently hardcoded.
3-VECC-22

Reference: Exhibit 3, page 13

Load Forecast Model, Data and Rate Class Customer Model Tabs

Exhibit 7, Cost Allocation Model, Tab 16.2-Customer Data

Preamble:  The Application states:

‘In 2021 many streetlighting fixtures were moved behind-the-meter. This caused a 10.1%
reduction in Streetlight connection counts. This shift to behind-the-meter is not forecast to
continue in 2023 and beyond so 2021 is excluded from the geometric mean growth rate applied

to the Streetlight class”.

a. It is noted that the connection count for Streetlighting steadily declined over the period
from May 2020 to May 2021 (see Data Tab). Is the decline all due to the change

described in the Preamble?

i If not, what else accounted for the reduction?
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b. It is noted that for the Streetlight, Sentinel and Unmetered Load classes the customer/
connection counts for 2022 are derived by applying the forecast growth rates to the

January 2022 count for each class. Are the January 2022 values used actual values?

i. If not, what are they based on and why were these January values used as the

starting point as opposed to December 20217

c. Please explain what is meant by “streetlighting fixtures were move behind-the-meter”
and why this resulted in a 10.1% reduction in Streetlight connection counts. As part the

response, please clarify whether Streetlight load is actually “metered”.

d. Please explain why this change did not impact the device:connection ratio for the
Streetlight class (per CA Model, Tab 16.2), which is still 1:1 as it was in MHDI’'s 2016
COS Application.

Response:
a. Yes.
b. January 2022 values are not actuals.

i. The January 2022 values are derived with the “GoalSeek” function to maintain the
average annual growth rate. If monthly growth rates are applied to December 2021
values it is unlikely that the average monthly connection count in 2022 will be equal
to the value derived by applying the 10-year average growth rate to the 2021
average monthly connection count. The January 2022 values with the model are
adjusted such that the average customer count derived in rows 60-71 of the ‘Rate
Class Customer Model is equal to the value derived in row 26 based on annual

growth rates.

c. Approximately 10% of streetlight connections that were unmetered and have been
historically billed as part of the Streetlighting class are no longer connected directly to
the distribution system. These connections are now metered within General Service
customer loads. Loads of the remaining Streetlighting connections continue to be

unmetered.



Milton Hydro Distribution Inc.
EB-2022-0049

Interrogatory Responses
Page 187 of 301

Filed: July 25, 2022

d. The composition of the Streetlights that moved behind the meter were not materially

different than the Streetlights that remain in the Streetlighting class.
3.0-VECC-23

Reference: Exhibit 3, page 13

a. Please provide a schedule that sets out the 2022 monthly customer/connection count by

customer class for all months where actual values are available.
Response:

Table 3-3 2022 Customer Counts

Summary Jan-22 Feb-22 Mar-22 Apr-22 May-22
Residential 38,844| 38,892 38,957 39,008| 39,059
GS<50 KW 2,919 2,933 2,934 2,936 2,931
GS 50-999 kW 331 331 336 336 336
GS 1,000-4,999 kW 12 12 12 12 12
Large User 3 3 3 3 3
Streetlight 2,807 2,893 2,893 2,894 2,894
Sentinel 227 230 232 233 231
Unmetered 221 222 222 222 222
Total 45,364 45,516 45,589| 45,644 45,688
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3-VECC-24

Reference: Exhibit 3, pages 11 and 17-18

Load Forecast Model, Residential Tab

Preamble:  The Application states (page 11):

‘A set of COVID/weather interaction variables were considered to capture the incremental
consumption caused by people working from home and generally staying at home due to
lockdowns. These variables, “HDD COVID” and “CDD COVID” are equal to the relevant HDD
and CDD variables since March 2020. The coefficients reflect incremental heating and cooling
load consumed in 2020 and 2021. These variables continue to December 2022 but are reduced
to 75% of HDD and CDD in all months in 2023.”

a. The Application states that the impact of the HDDCOVID and CDDCOVID variables was
reduced to 75% in 2023. However, in the Residential Tab of the Load Forecast model
the reduction used is 50%. Please clarify what the proposed reduction for 2023 is and

update the Load Forecast as necessary.

b. Please explain the basis for the continued inclusion of the COVID/weather interaction

variable in 2023 and the rationale for the “reduction” level used.

c. Did MHDI test other approaches to reflecting the impact of COVID on Residential energy

use?
i. Ifyes, what were the results and why were these approaches rejected?

ii. If not, please provide a Residential regression model using an approach similar

to that employed for the GS<50 class and the resulting forecast for 2023.
Response:

a. The preamble should state that the proposed reduction is 50% in 2023, as per the load

forecast model.

b. The reductions reflect an estimate of the extent to which COVID impacts on class

consumption will continue in 2022 and 2023. Given the ongoing public health mandates
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and advisories at the time the application was prepared, and expectation that many will
continue to work from home permanently, Milton Hydro estimated that the impacts of

COVID on electricity demand will continue into 2023.
c. Yes.

i. The simple binary “COVID” variable and “COVID_AM” variable, which can be
considered a binary variable with a double impact in April and May 2020, were
considered but found to be inferior. Incremental Residential consumption following
the start of the COVID-19 pandemic was found to be correlated with weather
variables and the interaction variables accounted for this factor.

i. N/A

3-VECC-25

Reference: Exhibit 3, pages 10-11 and 17-18

Load Forecast Model, Residential Tab

a. With respect to the Residential model, were any other explanatory variables tested?
i. Ifyes, what were they and why were they rejected for inclusion in the model?
Response:
a. Yes.

i. Separate Spring and Fall variables were considered but found to be similar to the
impact of the joint “Shoulder” variable that was used in Milton Hydro’s 2016 COS.
Other variables with upward trends were considered, such as economic variables
and simple time trends, but number of customers was found to have the strongest
statistical results. In general customer counts, economic variables, and time trends
are correlated and only one variable should be selected to avoid multicollinearity

issues.
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3-VECC-26

Reference: Exhibit 3, pages 11 and 18-20

Load Forecast Model, GS<50 and GS>50 Tabs

Preamble:  The Application states (page 11):

“A COVID flag variable equal, to 1 from March 2020 to December 2021, was tested found to be

statistically significant for the General Service < 50 kW and General Service > 50 kW classes.”

a. Contrary to the statement in the Application the COVID flag actually used in the GS<50
and GS>50 models is only set at 1.0 for the months of April and May 2020. For the
month of March 2020, the balance of 2020 and all of 2021 the flag is set at 0.5. Please
clarify what the proposed values of the flag for the period of March 2020 to December

2021 were intended to be and update the Load Forecast model as required.

b. Itis noted that, in the Load Forecast Model, for 2022 the flag value is set at 0.38 and for
2023 the flag value is set at 0.25 for the GS<50 and GS>50 classes. Please explain the

basis for using these values in the Bridge and Test years.
Response:

a. The regressions for the GS<50 kW and GS 50-999 kW classes use a “COVID_AM’
variable. As noted in the question, the value is 1 in April 2020 and May 2020 and 0.5 in
all following months. This is an additional COVID variable to consider, which acts
similarly to a binary variable but attributes additional weighting to April 2020 and May
2020 to account for the larger impact of the COVID-19 pandemic in those months.
Functionally, this is equivalent to using 1 in all months except April and May 2020 which
is assigned a value of 2. Milton Hydro found this variable to better account for the
impacts of COVID than the simple “COVID” binary variable.

For clarity, the reference noted in the preamble should include this description of the

“COVID_AM” variable and no changes to the load forecast are required.

b. The values 0.38 and 0.25 reflect the same 75% adjustment to 2022 COVID values and
50% adjustment to 2023 COVID variables as described in 3-VECC-24 part b, applied to
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0.5. Please note the 2022 value is 0.375, though it appears as rounded to 0.38 within the

model.
3-VECC-27

Reference: Exhibit 3, pages 10-11 and 18-20

Load Forecast Model, GS<50 and GS>50 Tabs

Load Forecast Model, Economic Tab

a. At page 11 the Application indicates that a range of economic variables were considered.
However, there are no economic variables included in the GS<50 model. Please explain
why none of the economic variables referenced on page 11 were included in the GS<50

model.

b. The GS>50 model includes Toronto FTEs (seasonally adjusted) as an explanatory
variable. Please confirm that, out of the economic variables listed on page 11, this was

the one that improved the model the most.

c. It is noted that the Toronto FTEs (seasonally adjusted) forecast for 2022 and 2023 is
based on economic forecasts made by the major banks in the later months of 2021. Are
there more recent forecasts for 2022 and 2023 available from the same sources and, if

so, please provide the most recent forecasts from each.
Response:

a. Each of the economic variables were tested but none were found to be statistically
significant at the 10% level, except Ontario GDP which had a counterintuitive negative

coefficient.
b. Confirmed.

c. Yes. See Table 3-4 below.
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Table 3-4 Economic Forecasts

TD BMO Scotia RBC Average
22-Jun-22 8-Jul-22 9-Jun-22 7-Jun-22
2020 -5.10% -5.10% -5.10%| -5.10%
GDP 2021 4.30% 4.60% 4.60% 4.60% 4.53%
2022 3.60% 3.30% 3.70% 4.10% 3.68%
2023 1.60% 1.20% 2.70% 1.90% 1.85%
2020 -4.70% -4.80% -4.80%| -4.77%
FTE 2021 4.90% 4.90% 4.90% 4.90% 4.90%
2022 4.90% 5.00% 4.70% 4.70% 4.83%
2023 0.60% 1.70% 1.40% 1.20% 1.23%
3.0-VECC -28
Reference: Exhibit 3, pages 13 and 20-21

Load Forecast Model, Economic and Rate Class Energy Model Tabs

Preamble: At page 13 the Application states:

‘In 2021 many streetlighting fixtures were moved behind-the-meter. This caused a 10.1%
reduction in Streetlight connection counts. This shift to behind-the-meter is not forecast to

continue in 2023 and beyond.”

a. ltis noted that for the GS 1,000-4,999 class the average use per customer forecast for
2022 and 2023 (9,056,779 kWh) — before any reduction for CDM — is less than the
usage in all of the years 2018-2021 except for 2020 which was the first year of COVID.
Why is it reasonable that the average use in 2023 will less than that in both 2019 and
2021 when: i) according the economic forecast used by MHDI in 2023 the economy has
recovered to levels above those in 2019 and ii) according to the economic forecast used

by MDHI economic activity in 2023 will be higher than in 2021 levels.

b. It is noted that for the Large Use class the average use per customer forecast for 2022
and 2023 (45,827,503kWh) — before any reduction for CDM — is less than the usage in
all of the years 2018-2021 except for 2020 which was the first year of COVID. Why is it
reasonable that the average use in 2023 will less than that in both 2019 and 2021 when:

i) according the economic forecast used by MHDI in 2023 the economy has recovered to
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levels above those in 2019 and ii) according to the economic forecast used by MDHI

economic activity in 2023 will be higher than in 2021 levels.

c. With respect to the Streetlighting class, it is noted that the 2021 connection count used in
the calculation of the average consumption per connection for 2021 and hence the
forecast volume for 2023 includes months where the change described in the Preamble
was occurring. Does inclusion of these months result in an understatement of the

average use per connection for purposes of forecasting 2023 volumes? If not, why not?

Response:

a. The average use per GS 1,000-4,999 kW customer is based on the class’s 5-year
average from 2017 to 2021. Though the 2023 forecast is lower than actual consumption
per customer in three of those five years, it is higher in the other two. Additionally,
forecast 2023 consumption is greater than average consumption per customer in each of
the two years (2015-2016) before the 5-year period used and in five of the last 10 years.
GS 1,000-4,999 kW class consumption depends on the consumption of the 12-15
customers in the class over the past ten years, which has not increased with economic
variables over this time. This is demonstrated in the chart below (please note the right

vertical axis (GDP) does not begin at zero).
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Figure 1 - GS 1,000-4,999 kW vs GDP

GS 1,000-4,999 kW Consumption per Customer vs. Ontario GDP
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b. The average use per Large User customer is based on the class’s 5-year average from
2017 to 2021. Though it is true that forecast consumption per customer is lower than
actual 2021 consumption per customer, the variance is only 0.18%. There are only 3
customers in the class so year-to-year variances are dependent on the circumstances of
each customer, which have historically correlated with economic growth. Average

consumption per Large User customer compared to Ontario GDP is provided below.
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Figure 2 - Large User vs GDP

Large User Consumption per Customer vs. Ontario GDP
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c. The preamble should state the movement occurred in 2020 and 2021, specifically, from
October 2020 to March 2021. Approximately 90% of the movement occurred in 2020 and
10% in 2021 so the impact in 2021 is minimal. Additionally, Streetlighting consumption

and demand decreased with the declining customer counts.

Table 3-5 below provides these figures for the October 2020 to March 2021 period and
the year prior. The changes from the 2019-2020 period to the 2020-2021 period
demonstrate that the consumption and demand figures that underpin the numerator of
the consumption per customer calculation declined as customer counts decline. Please
note declining consumption at the end of 2020 also reflects Milton Hydro’s LED

conversion program.
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Table 3-5 Streetlight Movement

Date kWh kW Count Date kWh kW Count

Oct-19 593,988 1,474 3,282 Oct-20 496,461 1,232 3,271
Nov-19 604,343 1,405 3,282 Nov-20 523,936 1,218 2,953
Dec-19 637,704 1,364| 3,282 Dec-20 561,065 1,200 2,936
Jan-20 611,574 1,345| 3,282 Jan-21 541,086 1,190 2,933
Feb-20 498,777 1,266| 3,282 Feb-21 442 485 1,163 2,921
Mar-20 477,725 1,275 3,282 Mar-21 435,336 1,162 2,895
Oct-19 — Oct-20 -16.4%| -16.4% -0.3%

[Nov-19 — Nov-20 -13.3%| -13.3% -10.0%

Dec-19 — Dec-20 -12.0%| -12.0% -10.5%

[ Jan-20 — Jan-21 -11.5%| -11.5% -10.6%

Feb-20 — Feb-21 -11.3% -8.1% -11.0%

Mar-20 — Mar-21 -8.9% -8.9% -11.8%

3-VECC -29

Reference: Exhibit 3, page 9 / Load Forecast Model, Historic CDM Tab

Preamble: At page 9 the Application states:

“The weather normalized load forecast regressions use actual customer class kWh billed by
month, plus persisting CDM, as the dependent variable in the regression models. Persisting
CDM as measured by the IESO is added back to rate class consumption to simulate class
consumption had there been no CDM program delivery. This is labeled as “No CDM” throughout
the Load Forecast model. The effect is to remove the impact of CDM from any explanatory

variables, which may capture a trend, and focus on the external factors.”

a. Please provide the IESO Reports that document/support the CDM savings from 2011 to
2020 programs as used in the Load Forecast Model for the Residential, GS<50 and
GS>50 classes (i.e. the savings from 2011 to 2020 programs for the period 2011 to
2023) per the Historic CDM Tab.

b. Please indicate precisely where in these IESO Reports the annual CDM values set out in

the Historic CDM Tab were taken and/or how they were derived.

c. Please explain why, in the Load Forecast Model, the annual savings were divided evenly
across the 12 months as opposed to increasing on a monthly basis so as to equal the

overall savings for the year.
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d. Please explain why, in developing the load forecast models for Residential, GS<50 and
GS>50 the savings from 2021 programs (per the CDM Forecast Tab) were not added
back to the actual sales values for 2021.

e. Using the same methodology as in the CDM Forecast Tab, please undertake the
following: i) calculate MHDI’s contribution to the provincial 2021 CDM savings as set out
in the 2021-2024 Framework for the Residential, GS<50 and GS>50 classes, ii) add
these CDM savings to the 2021 CDM adjusted actuals already calculated for each class,
iii) re-estimate the models for the Residential, GS<50 and GS>50 classes and iv) provide

revised load forecasts for 2023 for each of the classes.
Response:

a. Historic CDM values used in the load forecast were obtained from MH’s LRAMVA
workforms, with savings persisting to 2023 added where necessary. The values are
based on annual net incremental savings and persistence from IESO reports, plus post-
CFF savings as calculated by IndEco in the LRAMVA workform. Please see the “CDM
Summary” filed as 3-VECC-29 CDM Summary.

b. See part a). 3-VECC-29 CDM Summary includes excerpts from the IESO Reports.

c. Annual savings are divided evenly across the 12 months rather than escalate each
month because escalation would introduce a steady monthly trend to the dependent
variable. This may artificially cause the appearance of a correlation between
consumption (with CDM added) and escalating independent variables, particularly the

time trend variable.

d. Milton Hydro agrees savings from 2021 programs should be added back to actual 2021
sales for consistency. The load forecast filed with interrogatories includes this

adjustment, consistent with 3-VECC-29 CDM Summary - Scenario in part e).

e. This scenario is attached as 3-VECC-29 CDM Summary - Scenario.
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3-VECC-30

Reference: Exhibit 3, pages 13-14

Load Forecast Model, CDM Forecast Tab

Preamble: At page 13 the Application states:

“On December 20, 2021, the OEB issued a report Conservation and Demand Management
Guidelines for Electricity Distributors which provided updated guidance on the role of CDM for
rate-requlated LDCs. Milton Hydro has reviewed these guidelines as it derived a manual
adjustment to the load forecast. This CDM adjustment has been made to reflect the impact of

CDM activities that are expected to be implemented through the 2023-2027 rate period”.
At page 14 the Application states:

“Average cumulative CDM savings from programs implemented in 2021 to 2024 persisting to

each year from 2023 to 2027 are calculated for each 2021-2024 CDM Framework program.”
At page 14 the Application also states:

“Average provincial cumulative CDM savings in 2023 to 2027 is then attributed to rate classes
based on Milton Hydro's historic allocation of the 2021-2024 CDM Framework programs and

similar programs, and the judgement of Milton Hydro's consultants IndEco and Elenchus”.

a. Please provide a copy of the IESO’s 2021-2024 Conservation and Demand
Management Framework Plan used to derived MMHDI’'s CDM savings from 2021-2024

Programs.

b. Please provide reference as to where, in the Plan, it states that the savings will persist
until 2026 (per the CDM Forecast Tab).

c. Please provide the data regarding MDHI’s “historic allocation of 2021-2024 CDM

Framework programs” referenced in the Preamble and provide the source of the data.

d. Please provide the analysis/calculations supporting the percentages used for MHDI’s

share of the provincial savings for each customer class (e.g., 0.5% for Residential).
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e. Please provide the calculation of the growth rates used to determine the “in year energy
savings” for 2025-2027 per the CDM Forecast Tab (Row 21). As part of the response,

please copies of any references/sources for the data used.

f. Please explain more fully why is it is appropriate to include in the calculation of the CDM
adjustment for 2023 savings from CDM Programs which are to be implemented in
2024-2027.

g. If savings from CDM programs implemented after 2023 are to be incorporated in the load
forecast please explain why the impact of future growth in customer/connection counts

and volumes after 2023 should not also be reflected in the load forecast for 2023.

h. Please recalculate the 2023 CDM adjustment for each class only using the savings from

programs implemented in 2021-2023.

i. At page 14, reference is made to using the 2019 Conservation Achievable Potential
Study as a source for future CDM savings. Has the IESO formally included the savings

estimates from this Study in its most recent load forecast as set out in its 2021 APO?
i. Ifyes, please provide the appropriate references.
Response:
a. See Attachment 3-1 2021-2024 CDM Framework Program Plan.

b. On page 5, the first bullet states “Peak demand savings and energy savings are

persisting savings in 2026.”

c. These estimates took into account historic data, but weren’t based exclusively on historic
data. The actual historic data is attached as 3-VECC-30 Retrofit Historic Allocations.
Although Large User allocation was more significant than assumed for the forecast, it
was all in 2015, so it was reallocated to the other rate classes as reflective of more
recent practice, while not eliminating Large User savings. GS<50 is the same, GS>50 is
larger than Intermediate in both history and forecast, and both are larger than Large

User.
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MHDI’'s shares of provincial savings for each program except the Energy Affordability
Program are based on MHDI’s share of provincial customers, by class, from the 2020
OEB Yearbook for Electricity Distributors. The share of General Service >= 50 kW is
used for both of the GS 50-999 kW and GS 1,000-4,999 kW classes. The relevant

figures are provided in Table 3-6 below.

Table 3-6 Milton Hydro’s Share of Provincial Savings

Customers Province  Milton Hydro

Residential 4,801,697 38,063 0.79%
General Service<50 kW 446,066 2,781 0.62%
General Service >=50 kW 54,040 374 0.69%
Large Users 123 3 2.44%

e.

MHDI’'s share of the Energy Affordability Program is based on Milton’s share of low
income households based on the after tax Low-income measure (LIM-AT). As per the
2016 Census, 9,435 (0.50%) of Ontario’s 1,898,975 low-income households are in
Milton. Note that Statistics Canada 2021 Census data does not yet include this measure,
and Milton-specific data is not provided in Statistics Canada’s annual LIM-AT data
(Statistics Canada Table: 11-10-0020-01).

Growth rates were calculated based on 2024-2027 savings within the Southwest region
in the Achievable Potential Study Appendices. The figures and growth rates are provided
in Table 3-7 below, which was calculated in tab ‘O6aElec Potential by TX Zone' in the

Appendices, with is attached as 3-VECC-30 Growth Rate Calculation Source File.

Table 3-7 Achievable Potential Southwest TX Region Savings Growth

Southwest TX Region

GWh Savings % Growth
2024 15,106
2025 16,352 8.2%
2026 17,448 6.7%
2027 18,514 6.1%

f. Aforecast based on only 2023 CDM would significantly underestimate the impact of CDM

over the period until the next COS, and given there is not an LRAMVA or other

adjustment mechanism, that would be an unreasonable burden on Milton Hydro.
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g. Growth in customer counts and consumption/demand volumes cause incremental costs
in addition to incremental revenues. The costs to serve incremental customers are not
included in the test year revenue requirement. Reductions in variable revenue from CDM

activities do not correspond with declining costs.
h. A 2023 CDM adjustment using only 2021-2023 programs is derived below.

Table 3-8 Adjusted 2021-2024 Framework (GWh)

2021-2024 Framework 2021 2022 2023 Total

A B=A/ Cc D E=D/ F=B+C+
Retrofit 354.| 177.2| 337.| 217.| 108.6 623.6
Small Business 40.2 20.1| 28.5| 14.3 7.2 55.8
Energy Performance 21.8 10.9| 17.3| 341 171 45.3
Energy Management 16.4 8.2| 47.3| 115. 57.6 113.1
Customer Solutions 0.0 0.0 0.0] 325.| 162.9 162.9
Local Initiatives 52.4 26.2| 52.4| 62.9 31.5 110.1
Energy Affordability Program | 47.6 23.8| 50.3| 52.3 26.2 100.3
First Nations Program 10.3 52| 73| 7.3 3.7 16.1

Table 3-9 Allocation to Milton Hydro Rate Classes

Residential GS<50 GS50-999 GS>=1000 Large
Retrofit 20 % 40 % 30 % 10 %
Small Business 100 %
Energy Performance Program 70 % 20 % 10 %
Energy Management 70 % 20 % 10 %
Customer Solutions 20 % 40 % 30 % 10 %
Local Initiatives
Energy Affordability Program 100 %
First Nations Program
Milton Hydro Share 0.50% 0.62% 0.69% 0.69% 244 %

Table 3-10 CDM Adjustment by Rate Class (kWh)
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Residential GS<50 GS50-999 GS>=1000 Large Total
Retrofit -| 777,505| 1,726,186| 1,294,639| 1,520,854 | 5,319,184
Small Business -| 347,574 - - -| 347,574
Energy Performance
- -l 219,216 62,633 110,366 392,215
Program
Energy Management - -| 547,920 156,548 | 275,854| 980,322

Customer Solutions 203,058| 450,821 338,116 397,195( 1,389,189

Local Initiatives - = = - - -

Energy Affordability

501,250 - - - -1 501,250
Program
First Nations Program - - - > - -
Total 501,250 1,328,136 | 2,944,143| 1,851,937 2,304,268 | 8,929,734

The achievable potential study is mentioned as a source for potential savings on pages
12-13 of its Annual Planning Outlook, which is attached as Attachment 3-2 Annual

Planning Outlook.

3-VECC-31

Reference: Exhibit 3, pages 37-39

a.

b.

With respect to USOA#4210 (Rent from Electric Property) it is noted that the percentage
increases in revenues for 2023 over 2022 varies widely as between Cogeco, Rogers and
Bell. Please explain why this is the case and how the 2023 revenues from each

company were determined.

What is the basis for the increase in USOA#4390-Miscellaneous Revenues to $126,000

in 2022 and why is it just for the one year?

Response:

a.

The increases in revenue in USOA# 4219 (Rent from Electric Property) corresponds to
the pole attachment rates approved in the 2016 Board approved application. The joint
use rate dropped from $44.50 to $33.76 between 2022 and 2023. The deficiency in
revenue is captured in a regulatory deferral account. In the 2023 Test Year, the revenue
offsets in Mllton Hydro’s revenue requirement are updated to the new rate resulting in a

reduction to 2023 revenues.

The increase in USOA# 4390 Miscellaneous Revenues of $126,000 corresponds to the

revenues related to anticipated third party recoverable work.
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EXHIBIT 4 - OPERATING EXPENSES INTERROGATORIES

OEB STAFF INTERROGATORIES

4-Staff-58

2022 Bridge Year Actual

Ref: Appendix 2-JC

Question(s):

a. Please update actual OM&A costs for 2022 bridge year in Appendix 2-JC format. Please

specify how many months are actual vs. forecast.
Response:

Milton Hydro is anticipating achieving its 2022 OM&A Budget as planned in Appendix 2-JC, 5

months of actual months are included in the forecast. Please see 4-CCC-15 for details.

4-Staff-59
Inflation

Ref: Exhibit 4, page 9 of 166

Question(s):

a. Please explain Milton Hydro's current assessment of inflation and clarify if the recent
volatility in inflation has any impact on Milton Hydro's proposed capital expenditures and
OM&A for the 2023 test year.

Response:

a. Milton Hydro continues to experience increasing pressure on managing its capital and
operating expenditures in a volatile inflationary environment. Milton Hydro is insulated
from inflation on a number of operating expenditures such as wages and salaries

(collective agreement negotiated until end of 2023), property taxes, prepaid contracted
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services (i.e. software license agreements, audit fees) that are multi-year agreements,

membership and subscriptions (i.e. industry, accreditations), and other employer

controlled programs (i.e. training).

A material risk to Milton Hydro relates to delivering its operating and capital programs

with respect to direct materials used in capital and operating programs, costs to manage

and utilize its fleet, and third party service providers.

Milton Hydro used an inflation rate of 1.5% on these budgeted line items to form the

2023 Test Year operating expenditures. At June 2022, Milton Hydro has noted an

inflation rate of 7.7%. Based on these assumptions, the implied risk ceiling for third party

service providers would amount to $0.14MM based on total 2023 Test Year expenditures

of $2.27MM. For Fleet expenditures, Milton Hydro used the assumption that the price of

fuel per litre was 25% lower than anticipated resulting in an increase of $37,000. Direct

material expenditures have increased significantly price increases ranging from 5.4% for
meters to 39.5% for 1500 KVA Meters (see Table 3-11). Table 4-1 demonstrates the
current 2022 price per part relative to 2021 prices.

Table 4-1 Price Per Part Comparisons

Estimated

Expected Change in impact on

Quantity Price per unit Price per unit Price per unit Price (2022 Materials

(2022) * (2020) (2021) (2022) vs. 2021) ($)*

Poles 40 foot 33 $409.63 $417.82 $489.99 17.3% $2,382
Poles 60 foot 4 $2,309.25 $2,355.44 $2,866.29 21.7% $2,043
25 KVA Transformer 19 $1,833.63 $1,999.00 $2,199.00 10.0% $3,800
1500 KVA Transformer 3 $40,800.00 $42,244 13 $58,950.00 39.5% $50,118
2000 KVA Transformer 1 $50,750.00 $69,950.00 $91,145.00 30.3% $21,195
3 Phase Aerial Meter 39 $785.90 $865.66 $950.54 9.8% $3,310
3 Phase Wireless Meter 189 $239.00 $239.00 $252.00 5.4% $2,457
Switchgear 4 $4.54 $5.90 $8.41 42.5% $10
O/H Wire 23441 $4.54 $5.90 $8.41 42.5% $58,837
U/G Wire 8153 $11.02 $11.80 $19.50 65.3% $62,778
Total $206,930

*Quantities expected in 2022 assumes volumes consistent to 2021

**Estimated impact on materials measures the the expected increase in materials costs for 2022 relative to 2021

Milton Hydro is requesting approval of the rates and charges set forth in the Application

and does not intend to include any impact of inflation on its application.
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4-Staff-60

Wages, Salaries, Progressions and Benefits

Ref: Exhibit 4, page 16 of 166

Preambile:

Wages, salaries, progressions and benefit is the largest contributor of the cost drivers in OM&A
increase from 2016 OEB-approved level to the 2023 proposed budget ($3,447,418).

Question(s):

a. Please explain whether the proposed budget for the six system operators and one
supervisor for the new control room was included in the wages, salaries, progressions

and benefits increase.

b. Please provide a breakdown to show how much of the increase is driven by increase in

FTEs and how much is driven by increase in compensation.
Response:
a. No. These costs are included in the 'Control Room Services' line of Table 4-5 on pg. 16.

b. The increase driven by increases in FTEs is $1,664,521 which includes 19 new positions
and three positions eliminated as outlined in Exhibit 4, Section 4.4.3.3. The increase in

compensation is $1,782,897.

4-Staff-61

Regulatory Cost

Ref: Exhibit 4, page 78 of 166

Preambile:

Milton Hydro budgeted an on-time cost of $766,415 for the preparation of the 2023 cost of

service application, and $158,000 for the OEB annual assessment.
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Question(s):

a. Please explain the assumptions used for the $766,416 one-time regulatory cost for the

2023 cost of service proceeding (e.g., how many intervenors, written or oral hearing).

b. Please explain the basis for the OEB annual assessment proposed for the 2023 test

year.
Response:

a. Within the one-time regulatory cost of $766,415 to prepare its 2023 cost of service rate
application Milton Hydro assumed $180,000 for cost awards for 5 intervenors including
$15,000 in OEB fees. Since there are only three intervenors who requested cost awards,
Milton Hydro reduces its one-time regulatory cost by $66,000 and reduces the 2023 Test
Year OM&A costs by $13,200, and updates RRWF and other models as per 1-Staff-001.

b. Milton Hydro based its 2023 Test Year OEB annual assessment on the 2021 OEB annual
assessment plus an inflation adjustment for a total of $158,000. Given that the OEB
subsequently changed the methodology it uses to allocate costs to regulated entities,
Milton Hydro now expects the 2023 Test Year OEB annual assessment to be $198,000
based on the 2022 OEB annual assessment plus an inflation adjustment. Milton Hydro
increases the 2023 Test Year OM&A costs by $40,000, and updates the RRWF and
other models as per 1-Staff-001.

4-Staff-62

Summary of FTE Changes

Ref: Exhibit 4, page 109 of 166
Question(s):

a. Please provide a breakdown of FTEs from 2016 approved to 2023 test year by

department (e.g., Engineering, Billing, Customer Service, Finance, IT, etc.) and job title.
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a. Table 4-2 provides the breakdown from 2016 Board approved to 2023 Test Year:

Table 4-2 2016 Board Approved to 2023 Test Year

2016
Board 2023 Test

FTE's by Department Department Approved Year Change
Executive Assistant CEO Office 1.00 1.00 —
President and Chief Executive Officer CEO Office 1.00 1.00 —
Communications Coordinator CEO Office 1.00 1.00 —
Process Improvement Officer CEO Office — 1.00 1.00
Vice President, Customer Experience CEO Office — 1.00 1.00
Vice President, Corporate Services CEO Office — 1.00 1.00
Vice President and Chief Financial Officer CFO Office 1.00 1.00 —
Control Room Operator Control Room Operations — 1.00 1.00
Control Room Operator Control Room Operations — 1.00 1.00
Control Room Operator Control Room Operations — 1.00 1.00
Control Room Operator Control Room Operations — 1.00 1.00
Control Room Operator Control Room Operations — 1.00 1.00
Control Room Operator Control Room Operations — 1.00 1.00
Payrolll Specialist Corporate Finance — 1.00 1.00
Financial Analyst Corporate Finance 1.00 1.00 —
Controller Corporate Finance 1.00 1.00 —
Senior Clerk Corporate Finance 1.00 1.00 —
Senior Clerk Corporate Finance 1.00 1.00 —
Senior Clerk Corporate Finance 1.00 1.00 —
Student - Corporate Finance Corporate Finance 0.51 0.34 (0.17)
Student - Corporate Finance Corporate Finance 0.51 0.34 (0.17)
Client Support Analyst Corporate Finance — 1.00 1.00
Finance CDM Specialist Corporate Finance 1.00 — (1.00)
Billing Supervisor Customer Service - Billing 1.00 1.00 —
Senior Clerk Customer Service - Billing 1.00 1.00 —
Senior Clerk Customer Service - Billing 1.00 1.00 —
Senior Clerk Customer Service - Billing 1.00 1.00 —
Student - Customer Service - Billing Customer Service - Billing 0.51 0.34 (0.17)
Customer Service - Call Centre
Customer Service Supervisor Operations 1.00 1.00 —
Customer Service - Call Centre
Senior Clerk Operations 1.00 1.00 —
Customer Service - Call Centre
Senior Clerk Operations 1.00 1.00 —
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2016
Board 2023 Test

FTE's by Department Department Approved Year Change
Customer Service - Call Centre
Senior Clerk Operations 1.00 1.00 —
Customer Service - Call Centre
Senior Clerk Operations 1.00 1.00 —
Customer Service - Call Centre
Senior Clerk Operations 1.00 1.00 —
Customer Service - Call Centre
Senior Clerk Operations 1.00 1.00 —
Student - Customer Service - Call Centre Customer Service - Call Centre
Operations Operations 0.51 0.34 (0.17)
Customer Service - Call Centre
Senior Clerk Operations 1.00 — (1.00)
IT Settlement Specialist Customer Service - Settlements 1.00 1.00 —
AMI Operator Customer Service - Settlements 1.00 1.00 —
Manager, People & Culture Human Resources — 1.00 1.00
Manager, Health and Safety Human Resources — 1.00 1.00
IT System Analyst Information Technology 1.00 1.00 —
IT Network Administrator Information Technology 1.00 1.00 —
IT Supervisor Information Technology 1.00 1.00 —
IT Infrastructure & Security Specialist Information Technology — 1.00 1.00
Director, Information Technology & Client Services | Information Technology — 1.00 1.00
VP, Distribution Services Network Operations - Executive — 1.00 1.00
Director, Operations Network Operations - Executive 1.00 — (1.00)
Manager, Operations Network Operations - Lines 1.00 1.00 —
Lead Hand Network Operations - Lines 1.00 1.00 —
Linesperson Network Operations - Lines 1.00 1.00 —
Linesperson Network Operations - Lines 1.00 1.00 —
Linesperson Network Operations - Lines 1.00 1.00 —
Linesperson Network Operations - Lines 1.00 1.00 —
Lead Hand Network Operations - Lines 1.00 1.00 —
Lead Hand Network Operations - Lines 1.00 1.00 —
Linesperson Network Operations - Lines 1.00 1.00 —
Operations Supervisor Network Operations - Lines 1.00 1.00 —
Student - Network Operations - Lines Network Operations - Lines 0.51 0.34 (0.17)
Student - Network Operations - Lines Network Operations - Lines 0.51 0.34 (0.17)
Linesperson Network Operations - Lines 1.00 1.00 —
Linesperson Network Operations - Lines 1.00 1.00 —
Linesperson - Apprentice Network Operations - Lines 1.00 1.00 —
Metering and Protection & Control Supervisor Network Operations - Metering 1.00 1.00 —
Senior Meter Tech Network Operations - Metering 1.00 1.00 —
Meter Technician Network Operations - Metering 1.00 1.00 —
Meter Technician Network Operations - Metering 1.00 1.00 —
Capital Projects Manager Network Services - Engineering 1.00 1.00 —
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Boarg 2023 Test
FTE's by Department Department Approved Year Change
Distribution Engineer Network Services - Engineering 1.00 1.00 —
Senior Clerk Network Services - Engineering 1.00 1.00 —
Senior Engineer Tech Network Services - Engineering 1.00 1.00 —
Engineering Technologist Network Services - Engineering 1.00 1.00 —
Engineering Tech Network Services - Engineering 1.00 1.00 —
Engineering Tech Network Services - Engineering 1.00 1.00 —
Student - Network Services - Engineering Network Services - Engineering 0.51 0.34 (0.17)
Engineering Tech Network Services - Engineering — 1.00 1.00
Director, Engineering Network Services - Engineering 1.00 — (1.00)
Network Services - System Planning,
Manager, System Planning, Reliability and FIT Reliability and FIT 1.00 1.00 —
Network Services - System Planning,
SCADA/OMS Technician Reliability and FIT 0.40 1.00 0.60
Director, Regulatory Affairs Regulatory Affairs 1.00 1.00 —
Regulatory Analyst Regulatory Affairs — 1.00 1.00
Procurement Specialist Supply Chain Services — 1.00 1.00
Storeskeeper Supply Chain Services 1.00 1.00 —
Student - Supply Chain Services Supply Chain Services 0.51 0.34 (0.17)
General Labourer Supply Chain Services 1.00 1.00 —
General Labourer Supply Chain Services — 1.00 1.00
Manager, Supply Chain Management Supply Chain Services — 1.00 1.00
Total 61.5 77.7 16.2
4-Staff-63

a. How many of these 10 added roles budgeted for 2022 bridge year have been filled so

far? Please provide the date that each position was filled.

b. Please explain Milton Hydro's internal process of approving new positions.
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a. Of the 10 positions, 6 have been filled so far. Please see Table 4-3 below:

Table 4-3 New Roles Filled

Date Hired
NEW ROLES 2022 Position Filled (MM-DD-YYYY)
EXECUTIVE
VP Customer Experience No
VP Corporate Services No
VP Distribution Services Yes 1/4/2022
MANAGEMENT
Director IT & Client Services Yes 2/28/2022
Manager SCM Yes 4/4/2022
Manager Health & Safety Yes 7/18/2022
NON-UNION/PROFESSIONAL
Regulatory Analyst Yes 3/14/2022
Client Services Financial Analyst Yes 1/18/2022
IT Security & Infrastructure Specialist No
TRADES & TECHNICAL
Engineering Technologist Yes 4/12/2022

b. The internal process for approving new positions is aligned with the annual financial

planning and budget process.

Each business unit owner receives a prepopulated

headcount planning template that includes positions that were approved in the prior

years financial plan. Positions are reviewed each year to determine whether the

positions are still required. The business unit owners recommend changes to their

senior leader combined with business rationale as to why the change is needed.

Secondary approval is received from the Executive Management Team and if approved,

the recommendations are brought forward through the Audit Committee and Board of

Directors for formal approval.
4-Staff-64

Process Improvement Officer

Ref. Exhibit 4, page 115 of 166
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Question(s):

a. Is Milton Hydro aware of any peer distributors who have a dedicated position for Process

Improvement?
b. Is this a permanent position?
Response:

a. Milton Hydro is not aware of any other LDC that employs a dedicated Process

Improvement function and/or role.
b. This is a permanent position.
4-Staff-65

Compensation Benchmarking

Ref: Exhibit 4, page 123 of 166

Question(s):

a. Has Milton Hydro done any compensation benchmarking study for its management

positions? If so, please provide a copy.
Response:
Please see response to 4-CCC-18.
4-Staff-66

Management & Non-Union Professional Salary Band Increase

Ref: Exhibit 4, page 127 of 166

Question(s):

a. Please expand Table 4-59 to provide the forecast increase for 2022 and 2023.
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Response:

a.

Table 4-4 provides years 2022 and 2023.

Table 4-4 Non-Union Professional Salary Band Increases Including 2022/2023

2016 3.00 %
2017 2.80 %
2018 2.60 %
2019 2.60 %
2020 2.50 %
2021 2.40 %
2022 2.00 %
2023 210 %
4-Staff-67

Affiliated Companies

Ref: Exhibit 4, page 131 of 166
Question(s):

a. Does any of the two affiliated companies have its delegated staff? If so, please specify
the number of employees for each affiliate company.

b. Please clarify if employees of these affiliated companies work at 200 Chisholm Drive.

c. Please clarify if the affiliated companies provide any services to Milton Hydro. If so,
please explain the service(s) provided and provide associated historical (2016-2021) and
forecast (2022-2023) costs.

Response:
a. Neither of Milton Hydro’s two affiliated companies have any dedicated staff working at

200 Chisholm Drive.

b.

See part a.
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c. Milton Hydro Holdings, as the parent organization, provides Strategic planning,

Management oversight support, and Board governance to Milton Hydro.

Table 4-5 below contains historical and forecast costs.

Table 4-5 Affiliated Companies Historical and Forecasted Services

2016 2017 2018 2019 2020 2021 2022
Holdings 21,480 22,833| 20,434 112,224| 97,280| 81,554 118,796 120,658
Management Fee
4-Staff-68
ILs

Ref: Exhibit 4, page 153 of 166

Question(s):

a. Please explain the difference on PILs shown in Table 4-75 ($502,825) and in RRWF
($684,115).

Response:

a. The PILs shown in Table 4-75 of $502,825 is the amount of income taxes (not grossed
up), consistent with the PILs Model on Tab TO PlLs Tax Provision Test, cell J25. The
PILs shown in the RRWF of $684,115 is the amount of income taxes (grossed up),
consistent with the PILs Model on Tab TO PILs Tax Provision Test, cell J30.

4-Staff-69

Control Room

Ref: Exhibit 4, Attachment 4-1, Business Case: 24/7 System Control Room, page
2 of 18

Preambile:
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Milton Hydro plans to construct a control room within its facilities in 2022, along with the hiring
and training of two control room operators. Late in 2022, four additional operators will be

recruited to start in January 2023.
Question(s):

a. Has Milton Hydro gone through an RFP process and selected a vendor for the

construction? If so, who is the selected vendor?
b. What's the estimated cost provided by the selected vendor for the construction?

c. Has Milton Hydro started the construction of the control room? If so, how much has been

spent so far? When will the construction be completed?
d. How many of the six operators were hired so far?

e. Why does Milton Hydro plan to hire two control room operators first and four additional

operators later?

f. Is the supervisor a new position planned for the control room? Is this position reflected in
Table 4-497?

Response:

a. To date (July 6, 2022), Project Management, Interior Design and Mechanical & Electrical
Engineering Services have been awarded. Separate RFP’s are issued for the

Construction and Furniture scope of supply (exclusive of one another).

b. The vendor is not yet selected. The RFP was issued on July 15th, Milton Hydro expects
to evaluate and award the work to a vendor thereafter and issue the Purchase Order by
end of July 2022.

c. Committed costs to date (July 6, 2022) equal $53,250. Occupancy is expected in the 4th
quarter of 2022.

d. None. 2 operators are planned to be hired by Q4 2022 and the remaining 4 by January
2023.
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e. First 2 operators will be early-hired to assist with setting up the control room and policies
and procedures, in parallel with control room services still outsourced to BHDI. Once the
control room is fully setup and operational, and contract ends with BHDI, new operators

will be on-boarded to support 24/7 shift work.

f.  The Supervisor position is not a planned position for the control room at this time. The
Supervisor position is not reflected in Table 4-49. Milton Hydro 2.0 plans to introduce
Lean Six Sigma process flows to deliver efficient process within the Control Room
Operations leading to cost savings relative to the Business Case. Therefore, the
supervision of the Control Room will be initially carried out by the existing Manager,

System Planning and Reliability.
4-Staff-70

Control Room

Ref: Exhibit 4, Attachment 4-1, Business Case: 24/7 System Control Room, page
3 0f18

Preambile:

Since 2017, Milton Hydro entered into agreement with Burlington Hydro to provide control room
functions. Burlington Hydro has provided control room services during regular business hours

and ad hoc support after hours depending on operator availability.
Question(s):

a. Please explain if Milton Hydro has experienced any problems with its practice of
outsourcing control room functions from Burlington Hydro since 2017. If so, please
describe the issue(s) and explain Milton Hydro's actions of addressing these issues and

associated costs, if any.

b. Has Milton Hydro ceased its agreement with Burlington Hydro to outsourcing its control

room service? If so, please specify when.
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c. What's Milton Hydro's current approach of dealing with control room functions before
new facilities are constructed? Where is the temporary location to house control room

equipment?
Response:

a. One of the main limitations of the outsourcing arrangements with Burlington Hydro
Distribution Inc. (BHDI) is that Milton Hydro does not receive the required level of
support during off hours. While BHDI provides dedicated personnel to Milton Hydro
during business hours on week days, it cannot provide the required level of support
during off hours. Due to the size, complexity, and age of Milton Hydro’s electrical system
along the continued growth of the Town of Milton, Milton Hydro requires frequent
assistance during off hours as much as business hours especially during extreme
weather events (which happen more frequently nowadays) and emergency situations
with the emergency services in attendance. During these times, power lines have to be
made safe for emergency personnel to perform their work. With the ad hoc level of
service during off hours that Milton Hydro currently receives, the required level of service
is simply not possible. As a temporary solution, Milton Hydro relies on its existing
engineering and operations resources to deal with outage restoration efforts. However,
this solution is not feasible in the long term as it may cause delays in restoration efforts
due to staff availability and lack of real time knowledge of system configuration. The lack
of 24/7 staff also results in challenges in timely entry of information into the OMS to
inform the public of an outage and estimated restoration time which reduces Milton
Hydro’s ability to implement its customer centric strategy of Milton Hydro 2.0. As a result,
supported by a third party cost benefit analysis, Milton Hydro requires an in-house
control room staffed 24/7 to ensure it provides the highest level of operational and

customer support.

b. Milton Hydro is continuing with the outsourcing contract with BHDI until the end of
December 2022.

c. Milton Hydro’s current approach is to remain outsourced to BHDI until its Control Room
is built and ready for service by the 4th quarter 2022. There is no temporary location to

house control room equipment. A makeshift war room is established in a meeting room
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for large outages/storms with laptops, paper maps, resourced with existing engineering/

operations resources, diverting them from their base duties.

4-Staff-71

Control Room

Ref: Exhibit 4, Attachment 4-1, Business Case: 24/7 System Control Room, page
4 of 18

Preambile:

Milton Hydro reviewed its peers, distributors with more than 30,000 customers, and whether

they have an in-house system control room.

Question(s):
a. Please explain which ones are 24/7 control room, and which ones are not.
b. Is Milton Hydro aware of how many operators are required for each utility?
c. Please add information for Burlington Hydro and Oakville Hydro to the table.

Response:

The information requested for parts a, b and c of question is provided in Table 4-6 below.

Table 4-6 Other Distributor Control Room Information

Distributor 2020 In-house Operating hours  Control room operating

Customer Control hours and total staff

Count Room Y/N including supervisors as

applicable

Essex Powerlines 30,661 N/A N/A N/A
Corporation

Sault Ste. Marie 33,751 Yes 7-4 Monday to 1 Operator weekday

PUC Distribution Friday, | business hours and one

Inc. On-call service| supervisor who can fill

evenings and in

weekends
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Bluewater Power 36,916 Yes 7-4 Monday to 2 full time Operators
Distribution Friday,| with an on-call Operator
Corporation On-call service plus supervisor
evenings and
weekends
Brantford Power 40,662 N/A N/A N/A
Inc.
Newmarket-Tay 44,187 Yes 7-4 Monday to| 2 trained operators & 1
Power Friday,| apprentice with another
Distribution Ltd. On-call service staff who is a trained
evenings and| operator and can fill in
weekends
Greater Sudbury 47,865 Yes 24/7 Monday to| 4 operators on 24 hours
Hydro Inc. Friday| during week days. On-
On-call service call operator on
weekends| weekends. Supervisor
also a trained operator
Synergy North 56,887 Yes 247 1 Supervisor & 7
Corporation operators
Niagara 56,973 No N/A N/A
Peninsula Energy
Inc.
Waterloo North 58,438 Yes 247 24/7: 1 Supervisor 8
Hydro Inc. operators including a
rotation for operations
planning
Oshawa PUC 59,486 Yes 24/7| 24/7: 1 Supervisor and
Networks Inc. at least 5 operators,
probably 6
Entegrus 60,587 Yes| 7-3:30 Monday to| 2 operators on weekday
Powerlines Inc. Friday, | business hours and one
On-call service on call for after hours
evenings and
weekends
Energy+ Inc. 67,303 Yes 247 1 Supervisor, 5
Journeyperson SCOs, 3
Apprentice SCOs
Burlington Hydro 68,568 Yes 247 1 Supervisor, 3 senior
Inc. operators, 2 journeymen
operators, 1 third year
apprentice, 2 first year
apprentices
Oakville Hydro 74,001 Yes 2417 1 manager, 1

Electricity
Distribution Inc.

supervisor, 1 Planner
and 8 operators;
contract for services
Halton Hills Hydro and
Welland Hydro.
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4-Staff-72

Control Room

Ref: Exhibit 4, Attachment 4-1, Business Case: 24/7 System Control Room, page
13 of 18

Question(s):

a. Please explain the difference between the annual operating costs shown in Table 3
($1,586,275) and the budget proposed for the control room service program
($1,155,897) for the 2023 test year.

Response:

Table 3 of the Control Room Business Case was derived from the AESI Report - Control Room
Exhibit 4 Attachment 4-2. The differences between Table 3 Control Room Business Case Table
($1,586,275) and the proposed 2023 Test Year budget ($1,155,897) correspond to the following:

» the fully burdened cost of a Supervisor, Control Room was not included in the 2023 Test
Year expenditures ($181,000);

» differences in the benefit burden assumptions between the AESI report and Milton
Hydro’s fringe and statutory benefits ($165,000); and

* lower non labour expenditures for subscriptions and memberships, software license and
maintenance costs, and other miscellaneous expenditures to support operations
($84,000).

Milton Hydro 2.0 plans to introduce Lean Six Sigma process flows to deliver efficient process
within Control Room Operations leading to cost savings relative to the Business Case.
Therefore, the supervision of the Control Room will be initially carried out by the existing

Manager, System Planning and Reliability.
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4-Staff-73

Control Room

Ref: Exhibit 4, Attachment 4-1, Business Case: 24/7 System Control Room, page
14 of 18

Preambile:

To properly assess the outsourcing alternative, Milton Hydro issued an RFP for an updated SLA
based upon the drivers identified in the Investment Needs and the requirement for 24/7
coverage. The RFP was issued to three utilities: Burlington Hydro, Oakville Hydro and Oshawa

Hydro.
Question(s):

a. Please describe responses to the RFP from the three utilities - Burlington, Oakville, and
Oshawa and explain Milton Hydro's evaluation of these responses (e.g., scores for each

response).

b. Please explain why these responses did not satisfy Milton Hydro's investment needs and

requirements identified in the updated SLA.
Response:

a. Milton Hydro received proposals from Oakville Hydro and Enerforge?'in response to its
RFP for control room services. Burlington Hydro chose not to participate on the basis

that it could not deliver the full scope of the services required.

To evaluate the RFP responses, Milton Hydro developed a weighted evaluation matrix

that consists of the following criteria and weightings:

*  Bid Price (fixed) @15%
*  Dedicated Operators for MHDI @ 20%
»  Set-up Costs @ 5%

21 Enerforge is an affiliate of Oshawa Power.
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* Additional Staffing Fees @ 5%
*  Conformance to MHDI KPI and Metrics @ 35%
*  Conformance to After-hours Performance Metrics @ 10%
»  Experience delivering services in-house @ 5%
»  Experience delivering services externally @ 5%
Total 100%

A pass criterion was established to be a minimum of 80% compliance with the above

criteria.

Oakville Hydro did not score 80%, primarily due to inability to (i) commit to Milton Hydro’s
KPI metrics and (ii) provide dedicated operators to Milton Hydro service territory.
Similarly, Oshawa Power was disqualified as it did not reach the passing score. Oshawa
Power intends to share resources and will not offer dedicated operators as requested by
MHDI. Also, Oshawa Power does not provide similar service to any other LDC, and does

not have the required experience.

Based upon the aforementioned responses neither Oakville Hydro nor Enerforge

achieved the minimum 80% compliance for the overall evaluation.
b. See response to part (a) above.
4-Staff-74

Control Room

Ref: Exhibit 4, Attachment 4-2, AESI Report, pages 6-7 of 41

Preambile:

AESI described utility’s utilization of the SCADA system and a control room for small, medium

and large utilities.
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Question(s):

a. In accordance with AESI’s classification, a 24/7 control room is required for a large utility,
but not a medium one. Please discuss how Milton Hydro justifies its needs for a 24/7 in-

house control room given its current customers of approximately 42,000.
Response:

AESI’s classification are typical sizes, not absolute. Other similar sized LDC’s with control
rooms listed by AESI are Oakville and Oshawa Hydro. Other examples are Markham,
Richmond Hill and Vaughan Hydro which are now Alectra, all had fully staffed control rooms in
the 1990s.

The AESI report mentions that there is no set formula to determine when an LDC goes onto
SCADA support, or control room staffed during business hours or from there to 24/7 staffed
coverage. AESI went on to say that based on its experience, as the distribution system
managed by the utility increased in size, complexity, and age that the electrical system managed
by the utility increases, particularly in an area with a large population growth and ongoing
construction and expansion. This description is in line with the experience of Milton Hydro and
AESI mentions that a 24/7 control room increasingly improves the efficiency and accuracy of its
response and provides benefits to its customers in terms of quicker resolution of outages and

response to emergency calls.

Based on a comparison of the size, complexity, and age of MHD’s electrical system to similar
utilities in Ontario (e.g., Burlington Hydro, Oshawa Power, and Oakville Hydro), AESI is of the
opinion that MHD is at the stage where a 24/7 control room will provide significant benefits to
Milton Hydro customers. AESI notes that Milton Hydro operates a distribution system that has
the same or greater size and complexity as those of the above utilities had when they

implemented a 24/7 control room.
4-Staff-75

Resource Plan

Ref: Exhibit 4, Attachment 4-3, Resource Optimization Review Report, pages 2
and 53
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Question(s):

a. Please explain why the report did not include a validation through an internal audit

process.
b. Please explain why this review did not include executive level.

c. Please explain the difference between the 51 FTEs reported in the 2020 yearbook and
the 55.3 FTEs presented in Appendix 2-K.

Response:

a. When Milton Hydro met to discuss the engagement with the consultant, it was agreed
that the project would be conducted through a staff interview process. Milton Hydro’s
position was that if the results of the interviews with senior staff and others did not
provide the consultant sufficient insight and the ability to develop a Report, an audit (e.g.
more detailed review) could be undertaken to validate information received. Upon
completing the interview process, the consultant and Milton Hydro agreed that
considering the fulsome and candid feedback and information provided, the consultant

had sufficient detail and information to complete the Report.

b. The review was structured based on the results and feedback of an extensive interview
process with senior staff and others with specific & expert knowledge. The focus of the
review was on staffing and resourcing in operational areas. Decisions related to

executive level positions were made by the CEO .

c. Milton Hydro has changed how FTE’s are tracked between the OEB yearbook and
Appendix 2-K. The changes Milton Hydro has made to the reporting of Appendix 2-K are

as follows:
i. Students are not included in the reporting of the 2020 Yearbook (1.9 FTE);

ii. Contractors who backfilled vacant roles were not included in the 2020 Yearbook
(1.6 FTE); and

iii. Succession planning and overlap for both the Chief Executive Officer and
Director, Regulatory Affairs (0.75 FTE).
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4-Staff-76

Lost Revenue Adjustment Mechanism

Ref: LRAMVA Workform, Tab 5

Preambile:

OEB staff has identified what are believed to be several minor errors in the 2023 LRAMVA
Workform related to Milton Hydro’s modification of the form to cover the 2021 and 2022 years.

The errors identified are as follows:
+ Cell AM1335: Does not include the amount of $682.99 in cell AM1334
+ Cell AM1361: Does not include the amount of $702.02 in cell AM1360

+ Cell D1346 and Cell O1346: Table 5-h should only include columns for the years 2022

onwards, and all savings values in the "Actual CDM Savings in 2022" should be zero.
Question(s):

a. Please update and file a revised version of the LRAMVA Workform as necessary, or
provide a response if Milton Hydro believes any of the errors identified by OEB staff are

incorrect.

Response:

The workform has been updated to address these errors. Actual results claimed come from
Y1324:AF1324 and Y1354:Y1360 which were not affected by those changes.

Since the LRAMVA workform was filed, the OEB has published interest rates for Q2 and Q3
2022. Milton Hydro files the updated LRAMVA workform which incorporates these more recent
values. There is a small impact to USoA Account 1568. Milton Hydro updates the balance of the

account in the DVA continuity model, and bill impact model as per 1-Staff-001.



Milton Hydro Distribution Inc.
EB-2022-0049

Interrogatory Responses
Page 225 of 301

Filed: July 25, 2022

4-Staff-77
Taxes/PILS

Ref: Exhibit 4, page 153

Preambile:

Milton Hydro indicated the impact of a Tax/PILS audit for the tax years 2015 & 2016 was due to

timing differences resulting from improper asset classification.

Question(s):
a. Please explain how these issues impact the UCC and CCA in the test year.
b. Please quantify the impact to the test year PILs, if any.

Response:

a. There is no impact to the test year. Since the PILS audit identified improper asset
classification, UCC and CCA balances were updated to reflect the PILS audit findings.

As a result, the opening balances for 2020 tax year and forward have been corrected.
b. No impact to Test year, as UCC and CCA balances have been trued up.
4-Staff-78

CCA Calculation

Ref: Exhibit 4, page 156

Preamble:
Milton Hydro provided table 4-78 for the accelerated CCA smoothing adjustment of $773,420.
Question(s):

a. Please provide the schedule 8 CCA calculation for the "Accelerated CCA — no phase
out” of $3,149,998.
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b. Please provide the schedule 8 CCA calculations for “Accelerated CCA — phased out
2024 to 2027".
Response:

a. The “Accelerated CCA - no phase out” scenario uses the 2023 CCA for each year of the
rebasing period (2023 to 2027). See Table 4-7.

Table 4-7 2023 CCA

2023
Cost of Net capital Adjusted
acquisition cost of UCC for
Beginning s in that are additions of AlIP (o07.Y CCA
CCA Class CCA Rate ucc (AlIP) AlIP adjustment Purposes Claimed
Class 1 4 %| 16,950,578 — — —| 16,950,578 678,023| 16,272,555
Class 1b 6 %| 7,429,856 519,000 519,000 259,500 8,208,356 492,501 7,456,355
Class 8 20 %| 1,840,582 472,393 472,393 236,196 2,549,172 509,834 1,803,141
Class 10 30 % 701,370 451,000 451,000 225,500 1,377,870 413,361 739,009
Class 12 100 % — 551,440 551,440 — 551,440 551,440 —
Class 45 45 % 13 — — — 13 6 7
Class 47 8 %| 50,745,198 7,056,256 7,056,256 3,528,128 | 61,329,582 4,906,367 | 52,895,088
Class 50 55 %)| 39,011 94,500 94,500 47,250 180,761 99,418 34,092
Class 95 — %| 4,918,925 721,593 721,593 360,797 6,001,315 — 5,640,518
Calculate
Class 14.1 5%| 1,543,134 — — — Manually 77,157 1,465,977

Total 84,168,667 9,866,182 9,866,182 4,657,371 97,149,087 7,728,107 86,306,742
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b. Tables 4-8 to 4-11 below provide the schedule 8 CCA calculations for “Accelerated CCA —
phased out 2024 to 2027.

2024
Cost of Net capital Adjusted
acquisition cost of UCC for
Beginning s in that are additions of AlIP (o07.1 CCA
CCA Class CCA Rate ucc (AlIP) AlIP adjustment Purposes Claimed
Class 1 4 %| 16,272,555 — — —| 16,272,555 650,902 15,621,652
Class 1b 6 %| 7,456,355 460,000 460,000 — 7,916,355 474,981 7,441,374
Class 8 20 %[ 1,803,141 587,117 587,117 — 2,390,258 478,052 1,912,206
Class 10 30 %] 739,009 706,000 706,000 — 1,445,009 433,503 1,011,506
Class 12 100 %| — 1,416,260 1,416,260 — 1,416,260 1,416,260 —
Class 45 45 % 7 — — — 7 3 4
Class 47 8 %| 52,895,088 6,698,390 6,698,390 —| 59,593,478 4,767,478| 54,825,999
Class 50 55 %) 34,092 94,500 94,500 — 128,592 70,726 57,867
Class 95 — %| 5,640,518 (991,408) — — 4,649,110 — 4,649,110
Calculate
Class 14.1 5%| 1,465,977 — — — Manually 73,299 1,392,678
Total 86,306,742 8,970,859 9,962,267 — 93,811,624 8,365,204 86,912,396

Table 4-9 2025 CCA

2025
Cost of Net capital Adjusted
acquisition cost of UCC for
Beginning s in that are additions of AllP CCA CCA
CCA Class CCA Rate ucc (AlIP) AlIP  adjustment Purposes Claimed
Class 1 4 %| 15,621,652 — — —| 15,621,652 624,866 14,996,786
Class 1b 6 %| 7,441,374 460,000 460,000 — 7,901,374 474,082 7,427,291
Class 8 20 %| 1,912,206 559,117 559,117 — 2,471,323 494,265 1,977,058
Class 10 30 %] 1,011,506 654,000 654,000 — 1,665,506 499,652 1,165,854
Class 12 100 % — 336,000 336,000 — 336,000 336,000 —
Class 45 45 % 4 — — — 4 2 2
Class 47 8 %| 54,825,999 6,054,331 6,054,331 —| 60,880,331 4,870,426 | 56,009,904
Class 50 55 %) 57,867 94,500 94,500 — 152,367 83,802 68,565
Class 95 — %| 4,649,110 — — — 4,649,110 — 4,649,110
Calculate
Class 14.1 5%| 1,392,678 — — — Manually 69,634 1,323,044
Total 86,912,396 8,157,948 8,157,948 — 93,677,667 7,452,729 87,617,614
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2026

Cost of Net capital Adjusted

acquisition cost of UCC for

Beginning s in that are additions of AllIP (o07.¥

CCA Class CCA Rate ucc (AlIP) AlIP adjustment Purposes
Class 1 4 %| 14,996,786 — — —| 14,996,786 599,871 14,396,915
Class 1b 6 %| 7,427,291 460,000 460,000 — 7,887,291 473,237 7,414,054
Class 8 20 %| 1,977,058 531,557 531,557 — 2,508,615 501,723 2,006,892
Class 10 30 %| 1,165,854 135,000 135,000 — 1,300,854 390,256 910,598
Class 12 100 %| — 336,000 336,000 — 336,000 336,000 —
Class 45 45 % 2 — — — 2 1 1
Class 47 8 %| 56,009,904 7,654,747 7,654,747 —| 63,664,651 5,093,172 58,571,479
Class 50 55 %] 68,565 94,500 94,500 — 163,065 89,686 73,379
Class 95 — %| 4,649,110 — — — 4,649,110 — 4,649,110

Calculate
Class 14.1 5% 1,323,044 — — — Manually 66,152 1,256,892
Total 87,617,614 9,211,804 9,211,804 — 95,506,374 7,550,098 89,279,320

Table 4-11 2027 CCA

2027

Cost of Net capital Adjusted

acquisition cost of UCC for

Beginning s in that are additions of AlIP (o07.

CCA Class CCA Rate ucc (AlIP) AlIP adjustment Purposes
Class 1 4 %| 14,396,915 — — —| 14,396,915 575,877 13,821,038
Class 1b 6 %| 7,414,054 461,200 461,200 — 7,875,254 472,515 7,402,738
Class 8 20 %| 2,006,892 535,038 535,038 — 2,541,930 508,386 2,033,544
Class 10 30 %)| 910,598 749,000 749,000 — 1,659,598 497,879 1,161,719
Class 12 100 %, — 400,000 400,000 — 400,000 400,000 —
Class 45 45 % 1 — — — 1 1 1
Class 47 8 %| 58,571,479 7,001,986 7,001,986 —| 65,573,465 5,245,877 | 60,327,588
Class 50 55 %)| 73,379 94,500 94,500 — 167,879 92,334 75,546
Class 95 — %| 4,649,110 — — — 4,649,110 — 4,649,110

Calculate
Class 14.1 5% 1,256,892 — — — Manually 62,845 1,194,047
Total 89,279,320 9,241,724 9,241,724 — 97,264,152 7,855,714 90,665,331
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SCHOOL ENERGY COALITION

4-SEC-032

[Appendix 2-K]

With respect to historical employee costs:

a. Please confirm that the Applicant had approximately $29.3 million included in rates for
the period 2016-2019 for employee costs ($7,076,210 plus annual IRM increases), but

only spent $26.7 million, for a net underspend of just under 9%.

b. Please explain why the underspend was appropriate and possible given the high levels

of customer growth, and increasing customer numbers and revenues.

c. In 2020 the employee costs started to increase substantially, and continued to do so
each year. What were the operational and other external reasons why the Applicant had

to start ramping up its spending on employees?
Response:

a. Based on the 2016 OEB decision and the envelope adjustment received in 2016, the
figures referenced in Appendix 2-K represent filed employee costs. Milton Hydro
accordingly made reductions to its staffing to align to the approved revenue requirement
received. In addition, Milton Hydro contracted out some of its Powerline Technician
positions corresponding to an internal decision to outsource capital work to third parties
during the period from 2018 to 2021..

b. The 2016 Actual results are aligned and more representative to the headcount required
to deliver Milton Hydro’s operating and capital programs. The resulting Return of Equity
(ROE) in 2016 was 9.87% was aligned to the 2016 deemed return on equity of 9.19%.

Additionally, as noted in a. above, operations and maintenance expenditures were lower
for Powerline Technicians corresponding to an internal decision to outsource capital work
to third parties. The 2023 Test Year expenditures include the insourcing of this work to

align to the headcount approved in the 2016 Board approved figures.
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c. An external benchmark is referenced in Exhibit 4, Table 4-40, page 82, where Milton
Hydro has historically been operating as a lean organization as compared to a high
value for money distributor. When comparing Milton Hydro to its peer utilities. Milton
Hydro operates a higher-than-average number of Customers per FTE (808:1) compared
to the represented LDC’s in Table 4-40. Further, based on the 2020 OEB Year Book of
Electricity Distributors, Milton Hydro operates with the 6th ‘highest’ ratio of Customers to
FTE for all Distributors included in the OEB Year Book statistics.

Also from an external perspective, as referenced in Exhibit 4, page 86 and the
consultants Resource Optimization Review (Attachment 4-3) the Review concurred that
Milton Hydro has maintained a workforce well-below the average of its large-sized LDC
peers. The Review identified where increased staffing levels would benefit Milton Hydro
in: meeting the rapid and sustained growth of the Town of Milton and its increasing
customer base; augment organizational expertise & capacity; enhance internal controls
and processes; and, sustain an efficient workforce with the right tools and skills now and

into the future.

Exhibit 4, - 4.4.2.4, pages 101 to 102 provide operational reasons to increase FTE’s in
the Network Control Room Operations, supported by an external third-party expert, AESI
(refer to Attachment 4-2 AESI Report — Control Room Cost Benefit Analysis) who
undertook a feasibility study of costs and benefits of in-house operations compared to

outsourcing and hybrid models.

Exhibit 4, - 4.4.2.6 page 104 provides an overview of the operational efficiencies by
hiring a Process Improvement Officer with further detail provided in Exhibit 1, subsection

1.9 Facilitating Innovation.

Exhibit 4, - 4.2.7, pages 104 to 105 provide operational reasons to increase FTE’s
related to Milton Hydro’s Information Technology & Infrastructure Security. Exhibit 4,
page 114 and page 119 provide the rationale for hiring new IT roles and how each will

enhance operational efficiencies and bring new IT disciplines and expertise.

Exhibit 4, pages 111 through 120 provides Milton Hydro’s reasons/rationale for hiring

new positions and how each will focus on improving operational efficiencies.
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4-CCC-14

Ex. 4/p. 18

Please recast Table 4-7 — Capitalized OM&A to include 2016-2019.

Response:

Table 4-12 Capitalized OM&A

Milton Hydro Distribution Inc.
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Capitalized OM&A 2016 2017 2018 2019 2020 2021 2022 2023
Historical Year | Historical Year | Historical Year | Historical Year | Historical Year | Historical Year| Bridge Year| Test Year

Employee Labour and Benefits $ 1,586,606 $1,853,725| $1,661,052| $1,587,586| $ 1,596,323 $1,253,050($% 2,025,750|% 2,073,366

Fleet /Truck Time $ 248,523 $ 287,789 $ 211,464 $ 236,417 $ 277,926 $185,740| $349,273| $ 356,258

Total Capitalized OM&A $1,835129( $2,141,514| $1,872,516( $1,824,003| $1,874,248( $1,438,790($%$ 2,375,023($ 2,429,625

4-CCC-15

Ex. 4/p. 21

Please recast Table 4-8 — OM&A Programs Table and include year to date actuals for 2022 and provide the most updated budget
amounts for 2022. Are there any COVID related expenditures included in the 2023-2027 budget amounts? If so, what are those

amounts?

Response:
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Table 4-13 OM&A Programs 2-JC

Variance
(Test Year
Last Variance vs. Last
Rebasing Last (Test Rebasing
Year (2016 Rebasing Yearvs. Year (2016 June- Dec
OEB- Year (2016 2017 2018 2019 2020 2021 2023 Test 2021 OEB- May 2022 2022 2022
Programs Approved) Actuals) Actuals Actuals Actuals Actuals Actuals Year Actuals) Approved) Actuals Forecast Forecast
Reporting Basis MIFRS MIFRS MIFRS MIFRS MIFRS MIFRS MIFRS MIFRS MIFRS MIFRS MIFRS MIFRS MIFRS MIFRS
Operations
Underground Locates 380,000 358,200 | 378,024 | 373,373 | 383,562 | 338,981 | 379,451 437,230 | 443,788 64,338 63,788 191,204 246,026 437,230
Transformer Station 48,528 42,097 59,666 37,960 42,166 93,846 | 302,383 74,681 75,536 | (226,847) 27,008 26,630 48,051 74,681
Engineering
Administration 758,285 820,851 | 634,983 | 682,566 | 744,927 | 730,575| 792,439 959,438 | 979,899 187,460 221,613 383,445 575,993 959,438
Stores Administration 260,418 368,816 | 235,779 | 241,891 | 295,126 | 262,309 | 458,839 332,446 | 409,692 (49,147), 149,274 | 251,291 81,155 332,446
Control Room Services 168,600 124,646 | 185,550 | 138,600 | 145,025| 184,650 | 213,159 | 247,100| 1,155,897 | 942,738 987,297 103,699 143,401 247,100
Customer Premise 258,653 271,661 | 302,193 | 382,742 | 359,653 | 418,959 | 513,419 | 400,418 | 576,600 63,181 317,947 | 204,140 196,278 400,418
Sub-Total 1,874,484 1,986,272 | 1,796,194| 1,857,132| 1,970,458 2,029,321| 2,659,690| 2,451,314 | 3,641,413 | 981,723 1,766,929 | 1,160,411 1,290,903 2,451,314
Maintenance
Meter Maintenance 392,437 437,655 | 369,993 | 412,303 | 389,427 | 396,814 | 445,148 399,934 | 407,808 (37,340), 15,371 128,198 271,736 399,934
Overhead Lines 266,754 303,099 | 297,263 | 349,235| 440,735| 378,090 | 591,491 379,311 314,936 | (276,555) 48,182 | 205,304 174,006 379,311
Pole Maintenance 177,726 473,535 | 161,499 | 389,879 | 333,646 | 157,965| 273,722 157,495 142,644 | (131,078) (35,082)] 107,096 50,400 157,495
Maintenance of Line
Transformers 225,972 150,213 | 176,479 | 178,194 | 278,315| 161,041 | 209,203 | 215,682 183,345 (25,858), (42,627)] 109,996 105,686 215,682
Underground Lines 39,714 118,052 | 148,734 67,439 | 103,220 121,306 | 170,264 143,081 129,133 (41,130), 89,419 37,614 105,467 143,081
Tree Trimming 445,522 245,358 | 259,508 | 373,691 | 325,314 | 473,379| 213,394 381,227 | 378,981 165,587 (66,541)] 153,428 227,799 381,227
Sub-Total 1,548,125 1,727,913 | 1,413,476| 1,770,741| 1,870,657 | 1,688,594| 1,903,222| 1,676,731 | 1,556,847 | (346,374) 8,722 741,637 935,094 1,676,731
Customer Service
Meter Reading 131,100 161,517 | 150,027 | 133,303 | 110,791 | 154,100 | 120,183 189,958 193,319 73,136 62,219 14,771 175,187 189,958
Billing 947,646 897,098 | 969,237 | 897,603 | 860,954 | 953,020 | 879,801 | 1,034,713 | 1,051,995 172,194 104,349 348,420 686,293 1,034,713
Customer Service 791,063 742,767 | 763,916 | 692,133 | 700,513 | 712,320 | 749,739 768,121 841,356 91,617 50,293 338,442 429,679 768,121
Community Relations 20,071 8,680 14,094 10,120 9,650 17,500 8,094 94,100 115,837 107,743 95,766 25,475 68,625 94,100
Bad Debt 89,600 42,244 65,846 96,170 | 130,122 94,675 | 157,444 111,512 117,087 (40,357), 27,487 25,000 86,512 111,512
Sub-Total 1,979,480 1,852,306 | 1,963,121| 1,829,328| 1,812,029| 1,931,615/ 1,915,261| 2,198,404 | 2,319,594 | 404,333 340,114 | 752,108 1,446,296 2,198,404

Administration

General Administration 2,143,949 2,207,004 | 2,093,305| 2,302,022| 2,582,337 2,859,440| 3,533,049| 3,473,283 | 3,958,082 425,033 1,814,133 | 1,498,695 1,974,588 3,473,283
Software Maintenance 498,477 324,397 | 452,274 | 491,752 | 524,156 | 575,582 | 646,736 729,966 832,135 185,400 333,658 255,189 474,777 729,966
Regulatory 444,060 560,450 | 326,658 | 325,025| 339,094 | 411,331 | 469,548 503,518 750,664 281,116 306,604 208,834 294,685 503,518
Executive and Board

Expenses 1,083,873 995,254 | 896,219 | 912,240 | 983,228 |1,080,824| 982,433 | 1,821,452 | 2,074,802 | 1,092,369 990,929 564,112 1,257,340 1,821,452
Sub-Total 4,170,359 4,087,105 | 3,768,456 4,031,039 4,428,814 4,927,177 5,631,766 6,528,220 | 7,615,683 | 1,983,918 3,445,324 | 2,526,830 4,001,390 6,528,220

Total 9,572,448 9,653,596 | 8,941,246 9,488,240 10,081,95{10,576,70{ 12,109,93{ 12,854,668| 15,133,537 3,023,599 5,561,089 | 5,180,985 7,673,683 | 12,854,668
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Milton Hydro has recast Table 4-8 OM&A Programs 2-JC to include May 2022 Actuals to date and its 2022 Forecast. Milton Hydro

does not anticipate any changes to the 2022 Bridge year submitted.

There are no COVID related expenditures included in the 2023-2027 budget amounts.
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4-CCC-16

Ex. 4/p. 54

Milton Hydro expects to have 30,450 customers receiving e-bills by 2023. What is the
expectation by 20277

Response:

Milton Hydro has not forecast the number of customers expected to be on e-billing in 2027.
However, efforts will continue to promote e-billing for new and existing customers, with the

objective to increase the overall percentage of customers on e-billing.

4-CCC-17

Ex. 4/p. 78

Please provide a detailed breakdown of the $766,415 of One-Time Regulatory Costs. Please
include all assumptions. Please indicate if the legal and consulting services were subject to an
RFP process. If they were not, please explain why. Does Milton Hydro benchmark its regulatory
costs? If yes please provide the results of any benchmarking analysis. If not, please explain

why not.
Response:

a. Table 4-14 below provides a detailed breakdown and assumptions related to the One-

Time Regulatory Costs.

Table 4-14 One-Time Regulatory Costs for 2023 Cost of Service Rate Application

Costs
Category of

Vendor/Payee Description of Service/Fee Service Amount
Elenchus Research Associates Inc. | Rate Application Preparation Support Consulting $ 150,000
Tory's LLB Legal support of rate Application Legal $ 100,000
Verve Consulting Services Technical writing and support with business cases Consulting $ 110,000
IndEco Stratigic Consulting LRAMVA Models, Report, and other support Consulting $ 13,450
Lannick Finance and Accounting Rate Application Models and Preparation Support Other Costs $110,338
Marjorie Richards & Associates Ltd. | Workforce Plan Consulting $ 27,500
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Decision Partners Customer Engagement Support, and other support Consulting $ 67,969
CDW Canada Awards for customer engagement survey participation | Other Costs $1,194
Commerce Copy Printing Service Other Costs $ 965
Kinectrics Rate Application Preparation Support Consulting $ 5,000
Intervenors Intervenor Fees for 5 Intervenors @ $33,000 Intervenor Fees $ 165,000
OEB OEB Fees associated with 2023 COS Rate Application | OEB Fees $ 15,000

$ 766,415

a. Legal and consulting costs were not the subject of an RFP. Milton Hydro obtained quotes
from up to three vendors for legal and consulting fees if a sufficient number of vendors
were available to provide the needed service to support the 2023 Cost of Service rate

application.

b. Milton Hydro does not benchmark one-time regulatory costs. One-time regulatory costs
can vary significantly from distributor to distributor depending on the level of effort
required to prepare a cost of service rate application and the level of internal resourcing

distributors have available to prepare a cost of service rate application.

4-CCC-18

Ex. 4/p. 108

Please explain the extent to which Milton Hydro has benchmarked its Salary and Wages and
Total Compensation. Please provide any benchmarking studies undertaken related to total

compensation and employee count.
Response:

Milton Hydro has participated in the MEARIE Management Salary Survey. Milton Hydro plans to
provide a copy of the MEARIE Management Salary Survey to parties as soon as it resolves
disclosure issues with MEARIE. Milton Hydro is working to resolve disclosure issues with
MEARIE as quickly as possicle, and will file the report as soon as Milton Hydro hears from
MEARIE. At this time, Milton Hydro only provides a placeholder for this report in Attachment 4-1
MEARIE Management Salary Survey.

As referenced in Exhibit 4, page 124, Milton Hydro stated it intended to engage third-party

expertise to undertake a Job Evaluation (JE) review of each management and non-union role,
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against the Korn Ferry (formerly Hay Group) JE methodology and update and/or develop a Job

Description for each role.

As further referenced on page 124, Milton Hydro intends to engage a consultant to make
recommendations on a redesign of MHDI's current Salary Structure and once completed,
undertake a total compensation market-competitive review, utilizing the new Structure and JE

points for each role.

Milton Hydro has completed the first phase and the consultant has developed JE points for each
of Milton Hydro’s management and non-union roles and developed a set of consistent Job

Descriptions for each role.

Milton Hydro anticipates re-engaging the consultant at the end of 2022 or early 2023 to
undertake the second phase of redesigning its Salary Structure and completing a total

compensation review.

As referenced in Exhibit 4, page 124 phase two will include benchmarking total compensation
against a variety of market comparators, including against peer LDCs with similarly matched

roles.

4-CCC-19

Ex. 4/p. 110

Milton Hydro plans to add 10 new roles in 2022 relative to 2021. How many of these roles have

been filled so far? If they have not been filled when does Milton Hydro expect to fill them?
Response:
Please see response to 4-Staff-63.

4-CCC-20

Ex. 4/p. 126

In 2011 Milton Hydro’s Board of Directors approved a two-phase incentive plan. Please provide
a copy of that plan.
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Response:

Description of the incentive plan provided in Attachment 4-2 Incentive Plan - Management

Members.
4-CCC-21
i. Ex.4/p.134

Please explain how the $856,155 charge by Milton Hydro to Milton Hydro Generation Services
for Water Billing was derived. Does Milton Hydro benchmark these charges? If so, please

provide that analysis. If not, why not?
Response:

The question reference is corrected, the amount referenced is on page 140 of Exhibit 4. The

water billing service costs are comprised of:
i. direct labour charges from primarily the Customer Call Centre;
ii. direct labour charges to support billing services;
ii. allocation of facilities and building maintenance costs;

iv. allocation of Information Technology operating expenditures to support water billing
services which include technical support, recurring reporting development, meetings to
attend Region of Halton meetings, and a proportion of enterprise maintenance

expenditures;
v. allocation of Finance support costs to process and manage water billing receivables; and

vi. a proportional share of depreciation on capital assets used to deliver water billing
services such as the Customer Information System, building at 200 Chisholm road,

furniture and fixtures; and the Financial Management System.

Based on these costs, a rate per bill is established. The 2023 charge by Milton Hydro to Milton

Energy Generation Solutions was then derived as shown in the following, Table 4-15.
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of bills) (# of bills) Total # of bills
Residential 84,336 123,562 207,898
Commerecial 6,805 9,569 16,374
Total # Bills 91,141 133,131 224,272
Rate from MHDI $ 3.77 1% 3.85 3.85
Total Costs 343,601 512,554 856,155

Milton Hydro has not benchmarked these charges. Each distribution utility offers varying levels
of services to their townships or municipalities (i.e. collection services). Additionally, the
organizational structures, maturation of processes and procedures, information systems
sophistication of processes, collective bargaining agreements, and accounting practices (i.e.

capitalization processes) create differences across each utility.
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VULNERABLE ENERGY CONSUMERS COALITION
4-VECC-32

Reference: Exhibit 4, page 24

Table 4-9 Underground Locates

$380,000 S358200 $378,024 $373,373 S3s3 562 $338 981 $379,451 5368598 5437230 S443788
a. Please explain how the costs of locates is calculated for historical periods and the basis

of the estimates for the Bridge and Test years.
b. What is the current cost of locates in 2022 (please specify up to what date)?

Response:

a. The historical cost of locates are the actual costs that Milton Hydro paid to One Call and
Milton Hydro’s locate service provider to provide timely information of its underground
infrastructure as requested by excavators proposing to perform work within the Milton
Hydro service territory. The estimates for the Bridge and Test years include an increase

in demand for locates.
b. Underground locate costs as of May 31, 2022 are $191,204.
4-VECC-33

Reference: Exhibit 4, pages

Table 4-14 Customer Premise

Briage
“
Il“ OEB Zﬂ'l‘ K7 N 18 21"9 znzn Zﬂ?'l 202:
Actual
5382742

Customer Premise 5236633 5271 5302.153 5335633 5418935 5313415 5374771 5400418 537€.500

a. Please explain how the cost of customer premise services was calculated for the
historical years 2016-2021.
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b. Please provide the number of service requests for each year 2016 to 2021 and the
forecast calls for 2021 and 2022

c. Please provide the actual cost of customer premise service calls to date in 2022.

Response:

a. Customer premise service costs for the historical years 2016 - 2022 are based on actual
dollars spent on crew visits to accommodate customer requested service disconnections

and reconnections as well as to resolve no power calls.

b. Please refer to Table 4-16 below for a summary of the number of service requests for
each year 2016 to 2021 and the forecast calls for 2022 and 2023.

Table 4-16 Number of Service Requests 2016 - 2021

2017 2018 2019 2020 2021 2022* 2023*
730 661 714 650 690 901 689 723

* estimated using 5 year average actual number of calls from 2016-2020
** estimated using 5 year average actual number of calls from 2017-2021

c. The actual cost of customer premise service calls to date (May 2022) is $204,140.
4-VECC-34

Reference: Exhibit 4, page 57

a. MHDI is proposing to increase its community relations budget by about 10x the past
average amount. Please describe how the expansion of this program (and the cost) was

included in the customer engagement exercise.
Response:

a. Milton Hydro is on a quest to maximize the use of technology to improve service and
reduce cost. With every change in technology/service, there is a need to educate
customers. Investing in community relations will improve communications as Milton
Hydro evolves and help strengthen customers’ trust in Milton Hydro to efficiently deliver

safe, reliable services.
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The 2023 Test Year community relations program includes internal allocations of salaries
and associated payroll burdens for those employees who are directly engaged in
providing services to the community. This represents a change in planning methodology
relative to the 2016 Board Approved figures which allocated those employees to other
programs. Milton Hydro is focused on modestly increasing its presence in the community
and thereby developing programs that encourage employees to show presence in the
community through social events, milestone events for businesses, promotional/

sponsorship partnerships, and social media tools.

Milton Hydro notes that its customer engagement activities were based on a materiality
threshold described in Exhibit 1, subsection 1.4.7 of the application of $125,000. A
significant portion of these costs are offset from other programs as a result of a change

in allocation of salaries and associated payroll burdens to operating programs.

This increase, albeit modest, can be connected to the customer engagement survey
through the following: improve communications with customers and enhancing the
customer experience; and by being a more customer-centric organization by building

loyalty and trust through our community relations programs.

4-VECC-35

Reference: Exhibit 4, Appendix 2-JA / page 78

a. Are any costs of this application recorded in Appendix 2-JA or 2-JC for any period prior

to 20237 Specifically, is the $218,142 shown for 2021 actuals in Table 4-38 also included
in either or both Appendices?

Response:

a. Milton Hydro has not recorded any “One Time Costs” shown in Exhibit 4 Table 4-38 for

any period prior to 2023, specifically the 2021 cost of $218,142 was not recorded in 2021

as an operating expense in Appendices 2-JA and 2-JC.

4-VECC-36

Reference: Exhibit 4, page 63

a. Was the CDM specialist whose role was eliminated offered a new position within MHDI?
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Response:

a. Yes. The employee opted to retire and move to a third party provider of conservation

services.
4-VECC-37

Reference: Exhibit 4, page 67

Table 4-32 Management Consulting and Professional Fees

Historical Year Bridge
Year Teat Year
2016 OEB 2016 207 2018 2013 2020 an € Year 2022 2023
Description  Approved Actual Actual Actual Actual Actual Actusl Average Forecast Forecast
Management Conswlting & Prof. Fees 5304837  5309,643 5285734 5364376  5$340,109 $372.212  $916373  $497,944 3331984 3600043

a. MHDI proposes to increase its employee compliment by about 28% as compared to that
in 2016. The increase in FTEs which has a significant impact on ratepayers’ costs,
includes an enhanced IT department (Director, IT & Client Services) and enhanced
Corporate Finance department, and enhanced and Executive and Board expenses that
will increase from approximately $1 million in 2016 to $2 million in 2023 and include 2
new Vice-President roles. Given all of these (costly) resource additions in administrative
and executive functions please explain the rationale for the continuation of Management
Consulting and Professional Fees.

b. Please provide the fee invoices for all services provided by Milton Hydro Holdings in
2016 through 2021.

c. Please provide the contracts for services for fees charged by Milton Hydro Holdings for
the 2016-2021 period.

Response:

a. The variance explanations for the 2023 Test Year expenditure relative to the 2016 Board
approved were incorrectly represented. Management Consulting and Professional
expenditures increased by $295,186 due to: (i) $105,000 for cyber security audits and
monitoring to support the OEB cyber security framework; (ii) $66,000 to support labour
relations, arbitrations and grievances which were not included in the 2016 Board
approved figures; (iii) $60,000 for strategic consulting and business continuity planning
not included in the 2016 Board approved figures; and (iv) $50,094 related to general

inflation.
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The additional employee compliment were not hired to perform the roles and
responsibilities to complete cyber security audits and monitoring to support OEB security
audits. The costs to support labour relations, strategic consulting and business
continuity development require either legal expertise and/ or experience that are not

possessed by the proposed new employee compliment.

b. Milton Hydro does not issue invoices for intercompany charges. The charges are
processed via intercompany journal entries. Table 4-17 below provides the fees charged
to Milton Hydro Holdings for the period 2016-2021.

Table 4-17 Fees Charged to Holdings

Description 2016 Actual 2017 Actual 2018 Actual 2019 Actual 2020 Actual 2021 Actual

Fees 21,480 22,833 20,434 112,224 97,280 81,554

c. The services received from Holdings are based on the service level agreement from
Milton Hydro Holdings to Milton Hydro Distribution, see Attachment 4-3 Services
Agreement - MHHI and MHDI.

4-VECC-38

Reference:  Exhibit 4, page 68

a. If MHDI is a member of the EDA please provide the annual fees for each year 2016
through 2023 (forecast).

Response:

Table 4-18 provides the annual EDA membership costs for the period 2016 Actual to 2023 Test

Year.

Table 4-18 Annual EDA Membership Costs

2016 2017 2018 2019 2020 2021 Bridge 2023 Test

Description Actual Actual Actual Actual Actual Actual Year Year

EDA fees 70,964 71,642 73,111 74,580 76,049 76,840 76,840 71,725
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4-VECC-39

Reference: Exhibit 4, page 70

“2023 Test Year expenditures are $333,658 higher than 2016 OEB Approved, primarily due to:
(i) cost increases of $81,910 associated with annual inflation; (ij) $54,000 for annual software
maintenance expenditures to support technology investments during the rebasing period (omni
channel platform, process automation tools, HRIS and payroll systems); (iii) $50,000 for the
acquisition of a cloud based compliance reporting and management solution to deliver statutory,
management and regulatory more productively; (iv) $38,000 for higher software maintenance
costs on the Customer Information System ("CIS"); (v) $37,000 for increased software
maintenance costs related to the legacy Financial Management System; (vi) $34,000 for higher
license costs for Engineering systems and maintenance; (vii) increases in licenses related to
office products and cyber corresponding to increased headcount and rates; (viij) $32,000 for
increased in server support application expenditures; and (ix) $30,000 for services supporting
network and communication technology for delivering Advanced Metering Infrastructure
("AMI").”

a. For each of (i) to (ix) please provide the vendor notification of the maintenance cost
increase for 2022 and 2023.

Response:

a. Milton Hydro, as with all organizations with long term vendor relationships for enterprise
software, sees regular increases in software licensing and maintenance costs. To

account for the software changes, here are the three main drivers for the increases:

i. Virtually all of Milton Hydro software contracts see annual increases to account
for inflation and other vendor costs. Even in multi-year contracts, there is an
annual increase. Milton Hydro sees an annual increase from 2% to 5% a year for
maintenance and support. Increases are simply reflected in annual invoices vs.
being official communicated in a vendor notification letter. Milton Hydro has
completed a comprehensive search for specific, annual rate change notification
letters from vendors and has not received any. All annual (or other frequency)
increases, as stated were simply included in annual invoices. See answers ii and

iii for other reasons for software cost increases.
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ii. Software increases are also accounted for by new software coming on board at

this time. These include the following software:

1. HRIS/payroll,

2. Cloud based compliance reporting and management solution
3. Omni Channel

4. Process automation tools

iii. Some software maintenance expenditures increased as a result of the growing

customer base and increased employee count. These include:

1. AMI licensing as it is indexed to the number of meters and therefore

increased in costs as the number of meters increased.

2. Engineering Systems licensing as it is based on headcount.

3. MS Office and Cyber related licensing as they are based on headcount.

4-VECC-40

Reference: Exhibit 4, Appendix 2-M

a. Appendix 2-M shows the Board Annual Assessment cost in years 2016 through 2022 as
$93,000. What were the actual annual assessment charges from the Board for each of
those years?

Response:
Milton Hydro’s Actual OEB Annual Assessment costs from 2016 - 2022 are listed below. The

Annual Assessment fees for 2022 are a forecast, and will not be known until its 2022 Financial

Statements have been audited.



OEB Actual

Assessment

Charges

2016 $ 116,027
2017 $ 159,764
2018 $ 152,764
2019 $ 156,832
2020 $ 161,713
2021 $ 155,591
2022 Forecast $ 179,432

4-VECC-41

Reference:

Exhibit 4, page 94
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“Milton Hydro experienced a 100% turnover of its entire Senior 1 Management Team (SMT)

between August 2020 and January 2022. A new CEQO was hired in August 2020, a new Director,

Regulatory Affairs hired in September 2020, a new CFO hired in February 2021, and a new VP

Distribution Services was hired in January 2022.

Milton Hydro engaged a 3rd party consultant in 13 2021 to undertake a Resource Optimization

Review (Attachment 4-3).”

a. Were any of the executives or senior managers who left the Ultility (terminated or retired

on own volition) interviewed by the workforce consultant?

Response:

a. Yes- the consultant interviewed the former Director of Engineering and Operations.

4-VECC-42

Reference:

Exhibit 4, pages 95-

a. Please provide a list of all vacant positions at MHDI.
position has been vacant and the current status of recruitment.

Response:

Please include how long the

a. Table 4-19 below includes permanent positions (excluding students) as of July 5, 2022.
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4-19 List of Permanent Positions

Length of Vacancy (in

Job Description months) Status

Procurement Specialist Vacant since April 2022 Recruitment will begin in September 2022.
Vacant since September

Metering and Protection & Control Supervisor |2021 Actively being recruited.

Employee promoted to Operations Supervisor.

Lead Hand Vacant since May 2022 Position is actively being recruited.

Manager, Health and Safety Hired. Start date is July 18, 2022
Position not budgeted until

IT Infrastructure & Security Specialist 2023 Recruitment will begin in November 2022.
Position not budgeted until

Control Room Operator 2023 Recruitment will begin in October 2022
Position not budgeted until

Control Room Operator 2023 Recruitment will begin in October 2022
Position not budgeted until

Control Room Operator 2023 Recruitment will begin in October 2022
Position not budgeted until

Control Room Operator 2023 Recruitment will begin in October 2022

VP #1 Recruitment will begin in September 2022.

VP #2 Recruitment will begin in September 2022.
Position not budgeted until

Control Room Operator 2023 Recruitment will begin in October 2022
Position not budgeted until

Control Room Operator 2023 Recruitment will begin in October 2022

4-VECC-43

Reference: Exhibit 4, Appendix 2-K

a. Please amend Table 4-47 (Appendix 2-K) to show the total amount of capitalized and
expensed compensation for each year.

Response:

a. The following Table 4-20 provides the breakdown of Appendix 2-K compensation

between Operating and capital programs.

Table 4-20 Capitalized and Expensed Compensation

2016 Test 2016 2017 2018 2019 2020 2021 2023 Test

Approved Actual Actual Actual Actual Actual Historical Year

Capital/ Operating Splits

Capital 803,089 835,505 1,096,740 996,471 958,919 1,596,638| 1,249,254 2,025,750 2,066,265
Operating 6,273,121| 5,701,834| 5,802,148| 5,620,200| 5,719,882| 5,572,022| 6,390,461| 7,438,393| 9,211,424
Total 7,076,210 6,537,339| 6,898,889| 6,616,671| 6,678,801| 7,168,660 7,639,716| 9,464,142| 11,277,689
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4-VECC-44

Reference: Exhibit 4, Appendix 2-K3

“In 2021, Milton Hydro eliminated its Director Engineering position and replaced it as a VP
Distribution Services position. This was accomplished with no impact to salaries and/or
benefits.”

a. Please provide the salary bands for the former Director position and the new VP

Distribution position.

b. Is the VP position eligible for performance incentives? If so what is the maximum
performance benefit attainable?

c. Was the former Director position eligible for performance incentives?

Response:

a. The salary band for the Director position and VP, Distribution Services remain the same.
Table 4-21 details the forecasted 2023 salary band for the position.

Table 4-21 Grade 6 Forecasted Salary Band

Base Salary Base Salary Base Salary

Minimum Midpoint Maximum
6 150,169 168,948 187,728 20.0 %

b. The VP, Distribution Services is eligible for an annual performance incentive. The
maximum performance incentive that can be attained is 20% based on the delivery of

goals and objectives set out each year.

c. Yes. The Director, Engineering was eligible for an annual maximum 20% performance

incentive.
4-VECC-45

Reference: Exhibit 4, pages 101-

a. Please provide the job descriptions/responsibilities for (1) VP Customer Experience; (2)
Process Improvement Officer and (3) Manager People & Culture.
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Response:

The job description for the VP Customer Experience is provided (Attachment 4-4 JD VP
Customer Experience), the Process Improvement Officer is provided (Attachment 4-5 JD
Process Improvement Officer), and the Manager People & Culture is provided (Attachment 4-6

JD Manager, People & Culture).
4-VECC-46

Reference:  Exhibit 4, pages 116 / Appendix 2-JC

“In 2022, Milton Hydro will hire its first dedicated in-house Manager H&S, eliminating the cost of
contracting out, resulting in a slight net savings to Milton Hydro Customers.”

a. Please identify the programs in Appendix 2-JC where savings occur in 2023 as a result

of bringing in-house the Manager of H&S.
Response:

a. The program is under ‘General Administration’ under the subprogram ‘Human

Resources’.
4-VECC-47

Reference: Exhibit 4, pages 116 / Appendix 2-JC

a. A number of the new positions are replacing formerly outsourced roles (e.g., Manager of
H&S, Engineering Technologist etc.). Please identify all new positions since 2016 which
are replacing previously outsourced roles.

b. Please identify the amount of the reduction due to the removal of these outsourced roles
in each of 2022 and 2023 and identify the Appendix 2-JC program where the savings

occur.
Response:

a. The following list of positions in the 2023 Test Year are replacing previously outsourced

roles:

i. Manager, Health and Safety;
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ii. Engineering Technologist; and

iii. Control Room Operators.
Control Room Operations are currently outsourced to Burlington for daytime operations
only. Milton Hydro incurs charges for after hour support are contracted with a third party
provider as well as with Burlington Hydro for extreme weather events.

b. Milton Hydro incurred $138,852 in operating expenditures for the Manager, Health and
Safety in the 2021 Actuals. The 2023 Test Year expenditures include expenditures of
$134,723 resulting in modest annual savings of $4,129.

Prior to the 2022 Bridge Year, Milton Hydro engaged third parties to manage the capital
design work that was in excess of its internal resourcing capacity. The increased
population and customer growth in Milton has resulted in increased volumes of work for
the Engineering team, specifically the Engineering Technicians. The in-sourcing of the
Engineering Technician position would not result in operating savings found in Appendix
2-JC.

The Control Room Operators are categorized in the ‘Control Room Service’ program
within Appendix 2-JC. The reductions of in-sourcing a 24/7 Control Room result in
savings of $247,100.

4-VECC-48

Reference: Exhibit 4, pages 123-

“...in 2022 Milton Hydro will review each management and non-union role, against the Korn
Ferry (formerly Hay Group) Job Evaluation (“JE”) methodology.”

a. Does the 2023 compensation forecast anticipate any changes to compensation that

might result from the compensation review that Milton Hydro is undertaking?
Response:

Milton Hydro does not have a preconceived notion on whether any changes to compensation

are anticipated. Milton Hydro has engaged a third-party provider to complete the compensation
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review with the anticipation that a recommendation will be provided by Q4 2022. To confirm, the

2023 Test Year wages and salaries are based on the existing compensation structure.
4-VECC-49

Reference:  Exhibit 4, pages 126-

a. Please explain how employee incentives are related to outage and outage durations and
specifically outages due to defective equipment.

Response:

Management or non union employees are eligible for a target incentive based on their position.
The incentive is based on two components: a corporate (organization based) and individual
targets. Corporate objectives are established at the beginning of each fiscal year. Within the
corporate objectives, there is an operational category that measures the reliability, outage and
outage durations. These audited achieved outcomes are measured against the objectives to
determine the incentive based on a weighted percentage of all objectives. This measure is

based on a 5 year sliding window average of reliability.

Measures that fall outside the five year average will not have any incentive paid against them,
while achieving an annual reliability performance above the 5 year average will drive a larger
payout. As this is achieved on an annualized basis, the result over the long term is that the 5
year average for reliability should increase year over year. Using this mechanism, management
is incented to continually improve on its 5 year reliability numbers in order to achieve maximum
incentive and benefiting the customers. Annual performance that does not improve the 5 year

average results in a reduction or loss of incentive.

Defective equipment are included in the operational results should they contribute to outages

and outage durations.
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4-VECC-50

Reference: Exhibit 4, pages 126-

a. MHDI cost-benefit analysis for an in-house SCADA control system relies significantly on
improvements in reliability. Please explain how system reliability changes will be used to
calculate actual benefits once the control centre is in operation.

Response:

Reliability improvements are one aspect of the cost-benefit analysis.The improvements to
reliability help customers primarily by shortening outages and reducing the losses that

customers would otherwise realize, primarily commercial and industrial customers.

The Interruption Cost Estimate (ICE) Calculator (whose development was sponsored by the US
Department of Energy) was used to estimate the benefits to customers based on defining

improvements in reliability of past years.

Once the control room is operational, Milton Hydro can calculate the SAIDI/SAIFI numbers using
OMS data and then apply this information to the ICE calculator to compute savings. The
differential of customer savings from previous data and new data will demonstrate the actual

benefits received.

Subijectively, Milton Hydro staff will look at historical outage data comparing new response
quality and that experience previously with the outsourced contracts, as well as surveying field

staff as to their experience and interactions.

4-VECC-51

Reference: Exhibit 4 Attachment 4-1, page 4, Attachment 4-2, page13

a. For each of the Utilities shown in Table 1 with in-house control rooms please provide the
annual operating costs for the centre (as found for example in a prior Board cost of
service application).

b. For each Utility shown in Table 1 as having an in-house SCADA centre what was the

number of centre operators and supervisors employed by that Utility?

c. Which of the Utilities shown in Table 1 with an in-house control room operate their facility
24/77?
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d. Please identify any of the Utilities in Table 1 with an in-house control room that share

those facilities with another utility.

Response:

The information requested for items a, b and c is included in Table 4-22.

Table 4-22 Distributor Control Room Comparison

Distributor

2020 Customer
Count

In-house Control
Room Y/N

Operating hours

Control room
operating hours
and total staff
including

supervisors as
applicable

Control Room
Costs where
available based on
Cost of Service
(COS)
applications,
Exhibit 4,
Appendix 2-JC

Energy Inc.

Essex Powerlines 30,661 No N/A N/A N/A
Corporation
Sault Ste. Marie 33,751 Yes 7-4 Monday to | 1 Operator weekday 2018 COS:
PUC Distribution Friday,| business hours and 2016 Actuals:
Inc. On-call service| one supervisor who $232,038
evenings and can fill in 2018 test year
weekends $214,485
Bluewater Power 36,916 Yes 7-4 Monday to | 2 full time Operators 2013 COS:
Distribution Friday, with an on-call 2011 Actuals:
Corporation On-call service Operator plus $212,873
evenings and supervisor 2013 test year
weekends to $221,350
confirm
Brantford Power 40,662 No N/A N/A N/A
Inc.
Newmarket-Tay 44187 Yes 7-4 Monday to| 2 trained operators| 2010 COS: control
Power Distribution Friday,| & 1 apprentice with| room costs are not
Ltd. On-call service| another staff who is available
evenings and a trained operator
weekends and can fill in
Greater Sudbury 47,865 Yes 24/7 Monday to 4 operators on 24| 2020 COS: control
Hydro Inc. Friday| hours during week| room costs are not
On-call service days. On-call available
weekends operator on
weekends.
Supervisor also a
trained operator
Synergy North 56,887 Yes 2417 1 Supervisor & 7 2017 COS
Corporation operators 2015 Actuals:
$944,180
2017 test year
$1,051,541
Niagara Peninsula 56,973 No N/A N/A N/A
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Waterloo North 58,438 Yes 24/7| 24/7: 1 Supervisor 8 2021 COS
Hydro Inc. operators including 2019 Actuals:
a rotation for $1,143,723
operations planning 2021 test year
$1,141,437
Oshawa PUC 59,486 Yes 247 24/7: 1 Supervisor| 2021 COS: control
Networks Inc. and at least 5| room costs are not
operators, probably available

6
Entegrus 60,587 Yes 7-3:30 Monday to 2 operators on| 2016 COS: control
Powerlines Inc. Friday,| weekday business| room costs are not
On-call service hours and one on available

evenings and| call for after hours

weekends

Energy+ Inc. 67,303 Yes 24/7 1 Supervisor, 5| 2019 COS: control
Journeyperson| room costs are not
SCOs, 3 Apprentice available

SCOs

For item d, in Table 4-11 above, there are no utilities that share a control room. Utilities have

either merged into one utility, or utilities have outsourced their control room services to others.

4-VECC-52

Reference:

Exhibit 4, Attachment 4-1, Table 6, Attachment 2 Section 3.2

Table 6: Comparison of Cumulative Costs and Savings

Option 1: 24/7 in Option 2: In-House Option 3
house Day, Outsourced After | Outsourced 24-7
Hours coverage
One Time Costs $512,000.00 $555,500.00 $117,500.00
Annual Costs $1,532,975.00 $774,000.00 $1,633,100.00
Potential Annual Customer
Benefit $1,235,064.39 $0 $1,235,064.39
Net Year 1 ($809,910.61) ($1,329,500.00) ($515,535.61)
Cumulative Cost 5 Years $8,176,875.00 $4,425,500.00 $8,283,000.00

Cumulative Savings 5 Years

$6,175,321.95

$0

$6,175,321.95

Net Year 5

(52,001,553.05)

($4,425,500.00)

($2,107,678.05)

Cumulative Cost 10 Years

$15,841,750.00

$8,295,500.00

$16,448,500.00
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Cumulative Savings 10 Years
$12,350,643.90 $0 $12,350,643.90

Net Year 10 ($3,491,106.10) ($8,295,500.00) ($4,097,856.10)

a. Please show numerically how the amount of “Potential Annual Customer Benefit” of

$1,235,064.39 is derived by explaining the assumption for each variable - specifically:

i.  how the “Without” and “With Improvement” values in Attachment 4-2 Table 17 are

derived;

ii. showing the value assigned to reduction in outages and outage restoration for

each customer class;

iii.  showing the basis for assuming any improvement in outage or outage duration in

moving from outsourced (existing) to in-source SCADA control centre

b. Please provide all the variable inputted into the ICE model to perform the calculation
supporting $1,235,064.39 in benefits

Response:

i. The “Without improvement” values are the estimates of the total customer
interruption costs based on the actual 2011-2021 SAIDI/SAIFI number for Milton
Hydro. The “With Improvement” values are the estimates of the total customer
interruption costs with SAIDI/SAIFI improved by 20% averaged over 2011-2021.

ii. The ICE tool provides the ability to apply the improvement only on the total
annual SAIDI/SAIFI numbers. It does not have a feature to change the SAIDI/

SAIFI numbers per customer class.

iii. Attachment 2, Section 3.2.3, page 211, describes multiple scenarios and typical
correlating operator response times. The assumptions for response times and
any improvements is based upon the AESI’s experience and expertise. These
reaction times are then input into the ICE model to calculate the differential and

improvement.
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b. The basic variables for Milton/Halton in the “Lookup Table” of ICE are extracted in Table

4-23 below arranged vertically.

Table 4-23 ICE Model Basic Variables Lookup

Place Milton

Number of Accounts by Rate |Residential 38063
Class Small C&l 2781
Medium and Large C&l 377
Annual Usage per Customer |Residential 9.34
(Mwh) Small C&l 28.75
Medium and Large C&l 1251.28
Median HH Income 104730
Number of Residents Per 0-6 Years Old 0.30
Household of Age 7-18 Years Old 0.60
19-24 Years Old 0.31
25-49 Years Old 1.29
50-64 Years Old 0.78
65+ Years Old 0.39
Type of Housing Detached 60.0%
Attached 20.0%
Apartment / Condo 18.0%
Mobile homes 2.0%
Manufactured Housing 0.0%
Other or Unknown 0.0%
Industry Percentages - Small [Agriculture, Forestry and 1.1%
Cé&l Mining 0.0%
Construction 9.9%
Manufacturing 3.5%
Transportation, 4.3%
Wholesale & Retail Trade 20.7%
Finance, Insurance & Real 11.2%
Services 49.2%
Public Administration 0.0%
Unknown Industry 0.1%
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Industry Percentages - Agriculture, Forestry and 0.0%

Medium and Large C&l Fishing
Mining 0.0%
Construction 2.1%
Manufacturing 32.0%
Transportation, 7.8%
Communication & Ultilities
Wholesale & Retail Trade 17.7%
Finance, Insurance & Real 4.2%
Estate
Services 33.0%
Public Administration 2.3%
Unknown Industry 0.1%

Regional Characteristics - 2016 GDP ($ Millions) 2,945

Medium and Large C&l 2016 Non-residential Usage 556,798
(MWh)

Power Interruption Timing Morning 25.0%
Afternoon 20.8%
Evening 20.8%
Night 33.3%
Summer 33.3%
Weekday 71.4%
Advanced Warning 0.0%

The following Table 4-24 is from the first page of the ICE tool from the Main page. Note that the
ICE tool uses minutes for CAIDI and SAIDI rather than hours. The improvement table is for
20%.

Table 4-24 Forecast of Reliability

Forecast of Reliability without Forecast of Reliability with

Improvement: Improvement:
2011 1.120 56.3 63.0 1.120 45.0 50.4
2012 1.050 46.3 48.6 1.050 37.0 38.9
2013 0.990 481.2 476.4 0.990 385.0 381.1
2014 1.060 69.1 73.2 1.060 55.2 58.6
2015 0.230 80.9 18.6 0.230 64.7 14.9
2016 0.590 75.3 44.4 0.590 60.2 35.5
2017 0.490 74.7 36.6 0.490 59.8 29.3
2018 1.180 125.6 148.2 1.180 100.5 118.6
2019 0.580 34.1 19.8 0.580 27.3 15.8
2020 1.150 79.3 91.2 1.150 63.4 73.0
2021 0.564 79.0 44.6 0.564 63.2 35.7
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The above two sets of tables are the input variables that are specific to Milton Hydro and which

were used for the savings estimates.

4-VECC-53

Reference: Exhibit 4, Attachment 4-1, Table 3, Appendix 2-JC

a. Please reconcile the total annual operating costs of $1,586,275 shown in Table 3 with
the Control Room Services costs of $1,155,897 shown for 2023 in Appendix 2-JC
(OM&A Programs Table).

Response:

As previously discussed in 4-Staff-72, the annual operating costs of the Control Room Business
Case was derived from the AESI Report - Control Room Exhibit 4 Attachment 4-2. Milton Hydro
will introduce Six Sigma process flows to deliver efficient process within Control Room
Operations leading cost savings relative to the AESI report. The supervision of the Control
Room will be initially carried out by the existing Manager, System Planning and Reliability. As a
result, the 2023 Test Year budget ($1,155,897) does not include supervisory costs; the Control

Room Business Case budget value ($1,586,275) includes this cost.

The difference between the proposed 2023 Test Year budget and Table 3 Control Room
Business case budget is summarized in Table 4-25 below. Although the Business case justified
$1,586,275, Milton Hydro budgeted less, $1,155,897 incorporating efficiencies.

Table 4-25 Control Room Business Case Budget vs. 2023 Test Year Budget

Control Room Business Case budget value ($) $ 1,586,275
2023 Test Year budget $ 1,155,897
Difference $ 430,378
Fully Burdened Supervisor $ 181,000
Differences in the benefit burden assumptions fringe and statutory benefits $ 165,000
Lower Non Labour Expenditures for subscriptions and memberships, software $ 84,000
license and maintenance costs, and other miscellaneous expenditures to support

operations
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INDEPENDENT PARTICIPANT

4-JOL Shewchun-4

Human Resources

References:Resource Optimization Review Report, Exhibit 4,Attachment 4-3
Executive and Board, Exhibit 4, 4.3.4.4

Customer Engagement Survey,Exhibit 2,Attachment 2-2,DSP Appendix J OEB
2020/21 Year Book Of Electricity Distributors

In the Resource Optimization Review Report, it states: "Milton Hydro has maintained a
workforce well below the average of its large-size LDC". Throughout the application Milton
Hydro refers to itself as a large-size LDC and comparisons are continually made to large-size
LDC's as justification for this increase. In contrast, In The Customer Engagement survey, which
was conducted among Milton Hydro Customers, it states: Milton Hydro has been operating as a
small sized electricity distributor...the community has grown to the point that we must now

operate as a medium sized electricity distributor.”
a. Please explain this contradiction.

b. Why didn't Milton Hydro make comparisons to mid-sized LDC's through out the

application?

Milton Hydro states that it has maintained a workforce well below the average of its
large-sized LDCs. Milton Hydro with a customer base of 41 221 is compared to LDCs

with a customer base of over 50 000 customers:

Waterloo North 58,432
NPEI 56,973
Energy+ 67,303
Oshawa Power 59,496

c. Milton Hydro adds approx. 1 000 customers per year, would you agree that it would take

26 years for Milton Hydro to match the customer base which currently exists at Energy+?
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d. At a rate of Milton Hydro adding approx.1 000 customers per year, would you agree that
in 2027, Milton Hydro will have a customer base of 47 227, still well below the large-

sized LDCs used for comparison purposes?

e. Please provide a comparison to mid-sized LDCs where the customer base is more
closely aligned with Milton Hydro: e.g. Brantford Power, Newmarket Power, Greater

Sudbury, Peterborough Utilities.

There were 11 Line People in 2016 and this was downsized to 8 in 2021. Milton Hydro was or is

seeking to hire 2 Line People.

f. Have the 2 Line People been hired? If not, what timeline exists for their hiring.

g. Would you agree that line people are critical to the operations of Milton Hydro, especially

during power outages?
h. Why would Milton Hydro only be replacing 2 Line People?
i. What specific actions did Milton Hydro use to attract and maintain its Line People?

Milton Hydro has been outsourcing Line People, and there are plans to increase oursourcing/

contracting out of its trades personnel from 20% to 60%.
j- What is the rationale for increasing outsourcing/contracting out?

Milton Hydro states that an in-house Control Room is superior to outsourcing the Control Room.
k. Wouldn't this apply to Line People positions? Please explain your answer.

The executive Board and expenses in 2016 were 1 083 873, In 2023 they are 2 074 802, an
increase of $990 929.

I. Please provide the rationale and details for this increase including positions, the need for

these positions and total remuneration.

m. Has most of the hiring, since 2019, been for executive positions?
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Response:

a. The customer engagement survey was completed in the fall of 2021. This was early in
the rate application process and prior to the OEB establishing classifications related to
utility size. Subsequent to Milton Hydro conducting its customer engagement survey, in a
letter from the OEB dated February 22, 2022% the OEB indicated that there were two
classifications related to utility size, small distributors with less than 30,000 customers
and large distributors, those exceeding 30,000 customers. Further, in a letter from the
OEB dated April 18, 2022%° the OEB defined small electricity distributors as those with
fewer than 30,000 customers, and large distributors as those with 30,000 customers or
more. Milton Hydro conducted its customer engagement prior to the OEB defining these
two distinct sizes of distributors. Once the OEB defined the two size classifications of
electricity distributors, Milton Hydro correctly referred to itself as a large distributor within

its rate application.

b. The comparators utilized in Exhibit 4, Table 4-40, page 82 were provided to highlight that
Milton Hydro has maintained a workforce well below the average of its LDC peers. At
the time of writing Exhibit 4, as referenced in response a) above, the criteria for
categorizing the size of LDC’s had not been established by the OEB. Table 4-40
provided a benchmark comparison against a mix of utilities with both larger and smaller
numbers of Customers. As referenced in Exhibit 4, page 82 Milton Hydro’s Customer to

FTE ratio (808:1) is far above its comparators.

c. Milton Hydro has added 21,363 customers from 2005 to 202024; it plans to add
approximately 1,000 new customers in 2023; based on the GSAI report it is projected
that 9,200 new residential customers would be added in 6 years®; and as per Exhibit 1
Table 1-2 Halton Region Utilities - Customer Base Growth, it is projected that 17,197
customers would be added from 2020 to 2031. If Milton Hydro’s customer base grew by
approximately 1,000 customers per year from 2020, its customer base would grow from
41,221 to 67,221 in 26 years.

22 OEB letter dated February 22, 2022, EB-2022-0096 Consultation on Updates to Filing Requirements for Electricity
Distribution Cost of Service Rate Application.

23 OEB letter dated April 18, 2022, 2023 Cost of Service Filing Requirements.

24 2005 OEB Yearbook, and 2020 OEB Yearbook

25 Exhibit 2, Attachment 2-2 DSP, Appendix G, GSAI Projected Growth Analysis Study (2021) Table 4: 2022 to 2027 -
Annualized Ground Related Housing Units Breakdown.
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d. Assuming Milton Hydro’s customer base grew by 1,000 customers per year Milton
Hydro’s customer base would be 48,221 by the end of 2027.

e. Table 4-26 below provides the comparison requested. As noted, two (2) of the
comparators have a lower Customer to FTE ratio and two (2) have a higher ratio than
MHDI.

Table 4-26 Customer Base to Employees Ratio Comparison

Brantford = Newmarket Greater Peterborough

Milton Hydro Power Power Sudbury Utilities

# of customers 41,221 40,662 44187 47,865 37,467
# of employees 51 63 58 59 35
Ratio 808:1 645:1 762:1 811:1 1070:1

Based on the 2020 OEB Year Book of Electricity Distributors, MHDI operates with the 6th
‘highest’ ratio of Customers to FTE’s of all Distributors included in the OEB Year Book
statistics. See Table 4-27 below. Of the 6 distributors with the highest customers per
employee ratios, three are large distributors, including Milton Hydro. The other two large
distributors are Greater Sudbury and Peterborough Utilities. Although Greater Sudbury
has a slightly higher Customers per Employee ratio than Milton Hydro, it has a 28.3%
higher OM&A costs per customer ratio of $329.10 as compared to Milton Hydro’'s OM&A
per customer ratio of $256.59. Milton Hydro’s Customers per Employee ratio may not be
reasonably compared to Greater Sudbury as it is unknown if the work that is contracted
out, is like for like. In addition, Peterborough Ultilities may not be reasonably compared
with Milton Hydro either, as Peterborough Utilities merged with Hydro One in 2020 and it
is unknown what the impact of the merger on Peterborough Utilities cost structure,

employee counts, and contracted work is.

In addition, when comparing Milton Hydro’s customer base growth to that of other
distributors, it is by far, the fastest growing utility in the province and has been so for
years. See 1-SEC-020 Table 1-8, which compares the growth, from 2005 to 2020, of all
licensed distributors in the province as of December 31, 2020. Milton Hydro has organic
growth of 107.58%; more than doubling its customer base since 2005%. Greater

Sudbury’s customer base grew by 4.25% during the same period and Peterborough

% Organic growth is being referred to in the context of natural growth from customer expansions and connections,
growth excluding MAADs impacts.



Milton Hydro Distribution Inc.
EB-2022-0049

Interrogatory Responses
Page 264 of 301

Filed: July 25, 2022

Utilities customer base grew by 11.74% for the same period. Milton Hydro has not been
a steady state utility like Greater Sudbury and Peterborough Utilities, who have had
years to mature their operations and establish productive business process without the
affects of constant growth in customer base as Milton Hydro. Low growth utilities simply
do not need to be as concerned about adequately scaling their business processes and
digital systems to the same degree as a high growth distributor, since they are not
growing much. Milton Hydro on the other hand has historically had such rapid growth,
that its processes have not had the opportunity to mature, and the digital systems used

are not adequately accommodating the growth over time.

Table 4-27 Statistics by Utility For the Year Ended December, 31, 2020

Distributor

Utility
Size

Number of
Metered
Customers

OM&A Per
customer

FTE Customers per

Employees

Employee

Northern Ontario Wires Inc. Small 5,929 466.09 3.5 1,694.00
Hydro Hawkesbury Inc. Small 5,474 210.59 5.0 1,094.80
Peterborough Distribution Incorporated Large 37,467 254.91 35.0 1,070.49
E.L.K. Energy Inc. Small 12,611 195.62 14.0 900.79
Greater Sudbury Hydro Inc. Large 47,865 329.10 59.0 811.68
Milton Hydro Distribution Inc. Large 41,221 256.59 51.0 808.25
Grimsby Power Incorporated Small 11,684 307.15 14.7 794.29
Oshawa PUC Networks Inc. Large 59,486 236.28 75.9 783.74
Essex Powerlines Corporation Large 30,661 259.80 40.0 767.10
Newmarket-Tay Power Distribution Ltd. Large 44,187 284.12 58.0 761.84
Lakeland Power Distribution Ltd. Small 13,936 389.56 19.2 726.59
Alectra Utilities Corporation Large 1,062,040 260.94 1,463.8 725.54
Oakville Hydro Electricity Distribution Inc. Large 74,001 258.73 102.0 725.50
Burlington Hydro Inc. Large 68,568 297.31 97.0 706.89
Elexicon Energy Inc. Large 169,489 257.53 246.5 687.72
Welland Hydro-Electric System Corp. Small 24,054 284.35 35.9 670.21
Westario Power Inc. Small 23,953 253.85 35.8 668.52
Wasaga Distribution Inc. Small 14,238 248.22 21.4 664.40
Brantford Power Inc. Large 40,662 303.11 63.2 643.79
Orangeville Hydro Limited Small 12,697 255.49 19.9 636.76
EPCOR Electricity Distribution Ontario Inc. Small 18,203 339.18 29.5 616.22
Lakefront Utilities Inc. Small 10,639 258.28 17.4 611.09
Hydro Ottawa Limited Large 346,347 241.99 580.6 596.53
Niagara-on-the-Lake Hydro Inc. Small 9,632 312.01 16.4 586.24
Entegrus Powerlines Inc. Large 60,587 235.28 108.0 560.99
Energy+ Inc. Large 67,303 283.82 121.0 556.22
North Bay Hydro Distribution Limited Small 24,290 283.76 43.8 554.06
ENWIN Utilities Ltd. Large 90,104 299.16 165.0 546.08
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Toronto Hydro-Electric System Limited Large 779,176 369.87 1,431.6 544.28
Festival Hydro Inc. Small 21,654 285.30 40.0 541.35
Kitchener-Wilmot Hydro Inc. Large 99,026 219.43 183.8 538.83
Centre Wellington Hydro Ltd. Small 7,283 337.17 13.5 538.68
ERTH Power Corporation Small 23,547 315.41 44.0 535.16
London Hydro Inc. Large 162,140 250.58 303.0 535.12
Waterloo North Hydro Inc. Large 58,438 247.32 119.0 491.08
Espanola Regional Hydro Distribution Corporation Small 3,328 457.31 7.0 475.43
Halton Hills Hydro Inc. Small 22,564 297.91 49.0 460.49
Synergy North Corporation Large 56,887 289.23 129.0 440.98
PUC Distribution Inc. Large 33,751 339.87 78.3 430.88
Renfrew Hydro Inc. Small 4,345 324.13 10.7 406.45
Rideau St. Lawrence Distribution Inc. Small 5,899 388.00 14.9 395.64
Tillsonburg Hydro Inc. Small 7,719 368.29 20.2 381.56
Hearst Power Distribution Company Limited Small 2,659 409.28 7.0 379.86
Innpower Corporation Small 19,281 332.21 51.0 378.06
Orillia Power Distribution Corporation Small 14,552 430.05 39.0 373.13
Sioux Lookout Hydro Inc. Small 2,841 525.50 8.0 355.13
Canadian Niagara Power Inc. Small 29,718 323.46 87.0 341.59
Wellington North Power Inc. Small 3,859 487.90 12.0 321.58
Bluewater Power Distribution Corporation Large 36,916 356.51 116.5 316.85
Hydro One Networks Inc. Large 1,361,102 416.84 4,451.0 305.80
Fort Frances Power Corporation Small 3,761 451.29 12.6 297.78
Chapleau Public Utilities Corporation Small 1,223 686.31 5.0 244.60
Atikokan Hydro Inc. Small 1,627 699.72 7.0 232.43
Algoma Power Inc. Small 12,124 1,113.41 59.0 205.49

1 - Source 2020 OEB Yearbook. Note the following distributors not included as there were no FTE's in the 2020 Year Book.
Niagara Peninsula Energy Inc.

Kingston Hydro Corporation

Ottawa River Power Corporation

Cooperative Hydro Embrun Inc.

Hydro 2000 Inc.

f. Yes, the 2 Power Line Technicians roles were hired in November 2021, and a Power

Line Technician - Apprentice was hired in 2022.

g. Yes, Power Line Technicians are critical to the day-to-day operations of Milton Hydro,

along with progressing capital projects and providing support during power outages.

h. Milton Hydro found it challenging to hire PLT's due to availability and market conditions.
The hiring of 2 PLTs is the start of bringing resources "in-house". In the meantime,

Milton Hydro will need to continue to rely on contract resources for a portion of this work.
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i. The attraction process for these roles included job postings internally at Milton Hydro
and through MEARIE. Milton Hydro provided details on the total compensation package
available for this role, which included the newly added opportunity to bank 40 hours of
overtime versus the previous 24 hours. The Milton 2.0 organizational approach and new

management team was also highlighted.

j- As per Exhibit 4 page 103 of 166. Milton Hydro’s historic ratio of contracting out was
(80%) vs in-house work (20%). Milton Hydro has started repatriating these positions and
is undertaking to make a shift to more in-sourcing of work so the ratio of in-house vs

contracting out increases in favour of in-house.

k. Yes it does apply to Power Line Technicians, and Milton Hydro is increasing the number

of in-house Power Line Technicians, noted in j) above.
I.  Please refer to Milton Hydro’s response to the question in 1-CCC-9 and 4-VECC-45.

m. Please refer to Exhibit 4, Table 4-48, page 109. In 2019 Milton Hydro employed three (3)
executive roles and it plans to increase executive level roles by two (2) over the term of
the rate plan. As documented in Exhibit 4, Table 4-49 page 110, the maijority of the

hiring since 2019 is for non-executive roles.

4-JOL Shewchun-6

Information Technology: Exhibit 4

In the absence of the complete PWC It Strategy and Roadmap report, a suitable analysis is not
possible and this is troublesome, since the expenditures for IT are very high, over a million

dollars.

a. Please provide the rationale, suitability, total costs and cost benefits for the Omni

Channel Engagement.

b. Please provide complete information in regard to the legacy Financial Management

System.
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c. Please provide more information in regard to the hiring of a Director of Information
Technology and Client Services and specifically what kind of oversight will be provided in

executing Milton Hydro's IT strategy.

d. Please provide detailed information on the hiring of a IT Security and infrastructure
Specialist and how the security and ongoing protection of Milton assets and data will be

impacted.

e. Some information technology requirements mentioned are: Open Data, Shared First,
Agile. Please provide a complete listing of software that Milton Hydro is purchasing or is
planning to purchase, complete costs and explain the importance of this software to the

daily operations of Milton Hydro.
Response:

a. The primary benefit of the OMNI Channel platform is to enable cost effective
communication with customers on their channel of choice. This will reduce repeat calls,
reduce the number of voice calls which are traditionally the highest cost channel,
increase customer satisfaction and improve the efficiency and effectiveness of call
centre agents and the communication team. This will be most evident in major storms.
The system will also have the potential to improve restoration times with quicker and
more accurate customer outage information. As per the PWC Report (Name: Milton
Hydro PwC IT Strategy & Roadmap Final Report Summary) that is referenced in
Evidence in the following location: (Letter to Request to Amend Application and Evidence
Filed May 25, 2022), the following elements help to further justify the need for the OMNI

Channel system;

* P15 (in the summary report); ... an enterprise wide system to submit service requests
that will help to prioritize and manage support services and...will ideally integrate with

modern omnichannel solution

* P21 (in the summary report) Costs for the OMNI channel system as articulated in the
PWC summary report includes implementation and licensing costs for 10 users but

excludes project management, data migration and custom configuration costs.
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* P5 and P8. (in the summary report) Highlights the need for Milton Hydro to create,
manage and maintain a 360 degree view of the customer to maintain efficient
operations. It was important enough to be classified as a guiding principle “Customer-
Centric. Place customer at the heart of our decision-making process and enable a 360
degree view of customers to standardize and provide seamless omni-channel

customer experience.”

* P11 (in the summary report) Highlights how the OMNI channel software is key to
creating a unified customer experience and how it will streamline customer
interactions and consolidate key information (e.g. customer feedback, issues,
complaints) for the customer service representatives. This is key to driving

efficiencies in the call centre by reducing the incidence of costly repeat calls.

b. Milton Hydro has used the legacy Financial Management System (Cayenta) for over 13
years. It contains modules for General Ledger, Purchasing, Accounts Payable, Accounts
Receivable, Fixed Assets, Inventory, and Work Orders. Since 2016 Cayenta has stopped
making enhancements and modifications to the production environment. It is expected
that this version will eventually not be supported at all. Cayenta lacks efficiency,
capability, and functionality to deliver the necessary operational and reporting needs of
the organization. The inefficiencies of the ERP and current workarounds will not
sustainably support Milton Hydro as a growing utility. Cayenta also lacks the ability to

effectively integrate with modern systems.
c. Please reference Exhibit 4, Page 114 of 166, of the application.
d. Please reference Exhibit 4, Pages 104 to 105 and 119 of 166, of the application.

e. Shared first authorship is about multiple authors contributing to a single document. In the
case of Milton Hydro, Shared first it is a concept of shared enterprise planning to
minimize cost and maximize efficiency. Shared first for Milton Hydro is not about 2
authors sharing credit for a particular document or response. For Milton Hydro, planning
for all technology investments is about all employees in the organization sharing ideas

and requirements to implement the best solutions.

In reference to the key, strategic software Milton Hydro has purchased or is purchasing,

see also answers A i,ii and iii in response to question 4-VECC-39. The reasons for all



Milton Hydro Distribution Inc.
EB-2022-0049

Interrogatory Responses
Page 269 of 301

Filed: July 25, 2022

the strategic software being purchased by Milton Hydro has also been articulated
throughout the entire response to many other questions as well as the strategic software
forms the basis of the digital transformation required to modernize Milton H