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--- On commencing at 9:32 a.m.

MS. CHAPLIN:  Please be seated.

Are there any preliminary matters before we begin with your fourth panel?
Preliminary Matters:

MR. ROGERS:  Yes.  Thank you, Madam Chair, a couple of matters.  First of all, you asked me on Friday to consider the question of the confidential transcript, and my client has done that.

I think I can summarize the position by saying that it has one concern; otherwise, it does not oppose making the transcript public.  The concern has to do with figures disclosed at page 14 of the transcript where Mr. Thompson was asking the witnesses about the forecast ROE for 2009.

These are the forecasts of a consolidated figure which is not public, and the concern is, as I understand it, the applicable legislation and regulations require a company, once disclosing information like this, to continually do so in the future.  So it is a serious concern to my client.

So my suggestion is this, that my client does not oppose making the transcript public so long as those -- there are three figures given on that one page, I believe.  If they are purged, then my client does not object to the transcript being made public.

MS. CHAPLIN:  Thank you.  Mr. Thompson, do you have any submissions on that?

MR. THOMPSON:  That's fine.

MS. CHAPLIN:  That's fine?

Okay, that's satisfactory to the Board.  We will work out the specifics of how that is accomplished.

MR. ROGERS:  Thank you very much.  Secondly, I can tell the Board that I am in a position to file an additional undertaking this morning, Exhibit J3.1.

This is -- I don't believe any explanation is needed beyond the document itself.  It is, as you will see, a table updating interest forecasts, and so on, that Mr. Cowan, I think, can speak to if people have questions about it this morning.

With that, I am prepared to call the fourth panel, Madam Chair.  Could they be sworn?

MS. CHAPLIN:  Yes.

MR. ROGERS:  Mr. Roger would prefer to be affirmed.

MS. CHAPLIN:  Certainly.  If they can come forward, they can be sworn and affirmed.
HYDRO ONE NETWORKS INC. - PANEL 4 - LONG TERM DEBT FORECAST, LOAD FORECASE AND CHARGE DETERMINANTS, COST ALLOCATION AND RATE DESIGN


Stan But, Sworn


Allan Cowan, Sworn


Mike Roger, Affirmed

Examination by Mr. Rogers:

MR. ROGERS:  Mr. Roger, can you confirm for us that the curriculum vitae which has been filed in this case at Exhibit A, tab 21, schedule 1 is an accurate reflection of your qualifications and experience?

MR. ROGER:  Yes, it is.

MR. ROGERS:  Very briefly, I understand, sir, that you hold a bachelor of science and industrial and management engineering from the Israel Institute of Technology?

MR. ROGER:  That's correct.

MR. ROGERS:  And, as well, you have a master of business administration degree from the University of Toronto?

MR. ROGER:  That's right.

MR. ROGERS:  You have worked with, I think, Ontario Hydro or its successor company since about 1978 --

MR. ROGER:  Correct.

MR. ROGERS:  -- in a variety of positions, more recently dealing with issues of rate design and cost allocation?

MR. ROGER:  That's right.

MR. ROGERS:  You are presently the manager of distribution and transmission pricing for the company, I understand?

MR. ROGER:  That's right.

MR. ROGERS:  You have testified before this Board on a number of occasions concerning rate design and charge determinant issues?

MR. ROGER:  Correct.

MR. ROGERS:  What area of the evidence will you be addressing this morning, Mr. Roger?

MR. ROGER:  I will be addressing the evidence in Exhibit G and H.

MR. ROGERS:  They deal with the cost allocation and the load -- charge determinants, I understand?

MR. ROGER:  For transmission, that's right.

MR. ROGERS:  Transmission, yes.  All right.  Thank you very much.

Mr. Cowan, I understand, sir, that you are presently the director of major applications for Hydro One?

MR. COWAN:  That's correct.

MR. ROGERS:  You have a -- you're a graduate of the University of Western Ontario with an executive marketing management program qualification?

MR. COWAN:  That's correct.

MR. ROGERS:  And, as well, you have a bachelor of commerce degree from McMaster University?

MR. COWAN:  Yes, I do.

MR. ROGERS:  Are your qualifications and experience accurately reflected in Exhibit A, tab 21, schedule 1?

MR. COWAN:  Page 2, yes.

MR. ROGERS:  Page 2, thank you.

We see from your curriculum vitae you have long been involved in the energy business, both in the gas and electricity industry?

MR. COWAN:  That's correct.

MR. ROGERS:  What area of the evidence will you be dealing with this morning, Mr. Cowan?

MR. COWAN:  I will be specifically dealing with issue 4.4.  This is the forecast of long-term debt for 2008 through 2010.

MR. ROGERS:  Thank you very much.  As well, the undertaking filed this morning, J3.1, is something that you can respond to, is it?

MR. COWAN:  Yes, I can.

MR. ROGERS:  Thank you very much.  Mr. But?

MR. BUT:  Yes, sir.

MR. ROGERS:  You have a master of business administration degree from York University?

MR. BUT:  Yes, I have.

MR. ROGERS:  And of course you have an undergraduate degree in economics from York, as well?

MR. BUT:  That is correct.

MR. ROGERS:  You have been involved with Ontario Hydro for many years, I do believe, in the rate forecasting area?

MR. BUT:  Yes, that's correct.

MR. ROGERS:  And you presently hold the position of manager, economics and load forecasting for the company?

MR. BUT:  Yes, I do.

MR. ROGERS:  Are you the person in Hydro One responsible for building up the load forecast both for the transmission and distribution businesses?

MR. BUT:  Yes, I am.

MR. ROGERS:  What will you be responding to this morning?

MR. BUT:  All the questions regarding the economics and load forecasting specifically in Exhibit A-14-3.

MR. ROGERS:  And you have appeared many times before this Board --

MR. BUT:  Yes, I have.

MR. ROGERS:  -- to give evidence?  Thank you.  Mr. Cowan, I wonder if you, on behalf of the panel, can confirm for us that you have reviewed the evidence filed by the company in the areas that this panel will deal with, and insofar as you are aware, that evidence is an accurate reflection of the company's affairs?

MR. COWAN:  Yes, I can.

MR. ROGERS:  All right.  Thank you very much, gentlemen.  They're available for cross-examination, Madam Chair.

MS. CHAPLIN:  Thank you.  Mr. Crocker, I believe AMPCO is going first this morning.
Cross-Examination by Mr. Crocker:

MR. CROCKER:  Thank you, Madam Chair.  I would like to begin by asking some questions about the rate design in Ontario.

As I understand it, Mr. Cowan, the way the rate is designed in Ontario, the customer is billed -- the customer's bill is calculated on a monthly basis?

MR. COWAN:  I will let Mr. Roger answer the specific question.

MR. CROCKER:  I'm sorry, I was looking at Mr. Roger and I was -- I'm sorry.

MR. ROGER:  Yes.  The bills are prepared by the IESO on a monthly basis for transmission-connected customers.

MR. CROCKER:  And by customer, we include most of the LDCs in Ontario?

MR. ROGER:  It's really done by delivery point, not by customer, and it is mostly LDCs.  I think that we have in the evidence the number of delivery points.

MR. CROCKER:  It does include most LDCs?  That was my question.

MR. ROGER:  It would be the ones that are transmission connected, because we have many utilities that are embedded in the distribution system.

MR. CROCKER:  Am I fair in saying most LDCs, and, if I am not, can you quantify the number for me, please?

MR. ROGER:  Of the 607 delivery points that we have, there are about 55 customers of the utility with 430 delivery points, and we have around 65 end use customers with around 90 delivery points.

MR. CROCKER:  Okay.  And, once again, I'm not unfair, am I, in suggesting to you that that's most LDCs?


MR. ROGER:  Yes.


MR. CROCKER:  Okay.  And the customer pays according to the greater of the customer demand at the time of Ontario's monthly coincident peak demand, or 85 percent of the customer's maximum demand, the customer's maximum demand between 7:00 a.m. and 7:00 p.m. on weekdays that are not holidays.  So normal work days.  That's correct, isn't it?


MR. ROGER:  You are describing the charges for the network charges.  For transformation line connection it is different.

MR. CROCKER:  I'm talking -- I'm sorry, I should have said that.  I'm talking about the network charge determinant.


MR. ROGER:  That's correct.


MR. CROCKER:  Okay.  And the 85 percent backstop, I can call it for want of a better term, is known as the ratchet?  That's correct, isn't it?


MR. ROGER:  Yes.


MR. CROCKER:  Okay.  Now, if any of your customers wants to avoid the coincident peak, the best that that customer can do, as I understand it then, is to get a billing for 85 percent of its peak demand during that month, correct?


MR. ROGER:  I'm trying to understand what you mean by "avoid the charge", sorry.


MR. CROCKER:  It's hard for me to describe this in words without a chart, but let me see what I can do.


If the customer's objective is to avoid using electricity at its peak during the month, the best that that customer can do is to present a demand which is 85 percent of his -- of its highest demand.


MR. ROGER:  For billing purposes of network, you are correct.


MR. CROCKER:  Okay.  Now, if that 85 percent limit were removed -- in other words, the customer could get full credit for avoiding the peak -- potentially, that customer could lower its bill for that month beyond 85 percent. That's correct, isn't it?


MR. ROGER:  Yes.


MR. CROCKER:  Now, you would agree with me, generally speaking, that at peak -- when the system, the transmission system, is stressed -- let me take you back a step.


In Ontario, the largest or highest peaks -- that is, the points when the transmission system is most stressed -- is during the summer months.  That's correct, isn't it?


MR. ROGER:  There may be times in the winter that maybe we establish some winter peak, so -- but I believe we are a summer-peaking utility now.  I don't know.  Mr. But may be able to help.

MR. BUT:  Yes, perhaps I can help.  Right now, in the last few years, yes, we have higher peaks experienced in the summer.


MR. CROCKER:  Okay.  And that's something I will get to later, but -- and that's a trend which has developed over the past few years, correct?  That is, the summer-peaking trend.


MR. BUT:  In the last few years, that is correct.


MR. CROCKER:  Okay.  And the system benefits when customers, large-use customers, avoid taxing the system; in other words, avoid using electricity at those peak periods.


MR. ROGER:  Generally, yes.  But not in all situations.

MR. CROCKER:  Explain that to me.


MR. ROGER:  I think we addressed that as part of a response to an interrogatory at the last proceeding, Exhibit J, tab 5, schedule 124.


MR. CROCKER:  I'm sorry, could I have that -- J --

MR. ROGER:  J, Exhibit J, tab 5, schedule 124.  This is at the EB-2006-0501 proceeding.  And the issue is that the end-use customers that can react to the pricing represent only about 10 percent of the system demand.  The end-use customers have limited ability to shift their demand, and many of those that can already shift their demand in response to energy market signal, they have already done so.

Now, close to half of the end-use customers are in northern Ontario.  And in northern Ontario we don't have a problem with the maximum demand.


So, for example, incentive that result in lowering load in the north could accelerate the need to enhance the transmission system capacity from north to south, due to the effect of increasing the generation surplus in that area.


MR. CROCKER:  Okay.  Well, that doesn't exactly answer my question, so I will ask my question another way, and perhaps you can answer it more directly.


What I asked you was, does the system benefit from customers of the transmission system avoiding the peaks during the summer when the peaks are at the highest and the system is stressed to the most?


MR. ROGER:  In general, yes.


MR. CROCKER:  Okay.  And when peaks occur in the shoulder seasons -- the fall, the spring, and even during the winter, when the system once again is not stressed quite the way it is during the summer -- the system doesn't get any benefit from a customer avoiding using power at -- using electricity at its peak in any given month during those shoulder seasons.  The system doesn't benefit.  The customer may, but the system doesn't.


MR. ROGER:  The system is built to supply the maximum capacity, so you are right.


MR. CROCKER:  Okay.  So the answer was, yes, the system doesn't.

MR. ROGER:  Yes.


MR. CROCKER:  Okay.  So if I can summarize this, by determining the customer's bill on a monthly basis, if the customer wants to, as I say, wants to avoid and is able to avoid the peak, the customer is avoiding peaks at various times of the year, spring, fall, when it doesn't have any benefit to the system, correct?


MR. ROGER:  Correct.

MR. CROCKER:  You have already agreed with that.  And the same theory during the winter, when the system is not taxed.


MR. ROGER:  Correct.


MR. CROCKER:  Okay.  Now, fair to say that the summer peaks, the extreme peaks, the peaks which represent a taxed system, there could be more than one of those peaks during any given month.  In fact, there could be more than one during any given day during the summer months.  That's correct, isn't it?


MR. ROGER:  That's correct.


MR. CROCKER:  Okay.  The way the network charge determinant is structured now, a customer doesn't get any benefit from avoiding -- let me take another -- the customer -- there is no incentive for the customer to avoid those multiple peaks.  There is only -- he gets only or it gets only the benefit of avoiding one per month, in terms of its bill.  That's correct, isn't it?

MR. ROGER:  That's correct.

MR. CROCKER:  Okay.  Now, you determine your rates on the basis -- by "you", I mean Hydro One determines -- I think perhaps this may be a question for Mr. But, I'm not sure.

Your rates, your transmission rates, are determined on the basis of load forecasts?

MR. BUT:  That's correct.  It is based on the load forecast, and specifically depends on the forecast for the three charge determinants.

MR. CROCKER:  Right.  If those forecasts are low, then rates are raised to respond to that.  That's correct, isn't it?  That's the way the system works?

MR. BUT:  That is correct.

MR. CROCKER:  And would I be correct in suggesting to you that over the last six or seven years, your load forecasts have been consistently low, lower than actual?

MR. BUT:  Lower than the actual?

MR. CROCKER:  Yes.

MR. BUT:  Can you elaborate a little bit further?

MR. CROCKER:  That your load forecasts have been lower than the Ontario average monthly peak demand.

MR. BUT:  That is correct.

MR. CROCKER:  Okay.  As a result, rates have had to be raised to respond?

MR. BUT:  That may not be correct, because the rate was set when we got the approval from the Board and it was not set on an annual basis.

MR. CROCKER:  The way the system, then, is built, there are fluctuations in demand, because this is built on a monthly system or on a monthly basis.  There are fluctuations in demand seasonally, and there are fluctuations in revenue, both seasonally and monthly.  That's correct, isn't it?  I'm not sure who I am asking.

MR. ROGER:  That's correct.

MR. CROCKER:  Okay, thank you.  Those are my questions on the rate design.  I would like to talk to whomever - I'm not sure who I should be putting these questions to - on the export tariff.

MR. ROGER:  I will try to help you.

MR. CROCKER:  All right.

The export tariff issue arose in EB-2006-0501, Mr. Roger, did it not?

MR. ROGER:  Yes.

MR. CROCKER:  Okay.  And was the decision of that Board that the IESO was to respond to the issues that were raised?  That was your -- that is your understanding, is it not?

MR. ROGER:  Yes.  The IESO was asked to do a study.

MR. CROCKER:  Right.  And do you know when that study began?

MR. ROGER:  Last year some time, I think the summer or fall of last year.

MR. COWAN:  I could add they're just currently going through their -- they had a stakeholdering session January 22nd, 2009.  Their scheduled date for completion of the study is June 1st, 2009.

MR. CROCKER:  Right.  Mr. Cowan, I believe that their work began in December of 2008.  Do you agree with that?

MR. ROGER:  Yes.  I have here on December 2008 were the published stakeholder engagement plan for feedback from the stakeholders and solicit volunteers from stakeholder group.

MR. CROCKER:  AMPCO asked a question -- asked an interrogatory in this proceeding about that, and the IESO began its stakeholder involvement after that interrogatory was asked.  That's the sequencing of events; is that correct, Mr. Cowan?

MR. COWAN:  I believe that's correct, yes.

MR. CROCKER:  Okay.  Now, the issue was to be dealt with in terms, as I understand it, of Hydro One's 2010 rates.  Is that your understanding, Mr. Roger?

MR. ROGER:  I think that was before the company filed 2009 and 2010 transmission revenue requirement.

MR. CROCKER:  Right.

MR. ROGER:  Maybe the timing is not quite right.

MR. CROCKER:  But as I understand it, the matter that was raised in 2006 was to be reflected in Hydro One's 2010 rates.  That is, whatever the results of the IESO study was to be and whatever the implementation program was to be by Hydro One, it was to be reflected in 2010 rates?

MR. COWAN:  That was the result of the settlement conference that was approved in the previous decision, the Board -- that was included in the Board directive at A, tab 18, schedule 1.  Of course that study, because it won't be completed until June 1st and we're here before the Board right now for the establishment of 2009 and 2010 rates, it's a little bit difficult to be able to reflect the results of that study in the rates currently.

It would probably be better to have that study addressed in the next rate case, which Mr. Rogers alluded to in his opening remarks, which this company will be bringing forth for the 2011-2012 test year later this year or early next year.

MR. CROCKER:  So could I take it, then, that Hydro One doesn't have plans to return to the Board at some point to have whatever the change in the export rate might be reflected in the 2010 rates?

MR. COWAN:  There are too many unknowns at this point in time.  Obviously the study is going to be done for June 1st.  That study will have to be reviewed, vetted by the board.  Depending on what happens with the results of that vetting, the IESO will be starting negotiations with the various parties in that, and depending on how long that takes, it may take us through quite a bit of the test year.

As a result, we feel it would be better to -- once everything is known, to more properly reflect it in the next rate filing.

MR. CROCKER:  You understand that it has been AMPCO's position that the low export rate requires other customers and its members to subsidize the transmission system because of that.  You understand that that is what AMPCO's position has been, don't you?

MR. ROGER:  Yes, that's my understanding.

MR. CROCKER:  All right.  What you are suggesting here doesn't reflect -- doesn't help us with respect to that position and doesn't reflect the agreement which results -- as I understand it, there was the agreement which resulted from the 2006 hearing.

MR. COWAN:  I believe Mr. Innis addressed this when he was on panel 3 about, the Board may wish to consider -- it's not in our current application -- the re-establishment of a deferral or variance account to track the differences, to hold both parties harmless until such time as the IESO study is completed.  That would be the best, I think, for both parties, the best way to handle it.


MR. CROCKER:  Thank you.  I would like to move on to another area then, please.


Load forecasting.  Could you please turn up A-14-3, Exhibit A, tab 14, schedule 3.  And could we go to attachment B, please.  Attachment B compares Hydro One's load forecasting to the IESO load forecasting.


MR. BUT:  That's correct, for the monthly peak, as directed by the Board in our last transmission rate case.


MR. CROCKER:  Right.  And if we could go to table 1.  And what you've done is to describe, as I understand it, Mr. But, the differences between the Hydro One methodology and the IESO methodology, correct?  Or the results of their forecasting.


MR. BUT:  That's correct.  I just wanted to mention that this study was done in conjunction with Hydro One, as well as IESO load-forecasting staff.


MR. CROCKER:  Okay.  And it appears to me that the difference between the two has to do with what you've described as a day effect, and the different treatment of CDM and embedded generation, correct?

MR. BUT:  That's correct.


MR. CROCKER:  And these are the two factors which account for the majority of the differences between the work done by IESO and the work that Hydro One does.


MR. BUT:  This study basically explains in table 1, for example, why there's a difference of about 1,000 megawatts between IESO and Hydro One average monthly peak forecast.


The difference due to the day effect is approximately 650 megawatts, and the rest is due to the CDM and embedded generation treatments.


MR. CROCKER:  Okay.  Now, this too was an issue which came up at -- or during EB-2006-0501, correct?


MR. BUT:  There was a lot of discussion in the last rate discussions.


MR. CROCKER:  Okay.  I understand what you've done in table 1.  You've confirmed my understanding of what you've done in table 1.  But you haven't given me any indication as to which of the two methods is more accurate than the other, and I wonder whether you could do that.

MR. BUT:  This study is not about which forecast is more accurate, as we respond to an interrogatory in I-11-2.  We explain over there that both methodologies are appropriate.


The IESO forecast is appropriate for system reliability purposes, while Hydro One load forecast is appropriate for charge determinant forecast.


MR. CROCKER:  I don't understand, and perhaps you can help me understand, the differences between the two issues; that is, system reliability and charge determinants.  How can there be two forecasting methods, one which is more accurate and more valuable for one purpose and one for another.  I don't understand the --

MR. BUT:  Again, I would like to emphasize, again, there is no one forecast more accurate than another.  Both forecasts are appropriate for its own purpose, as I mentioned earlier.


MR. CROCKER:  Well, explain the purpose then to me.  So maybe that is the way we will get at it.  Explain to me what IESO's purpose is, and explain to me how that differs from Hydro One's purpose.


MR. BUT:  Yes, I can.  As I mentioned earlier, IESO load forecast is appropriate for system reliability.  In terms of accounting for the peak forecasts, they are accounting for the most extreme peak during the weekday, so that to enable the system have enough resources for all customers.

For Hydro One, we do not use that method.  For Hydro One, for charge determinant forecast, we use the charge determinant actuals, and therefore we are not counting only a particular Wednesday, business day, and we are counting the impact of all day in our estimations.  And that is for the peak day in -- the day impact.


In terms of the embedded generations and CDM impact, IESO treat these as resources, and therefore they did not reduce that amount in their load forecast, while in Hydro One case we -- this is a detriment to our load forecast, and we treat that as a detriment in our load forecast.

MR. COWAN:  So one treats it as supply and one treats it as a reduction in demand, I think Mr. But is saying.


MR. BUT:  Exactly.


MR. CROCKER:  All right.  I will accept that and let others pursue it if they wish.


Turn over, could you please, to table 2.  And in this case you have -- you are still comparing Hydro One work to IESO work.  You are comparing historical results, as I understand it?


MR. BUT:  In table 2 we are basically comparing the Hydro One forecast and the IESO forecast on the same basis.  And actually, as you can see, Hydro One forecasts after adjustment for the day impact and the CDM and embedded generation impact.  Hydro One forecasts in a lot of years are higher than the IESO load forecast.


MR. CROCKER:  The treatment of the same two issues is the difference between the two, though, is it not?  That is, the day effect and the way you treat CDM.

MR. BUT:  That is correct.  After the reconciliation of the day effects and the CDM and embedded generation treatments.


MR. CROCKER:  Okay.  Once again, though, you haven't compared the IESO results and Hydro One's results to actual demand.  You haven't done that, have you?

MR. BUT:  In table 2, the results are based on actual.


MR. CROCKER:  Show me where actual demand is shown there, please.


MR. BUT:  For example, in table 2, on the left-hand side you see the years from 2002 to 2007; and the second column, the IESO; the third column, Hydro One forecast.

MR. CROCKER:  Let me stop you, though.

MR. BUT:  Those were the actual forecasts for Hydro One, as well as IESO.

MR. CROCKER:  Okay, I understand that, but what you don't have is a column which gives actual demand for those years.

MR. BUT:  Actual demands were not presented over here, but you can find the actual demand in -- give me a minute, please.  The actual could be found in our response to IR I-6-68.

MR. CROCKER:  Rather than my turning it up, can you tell me what the actuals were?

MR. BUT:  Over there, we have presented the actuals from 1999 to 2007 on the actual and weather-corrected basis by month.

MR. CROCKER:  All right.  So I will have to do the work, then, to decide whether the IESO or Hydro One was closest to that actual, I guess.  Do you average?  Would I average to get an annualized number?  How would I do that?

MR. BUT:  You basically -- if you want to make a comparison, you basically have to use the actual and use the forecast period for both Hydro One and IESO in order to do the comparisons.

I also want to mention that for IESO, the forecast usually pertains to 18-month period, and that is -- and, therefore, you have to take that into consideration when you compare the average.

MR. CROCKER:  Can I ask -- because I think it was the understanding at the previous hearing that what Hydro One would do would be to actually compare the IESO work, your work and compare them to actuals, actual demands, in order to determine which is more accurate, can I ask, perhaps, for an undertaking that you will take that step and do that work, both with respect to table 1 and table 2?  So that table 2 will give me -- will be revised and you will give me a column which compares the IESO, Hydro One forecasts to actual demand for the years set out there, as well as to compare the work that you did in table 1 to actual demand?

MR. BUT:  Looking at the decision from the last transmission rate case - I'm reading out loud right now:

"The Board directs Hydro One to submit a detailed forecast comparison of its forecasting methodology and assumptions with those used by the IESO in its monthly peak load forecast before the next rate case."

And this is exactly what we have done.  We have done a detailed comparison of the load forecasting methodology, as well as the IESO load forecast and Hydro One load forecast.  So this is what we have done in attachment B of A-14-3.

MR. CROCKER:  All right.  Then let me ask, without reference to the decision in 2006, whether you would take a third step here and compare both the numbers that you have here to actual demand for the periods involved.

MS. CHAPLIN:  Mr. Crocker, are you asking for a column to be added to each of table 1 and table 2 that shows the comparable actuals for each of those time periods?

MR. CROCKER:  Yes.

MS. CHAPLIN:  Can that be done?

MR. ROGERS:  Can you help us, Mr. But?  Would that be -- can that be done relatively quickly or is it a big undertaking?

MR. BUT:  This is a fairly big undertaking.

In order to sort out the different forecasts and the different periods is not something that could be done very quickly.

MR. ROGERS:  Is that because the IESO has an 18-month forecasting period?

MR. BUT:  Yes, that's correct.

MS. CHAPLIN:  But we're not -- I'm sorry.  Taking, for example, table 2, which has a year, which I presume is a calendar year, can you provide a column that just has the actual peak monthly demand for each of those years, which I think is what Mr. Crocker was asking for?

MR. BUT:  We can do that.

MR. ROGERS:  That can be done fairly easily, can't it?

MR. BUT:  We can do that.

MR. ROGERS:  We will undertake to do that, Madam Chair.

MS. CHAPLIN:  Thank you.

MR. MILLAR:  That will be undertaking J5.1, and it is to add a column to tables 1 and 2 of Exhibit A, tab 14, schedule 3, I believe, and the column will show the actual peak monthly demand.
Undertaking No. J5.1:  To add a column to tables 1 and 2 of Exhibit A, tab 14, schedule 3 showing actual peak monthly demand.

MS. CHAPLIN:  I think table 2, I guess the question is whether or not -- is your concern that table 1 is more complicated to provide a column of actuals, or can that also be done?  I presume it would be the actual peak for each of the periods that are identified in column 1.

MR. BUT:  We can do both.

MS. CHAPLIN:  Great.

MR. CROCKER:  Thank you.  Thank you, Madam Chair.

Could I ask you to turn to another aspect of your load forecasting evidence, and can I ask you to turn to Exhibit A, tab 14, schedule 3, table 5, which is on page 24, except I can't find it.  Maybe I can.

MR. BUT:  Yes, I have it.

MR. CROCKER:  Yes, I have it.  We asked in an interrogatory whether there had been a trend, and I asked you earlier on in this, I think, whether there had been a trend in Ontario to peaking during the summer, and you agreed with me.

And would I also be correct in suggesting to you that there is a general warming trend in Ontario?

MR. BUT:  Can you restate your question, please, because I do not believe earlier I agreed with you, with your earlier statement?

MR. CROCKER:  Okay.  What I'm suggesting to you is if hypothetically there is a warming -- there has been over the past - I'm not sure what arbitrary time period I should suggest - between -- just arbitrarily, between five and ten years, there has been a warming trend in Ontario.  If you look outside, you can see the warming trend today, particularly.

Would you agree with me that if Hydro One did not take that warming trend into account in its forecasting that you would overcorrect and that the numbers that I would see on table 5 would over-correct?


MR. BUT:  I disagree with your statement, respectfully.

MR. CROCKER:  Okay.

MR. BUT:  Can you explain to me why you can see in table 5 that we over-forecast?


MR. CROCKER:  No.  I'm not suggesting that I can see that.  I'm asking you whether, if there were a warming trend, and Hydro One didn't take that warming trend into consideration, that your weather-corrected -- that your weather corrections would be over-correcting.


MR. BUT:  We are sure about what is the appropriate weather normalization methodology was discussed in detail in the last rate case, and as a result we have been directed by the Board to do a detailed study on weather normalization methodology, and that is what we have done and provided in attachment A of A-14-3.


We summarized the findings of the report of attachment A in page 14 of A-14-3.


MR. CROCKER:  I'm sorry, Mr. But, I didn't hear your reference.


MR. BUT:  A-14-3, page 13, line 26.  The survey results confirm that the weather normalization methodology used by Hydro One transmission is appropriate, and no change is required.


However, we also find that, in the study, in light of the increased volatility on peak in recent years, the energy-to-peak relationship should be reviewed and updated as part of an ongoing process.

In the study, in line 12, for example, we reported that most utilities used long-term weather data to do weather normalizations, and over three-quarters ever the utility that we surveyed used more than 20 years for weather normalizations.  And the most common-used period for weather normalization is at least 30 years.


In the bullet point 4, line 20, we reported that -- where the field utility have changed their weather normalization practices in recent years in response to global warming or other reasons.


In this rate application, as we reported on page 14, Hydro One has reflected the relationship in energy and peak by adjusting the load, so that the peak grow faster than energy over the forecast period.  If we don't do that, our forecast would have been lower.


MR. COWAN:  So this is a change that Mr. But has made in his forecasting to account for this new trend that he has picked up as a result of his recent review of the data.  Correct?


MR. BUT:  That's correct.


MR. CROCKER:  I'm sorry, I didn't get the change part of that.  I understood everything else that you've told me, but I didn't -- could you describe the change that you have made then?

MR. BUT:  We have looked at the energy-to-peak relationship or, in this industry, the load factor.  And in this rate case we have make adjustments and -- to reflect the latest volatility, in terms of relationship between energy and peak, and as a result our forecast has been raised, so to speak, to account for the adjustments.


MR. CROCKER:  Can you tell me what -- how much you have adjusted peak then in your estimates?


MR. BUT:  Yes, I can.  The adjustment that we have made to our load forecast for this rate case for 2008 is 430 megawatts.


MR. CROCKER:  Can you please go then to, just so that I understand what you are saying to me, Exhibit I, tab 10, schedule 6.


MR. BUT:  Yes, I have.


MR. CROCKER:  Okay.  It will take me a second to get there.  Okay.

As I understand it, you added, in response to our interrogatory, that trend line on that exhibit.  That's correct, isn't it?


MR. BUT:  That's not correct.  The forecast was made in April 2008, and your IR was filed after that.


We make the adjustment as part of our load-forecasting process, in terms of reviewing the relationship between energy and peak, and that is not in response to your IR.


MR. CROCKER:  Okay.  That wasn't my understanding, but all right.  I understand what you have told me.


Well, could we turn to the Itron study, which is a bit further on, at A14, schedule 3.  The pages aren't numbered, I don't think.  Do we all have the Itron study?  Okay.  Could you go to page 21 of that study, please?

MR. BUT:  Yes, I have it.

MR. CROCKER:  Okay.  And it's a pie chart.  And can you tell me -- explain to me what that pie chart shows?

MR. BUT:  This pie chart basically summarized the results of the questions -- in response to the questions, how many years of weather data do you use to normalize peak demand.


MR. CROCKER:  Okay.


MR. BUT:  And if you can see in the pie chart, 28 percent of the respondents used between 30 and 34 years of weather data, and the next largest is the 26 percent of the respondents using 20 to 24, and then you have 11 percent using 25 to 29 years.


MR. CROCKER:  Okay.  And others using lesser periods of time.  So only 28 percent used -- it may be the largest percentage, but only 28 percent use a period of time over 30 years.


MR. BUT:  That's correct, from this survey.


MR. ROGERS:  Excuse me.  Maybe I misunderstand this, but isn't there 8 percent that uses 35 years?


MR. CROCKER:  My mistake.  You are right, Mr. Rogers.  There is a higher period of time.  But there's a significant percentage that use the period 20 to 24 years.

MR. BUT:  That's correct.  And that is exactly what I said earlier when I summarized the results, saying basically 75 percent of the respondents use more than 20 years of weather data to do weather normalizations.  20 years is considered long-term.


MR. CROCKER:  Have you included the full Itron report in the submission or is this just a summary?

MR. BUT:  This is the full Itron report that we received from Itron.

MR. CROCKER:  Okay, thank you.  Thank you, Madam Chair.  I have nothing further.

MS. CHAPLIN:  Thank you, Mr. Crocker.

Mr. Thompson, I have CME next.  Are you ready?

MR. THOMPSON:  Yes.

MS. CHAPLIN:  Thank you.
Cross-Examination by Mr. Thompson:

MR. THOMPSON:  You will be pleased to know, panel, I don't have up to 40 minutes, so I will make up for some overruns in this panel my overruns in previous panels.

Could I start, please, with Exhibit J3.1?  I assume this would be you, Mr. Cowan, is it?

MR. COWAN:  That's correct, Mr. Thompson.

MR. THOMPSON:  Okay.  This is a follow-up, I believe, to a discussion you had with Mr. Aiken, primarily, about updating numbers.

Perhaps if you could also turn up Exhibit B2 - "B" as in "Barry", 2 - tab 1, schedule 2, page 5 of 6, and I will also refer to 6 of 6.

MR. COWAN:  That was B2, tab?

MR. THOMPSON:  Sorry, tab 1, schedule 2.  This is the cost of long-term debt capital.

MR. COWAN:  Right.

MR. THOMPSON:  2009 and 2010.

MR. COWAN:  Okay.

MR. THOMPSON:  Okay?

MR. COWAN:  That would be pages 5 and 6; right?

MR. THOMPSON:  Five and 6; right.

MR. COWAN:  Okay.

MR. THOMPSON:  Now, just back to the question in undertaking J3.1, it refers to the Board's determination of these rates for equity, short-term debt and long-term debt on February 24, 2009.

I understand that determination is made in a letter.  Is that your understanding?

MR. COWAN:  That is correct.  The Board issued a letter.  I believe it was dated February 24th, and it was dealing with the cost -- it was entitled "Cost of capital parameter updates for 2009 cost of service applications", largely for the distribution utilities that are rebasing for 2009.

MR. THOMPSON:  Right.  Okay.  Could I ask that the company file a copy of that letter by way of undertaking response, just so it is on the record?

MR. COWAN:  We can do that, yes.

MR. MILLAR:  Undertaking J5.2.
Undertaking No. J5.2:  To provide a copy of letter from the Board dated February 24, 2009.

MR. THOMPSON:  Thanks.  Now, back to undertaking J3.1, what we see in table 4, as I understand it, is an update of Hydro One's third-party debt costs for -- forecast debt costs for 2009 and 2010 based on the January consensus.  Is that correct?

MR. COWAN:  Yes.  The January consensus, plus the latest information we have on the spreads between government bonds and Hydro One bonds.

MR. THOMPSON:  Okay.  Do I understand correctly that based on your answers to Mr. Aiken, those numbers are going to be updated for the purposes of 2009 rates in April, based on the March information, March 2009?

MR. COWAN:  Yes.  As per our responses to OEB Staff interrogatories 3, 4 and 5, we have basically said that using the March consensus forecast for 2009 and the October 2009 -- sorry, September 2009 consensus forecast for 2010 was what we're recommending the Board use to re-establish the ROE, the deemed long-term debt, the deemed short-term debt rates.

MR. THOMPSON:  Okay.  So just to translate the 2009 updated numbers to the exhibit, I take it these numbers - 4.41 percent for five-year, 5.58 percent for ten-year and 6.53 percent for 30-year - are the percentage rates that should go into lines 24, 25 and 26 on B2, tab 1, schedule 2, page 5?  That's where they fit; is that right?

MR. COWAN:  That's where they would fit if we were to update our forecast of third-party debt.

Now, the company's position here is that we should not update our third-party debt because, in most cases, that will result in an increase in our long-term debt costs, and, as part of the mitigation process, we don't feel that was warranted at this time.

The company has agreed that we should update the deemed long-term/short-term versed on the Board.  But as a mitigation method, if we were to update, our cost of party long-term debt would be higher in than what is in this forecast.


MR. THOMPSON:  So what use is going to be made in the case of these numbers that appear in table 4 for 2009?

MR. COWAN:  In terms of the third-party debt, it's informational, as far as we're concerned, to show the Board directionally that there would be upward pressure on our long-term third-party debt.

In fact, we just completed an issue on Friday of $300 million, and in that rate basically it came in at 6.035 percent.  And if you noticed on 2009 for the issues forecast - and now I am looking at B2, tab 1, schedule 2, page 5 - the rates that we currently have in the forecast are all below what we just did that issue at, 5.77, 5.07, 4.38, versus the 6.035.


Again, we are not asking to update our third party.  This is part of our mitigation process.  There are ups and downs with all forecasts, and this is one of the ups.

MR. THOMPSON:  Okay.  So the answer to my question is these are informational only.  They don't have any impact on what you are claiming?

MR. COWAN:  In terms of the third-party debt, yes.

MR. THOMPSON:  Okay.  All right, I will move on to deemed in a moment, but -- and moving then to the 2010 -- just by way of observation, the numbers in this table 4 for five-, ten-year and 30-year are all higher than what appears in B2, tab 1, schedule 2; right?  Directionally, it is up in 2009?

MR. COWAN:  Directionally, and it would depend on timing.  These are averages, obviously, based on the current consensus forecast, and as we move out through 2009 and 2010, these rates could obviously change significantly depending on market conditions.

MR. THOMPSON:  All right.  Then moving to the 2010 numbers, which are shown in table 4 as 4.61 for five-year debt, 5.78 for ten-year debt and 6.73 percent for 30-year debt, again, these are forecasts based on current information.

Do I take it they will have nothing to do with what you are requesting by way of relief in this case?

MR. COWAN:  That's correct.

MR. THOMPSON:  All right.  But if we look at the numbers on Exhibit B2, tab 1, schedule 2, page 6, your current forecast of five-year, 4.61 percent, is considerably lower than the 5.48 percent you have at line 27, which is five-year money.  Am I right there?

MR. COWAN:  That's right.  The '10 numbers are lower than what's filed.  The '09 numbers are higher.  You put it all together, and the amount of debt we have outstanding in change will be almost immaterial.

MR. THOMPSON:  Okay.  So it is -- I think what you're saying if we plugged in these numbers in both years, it would be a wash?

MR. COWAN:  Pretty close.  Probably slightly up because of the higher costs in '06 moving through.  So 10 -- the '10 debt would be issued throughout the year, so you would have a bigger impact on the '09 higher numbers.

MR. THOMPSON:  All right.  Then in terms of the deemed debt rate, the Board determined that in this letter, which I have a copy of, and I know you have, and it is referenced in the question at 7.62 percent, correct?


MR. COWAN:  Yes.  For deemed long-term debt it's -- their forecast has moved up from what we filed.  We filed at 6.19, and this letter says 7.62.


MR. THOMPSON:  All right.  But is that the same rate that Hydro One determines for deemed debt, or is there something different?


MR. COWAN:  What we do for deemed debt, we use whatever the Board would determine, following the Board's methodology.  For instance, if this were March and the 7.62 was derived from the March consensus forecast, that's what we would use.


So it would be whatever that 7.62 number, whatever the 1.33 number is, and whatever the 8.01 number is, based on the March consensus, is what we're suggesting for '09 --

MR. THOMPSON:  So you would plug that in.  Okay.  So table 4 has nothing to do with Hydro One's -- nothing to do with the determination of the rate for deemed debt.

MR. COWAN:  No.  I mean, the consensus forecast forms the base for most of the calculations the Board uses.  It is just which consensus forecast and which point in time.

MR. THOMPSON:  All right.  Well, then on that point, in terms of the information used -- and I am reading from this February 24th letter, and perhaps you could just confirm this, subject to check -- but the information that the Board uses -- and I will read this from the letter.  It quotes:

"The source for the long-term bond yields all corporates used in the calculation of the deemed long-term debt rate was TSX Inc. available to the Board on a subscription basis."

Now, just stopping there, the letter goes on and says this subscription agreement prevents the Board from publishing the data, but it is available at the information resource centre during normal business hours.


My question of Hydro One is, are you a subscriber to that data as well, the TSX Inc. data?


MR. COWAN:  We may be.  I don't know for sure.


MR. THOMPSON:  But in terms of the determination of the rate, do I take it Hydro One will just rely on the Board to determine the number, and then you will plug it in?


MR. COWAN:  That is what we've done in the past, and that's what we would propose to do again.


MR. THOMPSON:  Okay.  Thanks.  So that if you then move to allowed return and revenue requirement, which is the page 3 of this Exhibit J3.1, we then see what this does to the revenue-requirement amount if you update for these rates - and I will come back to a couple of them in a moment - the 2009 revenue requirement reduces by almost $23-million.

MR. COWAN:  That's correct.


MR. THOMPSON:  And so when we were talking about the rates-revenue requirement of $62-million in that revenue-requirement exhibit -- you know the number I'm referring to?

MR. COWAN:  Yes, I do.


MR. THOMPSON:  Okay.  That number would now be, am I correct, about $39-million, based on --

MR. COWAN:  Subject to check, it would be reduced by the 22.9-million --

MR. THOMPSON:  All right.  Thanks.


MR. COWAN:  -- roughly.


MR. THOMPSON:  And then going forward to 2010, your calculations show a $58.8-million reduction, and that compares to the $110-million that's in the revenue-requirement exhibit?

MR. COWAN:  That's correct, using the current consensus forecast.  Obviously, by the time we get out to September that number could be somewhat different.  It could be higher.  It could be lower.


MR. THOMPSON:  I appreciate that.  It's a moving target.

MR. COWAN:  But at this point in time, directionally, that's where it would be.


MR. THOMPSON:  Okay.  So, now, just with respect to some numbers then in this page, you told me you weren't updating third-party debt percentage amounts, but if I look at line 1, third-party long-term debt, it goes from 5.90 to 5.98 percent.  What's the explanation for that, please?


MR. COWAN:  That goes back to -- this undertaking, when it was initially asked -- it started, if you recall, with Mr. Aiken asking for changes in rates, and then there was an add-on to that for what would the revenue-requirement impact be, and then further on that day you asked and expanded on that undertaking to ask for the Board numbers.


So this answer responds to those requests for that day.  So the numbers would be slightly different if we held the third-party debt at what we have in the forecast.


MR. THOMPSON:  What is it in the questions you were asked that drives the third-party long-term debt up, when you tell me nothing on table 4 affects what you are seeking in this case.


MR. COWAN:  As I say, the question that was added was, Please give me the revenue-requirement impact of those changes.  So we've responded to that.


If we were to hold the third-party debt at the rates as forecast, as I say, you get a slightly different number there.  It's not materially different, but it would be slightly different, and -- but directionally, it is basically almost the same.  You would be looking at roughly about 22.8-million for '09 and a slightly higher decrease of 66-million, is my understanding, so...

MR. THOMPSON:  But I'm still lost.  Why does the request that the revenue requirement be updated result in a change of the third-party debt rate from the as-filed number of 5.90 to an updated number of 5.98?


MR. COWAN:  Again, that was to reflect the answer for Mr. Aiken only.  We can provide, if you like, what the number would be holding.

MR. THOMPSON:  All right.  So is the 5.98 then a plug-in of the higher debt rates for 2009 into lines 24, 25, and 26 of page 5?


MR. COWAN:  Yes, it would be.


MR. THOMPSON:  All right.  And then when we look at the 2010 as-filed third-party long-term debt rate, that number of 5.80 appears on B2, tab 1, schedule 2, page 6, and yet that's moving to 5.88 in these calculations, when the numbers on table 4 are all directionally down from what was in schedule 2, page 6, lines 25, 26, and 27.

MR. COWAN:  You have to look at the range of debt costs, and there are averages in that.  This is a bottom-line total number that you see on table 4, whereas you will have about three issues at different rates, and that impacts the final number.


MR. THOMPSON:  Oh, sorry.  Okay.  Yes, it is going down from 5.98, so --

MR. COWAN:  Yes, yes.

MR. THOMPSON:  -- directionally it is what I would expect.

MR. COWAN:  Yes.


MR. THOMPSON:  So that these numbers on line 1 do reflect the plug-in of the numbers in table 4 into those two schedules in the pre-filed evidence.  That's what it looks like to me.


MR. COWAN:  That's correct.


MR. THOMPSON:  Is that correct?


MR. COWAN:  Yes.


MR. THOMPSON:  Thanks.  Now, in the common equity line, you have used 8.01 for 2009, and then 8.17 for 2010.  Can you just tell me, 25 words or less, where the 8.17 comes from?

MR. COWAN:  Okay.  When you go to the consensus forecast, they give you two numbers, basically a three-month-out number and a 12-month-out number.  And for the 2009, you average the two.

So for purposes of trying to get a better number for 2010, we just took the latter one, which I believe was 3.10.  So it's just reflecting the latest point in time that the consensus had for a 2010 period.

The consensus do put out a longer-term forecast in April and in October, but they only do it twice a year.  So the best we could do at this time was to look at the 12-month-out number to get as close a proxy to the 2010 period as possible.  That resulted in a slight uptick.

MR. THOMPSON:  Okay, thanks.  Now, in the income tax line, this line I understand reflects a rate of 33 percent for income taxes?

MR. COWAN:  I believe it was 32, but let me see if I can find the income tax exhibit here.

It was either 32 or 33, I recall.

MR. THOMPSON:  For the purpose of my questions --

MR. COWAN:  But it's not going to change to 29.  I think this was a follow up from your previous panel.  The rates we have in effect are the current rates.

MR. THOMPSON:  I understand that.  Now, my understanding is that it's anticipated that there will be some sort of budget announcement this month, 2009, that could bring the combined federal-provincial rate down to something in the order of 29 percent.

Now, is that Hydro One's expectation?

MR. COWAN:  I don't have any up-close-and-personal information on what might be contained in the budget, but one of the things we do have, sir, is a deferral account, I believe, to track any changes that could result from a tax change.  You can see that at F2, tab 1, schedule 1.


There's a tax rate change account for just such occurrences.

MR. THOMPSON:  Okay.  Well, this question -- if a change occurs, it would go into a deferral account.  Does Hydro One have any objection to reflecting the change in the calculation of the rates if it becomes known before you do these calculations for other items?

MR. COWAN:  If it is known and approved prior to us having to put a rate order in effect and submitting it to this Board, we would have no problem with that.

MR. THOMPSON:  Okay, thank you.  Now, just with respect to network charge determinant, fools rush in where angels fear to tread.  Would you turn up, please, Exhibit H1, tab 3, schedule 1, page 1 of 6 and, as well, 2 of 6?  This is the charge determinant evidence.


If you also wouldn't mind turning up the response to CME Interrogatory No. 8, this would be Exhibit I, tab 9, schedule 8.

MR. ROGER:  I have those.

MR. THOMPSON:  You have those?  Okay.  So just starting with the last document first, what we asked for here was give us a sample invoice of the typical customers you serve.


The first one is a representative LDC transmission customer, the second is a representative end use transmission customer, and the third is a representative generator transmission customer; fair?

MR. ROGER:  That's a fair description, yes.

MR. THOMPSON:  Okay.  If I go down to line 650 in each of these bills, I see network service charge; is that correct?


Now, is that what we're talking about when we're talking about the network charge?

MR. ROGER:  Yes.

MR. THOMPSON:  So for the purposes of the LDC representative customer, that amount in this exhibit is $395,809.26 of a total over $6.4 million; right?

MR. ROGER:  Well, around 6 percent, that's correct.

MR. THOMPSON:  Yes.  So it is about 6 percent.  And for the end use representative customer, I see in 650 the amount is $128,489 of a total of 1,173,000, about, which I make to be something close to 11 percent.

MR. ROGER:  Actually, on that exhibit there is an $800,000 credit, which is called physical market invoice prepayment.

MR. THOMPSON:  Yes.

MR. ROGER:  So the bill to the customer is really the total of a 1.1 plus an $800,000.

MR. THOMPSON:  So it is 928,000.  Is what's -- what's in play, I guess, is what I am trying to find out, on this bill in terms of the network service charge.

MR. ROGER:  What's in play here is still around 
6-1/2 percent, or $128,000 over a total of almost $2 million bill.

MR. THOMPSON:  Oh, I see what you're saying.  The total bill should be 2 million.

So in each case it is about 6 percent of the bill?

MR. ROGER:  Correct.

MR. THOMPSON:  All right.  Now, assume that the 85 percent floor feature of the current charge determinants selection was either eliminated or lower, and my question is:  What amount, approximately, could each of these customers save in such a scenario?  Of the 6 percent of their total bill, could they reduce that completely, or only a portion of it?

MR. ROGER:  I think if I can refer you to another response to an interrogatory, Exhibit I, tab 6, schedule 67.

MR. THOMPSON:  All right.  Thank you.

MR. ROGER:  At the bottom there, we were asked how many customers get currently billed on the 85 percent ratchet.  So you can see there for direct customers, for example, only 461 billed out of 1,000 were billed on the 85 percent ratchet.  So that is around 40 percent.

So the customers -- so only 40 percent of the end use customers get billed on the ratchet, and they would be saving this 6 percent that we showed as part of the total bill, which is a network component.

MR. THOMPSON:  Okay.  But my question is:  If they could save more -- in other words, if that 85 percent floor wasn't there, say it was 80 or 75 or zero, and just assume that the customer in the CME interrogatory response is one of these 461.  Under those assumptions, could that whole 128,000 be eliminated?

MR. ROGER:  If the customer doesn't consume anything between 7 o'clock in the morning to 7 o'clock at night on a week day, then the answer is yes.  They would have to be completely off the peak period.

MR. THOMPSON:  Okay.  So then we move to -- and an LDC, I guess, could do the same, but the probabilities of that would be zero, I guess, would they?


MR. ROGER:  That's correct.


MR. THOMPSON:  Unless it served an individual customer that was off.


All right.  My last questions in this area and my last questions relate to Exhibit H1, tab 3, schedule 1, page 1 of 6, where you give the description of the existence of this floor:

"The network charge determinant..."

This is at line 21:

"...as per the Board's EB-2006-0501 decision, is the higher of a customer's demand coincident with the monthly system peak or 85 percent of the customer's non-coincident monthly peak demand between 7:00 a.m. and 7:00 p.m.  This charge determinant provides customers with time-of-use signals that encourage use of the transmission system outside the 7:00 a.m. to 7:00 p.m. period."

And you've mentioned that a moment ago.

What is the conceptual rationale for the 15 percent?  Why isn't it 20 or 25 or 30?


MR. ROGER:  You mean, why it was set up at 85 percent, as opposed to a different value?


MR. THOMPSON:  Right.


MR. ROGER:  I believe this is part of the original sort of setup of the charge determinants back at the previous hearings.  And it was considered fair to customers that they should pay something, even though they don't use the facilities during the peak period.


MR. THOMPSON:  Right.  But is -- well, let me come at it this way.  There is time-of-use spreads, if you will, on the distribution side.  Are they limited to this 15 percent, or are they wider, or do you know?  In other words, if I do all of my laundry at midnight, take my baths and all of that stuff, I know I save some money on electricity.  But am I limited to 15 percent savings, or is it something greater?


MR. ROGER:  Most of the bill for transmission customers is a commodity charge.  So you would save, because the spot market price is much lower in the off-peak than it is it in the peak period.  So customers already have the incentive to move their consumption away from the peak period, regardless of what the network charges are based on.


MR. THOMPSON:  Well, can you help me in your own words with why it should be 15 percent rather than something higher?  Less than 100 but something higher than 15 percent.  How do you land on that number?


MR. ROGER:  I don't have the information with me right now how the 85 percent was landed at, sorry.  It was just a carry-over from previous proceeding.


MR. ROGERS:  I can help a little bit, I think, Madam Chair.  There was a considerable discussion about this in the first transmission case, 0044 I believe it was.  And I am certain in that decision you will find reference to the rationale behind this.

My recollection is that there was a good deal of stakeholdering done at the time, and that this represented a consensus of the stakeholders as to what a fair compromise was.  I don't think it is any more scientific than that.  It was the company's judgment, based on input from all of its stakeholders, that this was an appropriate compromise position.  I think that is a fair summary.  But it is in the decision.

MS. CHAPLIN:  Thank you.

MR. THOMPSON:  Well, my -- how far back does that go?


MR. BUT:  1999.


MR. ROGERS:  And it was --

MR. THOMPSON:  Ten years ago then.

MR. ROGERS:  Yes, and it was reviewed again, of course, in the last transmission case as well.

MR. THOMPSON:  Okay.  Well, there have been a lot of electrons under the bridge since then, so I will leave it there.  Thanks very much.


MS. CHAPLIN:  Thank you, Mr. Thompson.

We will take our morning break now and return in 20 minutes.


--- Recess taken at 11:07 a.m.

--- Upon resuming at 11:32 a.m.

MS. CHAPLIN:  Please be seated.

Are there any preliminary matters before we continue with Mr. Buonaguro?

MR. THOMPSON:  Madam Chair, there is one question I forgot to ask.  I have spoken to my friend, Mr. Rogers, and Mr. Buonaguro, and they don't have any objection, if you don't, to me asking it.

MS. CHAPLIN:  That's fine with me.

MR. THOMPSON:  All right.  Thanks.
Cross-examination by Mr. Thompson (continued):

MR. THOMPSON:  Mr. Cowan, perhaps you can help me with this.  I don't think you need to turn these documents up.  But in the revenue requirement section, you may recall the previous day questioners were asking about the export revenue credit, which is at line 7.  Then there is, at line 8, a deduction for other cost charges.


Those two line items appear in both tables 2 and 4 in the revenue requirement, Exhibit E1, tab 1, schedule 1.

There was evidence to the effect that actual export revenue in 2008 was in the $26 million range, and the evidence, as I understood it, was there is no deferral account for export revenue.

The question I had is with respect to the footnote in each of these tables, where it is talking about other cost charges, and it says this, and I will quote it:
"Other cost charges includes deferred export credit refund, deferred tax refund..."

And some other items.  That footnote appears in both those two tables.

What I wanted to ask you about is a line item in Exhibit I, tab 1, schedule 15, which is giving the breakdown of line 8 in the 2009 table.  So if you could turn that up for me?

MR. COWAN:  We have that exhibit.

MR. THOMPSON:  Okay.  Under a heading "Existing Deferral Account Recovery Details", there's a line item, "Refund of export credit revenue".  It is shown as $13.2 million.

And my question is:  What does that refer to if there is no deferral account for export revenue?


MR. COWAN:  Mr. Roger will answer that question for you,

MR. ROGER:  I believe up to 2006 we did have a variance account.  We did -- to deal with the differences in export revenues from market opening until then.  So this reflects the clearing of that balance account.  That was sort of decided as part of the EB-2006-0501 proceeding.

MR. THOMPSON:  Okay.  But there's no -- this variance account was not continued after 2006; is that what I understand you to be saying?

MR. ROGER:  That's correct.  The Board decided not to continue that variance account after 2006.

MR. THOMPSON:  Is that reflected in a Board decision somewhere, the rationale for that?

MR. ROGER:  I don't have it with me, but I believe it does.

MR. THOMPSON:  All right.  Thank you very much.

MS. CHAPLIN:  That completes your examination?

MR. THOMPSON:  Yes.  Thank you very much.

MS. CHAPLIN:  Thank you.  Mr. Buonaguro.
Cross-Examination by Mr. Buonaguro:

MR. BUONAGURO:  Thank you.  I need to continue on a little bit - good morning, panel - with the export tariff issue.

I am just going to start -- this is -- I am going to Exhibit H1, tab 5, schedule 1, page 1 of 2, and this is a summary of the settlement agreement with respect to the export transmission service issue.

To paraphrase the settlement agreement, basically the IESO is going to complete a study.  They're going to file it June 1st 2009, and then Hydro One takes the results of the study and applies for a new tariff rate.


Is that a fair summary of what is supposed to happen?

MR. ROGER:  As required, yes.

MR. BUONAGURO:  When you say if required, that means if their recommendation or findings suggest it should be something other than what it is with the existing tariff rate.  Is that what you mean by "as required"?

MR. ROGER:  That's correct.

MR. BUONAGURO:  Okay.  Now, I am going to turn up VECC interrogatory response number 24, which is I, tab 6, schedule 24.

MR. ROGER:  I have that.

MR. BUONAGURO:  I am looking at response part B, where it says:
"Hydro One expects the Board will initiate a process to review and approve the IESO recommendations from the ETS tariff study."

My question to you is:  Where does that expectation come from?

MR. ROGER:  It is our understanding that the OEB would have to review any recommendation from the IESO with respect to what the export tariff should be.

MR. BUONAGURO:  So wouldn't that come from your application for a change to the tariff rate?

MR. ROGER:  We see that as a follow-up to the review.  We would just implement whatever the Board approves with respect to the export tariff.

MR. BUONAGURO:  I see.  So the process, from your mind, isn't that they would file -- that the IESO would file the study, and then Hydro One would apply for a new tariff.  You're saying that the IESO would file the study, and then the OEB would initiate a consultative of some sort to review the study, and then you would apply for a new tariff rate?

MR. COWAN:  I think as I also mentioned to Mr. Thompson earlier, also the IESO would have to be able to go out and negotiate whatever with the various parties, and it would depend on those negotiations, as well, as to what the final result would be that Hydro One could implement.

There could be various scenarios, depending on what they agree with each of the various authorities.  It could be different in each jurisdiction.  It could be status quo.  We just don't know yet.

MR. BUONAGURO:  You're talking about the possible negotiation of reciprocal agreements?

MR. COWAN:  That's correct.

MR. BUONAGURO:  I am turning back to the settlement agreement excerpt from H1, tab 5, schedule 1, and it says:
"The IESO will seek input from market participants and interested intervenors in this proceeding and keep the parties informed of the progress of negotiations and the study.  It is agreed that the IESO will make its report available to the Board upon completion, which will be no later than June 1, 2009, with the results of reciprocal arrangement negotiations and the study, including recommendations for an appropriate ETS tariff."

So when you talk about negotiations, this suggests to me that is all part of the study you're getting June 1st.  Isn't that true?

MR. ROGER:  That's correct.

MR. BUONAGURO:  So, again, once you have the study June 1st, 2009, the next step from the settlement agreement appears to be that Hydro One makes an application for a new tariff, and I still don't see where this interposition of a Board-initiated consultative which, as I understand it, the Board isn't aware that they're supposed to be initiating a consultative on this for, but I don't see where that comes from.  Can you help me with that?

MR. ROGER:  The way that we see this, this is an IESO study with their recommendations.  It is not up to Hydro One to approve it or reject it.  We just implement whatever the Board decides the appropriate tariff should be.

MR. BUONAGURO:  Well, I'm looking at the plain words of the settlement agreement, and it says, and this is the part I have highlighted:

"Hydro One Networks remains responsible for seeking changes to its approved transmission revenues and rates and will do so as part of the 2010 transmission rate-re-setting process period following the publishing of the study."

There is nothing in there talking about the IESO making an application or the OEB starting a consultative to change the tariff rate.

I mean, as I understand it, this is a tariff rate that Hydro One charges; right?

MR. COWAN:  It's a rate we charge, but, again, their study is going to come up with some recommendations.  Those recommendations somehow have to be approved, and they have to be able to implement those.

What we're suggesting is that the best time for Hydro One to make application for such change will be at the time we file our next application, which as I mentioned earlier would be sometime later this year or very early next year, and in order to keep everybody whole it would probably make sense to have a deferral account to record any differences; i.e., re-establish that deferral account that is not there today.  That way all parties will have time to look at and analyze the results of the IESO study and clearly understand the implications, while keeping everybody whole during that time.


MR. BUONAGURO:  So you're saying that, in terms of fulfilling your obligation under the settlement agreement to apply for changes to the tariff rate, it will be sometime later this year, sometime early next year?


MR. ROGER:  Yes, as Mr. Rogers mentioned in his opening statement, it is the company's intent to file for a 2011/2012 cost-of-service transmission hearing during that time frame.  So this will allow a full, you know, analysis and discovery of the results of the study and implications for ratepayers.


MR. BUONAGURO:  So have we gone past this idea that the Board is going to initiate a consultative on its own, and that it will actually be Hydro One that's going to be applying to the Board for a change to the tariff rate, and that is when it is going to be examined?


MR. COWAN:  Well, I can't speak for what the Board may wish to do with this study, but it would certainly be Hydro One's position that this would be a logical way to expedite the study results, would be to have it filed and reviewed by all parties at our next hearing, and keep the deferral account, establish a deferral account to track any differences from what might result from the IESO negotiations with the various parties, versus the 12-million forecast.


MR. BUONAGURO:  Thank you.  That might be the last time we have to talk about the export transmission tariff, in this case at least.


I would like to ask some questions about cost allocation, and I am starting with a reference from the application.  It's Exhibit G1, tab 2, schedule 11, page 11.  And this is a description in the evidence of the allocation factors for generation connection assets.


And the summary that I am trying to get from this is that -- and I would ask you to confirm -- is that the costs of line connection and transformation connection assets used to serve generators are allocated to the network pool; is that correct?


MR. ROGER:  That's correct.


MR. BUONAGURO:  And in cases where such assets are shared between generators and load, the generator portion is determined, and that part of the assets costs are allocated to the network pool; is that correct?


MR. ROGER:  That's correct.


MR. BUONAGURO:  Now -- and I guess this is -- by way of example, I am going to turn to Exhibit G2, tab 3, schedule 2, which is a table.  And basically, I am only bringing this up because it shows that -- it sets out the load and generator split for transformation connection assets used to serve generators.

So if we look at this column along the side, it shows how the costs are split between generation and load?  Is that basically what the table tells us?


MR. ROGER:  That's correct.


MR. BUONAGURO:  And then looking at our response to a VECC IR, this is Exhibit I, tab 6, schedule 63, here you confirm for us that there's been a significant increase in the number of assets deemed to be generator station connections.  Is that generally true?


MR. ROGER:  The word "significant", I don't know where is that.  But, yes, there have been changes.


MR. BUONAGURO:  Okay.  Now, can you tell me whether the assets which were newly classified as generator station connections were previously part of the network pool or part of the transformation connection pool?


MR. ROGER:  They were probably part of the dual-function line connection.  So part of them would have been network, part of them would have been line.


MR. BUONAGURO:  So the answer is, both?


MR. ROGER:  Yes.


MR. BUONAGURO:  Okay.  And for those that were part of the -- previously part of the network pool, they have now been shifted into the transformation connection pool, increasing the costs in the transformation connection pool?


MR. ROGER:  I don't follow the logic, sorry.

MR. BUONAGURO:  Well, for those that were part of the network pool, this change in definition puts them into the transformation connection pool and increases the costs there?


MR. ROGER:  I don't see how they would be part of the transformation connection now.  I think they would still continue to be part of either network or line.


MR. BUONAGURO:  Well, are you telling me that because of the -- the fact that they have been newly classified as generator station connections hasn't had an impact on the transformation connection pool costs?

MR. ROGER:  The generation connection costs are part of the network, as we discussed just earlier, right?  And only if there is load connected to them it's split between network and line connection.


MR. BUONAGURO:  Well, perhaps you can maybe describe for me generally then, what has the impact been on the costs in either/or the network pool -- sorry, what's been the impact on the costs in the transformation connection pool as a result of this new classification of generator station connections?  Has it been increasing the costs in the transformation connection pool, or has it been decreasing the costs in the transformation connection pool?


MR. ROGER:  I think we're saying there, in response to Exhibit I, tab 6, schedule 63, that the new junctions asset identified do not currently have any costs assigned to them and do not impact the allocation process.


MR. BUONAGURO:  Now, I am just trying to -- forgive me for stumbling along on this, but it is a cost allocation, so I am entitled to stumble a little bit, I think.


My understanding is that before they were newly classified as generation station connections they would have been classified somewhere else, and that somewhere else would have either had the impact of -- they would have had costs associated with them, but that taking them out as generation station connections, you are either taking them out of the transformation connection pool or added them -- sorry, you have either taken costs out of the transformation connection pool or you have added costs to the transformation connection pool.  Are you telling me I am just wrong?


MR. ROGER:  These new junctions that we talked about here, they don't have any costs associated with them.  So it would not have affected the allocation process.

MR. BUONAGURO:  So prior to the classification they had no costs associated with them at that point either?


MR. ROGER:  There may have been some costs associated with them earlier.

MR. BUONAGURO:  Where would those costs have rested?

MR. ROGER:  They would have been part of the dual function line, so either networks or line connection.

MR. BUONAGURO:  Okay, thank you.  Now, in this response to VECC interrogatory 63, you talk about two reasons for the change in classification.  The first was related to data cleanup issues, and the second was with respect to the identification of the new junctions used to connect generating stations.

Could you briefly explain the second reason a bit further?

MR. ROGER:  The junctions?  I think we say there in the response that the identification of new junctions are refinement to our fixed asset system that will facilitate future cost assignment for any work done on these assets.  So this is more forward-looking.

MR. BUONAGURO:  And, again, the new junctions, I think what you're telling me - this is my last question, probably, as it relates to your answer to my earlier questions - they were either -- they were previously considered a network pool cost or line connections pool costs; is that what you were telling me before?

MR. ROGER:  That's correct.

MR. BUONAGURO:  Okay, thank you.

Turning up Exhibit G1, tab 3, schedule 1, attachment 1, this is part of the Hydro One Networks study on line connection charges.  On page 4 of this study, you talk about the fact that there are 45 delivery points that currently do not pay line connection charges.  Do you see that?

MR. ROGER:  Yes, I do.

MR. BUONAGURO:  And you note that these points exclude generators; true?

MR. ROGER:  Yes.

MR. BUONAGURO:  So from that, we conclude that the 45 are all load connections; is that true?

MR. ROGER:  Either direct or LDCs, correct.

MR. BUONAGURO:  Okay.  Now, in VECC Interrogatory No. 65, Exhibit I, tab 6, schedule 65, we ask -- under the alternative approach for line connection charges that you are proposing or that you are discussing in the study, we ask if there would be any customers who would not be billed for line connection service.  I will just pull that up.

In the response, you say that power producers would be exempt, but you don't go on to indicate whether there were any load customers who would not pay line connection charges under the alternative.

Could you clarify that?  On the alternative approach in the study, would there be load customers who would not pay line connection charges?

MR. ROGER:  I don't think so.  I think all load customers would pay some sort of line connection under this, the alternative scenario.

MR. BUONAGURO:  Okay, thank you.

I would like to have you turn up interrogatory response I, tab 6, 67, VECC interrogatory 67, a few pages down from where we are now.  This talks about -- this is the coincident peak/non-coincident peak charge determinant issue.

If we're looking at the response to part B of our interrogatory, is it fair to conclude that over half the time direct customer delivery points are currently billed on the basis of demand coincident with the system peak and that for LDCs the percentage is close to 85 percent?

MR. ROGER:  Yes.

MR. BUONAGURO:  And for those direct customers who are billed using the 85 percent non-coincident peak parameter, do you have any sense whether for most of them 85 of non-coincident peak is material greater than their coincident peak?

I guess the fact that for some of the time it is based on the 85 percent non-coincident peak, is that a material change in the columns for them?  Is it a material difference?

MR. ROGER:  I don't think I have the information with me to be able to answer that.

MR. BUONAGURO:  If we back away from the specific information, do you have a sense of whether it is generally material?  I understand it may be material in some cases and maybe not in others.  Do you have a general sense of what the answer would be?

MR. ROGER:  No, I don't.

MR. BUONAGURO:  Okay.

And for LDCs who are billed using the 85 percent non-coincident peak parameter, I guess for about 15 percent of the time, do you have any sense as to whether for most of them that figure is material greater than their coincident peak?

MR. ROGER:  No, I don't have that information with me.

MR. BUONAGURO:  Could I ask you to turn up VECC 17; I, tab 6, schedule 17?  Here we asked -- I will just pull up the question here.  We asked you to please provide a breakdown of the 2008 to 2010 load forecast by region, including for each region the regional peak demand forecast and the regional peak demand forecast consistent with the system peak.

And looking at the answer, is it general to say that the peak demand in a particular region can be higher than the demand in the region at the time of system peak, but it can't by definition be less?

So, for example, if we look at December 2008 for the central region, we have a peak load by region of 11,304, and for all regions it appears the peak load in the region is less than the region's peak at the time of system peak, so if you look down at the bottom, the top column is always smaller than the bottom table.


I just give the one example, central, December 2008, 11,304.  Central 2008 for peak load by region consistent with total system peak, 11,664.  So the first is always at or below the second.  Is that generally true?

MR. BUT:  Perhaps I can explain.

MR. BUONAGURO:  Sure.

MR. BUT:  The information provided for peak load by region that you highlighted for the first block of information, that is basically the non-coincident peak for each of the regions by month.  The second part of the information is the total system peak, and that refers to the total system peak at the generation level and, by definition, they would be higher.  They would have been higher because of transmission losses.

MR. BUONAGURO:  I see.  So is there a way that you can file a table so they're consistent with one another by using the same point of measurement?

MR. BUT:  Can you repeat your question to me?

MR. BUONAGURO:  What you're telling me is that the reason that table 1 is always lower than table number 2 is that table number 2, if I remember correctly your answer, includes -- it's before line losses are deducted from the total?

MR. BUT:  That's correct.  The second part of the total system level is basically at a much higher level, at the generation level, while the first block is at the delivery point level.  So we have transmission loss in between.

MR. BUONAGURO:  So is there any way that -- I guess the question would be:  Is there any way you can re-file table 2 so that the way that you are measuring is consistent with table 1 to get a closer comparison?


Off the top of my head, it sounds like you would have to adjust table 2 by accounting for the line losses.  Is that what you would have to do?

MR. BUT:  The difference is basically transmission-line losses.


MR. BUONAGURO:  Right.  So is it possible to redo table 2 to make -- to account for those line losses so that it will match the way that you are measuring table 1?

MR. ROGERS:  Before I undertake to do this, I would like to know what's involved.  But I'm wondering if Mr. Buonaguro can tell me what value this is going to be to the Board.  And maybe it is apparent to everybody else, but I don't understand what purpose it would serve.


MR. BUT:  And can I add that, assuming the transmission losses say 3 percent, and if I take out the 3 percent from the second table, it will be exactly the same number in the first block.  So I don't quite understand why you want to get the same information that is already provided.


MR. BUONAGURO:  Maybe that's why I ask.  I'm trying to find out if the two tables represent the -- actually do represent the same information or not, and I think you are telling me, yes, they do, once you have accounted for the line loss.

We were trying to figure out why the two tables were different, and I think you've explained it now, that if we account for the line losses, that the two tables are the same.  Is that what you're telling me?


MR. BUT:  Yes, I can confirm that.

MR. BUONAGURO:  Is that a firm identical, or is that if you follow through the logic with the line losses, you would expect that there would be --

MR. BUT:  I think that is definitely, yes.


MR. BUONAGURO:  Okay.  Thank you.  That's what I was trying to find out.  Thank you.


MR. QUESNELLE:  Can I just be able to push this one more time, Mr. Buonaguro?  The tables are titled "peak load by region", and you said that that is non-coincident peak.

MR. BUT:  For that region.

MR. QUESNELLE:  For that region.

MR. BUT:  For that region.


MR. QUESNELLE:  And then the second table, we have peak load by region, which is consistent with --

MR. BUT:  The total system.


MR. QUESNELLE:  Okay.  So --

MR. BUT:  The difference is the transmission loss.

MR. QUESNELLE:  So it is never the case that a regional peak will be non-coincident?  If you're saying that the only difference is the transmission losses, by identifying the first table, just in your comments just earlier said this is non-coincident peak for the region --

MR. BUT:  In this case we are scaling the region load forecast by region to be consistent with the total forecast.  So the difference is the loss, transmission loss.

MR. QUESNELLE:  So is it -- I'm not understanding your qualifier that it is non-coincident peak then, when in fact it is.

MR. BUT:  Non-coincident peak in the sense that for each region you would have a different load profile.  North would have a different load profile compared to central and east, and -- but in order to be consistent with the total peak.  There's only one peak.


MR. QUESNELLE:  Thank you.


MR. BUONAGURO:  Thank you.

Now, during my cross-examination of panel 1, we got into talking about Hydro One Network's regional load forecasts, and I think I actually referred to this same table, and that panel noted that even if a forecast for a region is declining, there can be pockets or -- I call them sub-regions -- where load could be growing and trigger the need for new facilities.  And then the panel also indicated that there were load forecasts to support these more locally-driven development projects.


Did you have a chance to review that part of the transcript, or are you familiar with or can you agree with generally what I have been saying here?


MR. BUT:  I was listening to the hearing.  I can confirm that the statement that we made by witnesses in panel 1 was correct.


MR. BUONAGURO:  Thank you.  Are the local or sub-region load forecasts something that you, Mr. But, would be personally involved in preparing?


MR. BUT:  Yes, we were involved in doing all the forecasts by each of the transmission customer delivery points, and in total we are basically talking about hourly forecasts for over 600 delivery points.


MR. BUONAGURO:  So then would you agree that there can be growth in a local area load, even though load is declining at the regional or system level?


MR. BUT:  Yes, I agree with that statement.


MR. BUONAGURO:  And would you also agree that the time these -- that the local peaks occur may not necessarily be the same as the timing of the system peak or even the relevant regional peak, but that they could be driven by very localized conditions or circumstances?

MR. BUT:  That is correct.


MR. BUONAGURO:  Thank you.  If I could ask you to turn up Exhibit A, tab 14, schedule 3, page 1.  And this is from -- entitled "transmission business load forecast and methodology".  And what I am looking at is table 1 on the page.  And it sets out the forecast for Ontario demand and the forecast that the billing determines.  Do you see that?


MR. BUT:  Yes.  I have it.


MR. BUONAGURO:  Now, in terms for the forecast of Ontario demand, can you tell me at what point on the system this is measured?

MR. BUT:  That is basically the total system demand coincident at the same time.  Effectively, that is basically the Ontario demand, the electricity demand or requirement, for the province.


MR. BUONAGURO:  Can you tell me at what point, though, it is measured, the point of measurement?

MR. BUT:  That is basically the sum of all the delivery points.


MR. BUONAGURO:  It's at the point of delivery?  Is that what you're telling me?


MR. BUT:  This one is -- the Ontario demand is at the point of the generation.


MR. BUONAGURO:  Point of generation.  Okay.  Thank you.
  That's the only thing I wanted to clarify for that, and based on that, I have no more questions.  Thank you.


MS. CHAPLIN:  Thank you.

Mr. DeVellis, I believe you are next.

Cross-Examination by Mr. DeVellis:


MR. DeVELLIS:  Yes.  Thank you, Madam Chair.  I actually just have one area of questions -- well, I guess two.  One is with respect to Exhibit J3.1, and it just has to do with your third-party debt.


And do I understand that you are -- I believe what you said in the application and what you're saying now is, for third-party debt you are not proposing to update any of the forecasted costs, either for 2009 or 2010?


MR. COWAN:  That's correct.


MR. DeVELLIS:  Okay.  That's fine.  That's all I had on that, thanks.


And the other area of questions I have is with respect to your load forecast, and specifically with respect to the difference between your forecast and IESO.  And maybe you can -- if you could turn up Exhibit A, tab 14, schedule 3, attachment B.

And if you could go to table 1, in section 5.  And the pages aren't numbered, but...

 MR. BUT:  Yes, I have it.


MR. DeVELLIS:  Okay.  And so with respect to the, what you call the day effect, I understand what your evidence is.  I'm not sure if it was so clear this morning, which is why I am going over it, is that the IESO -- the difference between yourself and -- well, yourselves and IESO is that IESO assumes that peak demand will occur on the busiest day of the week, which they say is Wednesday; is that correct?


MR. BUT:  The forecast methodology for IESO is using Wednesday.


MR. DeVELLIS:  Right.  So in essence, what IESO does is they assume that the peak conditions for demand, whether it is weather or other factors, will occur on a day that is also the busiest day of the week.

MR. BUT:  They assume the extreme peak condition will happen -- always happen on a Wednesday.

MR. DeVELLIS:  Okay.  Which -- and the reason they do that is because it is the busiest day of the week.  So for system reliability purposes, in effect, they assume the worst, that, A), that the peak conditions will occur on the busiest day of the week.


MR. BUT:  That is correct.


MR. DeVELLIS:  Okay.  And your -- but for Hydro One, for rate-making purposes, you don't assume that peak conditions will occur on the busiest day of the week.  It could be any day of the week.

MR. BUT:  It could be any day --

MR. DeVELLIS:  Okay.  All right.  And is it -- would it be correct to say that IESO, because they're planning on the basis of system reliability, and so they have to be more cautious.  They have to assume the worst, in essence.


MR. BUT:  As we responded in I-11-12, I-11-2, we said that the IESO methodology is appropriate for reliability planning.

MR. DeVELLIS:  I understand that.  But the reason is they have to be a little more cautious than you do, because they're planning from a system reliability perspective and you are planning from a rates perspective; is that fair?

MR. BUT:  That's correct.

MR. DeVELLIS:  Okay.  Now with respect to demand response, if you could just flip to the previous page of that exhibit, so section 4.3, do you see the CDM used by IESO is -- do you have that there?

MR. BUT:  Yes, I do.

MR. DeVELLIS:  Middle of the page.  The formula is CDM used by IESO is total CDM, and they subtract demand response; correct?

MR. BUT:  That's correct.

MR. DeVELLIS:  For Hydro One -- well, Hydro One does not subtract demand response?

MR. BUT:  IESO considered demand response as the resources, while Hydro One considered the demand response as part of CDM reductions.  That's the difference.

MR. DeVELLIS:  Okay.  So by that you mean IESO adds demand response to their resources, and so they don't --

MR. BUT:  -- the supply side, and therefore they don't reduce it in the demand side.  While Hydro One of course we don't have the supply side, that's the reason why we reduce it from the demand side.

MR. DeVELLIS:  You're saying, in essence, there is no difference between you?

MR. BUT:  There is no difference, if you account for that definition of differences.

MR. DeVELLIS:  Okay, okay.  What your evidence is is that IESO treats the load impact of some demand response programs and embedded generation as a resource.  As far as you know, is there a difference between what demand response programs IESO uses and what is in the total demand response programs?  I am just questioning the use of the word "some" here.

MR. BUT:  Both IESO and Hydro One uses the CDM forecast from OPA.  And as part of that forecast, there is a component of demand response from customer.  So from that point of view, it was considered reduction.

But in terms of demand response -- either demand response -- I guess I was counting again on the supply side.

MR. DeVELLIS:  All right.  Thank you very much.  Those are my questions.

MS. CHAPLIN:  Thank you, Mr. Stephenson.
Cross-Examination by Mr. Stephenson:


MR. STEPHENSON:  Thank you, Madam Chair.  I think I only have one question.  I will be very brief.

Panel, an earlier panel commented on one of the updates that was brought to the Hydro One board, I believe in November of 2008, was new information regarding Hydro One's load forecast.  And the Hydro One board was advised that you are now, because of economic events, forecasting that the load forecast for 2009-2010 was going to be lower than you had previously forecast.

Do you recall hearing about that?

MR. BUT:  Yes, I do.

MR. STEPHENSON:  Okay.  When I heard that evidence, I in my own mind was thinking about load forecasts from the perspective of the energy throughput in 2009 and 2010 being lower than previously forecast.  But what I wanted to find out from you is of course your charge determinants aren't based on energy throughput.  They're based upon peak demand, as described earlier today.

What I wanted to find out was:  Are you in fact forecasting a decrease from your prior forecast on your load in terms of the charge determinants that you actually use?

MR. BUT:  That's correct.  Perhaps I will take a few minutes to explain.

In around October, we have been asked to do some scenario analysis for the Hydro One board in terms of the latest -- what's the implication of the latest information.  The scenario analysis that we did at that time in terms of GDP for 2009, it was no longer the 2.1 percent that we filed in Exhibit A-14-3 in these submissions.

At that time, the consensus forecast was already down to around 0.5 percent for 2009 and 2 percent for 2010, compared to 2.1 percent and 2.8 percent for 2009 and 2010, respectively.

We did the analysis quickly, and that is the reason why, in the recent asset analysis sections, there was risk presented to the Hydro One's board to the effect that the revenue, because of the lower load forecast, the revenue for Hydro One would be $17 million to $22 million lower under the --

MR. ROGERS:  Can I just interrupt the witness?  I'm interrupting the witness.  I think he is referring to a document which I believe was a confidential document.  I just need to think this through as to whether there is anything here that needs to worry me.

I wonder if Mr. But can give us -- without referring to the documents that went to the Board and just escape that, if he has some information for this Board that would be useful about what the load forecast would do if it was updated as of -- it was October I think you said, Mr. But?

MR. BUT:  Yes.

MR. ROGERS:  Madam Chair, would you mind if I asked the witness to try and frame his answer generically without referring to those confidential documents?

MS. CHAPLIN:  I think that is appropriate, yes.

MR. BUT:  Okay.  Maybe I will restart again.

In around October of 2008, we did some analysis using the more updated information at that time, and for 2009 and 2010 the consensus forecast that we took quickly around October 2008 was, for GDP, 0.5 percent and 2 percent, respectively, compared to the 2.1 percent and 2.8 percent that we used in this rate filing.

And, obviously, because of the lower GDP forecast, the peak forecast would have been lower and, of course, there would have been some negative revenue implication for Hydro One.

As a matter of fact, we had before this hearing and -- we did some quick consensus analysis, and using information available as of last Friday, the consensus forecast that we come up with for Ontario for 2009 and 2010, at this point, is minus 1.9 percent for 2009 and 2.5 percent for 2010.

In terms of some very quick analysis in terms of the revenue, this would mean minus $9 million in terms of less revenue for Hydro One in 2009, and minus $14 million of revenue for 2010.

MR. ROGERS:  May I just interrupt Mr. But, with your permission, Madam Chair?  The 2.5 figure you gave for 2010, is that a positive or negative?

MR. BUT:  That is positive.

MR. ROGERS:  Positive?  Thank you.

MR. STEPHENSON:  That was my question.  Thank you, Madam Chair.  Thank you, panel.

MS. CHAPLIN:  Thank you.  Mr. Andrew, does the Society have any questions?

MR. ANDREW:  I have no questions.

MS. CHAPLIN:  I believe the EDA has some questions.
Cross-Examination by Ms. Friedman:

MS. FRIEDMAN:  I will just move down so I can see the witness.

Hello, panel.  My name is Kelly Friedman.  I represent the Electricity Distributors' Association.  I have really just one question, and that is regarding AMPCO's alternate proposal for network charge determinants.

I take it you have considered that proposal?

MR. ROGER:  That was considered as part of the previous proceeding, 2006-0501.

MS. FRIEDMAN:  Have you read their evidence, AMPCO's evidence they filed in this proceeding?

MR. ROGER:  Yes, I have.

MS. FRIEDMAN:  Okay.  Why doesn't Hydro One recommend the proposal that AMPCO has put forward?

MR. ROGER:  The reason is that there doesn't seem to be, from the stakeholders, a unified approach that there is a need to change the status quo, as in the status quo reflects sort of a compromise that's been achieved through a number of hearings and looking at the different charge determinants.  And Hydro One still feels that there is enough incentive under the current charge determinants for customers to shift load to the off-peak.


We think also that the current charge determinants align with cost causality by ensuring that all customers contribute to the embedded costs of the transmission system and avoid concerns raised by the Board in RP-1999-0044, with the issue of free ridership.


We think it is fair and equitable, and it does not unreasonable disadvantage customers with limited ability to shift their demand off-peak.  And customers are imposed similar peak demand on network facilities, pay similar service charges.  And we also think the current approach is relatively simple and transparent.


MS. FRIEDMAN:  Can you confirm that it is LDC demand that largely drives overall system peak demand, correct?


MR. ROGER:  That's correct.


MS. FRIEDMAN:  That's right.  And end-use customers have a much greater ability to shift load away from the system peak than the LDCs, correct?


MR. ROGER:  Correct.


MS. FRIEDMAN:  I think we were refer to it as a zero probability.  Mr. Thompson referred to it as, the LDCs have a zero probability of being able to shift away from system peak, correct?  You agreed with Mr. Thompson when he said that.


MR. ROGER:  I don't know of zero probability, but very limited, because they are not the end user of the load, rather just transmit the load.


MS. FRIEDMAN:  That's right.  And do you understand, when the LDCs -- you may not know the answer to this, but I will put it to you anyway -- when LDCs participate -- their customers participate in programs such as Peak Saver, it is not the LDCs that choose when to shift or turn off load.


MR. ROGER:  That's correct.  It is the end-use customer that decides.

MS. FRIEDMAN:  Well, it is actually not the -- the end-use customer agrees by a contract that they will be shifted off at certain points, at certain times.  Do you understand that?


MR. ROGER:  Yes.


MS. FRIEDMAN:  Thank you, those are my questions.


MS. CHAPLIN:  Thank you, Ms. Friedman.

Mr. Balogh, do you have any questions for this panel?


MR. BALOGH:  Yes, Madam Chair --

MS. CHAPLIN:  Perhaps you should come down or switch to the other side so the witnesses can see you.  It is very awkward just to be a voice from afar.

Cross-Examination by Mr. Balough:


MR. BALOGH:  I should be very brief, because I was overtime yesterday -- last Friday.


My face is Lewis Balogh again, and I am a small-business operator.  My first question is dealing with the weather data and how it has been normalized, which was discussed earlier.


And what part of the weather data is being normalized?  Is it daily temperatures, averages, maximums, minimums, or degree day?  Or all of the above?


MR. BUT:  The weather correction methodology used by Hydro One is documented in A-14-3, but to answer your question directly, we are basically using the daily averages for weather normalizations.

MR. BALOGH:  Daily average temperatures --

MR. BUT:  Of the temperature, as well as other weather factors, wind speed, humidity, and cloud cover.

MR. BALOGH:  Yes.  But you do not use degree day then?


MR. BUT:  The fact that we use temperature, effectively is very similar to degree day.


MR. BALOGH:  I see.  Is it 10 degrees Celsius, or is it different?


MR. BUT:  Can you repeat your question?  I don't quite understand.


MR. BALOGH:  Well, there is a certain benchmark when you talk about degree day, but -- whether air-conditioning needs to be used or heating needs to be considered.


MR. BUT:  Right.


MR. BALOGH:  So the benchmark which you --

MR. BUT:  Reducing temperature, you could have heating degree day, as well as cooling degree days, yes.

MR. BALOGH:  Okay.  So is there a correlation established between, for argument's sake, the degree days and the peak power demand?


MR. BUT:  Absolutely.  The temperature is one of the most important weather variable in determining the peak of the system.


MR. BALOGH:  So in the event there is a substantial difference between a forecast weather and the actual weather, there is a possibility there may be some surplus energy.  Is that possible?  Which is generated, but is not called for?


MR. BUT:  This is an area that is beyond my expertise.  Your question pertains to whether there is enough generation versus demand.  I cannot comment on that.  But in general, if it's a really hot day, of course, the requirement for system would be higher.


MR. BALOGH:  I see.  So then perhaps the next question is not really appropriate.  I was just wondering if in fact Hydro One was involved in energy swaps with other jurisdictions on account of the possibility of having some surplus.


MR. BUT:  The answer is "no".  Hydro One is a transmission and distribution company.  We do not engage in those kind of things that you just mentioned.


MR. BALOGH:  Okay.  And if you have either network line connections or dual-function lines, is there a possibility that some of these lines extend beyond the borders of the province, say to Manitoba or province of Quebec, or is that not the situation?


MR. COWAN:  We have interconnections between Quebec and Ontario.  There is connections between Michigan and Ontario.  There's connections between Ontario and New York.  Three for me to think of right off the top.


MR. BALOGH:  So in that case, would there be any costs associated to these connecting lines?

MR. ROGER:  I don't believe so.  The costs that we are reflected in the network and line connections are the assets within the province to serve the customers in the province.  So I don't believe there is anything that would be for lines outside the province.


MR. BALOGH:  Thank you very much for your answer.  These are all of the questions that I have.  Thank you, Madam Chair.

MS. CHAPLIN:  Thank you, Mr. Balogh.  Mr. Millar?

MR. MILLAR:  Yes, thank you, Madam Chair.  I have as much as half an hour, but I think I am the last one to go today.  So I am in your hands.  I am happy to proceed now or, if you like, we can break for lunch.

MS. CHAPLIN:  Mr. Rogers, do your witnesses have a preference, Or do you?


MR. ROGERS:  I don't have to ask them.  I think they would like to finish.

MS. CHAPLIN:  That is quite all right with us.

Continue, Mr. Millar.


MR. MILLAR:  Okay.  Thank you.

Cross-examination by Mr. Millar:


MR. MILLAR:  Good afternoon, panel.  My name is Michael Millar. I am counsel for Board Staff.


The majority of my questions relate to Issue 6.1, which is, would it be appropriate to make changes to cost allocation in response to the study submitted on line connection costs for customers directly connected to network stations.


And I think before I get into the actual study you filed regarding that issue, I would like to discuss a little bit of the background to this, because I think there's a bit of a long history to this issue, and frankly, it is fairly complicated, and I think if I just launch into the questions without any context, then it won't be helpful, it will be a little bit confusing, so bear with me while I walk us through some of the background to this issue.


Currently you have 522 delivery points in your system; is that correct?


MR. ROGER:  Excluding generators, yes.

MR. MILLAR:  Yes.  And these delivery points, these are the points where you deliver energy to your customers, whether they be LDCs or another large customer; is that right?


MR. ROGER:  That's right.


MR. MILLAR:  And these delivery points are located either on your network lines, which I think you now call dual-function lines, or they're on radial lines, or they're at a network station; is that correct?


MR. ROGER:  That's correct.


MR. MILLAR:  Okay.  And can you help me out?  Just by way of background, what is a network line?


MR. ROGER:  I think, if I can refer you to the definition.  In Exhibit G1, tab 2, schedule 1, on page 3.

MR. MILLAR:  Yes.

MR. ROGER:  So under line 14 there, we define that the network assets are facilities that are used for the benefit of all customers, and there is no customer that is connected to those -- directly to those lines.

MR. MILLAR:  Okay.  What is a radial line?

MR. ROGER:  A radial line is a line where you have at the end one customer connected to that.

MR. MILLAR:  What is a network station?

MR. ROGER:  Excuse me, a network station you asked?

MR. MILLAR:  Yes.

MR. ROGER:  I think on page 4 on Exhibit G1, tab 2, schedule 1, where you find these network stations on line 18 and on line 24.

MR. MILLAR:  Sorry, is that the reference on the screen right now?

MR. ROGER:  Yes.

MR. MILLAR:  Line 18 and line 24?

MR. ROGER:  Right.

MR. MILLAR:  I'm sorry, I'm not following.  This is a definition of a network station?

MR. ROGER:  Yes.

MR. MILLAR:  Okay.  Thank you for that.

I understand that of your 522 delivery points, 45 of them are customers directly connected at a network station; is that right?

MR. ROGER:  That do not pay line connections right now; correct.

MR. MILLAR:  That's right.  They're connected directly at the network stations.

Of these 45 customers, I understand they can be divided into three categories.  There are customers that own the tap line connected directly to the network station.  There are -- or where there is a load serving transformer located inside the fence of a network station or there is a non-standard configuration.  Have I got that right?

MR. ROGER:  Yes, you have it right.

MR. MILLAR:  Okay, thank you.  I'm sorry to take you through all of this background.  I know it is a bit tedious, but...

I provided to your counsel and Mr. McDonald yesterday a chart that Board Staff is hoping to have populated.  I'm not sure if it was circulated to you in advance.

I realize I didn't get it to you until yesterday, but I do understand the Board Staff has had some discussions with the folks at Hydro One and that it shouldn't be a problem to complete this chart.

First, let me ask if you received the charts that I'm speaking of.

MR. ROGER:  I did receive it and I can provide the numbers now, if you so like.

MR. MILLAR:  Oh, wonderful.  I will provide copies to the panel of what we're asking for.  It is essentially to breakdown who these 522 customers are and also to break down the 45 customers that make up the ones connected directly to the network station.

So before you start, just let me just circulate that to the Panel.

[Documents passed to Board Panel]


MR. MILLAR:  You will see that I think it is somewhat erroneously titled at the top "Line Connection Cost Charge", but, otherwise, we are hoping to get the information from that chart.  So could you help us out with that, please?

MS. CHAPLIN:  Can we give this a number first?

MR. MILLAR:  Yes.  I guess we will call it Exhibit K5.1.
Exhibit No. K5.1:  Chart provided by Board Staff showing information related to delivery points.

MR. MILLAR:  That's a chart provided by the Board Staff showing information -- it shows a lot of things, showing information related to the number of delivery points and the number of delivery points that connect directly at network stations.  That's K5.1.

MR. ROGER:  If I can read the numbers to you now, on the total number of delivery points, starting from the left to the right, large consumers, there are 92, and total number of delivery points for distributors 430.  So the 522 is broken down 92 for large consumers and 430 for distributors.

MR. MILLAR:  Thank you.

MR. ROGER:  Delivery points connected to radial lines, next column, for large consumers the value is 52, for distributors it is 183, for a total of 235.

Next column, delivery points connected to dual function network lines, for large consumers it is 40, for distributors it is 247, for a total of 287.

And the last column to the right, delivery points connected to network stations not attracting line connection charges, two large consumers, 43 distributors, for a total of 45.

MR. MILLAR:  Thank you.

MR. ROGER:  For the second part of the table, delivery points connected to network stations, again large consumers is two, distributors is 43, for a total of 45.

3.1, customers owned line tap connected directly to a network station, for large consumers it is two, for distributors it is none, aero.

3.2, load serving transformer stations located inside the fence of a network station, zero for large consumers, 43 for distributors.

The last column about 3.3, non-starter condition configuration, there is none for large consumers and one for distributors.

MR. MILLAR:  Okay, thank you very much, and thank you for preparing that so quickly for us.

Still with the history on this issue, again, we're looking at this at a very high level, because it is kind of complicated, but I understand customers connected at your delivery points pay up to three types of charges.  There are line connection charges, network pool charges and transformation charges.  Have I got that right?

MR. ROGER:  Those are the three charges that customers would pay, yes.

MR. MILLAR:  Yes, okay.  And prior to 2000, can you confirm for me that customers that were connected directly to a network line paid network pool charges, but they did not pay line charges; is that correct?

MR. ROGER:  Prior to?

MR. MILLAR:  In 2000, prior to 1999.

MR. ROGER:  Customers paid bundled rates then.

MR. MILLAR:  I'm sorry, I meant after 2000.

MR. ROGER:  Could you repeat the question, sir?

MR. MILLAR:  Yes, I'm sorry.  If a customer was connected directly to a network line, not to a radial line, they paid network pool charges, but they did not pay line connection charges between 2000 and 2006; is that correct?

MR. ROGER:  That's correct.

MR. MILLAR:  Okay, thank you.  If you were connected to a radial line, you paid line connection charges and network pool charges; is that correct?

MR. ROGER:  Correct.

MR. MILLAR:  And you would have paid transformation charges if you didn't own your transformer.  That applies to everybody?

MR. ROGER:  Correct.

MR. MILLAR:  Okay, thank you.  That gave rise to some concern from some people, AMPCO in particular, but other intervenors, as well.  Would you agree with that?

MR. ROGER:  I wasn't aware of a concern by AMPCO.

MR. MILLAR:  Okay.  But some people were not happy with that.  They thought that was an unfair result, that the people connected directly to network lines were not paying line connection charges; is that fair?

MR. ROGER:  Yes, that's fair.

MR. MILLAR:  Okay, thank you.  And in the Board's proceeding RP-1999-0044, the Board allowed Hydro One to proceed with that, with that setup, with that methodology, but expressed some concern with that, and asked Hydro One to have a closer look if there was something that could be done in the next proceeding to correct for that apparent inequity.  Is that fair enough?


MR. ROGER:  That's fair.


MR. MILLAR:  Okay.  And the next time you came back was your last transmission case in 2006.  That was RP-2006-0501; is that right?

MR. ROGER:  Correct.


MR. MILLAR:  And in response to the Board's concerns that have been expressed in the 1999 case, you updated your methodology; is that correct?


MR. ROGER:  Could you repeat the question, sorry?

MR. MILLAR:  Yes.  In response to the Board's concerns that it had expressed in the decision to the 1999 case, you updated your methodology on how you charge customers; is that correct?  Maybe, to be specific, you created the category of, where a customer was connected to a network line, you created the category of dual-function lines.


MR. ROGER:  Yes.


MR. MILLAR:  Okay.  I'm sorry.  This is new to me, so I am walking through it a bit.  And I am sorry if I'm not being clear.  And how that worked was that if a customer was connected to a network line, that would -- the network line would then be called a dual-function line, and the upshot is that these customers ended up paying line-connection costs.  Is that fair enough?


MR. ROGER:  Correct.


MR. MILLAR:  There was some reallocation of costs from the network pool to the line-connection pool, and then these customers who had not been paying line-connection costs were charged line-connection costs.  Have I got that right?


MR. ROGER:  Yes, that's correct.


MR. MILLAR:  Okay.  And in the company's view, this was a more equitable way to allocate costs?  Is that fair enough?


MR. ROGER:  Yes.


MR. MILLAR:  And this would have led to rate increases for some of the customers who had been on those old network lines; is that right?


MR. ROGER:  Yes.


MR. MILLAR:  Okay.  Thank you.

And the Board approved this updated methodology?


MR. ROGER:  As part of EB-2006-0501, yes.

MR. MILLAR:  Okay.  Thank you.

Now, there remained 45 customers that are connected directly at network stations; is that right?


MR. ROGER:  That's correct.


MR. MILLAR:  And those customers were not then and still are not paying any line-connection charges; is that correct?


MR. ROGER:  That's correct.


MR. MILLAR:  Okay.  And in the settlement agreement for the case in 2006, you agreed to conduct an internal study on connection facilities terminating in network stations and associated connection charges, and you agreed to submit a study with this application; is that right?


MR. ROGER:  That's correct.


MR. MILLAR:  Okay.  And in response to that you filed Exhibit G1, tab 3, schedule 1, attachment 1?


MR. ROGER:  That's correct.


MR. MILLAR:  Okay.  If I could ask you to turn that up, specifically page 1 of that study.


MR. ROGER:  I have that.

MR. MILLAR:  Okay.  And the last sentence in the introduction, just to get at what it is you agreed to do and what you did through this study, it says:

"Hydro One transmission did agree to conduct a study to review the option of charging line-connection charges for demand at a transmission delivery point located at a network station.  An estimate of the new rates..."

And then skipping down to "methodology", the next sentence:

"An estimate of the new rates to reflect charging line connections to demand at a new transmission delivery point located at a network station was determined by deriving the new rate-pool revenue requirements and their associated charge determinants."

Have I read that correctly?


MR. ROGER:  Yes, you have.

MR. MILLAR:  Okay.  So just to try and simplify this as much as I can, what you essentially did was two things.  First, you allocated certain network pool charges to the line-connection pool; is that correct?


MR. ROGER:  Correct.


MR. MILLAR:  And those charges were essentially the costs of hooking up those 45 customers to the network stations?  Those are the costs that you shifted from the network pool to the line-connection pool?

MR. ROGER:  Those were rough estimates of the costs that could be identified as providing line-connection facilities to those customers.

MR. MILLAR:  Understood.  Okay.  And the number you got there was approximately 1.25-million per customer, for a total of $56.25-million; is that correct?


MR. ROGER:  That's correct.


MR. MILLAR:  Okay.  And that amount was subtracted from the network pool and added to the line-connection pool?

MR. ROGER:  That's correct.


MR. MILLAR:  Okay.  And then the second thing you did was that, after you had made that adjustment, you started charging line-connection charges to the 45 customers that are connected directly at the network station; is that right?


MR. ROGER:  That's right.

MR. MILLAR:  Okay.  So it is very similar to what you did in the 2006 proceeding, with the people connected directly to the network lines.


MR. ROGER:  Yes.

MR. MILLAR:  Okay.  Thank you.  So you did all that work.  And if we skip to the end, you calculated the bill impacts for these 45 customers; is that correct?  If I could ask you to turn to page 7 first, the second-last page.  I guess we don't have to read it.  It is just an introduction to the impacts.

And if you flip over to the next page, page 8, table 4, you show the range of impacts on customers; is that right?

MR. ROGER:  For the 45 customers, yes.


MR. MILLAR:  And this table is just for the 45 customers?


MR. QUESNELLE:  Can I ask for some clarity on that, through Mr. Millar?  We're talking about customers, but they're referencing delivery points.  Are we talking about -- does it equate?  Or do we have any LDCs that have multiple delivery points of this nature?


MR. ROGER:  This is by delivery point.  This is not customers, so...


MR. QUESNELLE:  Okay.  Thank you.  Just a clarification.  So it is not necessarily 45 LDCs or -- it is delivery points still we're talking about?


MR. ROGER:  That's right.  It is 45 delivery points, under -- it's -- number of customers is less than that.


MR. QUESNELLE:  Thank you.


MR. MILLAR:  Okay.  Thank you for that, and thank you for that clarification, Mr. Quesnelle.

If we look at table 4, we see the impacts range from minus 1.4 percent, apparently for at least one of the generators, all the way up to a 330 percent increase; is that correct?


MR. ROGER:  Yes, that's correct.


MR. MILLAR:  Now, 330 percent obviously looks like a big number.  But as we saw in the last distribution case, in fact, sometimes a relatively small absolute increase in dollars can lead to what looks like a staggeringly high percentage increase.

For example, if you go from $2 to $6, that's a 300 percent increase, if I am not mistaken; is that right?


MR. ROGER:  Yes.  This is not the impact on total bill.  This is the impact on the transmission bill.


MR. MILLAR:  Right.  And it's the percentage impact, right?  It's not -- we don't see the dollar amounts here.


MR. ROGER:  Correct.


MR. MILLAR:  Okay.  Now, I'm not sure if you will be able to answer this or not, but in my -- I gave a heads-up to your counsel and Mr. McDonald that we would be asking if you can provide information for the 45 customers on the absolute increases, the dollar increases, as opposed to the percentage impacts.

And I know there are some -- there may be some confidential information there.  We certainly don't need to see the names of the particular customers -- or the delivery, the people connected at that delivery point.  We would certainly be satisfied if they were numbered or lettered somehow.

But we were hoping to get an indication of what the actual dollar increases were, as opposed to the percentage increases.  Are you able to help us with that?  And I am certainly happy to take this by way of undertaking, or if you need time to think about it, we can...

MR. ROGER:  I don't have the information with me, but we could add the dollar values.  I believe there was an interrogatory, Exhibit I, tab 1, schedule 88, where you asked us for the elaboration on the range of impacts, and we provided percentages there.


MR. MILLAR:  Yes.


MR. ROGER:  We must have the dollar values, but I don't have them with me --

MR. MILLAR:  Well, that's what I -- I thought you must have the data if you did the study, so --

MR. ROGER:  But I don't have it with me.

MR. MILLAR:  Okay.  But you can provide that by way of undertaking?


MR. ROGERS:  Yes.


MR. MILLAR:  And that is J5.3, and that is to provide the actual dollar impacts for the 45 delivery points.
UNDERTAKING NO. J5.3:  TO PROVIDE THE ACTUAL DOLLAR IMPACTS AND DOLLAR INCREASES FOR EACH CUSTOMER, FOR THE 45 DELIVERY POINTS

MR. MILLAR:  Oh, I see.  Mr. McKay reminds me, and as Mr. Quesnelle said, some of them may have multiple delivery points, so I guess we want the dollar increase for each customer, as well as the delivery point.

MR. ROGER:  So if a customer has multiple delivery points, you want me to add then and provide you one value for the customer?

MR. MILLAR:  Yes, as well as one for each of the 45 delivery points, if that can be done.

MR. ROGER:  Yes, that can be done.

MR. MILLAR:  Okay.  Thank you very much.  I appreciate that.


Okay, I am almost done on this topic, and then I just have one other short issue, but I just want to explore with you that you did this work as you agreed to do in the settlement agreement, but ultimately your proposal to the Board in this rates case is to not adopt this new methodology; is that correct?

MR. ROGER:  That's correct.

MR. MILLAR:  In fact, you discuss that at Exhibit G1, tab 3, schedule 1, page 4 of 5.  You state under 3.0, the last sentence in the first paragraph:

"This study identified bill impacts to transmission customers ranging from minus 1.4 percent to 330 percent on the transmission bill.  The study is included as attachment 1 to this exhibit.  Hydro One transmission is not recommending any changes from the current methodology in cost allocation of transmission assets or the definition of the charge determinants for each rate pool."

Why aren't you recommending that what you did in this study be adopted as the new methodology?

MR. ROGER:  If I can refer you to Exhibit I, tab 6, schedule 65, there was an interrogatory from VECC where they asked a question, and we responded there in part A that we considered the current cost allocation practice to be a reasonable balance of the cost allocation principles.  Given that under the alternative considered by the study, the dollars that shift between pools is not significant, the key issue is whether customers supplied at a network station should have to pay line connection.


It is our understanding that the Board has previously ruled that customers owning their own line connection facilities to a network station should not pay a line connection charge, and it appears inconsistent to make customers that own the distribution feeders to a transformer station located within a network station pay a line connection charge.

Also, we go on at the next page that the study alternative defines a minimal amount of what are currently network pool assets as line connection pooled assets.  And it could be perceived as inconsistent with the principle of cost causality for such minimal use of line connection assets to result in the levying of a line connection charge that recovers the total cost of all line connection facilities.


Also the study requires numerous interpretative assumptions that complicate the cost allocation pools.

So those are the reasons that we felt that we wouldn't recommend a change.

MR. MILLAR:  Okay, thank you for that.  Is part of the reason, then - it seems to be referenced at least in passing - the fact that some of the increases would be quite large on some the customers?  Did that feed into your analysis?

MR. ROGER:  Yes, that would be another reason.

MR. MILLAR:  Okay.  Were these 45 customers or the 45 -- the customers at the 45 delivery points, were they aware that this study was being done, or do you know that?

MR. ROGER:  Out of the 45 delivery points, 29 is Hydro One Networks distribution, so I would say, yes.

MR. MILLAR:  They probably know.  Do you know about the rest of them, though?  Do you happen to know if they know if this study was done or not?

MR. ROGER:  I don't know that.

MR. MILLAR:  Okay, thank you for that.

I just have one final matter and it arose out of some questions that were -- it may have been Mr. Thompson.  I don't recall, actually.


But could I ask you to turn to Exhibit A, tab 14, schedule 3, page 13?  There was some discussion with regard to your weather normalization methodology.  Starting down at line 27, it states:
"In light of the increased volatility on peak in recent years, the energy to peak relationship should be reviewed and updated as part of an ongoing process."

Then I think I heard Mr. But say that you had in fact done that and had adjusted the peak by 430 megawatts.  Did I get that correct?

MR. BUT:  That is correct.

MR. MILLAR:  That's an update to the filing?

MR. BUT:  No.  In this load forecast for the transmission rate case, we have already included that 430 megawatt adjustment.

MR. MILLAR:  So that has already been done?

MR. BUT:  That has already been implemented.

MR. MILLAR:  You speak of volatility on peak in recent years, and maybe there is more information in here and we just missed it, but aside from this, the reference in this sentence, do you provide data to back up that contention?

MR. BUT:  For example, if you can take a look at the information we provided in the attachment A report, which is part of the weather normalization study, if you look at section 2 --

MR. MILLAR:  Sorry, this is the Itron report?

MR. BUT:  No.  This is the main -- the main attachment report entitled "Weather Normalization Study", section 2, "Analysis of Recent Weather Trends".

MR. MILLAR:  Is this it on the screen right now?

MR. BUT:  It is now on the screen.  We have provided to two charts basically plotting the maximum and the minimum daily average temperatures for Ontario.

MR. MILLAR:  Okay, thank you.

I guess you used the data here to somehow come up with a figure of 430 megawatts.  Do we actually have -- or a 430 megawatt increase.

Do we have the data that allows us -- or do we have the calculation that shows how you got that 430 megawatts?

MR. BUT:  Yes, we can provide that calculation.

MR. MILLAR:  Okay.  It is not in the evidence?

MR. BUT:  It's not in the evidence.

MR. MILLAR:  That would be helpful, if you don't mind.  That is undertaking J5. -- I think we just did 5.3, so 5.4, and that is to provide the calculation that allowed you to come up with the 430 megawatt increase in peak.
Undertaking No. J5.4:  To provide the calculation for the 430 megawatt increase in peak.

MR. MILLAR:  And thank you, gentlemen.  Those are my questions.

MS. CHAPLIN:  Thank you, Mr. Millar.  Mr. Rogers, do you have anything?

MR. ROGERS:  No re-examination, thank you.
Questions by the Board:


MS. CHAPLIN:  Mr. Vlahos has some questions.

MR. VLAHOS:  Panel, my questions are by way of recapping some of the implementation issues that have arisen or will arise in settling the order after the Board makes its decision, so they're pretty high level.

I am going to start with -- just give me a second -- with your -- it's going to be in the H series.  So if you can get that binder?

Mr. Cowan, I am going to direct the first few questions at you, being the quarterback of the filing.

If you would turn to Exhibit -- actually, I want to start with E1, Exhibit E1, tab 1, schedule 1 in the same binder, at least in mine, as the H series.

Do you have that?

MR. COWAN:  I have that, sir.

MR. VLAHOS:  That's where you show the revenue requirement for the test years; correct?  Specifically, I am looking at page 4 of 6.  Perhaps we could start there.  Do you have that?

MR. COWAN:  Page 4 of 6 of E1, tab 1, schedule 1 shows the components of the increase of the 62-million between --

MR. VLAHOS:  Yes.  Right.  I stand corrected.  The previous page shows the total revenue requirement, and the previous page being 3 of 6, and then 4 of 6 shows the change in the revenue requirement, being $62-million going from the OEB-approved -- that's what is reflected in the rates today -- versus proposed for 2009 per company.


MR. COWAN:  That's correct.


MR. VLAHOS:  Okay.  So based on the proceeding up to this point, can you just remind us whether any changes need to be made that the company has agreed that have to be made because of updates?  And if so, what would be those areas?

MR. COWAN:  At this stage, you have a direction from the filing -- from the undertaking that was filed this morning, J4.1, of probably the directional change you will see as a result of a lower ROE, a higher deemed long-term debt rate, and a lower short-term debt rate, if the Board were to decide that the parameters that were released in the February 24th letter that we're filing as an undertaking were to take place.


Our proposal, however, is to have those parameters updated using the March consensus forecast when it is available for the '09 test year and the September consensus forecast for the '10.


So if the Board accepts our submission, technically, we would have to wait for those numbers to be available before we could say what's the impact on the 62.  But certainly, you have a directional feel at this point in time.

MR. VLAHOS:  Okay.  Now, that point, sir, that was going to be my last question, but I am going to bring it here now.  This March data that you are looking for, is this something that has been consistent with past practice when the company has filed it to your...?

MR. COWAN:  What it is consistent with, sir, is the Board's document on the OEB issue, the cost of capital, second-generation report.


MR. VLAHOS:  Right.  But --

MR. COWAN:  In Appendix B there, at page III, I will just quote what it says there:

"The ROE must be set in advance of the approved rates.  The final ROE will be factored into rates using long Canada bond forecasts based on consensus forecasts as detailed below and Bank of Canada data three months in advance of the effective date of the rate change."

So in this case we're asking for a July 1 rate change, so we move back three months, thus the request for the consensus forecast for the '09 period based on the March data and the September consensus forecast for the January 1, '10 data limitation.

MR. VLAHOS:  Okay.  So going to the 2010 rates then, your expectation, the company's expectation, is that the rates will have to be changed at that time?


MR. COWAN:  That is our recommended submission, sir, to keep in line, again, with the Board's guidelines from the cost-of-capital report.


MR. VLAHOS:  Right.  And that's not really based whether it should be a February or a March data.  Your application is that, 'We want the new cost of capital to be recognized or reflected in the 2010 rates.'

MR. COWAN:  Yes, that's correct.


MR. VLAHOS:  Okay.  And is there anything else that will be changing, to your knowledge, based on your application in this proceeding, for purpose of 2010 rates, other than whatever the Board will find by way of revenue requirement?


MR. COWAN:  Not at this stage.  It will depend on what the Board rules, obviously, with respect to our spending and for the request for the other components of revenue requirement:  The OM&A, the in-service additions, rate base, finalization, et cetera.


MR. VLAHOS:  Okay.  And then help me with the process now.  Assuming that the Board says, We're going to use the March data, then what happens?  The Board issues a decision now, and then how do you see this roll out?


MR. COWAN:  So if you issue the decision now, we will, obviously, provide a rate order reflecting all the various components of the Board decision.

Next you have to then factor that into the other transmitters and come up with a uniform transmission rate, building in the other transmitters' results, to issue uniform transmission rates for the province for July 1st --

MR. VLAHOS:  All right, sir.  Now, I'm sorry, you are ahead of me on this.  I am sticking with the cost of capital.

MR. COWAN:  Right.

MR. VLAHOS:  Okay?  So say that the panel says, Yes, March shall be the appropriate data.  Now, is your expectation, the company's expectation, that we provide those numbers to the company before they actually file the draft rate order?  I suspect you will have to file the draft rate order, not the Board.

MR. COWAN:  Yes.  We have to file the draft rate order --

MR. VLAHOS:  Right.  So you need --

MR. COWAN:  -- we would reflect.

MR. VLAHOS:  So you would need at some point some correspondence from the Board to indicate that those are the data points?


MR. COWAN:  Well, we would see possibly the Board -- we could either do the calculation, or the Board could do the calculation, to say what the new ROE deemed long-term, deemed short-term rate would be, similar to the letter you just issued for the distributors rebasing in '09.  That would be one option.  Or we could certainly, as part of the rate order, provide what that calculation would be, once the consensus data is available.  Either way.


MR. VLAHOS:  Okay.  So you've touched on the impact of this proceeding to the uniform rates, and of course those will have to be applied to the other three or four -- sorry, three -- other three transmitters?

MR. COWAN:  Yes, three.


MR. VLAHOS:  Thank you.  So what's the process there now, in terms of changing the uniform rates for everyone?  What do we need by way of documentation or a Board instrument?

  MR. ROGER:  I think what needs to be done is then add our revenue requirements and our approved charge determinants to the revenue requirement approved for the other three transmitters, with their charge determinants.  And then a common uniform rate is derived for network line connection and line transformation.


MR. VLAHOS:  Right.  And I am looking, Mr. Roger, at your Exhibit H2, tab 1, and that's where you attach the rate schedule?  Do you see that?  So all I have here is the existing rates case rule, which has an effective date of January 1st, 2009.  There is no proposed schedule, at least in my binder.  Am I missing it?


MR. ROGER:  No, you are not missing anything, sir.

MR. VLAHOS:  I am not missing it.  Okay.  So should there be one?


MR. ROGER:  On the assumption that our revenue requirement is approved as submitted.  And if we add the approved revenue requirement for the other transmitters and their charge determinants, we basically made it what the uniform rates would be as of July 1st, 2009 or January 1st, 2010.


MR. VLAHOS:  Right.  So you would have to do that calculation and file it as part of the draft rate order?


MR. ROGER:  Yes.


MR. VLAHOS:  Okay.  Are the revenue requirements for the other three transmitters, are they now fixed?  Or are there some revenue-requirement decisions that still have to be reflected that are not reflected in this schedule since January 1st, 2009?  Do you know?


MR. ROGER:  I don't know the answer to that question.


MR. VLAHOS:  So who would know the answer?


MR. ROGER:  I believe the Board, because the Board approves the revenue requirement for those transmitters.  So Great Lakes Power, the CMP First Nations, would have to apply to the Board, I believe, for change in the revenue requirement.


MR. VLAHOS:  Okay.  And are those other three transmitters, are they part of this proceeding?  I mean, do we copy them with documents?  Does anybody know?  Board Staff?

MR. MILLAR:  I do, Mr. Vlahos.  They were certainly given notice of this proceeding.  I understand that they're at least observers; though I could be mistaken.  GLP is, I know that, and we could find out certainly if the others are, but they did receive notice.

MR. VLAHOS:  Okay.  Before we leave the rate schedules, I guess, Mr. Roger, for you, there is a rate schedule that talks to the wholesale meter service and the fee for exit from transitional arrangement.

MR. ROGER:  That's correct.  That is exhibit H2, tab 2, schedule 1.

MR. VLAHOS:  Right.  Do we still need this rate schedule, sir?  Is this live?

MR. ROGER:  Yes, it is.

MR. VLAHOS:  It is live.  At some point will it terminate?  I'm sorry, I thought it was a transitional arrangement to take care of a pretty unique issue back a few years ago.

MR. ROGER:  Eventually, when all of the meters are being transferred, then this would cease to exist, but in the meantime we still have meters that we are responsible for on behalf of the customers.

MR. VLAHOS:  Oh, I see.  So what's -- potentially, then, you can have this rate schedule for what, ten years, another many years?

MR. ROGER:  Many years.  I don't know for how many.

MR. VLAHOS:  Okay, thank you.

MR. QUESNELLE:  Mr. Vlahos, just before you leave that, can I just add something?  Can I ask that Mr. Cowan comment?  I'm just looking at the approvals requested under the revenue requirement, and given your comments this morning on the export transmission service, if you could tell us what your current thinking is as to how we would view that approval, original approval sought?

MR. COWAN:  As part of this approval, we've included a forecast of $12 million.  We would request that the Board approve that amount, and you may wish to give consideration to re-establishing -- we haven't requested the variance account in here, but because of the nature of waiting for the study, seeing what the results of the study bring forth, it may be better for all parties that the Board direct us to establish a variance account to track the differences between our 12 million forecast and whatever the revenue may end up being as a result of the study, would probably be the most expeditious way of handling this.  Then we could do a full discovery of whatever it is in our next filing, file whatever evidence and whatever proposals are required going forward.

MR. QUESNELLE:  So no initial impact on your sought-after revenue requirement, then?

MR. COWAN:  No.

MR. QUESNELLE:  Thank you.

MR. VLAHOS:  On that, Mr. Cowan, I was trying to find out, is this part of the request for new deferral accounts or are you asking viva voce?

MR. COWAN:  I guess we're kind of asking for that now, sir.  It is not part of the filed material.

MR. VLAHOS:  Okay.  And can someone help me where I could find the request for new deferral accounts?

MR. COWAN:  That would be part of Exhibit F.

MR. ROGERS:  It is F1, tab 1, schedule 2.

MR. VLAHOS:  Are there any new requests for deferral or variance accounts that are not in existence as of today?

MR. COWAN:  I'm sorry, sir, I couldn't quite --

MR. VLAHOS:  Are there any new -- any requests for new deferral or variance accounts that there is no approval for such accounts as of today?

MR. COWAN:  If we turn to F1, tab 1, schedule 2, page 1, these are the accounts we are requesting.  There is a pension cost differential account now, if you refer back to F1, tab 1, schedule 1.


One of the new accounts that is being requested is one that's had quite a considerable discussion during this proceeding, and that's the IPSP and other preliminary planning cost deferrals.  That's for all of the pre-engineering work for the IPSP accounts.  That's a new one that we are requesting.

And the other one is on page 3 of F1, tab 1, schedule 2.  That's the Transmission System Code and costs responsibility changes.  That one is new, as well.

Finally, on page 5 -- no, that just describes -- page 4, I should say.  That covers it, sir.

MR. VLAHOS:  All right.  Thank you, sir.  Let's go back to where we started, and that was on Exhibit E1, tab 1, schedule 1, where we talked about the revenue requirement or revenue change --

MR. COWAN:  Yes.

MR. VLAHOS:  -- from the last approved to 2009.  And now we talked about this and you talked about the only potential changes, based on the company's evidence, relates to the cost of capital issues.  And would the same answer be so for the -- going from 2009 to 2010?

MR. COWAN:  Yes, sir, it would be.

MR. VLAHOS:  It would be?  All right.

If I could take you over to disposition proposals by the company with respect to deferral accounts, and you call them regulatory assets accounts.

I am looking at Exhibit F2, tab 1, schedule 2.

MR. COWAN:  Yes, I have that.

MR. VLAHOS:  I take it the numbers in brackets is a credit to the customers?

MR. COWAN:  Yes, it is, sir.

MR. VLAHOS:  Are you asking for a disposition over five years?

MR. COWAN:  I believe it is four years.

MR. VLAHOS:  Four?

MR. COWAN:  And we have -- Mr. Innis undertook to provide an undertaking that would show that disposition, I believe, over a two-year -- or 18-month period I believe is correct, 18-month period.

MR. VLAHOS:  Okay.

MR. COWAN:  I am not sure if that's been filed yet or not, but it will be coming shortly.

MR. VLAHOS:  Okay.  Again, just the rationale for the disposition to go to 2013?  I still call it five-year.

MR. COWAN:  Yes.  This is the mid-year implication.  That's why you get into that.

MR. VLAHOS:  All right.

MR. COWAN:  In past proceedings, as certainly the past transmission proceeding, the Board in -- I think in the last -- 2006 distribution hearing, the Board had approved recovery or refunds of accounts over a four-year period.

Now, I do note in our last distribution case, the Board ordered us to refund the credits in the distribution side over a two-year period.

MR. VLAHOS:  A couple of more questions on this.  I notice that the balances are given.  They're forecast balances to June 30th of 2009.  Is this consistent with past practice in terms of disposing of balances in deferral accounts?

MR. COWAN:  In the case of Hydro One, it has been, sir.  Like, we have -- I think in one of the distribution cases, you did allow for some forecast.  Certainly in our last distribution case, where there was a fairly large credit, you did allow for a forecast amount to be considered.

MR. VLAHOS:  Right.  So to the extent that some of those accounts may not be continued, then the forecast -- disposal, the forecast balance, I guess there may be a gain or loss for the company.  And what you're saying is that you don't expect that to be material?

MR. COWAN:  Yes, that's right.

MR. VLAHOS:  Sorry?

MR. COWAN:  Yes, that's correct.

MR. VLAHOS:  Thank you.

Are these amounts -- help me understand this.  When we set the uniform rates, transmission rates, are these amounts -- are they being subtracted from the revenue requirement or are they disposed through rate riders or one-time adjustments, or -- I just couldn't find how they're dealt with.

MR. ROGER:  It's part of "other" under the revenue requirement.  So it is taken into account.  When we try to determine what is the rates revenue requirement, it is already credited for the amount of regulatory riders.

MR. VLAHOS:  I see.

MR. COWAN:  That can be found at E1, tab 1, schedule 1, sir, page 5.

MR. VLAHOS:  I'm sorry, just give me a second.


Okay.  Go ahead.


MR. COWAN:  And there you will see line 8, "deduct other cost charges", and there's a footnote there.  And you can see they're described there, some of the refunds, types of...

MR. VLAHOS:  I see.  Okay.  So we don't need to worry about rate riders or --

MR. COWAN:  That's correct.

MR. VLAHOS:  -- termination dates?  Okay.  What we need to worry about, though, is that, to the extent that the revenue requirement that the Board will approve will have certain components to it that are not evergreened, if you like.

I mean, there is a one-time adjustment that just happens to take place over two years, but everything else being equal, the revenue requirement will change, everything else being equal.


MR. ROGER:  That's correct.  I think we had a similar situation as part of EB-2006-0501, where we determined the revenue requirement for starting in November '07 to December '08, and then we refunded all the money that we needed.  So that is the reason we needed to adjust as of January 1st, 2009, the revenue requirement again for the uniform transmission rate.


MR. VLAHOS:  I do recall that, and I guess there was an issue whether there would have been a better method of dealing with disposition of balance in deferral accounts so we don't have to worry about changing the rates if nothing else changes, other than simply the rates being overstated or understated because of what they reflect by way of disposition in the deferral accounts.

So what else is possible?


MR. ROGER:  I think the only other alternative that I can think of is some sort of rate rider that the IESO would implement and then eliminate.  So instead of giving a credit to the revenue requirement, you could have a -- I don't know if it is feasible, but you would have a rider that would be for a certain period of time, and then it just automatically  disappears.


MR. VLAHOS:  Okay.  And this -- we have not tried this before in the uniform transmission rates?


MR. ROGER:  Not that I'm aware of, for transmission.


MR. VLAHOS:  Those are all of my questions, gentlemen.  Thank you very much.


MS. CHAPLIN:  Thank you.  Those are the Board's questions.  This panel is excused, with the Board's thanks.


And unless there is anything else -- oh, I would just ask parties that tomorrow morning we address the issue of argument so we can set down the schedule for that tomorrow morning.  And subject to any other matters...

MR. ROGERS:  Just one.  Before you adjourn, Madam Chair, can I just say that the company has filed undertaking answer J3.6 this morning, and I hope to have a good number more tomorrow.


Thank you.


MS. CHAPLIN:  Thank you.  We are adjourned until tomorrow morning at 9:30.


--- Whereupon the hearing adjourned at 1:28 p.m.
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