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Monday, April 20th, 2009

--- On commencing at  SEQ CHAPTER \h \r 19:36 a.m.

MR. VLAHOS:  Please be seated.  Good morning, everyone.

Eastern Ontario Power, Fort Erie, and Port Colborne filed applications with the Ontario Energy Board seeking approval for changes to their rates effective May 1st, 2009.  This is -- all these applications made under the Canadian Niagara Power Inc., which is the owner.

There are several common elements in these applications, and the same intervenors are parties in all of the cases.  To effect a more efficient process, and pursuant to Section 21.5 of the Ontario Energy Board Act, the Board has determined that the review of these applications will be combined into one proceeding, while maintaining the separate verification of each of the applications.

With me today is Board Member Ken Quesnelle.

Could I have appearances, please.
Appearances:

MR. TAYLOR:  Good morning, Mr. Chair.  My name is Andrew Taylor.  I am counsel for Canadian Niagara Power.

MR. VLAHOS:  Thank you, Mr. Taylor.

MR. BUONAGURO:  Good morning.  Michael Buonaguro, counsel for the Vulnerable Energy Consumers Coalition.

MR. VLAHOS:  Mr. Buonaguro.

MR. FAYE:  Good morning, Mr. Chair.  Peter Faye, counsel for Energy Probe, and with me is David MacIntosh of Energy Probe.

MR. VLAHOS:  Mr. Faye.

MS. COCHRANE:  Ljuba Cochrane, counsel for Board Staff, and with me are Keith Ritchie and Lee Harmer on behalf of Board Staff.

MR. VLAHOS:  Thank you, Ms. Cochrane.

Mr. Taylor, can I turn to you?  Any preliminary matters?  And I am sure there are --
Preliminary Matters:

MR. TAYLOR:  Yes, there are, Mr. Chair.  The first one I think we should discuss is the Issues List.  We don't have a finalized Issues List.  A draft was sent around to intervenors.  Board staff also received a copy of it, I believe.

I understand that Energy Probe was fine with it, subject to an amendment to account for what occurred on Friday of last week.  That's the inclusion of the Port Colborne lease payments, which we don't, obviously, object to.

MR. VLAHOS:  Okay.  We do have a document here, Mr. Taylor.  And it's entitled "Draft Issues List for Oral Proceeding".  Is that the one?

MR. TAYLOR:  That's right.  If anyone needs a copy, I have it --

MR. VLAHOS:  It's three pages -- three pages long.

MR. TAYLOR:  Yes, that's the one.

Would anyone else like a copy?

MR. VLAHOS:  Ms. Cochrane, should we give this an exhibit, or...?

MS. COCHRANE:  Yes, we should.  This should be Exhibit No. 1.

MR. VLAHOS:  Just "1"?

MS. COCHRANE:  Yes.

MR. VLAHOS:  Okay.

MS. COCHRANE:  Sorry, Mr. Chair, actually, we should call that Exhibit T.1, just to distinguish it from the exhibits in the application.

MR. VLAHOS:  T.1?

MS. COCHRANE:  T.1.

MR. VLAHOS:  Okay.  Thank you.
EXHIBIT NO. K1.1:  DOCUMENT ENTITLED "DRAFT ISSUES LIST FOR ORAL PROCEEDING"

MR. VLAHOS:  Mr. Taylor, next?

MR. TAYLOR:  Mr. Taylor, do you want me to list the preliminary issues, or did you want to tackle each one one at a time?

MR. VLAHOS:  Sorry, talking about preliminary -- yes, if you just go to the -- how many have you got?

MR. TAYLOR:  I've only got one left, actually.

MR. VLAHOS:  Okay.  Go ahead.

MR. TAYLOR:  Okay.  The other one is an update to the evidence.  Specifically, what we want to update are the regulatory costs associated with these applications.  Costs have increased beyond what was expected as a result of our participation in the motions.

So I can give those updates out now.  Should intervenors have any questions, they can put those to the panel in cross-examination.  We will be filing this with the Board as well electronically.

MR. VLAHOS:  Okay.  T.2, Ms. Cochrane, then?

MS. COCHRANE:  Yes.

MR. VLAHOS:  Thank you.
EXHIBIT NO. K1.2:  UPDATED REGULATORY COSTS ASSOCIATED WITH THE APPLICATIONS.

MR. TAYLOR:  Those are the preliminary issues that I have, Mr. --

MR. VLAHOS:  Mr. Taylor, we do have a letter from Mr. DeVellis, so I guess Mr. DeVellis is not here.

MR. TAYLOR:  He is not here, but I might be able to be of assistance.

MR. VLAHOS:  Could you help us with that?  Yes.

MR. TAYLOR:  At the end of the motion on Friday, the Chair asked us to provide a letter to the Board summarizing the interrogatories that we would provide answers to.  So that's what that letter is about.  It sets out the specific interrogatories that we have agreed to provide answers to.

MR. VLAHOS:  Yes, I notice here at the end Mr. DeVellis states that:

"Mr. Taylor has agreed that this accurately reflects the list of interrogatories agreed to to be answered."

MR. TAYLOR:  That's correct.

MR. VLAHOS:  And can you give us some sense of the timing, Mr. Taylor?

MR. TAYLOR:  You know, some of the answers won't take very long, but a great number of them will require us to obtain information from Port Colborne Hydro Inc., get that information, review the information, and then use the information in the manner that the intervenor wants, which is preparing a rerun of the rate model to add to rate base the present value of the Port Colborne assets and to remove the lease payment.

So that being said, three weeks to four weeks is how long it is going to take CNPI to complete all of the interrogatories.

MR. VLAHOS:  Is there a specific one that requires that long, Mr. Taylor?

MR. TAYLOR:  I think the one that will take the longest is -- I don't have the number in front of me, but the one that asked us to produce the sufficiency or the deficiency based on the inclusion of the capital and removal of the lease payment.

MR. VLAHOS:  Sorry, can we...

MS. COCHRANE:  If I can assist, Mr. Chair, subject to Mr. Taylor agreeing, I believe that's SEC Interrogatory No. 34.  It's referred to on page 3.

MR. VLAHOS:  Ms. Cochrane, one minute, please.

Yes, go ahead.

MS. COCHRANE:  Yes, it's referred to on page 3 of the letter from Mr. DeVellis dated April 17, 2009.

MR. VLAHOS:  All right.

MS. COCHRANE:  And, sorry, while we are on this document we should make this an exhibit, and it will be K.3 (sic).

MR. VLAHOS:  T.3?

MS. COCHRANE:  Yes.
EXHIBIT NO. K1.3:  LETTER FROM MR. DeVELLIS

MR. QUESNELLE:  Yes, this may be something we have to discuss when Mr. DeVellis is present, but I just -- Mr. Taylor, just to make a -- get a better handle on your understanding -- and I recognize that on Friday, that on behalf of the applicant and with Schools, you basically went offline and discussed which interrogatories would be appropriate, given the ruling of the panel, the review panel, last Friday.

And I wonder if you can tell me how number 34 -- in that the decision on the review panel characterized and compelled the production of existing documents and the -- anything that you had in your possession that the -- and to not manufacture documents -- how number 34, if that work is yet to be done, fell into that categorization.


MR. TAYLOR:  It was my understanding that nothing had to be manufactured, in terms of -- for example, if there were -- there was the pricing evaluation of the assets back in 2002, and if we couldn't find that report, that we didn't have to go and retain someone to prepare it or anything like that.  But for the purpose of preparing a rate application, if an intervenor asked for certain assumptions to be made and if we could reproduce a deficiency or sufficiency based on those changed assumptions, that that wouldn't be an unreasonable request in the context of a rate proceeding.  Now, if the panel was -- in saying that nothing had to be reproduced, the panel -- if it's your interpretation that the panel was suggesting that we don't have to rerun the rate model with those assumptions, then it would obviously be our preference to not do that.  I am sure Mr. DeVellis would argue.

MR. QUESNELLE:  That's to my earlier point that perhaps we should have this discussion with Mr. DeVellis present.  But speaking as one third of the panel on Friday, the -- I think the understanding was that this wouldn't be -- unduly delay the proceeding, for one thing.  And that if a rerun given different assumption is going to take an additional four weeks, that would have been beyond our expectation.  Let's put it that way.

MR. BUONAGURO:  If I could try to step into the shoes of Mr. DeVellis for a second.

MR. QUESNELLE:  Please.

MR. BUONAGURO:  If that particular undertaking or interrogatory response isn't answered as part of that, as part of that package, I can almost guarantee that that will be the first undertaking you will get from Schools on Thursday when Mr. Shepherd is cross-examining, because he will want to know what the impact of his argument is going to be in any event.  At the same time, though, if you were to sever that particular one from the rest of the undertakings or interrogatory responses in terms of trying to produce them quickly for the hearing, I think that might be reasonable.

MR. QUESNELLE:  I would suggest that that would probably be a good idea Mr. Buonaguro, thank you very much.  Perhaps if it is going to be three or four weeks to produce that one particular item waiting to hear from Schools on this particular on Thursday may be beneficial.

MR. TAYLOR:  Guys, feel free to jump in and if there are certain interrogatories that will require more time.

MR. KING:  Hello, let me introduce myself.  I am Glenn King, the CFO of Canadian Niagara Power.  This document from Schools came in last night, I didn't even get a copy of it, but I will make some general comments.


All the documents that were asked for on Friday we do not have in our possession.  So first we need to make a request to the City of Port Colborne and Port Colborne Hydro to get those.  Assume it takes a week to get that or so.  Then we have to go back -- our team is here, we have to go back look at those documents, see which ones are relevant and then with respect to revenue requirement, hauling out the lease payment and substituting the rate base or some division thereof.  It will take some time to do that.


We have a complicated rate model and revenue requirement.  I can do it on the back of an envelope, but I don't think that will give you the proper answer.  At some point in time, Schools is going to want to see a proper calculation, so we might as well do it right the first time.


So I don't quite understand what Michael said there, but I think the best way to handle the situation would be to leave the whole lease situation off the table until we come back and produce all the information, and let's proceed with everything else in the hearing.

MR. QUESNELLE:  Just, if I could Mr. Chair, and just for first of all let me recharacterize what I mentioned, "in your possession."  What I should have said, and perhaps I misspoke, was that items that do exist currently, whether it's in your possession directly or you can obtain them, I will just expand that definition of "in your possession."

I don't think that this panel is saying, Let's review the review decision and then put the lease elements off to the side.  It was the production of certain documents and the way it was characterized as to whether or not they were obtainable, in your possession, and the panel did specifically say "not manufactured."

Now, that may not be as precise a word as we would like to find, but there is a nuance there that this isn't going to drive a re-creation of reality.


Now, running a model with different assumptions, it doesn't quite get us there so we may want to understand that that is all we are doing in getting a response to interrogatory 34.


So to that extent, I think that -- and with your approval, Mr. Chair, it may be best to act on all the other interrogatories on an expedited manner if we can get those produced, and item 34 we need to understand better why it's required and I think we have a fairly good idea why that is, but the creation of it, I think, is something that needs to be discussed a little further.

MR. VLAHOS:  So Mr. Taylor, then, Ms. Cochrane, are we expecting the Schools to be here when?  The earliest.

MS. COCHRANE:  My understanding was that schools would not be here until Thursday.

MR. VLAHOS:  Until Thursday morning.

MS. COCHRANE:  Yes.

MR. VLAHOS:  Perhaps we will leave it on the basis that first thing Thursday morning, we are going to hear about Interrogatory No. 34; is that okay?

MR. TAYLOR:  Yes.

MR. VLAHOS:  In the meantime, I guess you can proceed with assembling the information that pertains to the other interrogatory numbers set out in this letter 2.3, but what I heard from Mr. King is that even those matters will not be ready to be produced, to the extent it can be produced, until sometime down the road.  I heard him speak about weeks, not days.

MR. TAYLOR:  Beyond the timing for this particular hearing.

MR. VLAHOS:  Right.  So that would argue that whether this issue can be severed from the rest of the hearing and be faced at a later time.  So we will hear about those things Thursday morning, then.


Anything else by way of preliminary matters?  No.  There being none, how are we going to proceed, Ms. Cochrane?  Any suggestions?


MS. COCHRANE:  I believe Mr. Taylor was going to either give some evidence-in-chief or at least an opening statement, something introductory, and then we were going to go into cross-examination on the common issues and I believe we were going to take each exhibit, and each party would put its questions to the panel on that particular exhibit and then move on to the next one.  That's my understanding.

MR. VLAHOS:  Right.  So we will go by issue, then, as opposed to by the applicant.

MS. COCHRANE:  Yes, because there are a number of common issues, so it makes more sense to deal with those all together.

MR. VLAHOS:  All right.  And so I didn't get a chance to look at the issues list, I just received it this morning.  So there are specific issue at the end of the – yes, there are, I can see that.  So there are specific issues that pertain to each of the systems at the end of the issues list, and those go to rate design.

MS. COCHRANE:  Yes.  There are issues specific to Fort Erie with respect to rate harmonization and with respect to Port Colborne, rate design, and Eastern Ontario Power also rate harmonization.

MR. VLAHOS:  Mr. Buonaguro.

MR. BUONAGURO:  Thank you.  I think I may have missed something, because that's not precisely how my cross is organized.

What I have, and it's probably a function of how my consulting worked on this particular file, I have questions specific to Port Colborne in general, like across the board on the issues, then I have cost allocation and rate design issues for all three, and then I have a section for Fort Erie-specific revenue-requirement-type questions and one for the last bit for Eastern Ontario Power.

MR. VLAHOS:  Mr. Buonaguro, I think the panel is quite flexible.  We will accommodate your order of the cross as you have prepared it, and we'll do the same for all the other parties involved.   So we'll sort it out at the end.  It's the same transcript.

MR. BUONAGURO:  I think until Schools gets here, it's almost entirely me anyway.  I have quite a bit.  So it will be helpful to me, thank you.

MR. VLAHOS:  Yes, that will be fine.  Whatever works.

MR. TAYLOR:  I am actually just preparing to hand out the CVs of the panel members.  And, as well, a document for the purpose of --

MR. VLAHOS:  Mr. Taylor, I am not sure the court reporter can hear you.

MR. TAYLOR:  I will just be one moment.

MS. COCHRANE:  We should make this package of CVs an exhibit.  So that will be K.4.  And I will just read them into the record.  They are the curriculum vitae of Mr. R. Scott Hawkes -- that's H-a-w-k-e-s -- Mr. Glenn King, Mr. Douglas R. Bradbury, and Mr. Stanton Sheogobind, S-h-e-o-g-o-b-i-n-d.  And that will be Exhibit K.4.
EXHIBIT NO. K1.4:  CURRICULUM VITAE OF R. SCOTT HAWKES, GLENN KING, DOUGLAS R. BRADBURY, AND STANTON SHEOGOBIND

MR. TAYLOR:  We are also giving out a handout that's going to outline the brief overview that Canadian Niagara Power is going to give before its cross-examination.

So before we begin, do we want to swear the panel in and then introduce them, or...?
CANADIAN NIAGARA POWER INC. - PANEL 1


Stanton Sheogobind; Sworn.

Douglas Bradbury; Sworn.

Glenn King; Sworn.

Scott Hawkes; Sworn.
Examination by Mr. Taylor:


MR. TAYLOR:  So perhaps, panel, if each of you could introduce yourselves and describe what you do at Canadian Niagara Power, that would be helpful to the panel.  Go ahead, Stanton.

MR. SHEOGOBIND:  Good morning.  Stanton Sheogobind, manager of transmission and distribution operations.

--- Reporter appeals.

MR. SHEOGOBIND:  I'm sorry.  Stanton Sheogobind, manager of transmission and distribution operations.

MR. BRADBURY:  Good morning.  My name is Douglas Bradbury.  I'm the director of regulatory affairs for Canadian Niagara Power.

MR. KING:  Glen King, CFO and vice-president of finance, Canadian Niagara Power.

MR. HAWKES:  Good morning.  My name is Scott Hawkes.  I'm vice-president, corporate services and general counsel for CNP.

MR. QUESNELLE:  Just a word on a technical -- on the microphones, gentlemen.  You each have a microphone in front of you, but the buttons are connected, so if you shut yours off, you are shutting your partners' off too.  You are on the same console.  If you can see, we have got two consoles up there.  So just so you are aware.

MR. VLAHOS:  So we have teams of two.
Opening Statement by Mr. Bradbury:


MR. BRADBURY:  Good morning.  Canadian Niagara Power would like to offer the following to assist the Board and the intervenors, by reviewing the factors that have contributed to the change in its revenue requirement from the Board-approved 2006 EDR to the proposed revenue requirement in the 2009 EDR.

We have prepared and circulated a brief summary, which I think everyone has right now, which discusses in some detail the factors which have contributed to the change in the revenue requirement over the five-year period from the historical year 2004 in the 2006 EDR to the proposed revenue requirement in our original rate applications as filed.

MS. COCHRANE:  I don't mean to interrupt, Mr. Bradbury, but I believe we are referring to a new document that should be made an exhibit.  And it's supplementary evidence of Canadian Niagara Power, and that will be Exhibit K.5.
EXHIBIT NO. K1.5:  SUMMARY EVIDENCE OF CANADIAN NIAGARA POWER

MR. TAYLOR:  And just so I can get some clarification as well, the information contained in this document is not new evidence.  It's really a summary of the evidence that's already on the record.

MR. BRADBURY:  That's correct.

Okay.  We have prepared this information looking at CNPI on a combined basis for clarity.  On a combined basis, CNPI's revenue requirement has increased from 15.1 million in the approved 2006 EDR to 18.2 million over the five-year period.  This is an increase of $3.1 million, or approximately 4 percent per annum.

There are four contributing factors to the change in revenue requirement, those being the return on rate base, the depreciation expense, the taxes, and our operations maintenance and administrative charges.

Of the $3.1 million increase, the return on rate base as calculated has increased by $982,000, or -- and represents approximately 32 percent of the overall change in revenue requirement.

The depreciation expense has increased by roughly $1 million, and it represents 35 percent of this change in revenue requirement.  The taxes, as calculated, have increased by $637,000, and represents 21 percent of the change in revenue requirement.

The OM&A has increased in real dollars by approximately 12 percent, or $372,000.  This information is shown in tabular form and graphical form in the information provided.

Now, collectively, the increase in return on rate base and the increase in depreciation expense makes up 67 percent of the change in our revenue requirement being requested.  So that's 67 percent of the $3.1 million.

This is a function of CNP's consistent investment in capital that has been required to ensure the integrity of the distribution system and to provide good customer service.  And we have offered evidence in our application of the significant challenges that CNPI faced in Eastern Ontario Power with respect to aging assets, and particularly so with the main substation.  There's a 44 kV substation that transforms from Ontario -- or Hydro One's sub-transmission system to the 26 kV distribution system used in Eastern Ontario Power.

That's a single source of supply, an aging transformer, and complicated by the fact that that transformer is not common to the voltages used in Ontario.  The common 27.6 transformer, wye-connected transformer, in Ontario may have been available in the case of a failure, or may have been able to secure a spare.  Unfortunately, in Eastern Ontario Power the legacy voltage is a 26.4 kV delta system, which makes it a very unique distribution system, and the situation there with that transformer created a significant load at risk.  It was aging.  It was, from our opinion, imminent failure.  So it was replaced.

Likewise in Port Colborne, there were a number of challenges facing us following the lease.  There were two major issues, being the Elm Street substation was a major concern, was a safety hazard.  It required, really -- to operate was a safety concern, plus the aging asset.


Fort Erie has been an ongoing investment in capital of convert from the 4.8 kV delta system to a more modern wye system.  A lot of the infrastructure in Fort Erie dated back to the 25-cycle distribution system that was there originally.  So we have consistently invested in capital throughout the IRM period.  There is no big jump in our capital spending plan for 2009, but rather the increase in return on rate base and the subsequent increase in depreciation expense has been a function of our consistent capital investment that we feel is required and necessary in those distribution areas.

The taxes, the numbers I mentioned, the taxes have increased by 313 over the $233,000 that allotted in 2006 to $784,000 forecast 2009.  This increase is a result of loss carry forwards that were accounted in the 2006 application.  We had loss carry-forwards applicable and really collected no income taxes in rates.  The taxes that were collected were more associated with the capital tax component.

The growth in Canadian Niagara Power's operation, maintenance and administration expense, OM&A, from 2004 to 2009 has contributed only 12 percent to the change in revenue requirement.  In real dollars, this increase is roughly 4 percent per annum.  But if you adjust this for inflation and we used for simplicity's sake, and readily available information, we took the Ontario CPI index as published by Statistics Canada and we adjusted the OM&A expense over the period from the 2006 EDR to the 2009 forecast, and we have shown this graphically on page 5.  The graph shows, really, that over this period, we've, in fact, on a constant dollars basis, we have decreased our OM&A expense.

The graph shows a significant increase in cost on 2007, and it's this cost that has impacted the comparative results published by the Board in its initiatives related to comparators and cohorts.  This increase in costs in 2007 can be -- contributed to an early retirement window which was an initiative offered by Canadian Niagara Power, and borne entirely by the shareholder and that cost was $483,000 or $17 per customer on a per-customer basis using the methodology in the comparators and cohorts.

Further to that, we suggest the OM&A costs are marginal in nature and are dependent on the customers connected and the distribution plan and service.  So with the growth realized from 2004 to 2009, the reduction of adjusted dollars or constant dollars of 6 percent is likely understated because we have added customers which -- over that period, and we've add more lines, service lines, more meters which would have inherently brought on additional OM&A costs, so we've taken that on.


We feel that the 6 percent is actually understated.  We have shown additional charts on page 7 of the chart which shows the same information on a territorial basis, service territory.

Finally, the parties have drawn on information provided by the Board and its comparators and cohorts.  In specific, the School Energy Coalition in its interrogatories has asked CNPI to reproduce comparative data assuming CNPI were a single LDC as opposed to the three separate business units that we function under.

In this presentation, CNPI has built on this information that was introduced in the SEC interrogatory.  I spoke earlier of the 2007 data filed by CNPI, and intervenors have used that in their questioning and made certain suggestions regarding the Canadian Niagara Power OM&A costs.

I wanted to take that one step further, and what we'd like to do is reclassify or bring to your attention three items that are reported on the trial balance of Canadian Niagara Power and was reported in 2007 and in earlier years and appears in the cohorts.  There are three.  The one I previously mentioned, in 2007 we reported as a distribution expense the $483,000, the early retirement window cost.  I mentioned that was roughly $17 per customer.

The Port Colborne lease, which has been raised in interrogatories as well, can be construed really not as a pure core distribution operation, maintenance and administration function.  If we were to reclassify that as a non-distribution expense, that would be $54 per customer.

A third item that's brought out clearly in our applications is Canadian Niagara Power rents the service centre it uses as its main hub for management and operations of the service territory, the service centre in Fort Erie and it, too, is reported as a distribution expense.  And that accounts for another $15 per customer in OM&A expense.

So for some clarity, CNPI has -- for these purposes, and the purposes of this hand-out, has reclassified these as non-distribution costs and the results are shown graphically on pages 11 and 12.  We are showing there with a cohort that was yielded through the School Energy Coalition interrogatory.  They asked us to redo our operations-maintenance expense as if we were a single entity or single LDC.  That moves us to a different cohort, and we explained the methodology in the interrogatory response, the means in which we recalculated and adjusted the cohorts.  We adjusted the cohort that we were leaving because, by us leaving, we changed the overall average, and it puts us into a mid-sized cohort.

The utilities that I have shown in that graph there are the LDCs that would be in that cohort with us based on the publication of the Ontario Energy Board.

And what that shows is by reclassifying what can be considered as non-core maintenance functions, the rental of the building, the early retirement window and the lease costs, we show up rather favourably in that cohort, and unlike the way it has been characterized otherwise.

So just in conclusion, the growth in revenue requirement is fuelled by CNPI's consistent investment in capital, investment that's required to maintain system integrity and meet the customer's requirements, and we've also shown that over that period, we have controlled and reduced our overall OM&A costs.  Thank you.

MR. VLAHOS:  Mr. Taylor.

MR. TAYLOR:  I think we are ready for cross-examination.

MR. VLAHOS:  We are.  Okay Mr. Buonaguro.
Cross-Examination by Mr. Buonaguro:

MR. BUONAGURO:  Thank you.  Good morning, panel.  I will be making use of the presentation system here to put up on the screen the references to the evidence that I will be using, hopefully as a helpful guide.  I think for much of it that should be sufficient, and I am hoping to help you to avoid going through your paper, but any time you want to look at your originals, just start shuffling papers and I will know to wait.  Okay.

So I would like to start, as I said earlier --


MR. BRADBURY:  Will we be able to see this on this monitor?

MR. BUONAGURO:  You should.  Maybe your monitor is not on.

MR. VLAHOS:  There should be a key on the right-hand side there.


MR. BUONAGURO:  And I will blow it up when I refer to it, so you can actually read it.


So, as I said, earlier, my --

MS. COCHRANE:  Sorry to interrupt, Mr. Buonaguro.  We are also not getting it on our panels.  Do you guys have it?  Well, why don't we just continue on and maybe at the break at some point I will get some technical assistance.

MR. BUONAGURO:  Thank you.  So I would like to start with questions specific to Port Colborne, and as you can see from the screen, I have brought up part of your evidence.  This is Exhibit 2, tab 3, schedule 1, appendix A, page 10.  And specifically, I have highlighted the section talking about Sherkston Shore Resorts.

And here you're indicating that one of the reasons for the new distribution substation is the expansion of the Sherkston Shores Resort.  Could you tell me what customer class that resort's in?

MR. BRADBURY:  That customer is in the general service greater-than-50 class.

MR. BUONAGURO:  Thank you.

Can you confirm that the DS is expected to come to service in 2009?

MR. SHEOGOBIND:  Yes, that is correct.

MR. BUONAGURO:  Can you tell me what the current load of the Sherkston resort is before the expansion?

MR. SHEOGOBIND:  It's approximately two-and-a-half megawatts.

MR. BUONAGURO:  And can you tell me how much it will increase by and what the timing of the anticipated increase in load will be?

MR. SHEOGOBIND:  They are anticipating to increase by another 2 megawatts over the next couple of years, and they are also talking about future expansions over the next ten years.

MR. BUONAGURO:  Okay.  So 2 megawatts over the 2009/2010 period?

MR. SHEOGOBIND:  Yes, that's correct.

MR. BUONAGURO:  Thank you.

And moving along to page 11 of the same exhibit, here you're talking about your SCADA system.

MR. SHEOGOBIND:  Yes.

MR. BUONAGURO:  And expanding it.  Can you confirm whether there is any overlap or sharing of facilities between Port Colborne and Fort Erie in the area of the S-C-A-D-A systems, or SCADA systems?

MR. SHEOGOBIND:  The SCADA system is housed in Fort Erie, at the Fort Erie service centre, but the costs shown here are specifically costs specifically for expansions in Port Colborne.

MR. BUONAGURO:  I see.  So maybe not characterized as sharing or overlap, but it's in Fort Erie, and it's...

MR. SHEOGOBIND:  Yes, the base system in Fort Erie; that's correct, yes.

MR. BUONAGURO:  Okay.  So in the future, how will this arrangement be resolved if CNP's relationship with Port Colborne is terminated at the end of the current lease?

MR. SHEOGOBIND:  Allow me to confer with my colleague.

[Witness panel confers]

MR. KING:  We are stepping into the lease a little bit here now.  But with respect to the lease, if we do not exercise our option --

MR. VLAHOS:  Mr. King, is your mic on?

MR. KING:  It is.  Let me start again.

We are stepping into the lease right now.  With respect to the lease, if we choose not to exercise our option, any equipment that we have invested in Port Colborne will be acquired by Port Colborne Hydro from us.

MR. BUONAGURO:  When you say "acquired", they will purchase it?

MR. KING:  Yes.

MR. BUONAGURO:  I see.  Where would I find the terms of the purchase?  Would it be on the record already?

MR. KING:  In the lease.

MR. BUONAGURO:  Okay.  Thank you.

Now, going over to page 13 of the same exhibit, you talk about plans to extend the SCADA system to two load break switches and two new electronic re-closers on the 27.6 system.  You see that?

MR. SHEOGOBIND:  Yes.

MR. BUONAGURO:  And that's essentially extending the automated -- the automation control system; is that right?

MR. SHEOGOBIND:  Yes, that is correct.  Our SCADA system over the last few years, it has been extended to all substations in Port Colborne, with the exception of Wilhelm substation, and we are moving into the next phase now of SCADA expansion, which is looking at distribution automation, where we actually extend SCADA to devices on the distribution system itself, which we have done over the last couple of years with extending SCADA to electronic re-closers.  And the plans referred to here are to install two new electronic re-closers, as well as two load break switches, and extend SCADA to those devices.

MR. BUONAGURO:  Thank you.

Are there anticipated O&M savings through this increase in automation?

MR. SHEOGOBIND:  Yes, inherently there are savings by extending SCADA so that devices can be remotely monitored and controlled.  So there are labour savings by not having to have crews go out in the field to operate these devices, because it's done remotely from the control room.

So there are efficiencies there, and the information that we gain from these devices is also helpful to us, because we can get loading information and voltage information from these devices on a real-time basis, that then could tie into our system planning and operational processes.

MR. BUONAGURO:  Thank you.

Can you tell me --

MR. SHEOGOBIND:  And, I'm sorry, if I could expand a little further on that.  It also assists us in outage restoration, because it allows us to become more aware of problems on the system much sooner.  And again, because devices can be remotely operated, that helps us to improve upon our outage response times.

MR. BUONAGURO:  Thank you.

Can you tell me how the savings in O&M that you've been talking about as part of your answer would be reflected in the OM&A budget for 2009?

MR. SHEOGOBIND:  It's difficult to precisely quantify those savings for a specific year.  I think what you will find is, as you extend SCADA over a period of years, then you are going to see more significant savings.  But for one specific year it's hard for me to say that, you know, we are going to save "X" amount of dollars in O&M.

MR. BUONAGURO:  So is it fair to say that in the OM&A budget for 2009 there is no specific reduction in what would have been otherwise budgeted as a result of this particular improvement?

MR. SHEOGOBIND:  I think we say that there would not be significantly material reduction in OM&A.

MR. BUONAGURO:  Okay.  Thank you.

I am moving on to Exhibit 2, tab 3, schedule 3, page 1.  And here you're talking about your capitalization policy.  And specifically, I have highlighted this part at the bottom, which states that certain general administration overheads are capitalized.  You see that?

MR. KING:  Yes.

MR. BUONAGURO:  And there is a reference to the capitalization being based on time spent on capital-related activities.  You see that?

MR. KING:  Yes.

MR. BUONAGURO:  Does this mean that the amount of general administration costs that are capitalized is based on the actual time spent by administration departments on capital activities?

MR. KING:  No, it's -- capitalized overhead is based upon -- is the direct time spent by the operations group.  It chases the operations group.

MR. BUONAGURO:  I am sorry, does that -- so does the operations group, for example, docket their time, and then that's --

MR. KING:  Absolutely.

MR. BUONAGURO:  And that's what's -- that determines how much is allocated to overhead?


MR. KING:  Yes.

MR. BUONAGURO:  That's how much is capitalized?


MR. KING:  Correct.

MR. BUONAGURO:  Thank you.

Can you tell me how the amount that is to be capitalized to each capital project is determined?

MR. KING:  To each capital project?  The way the accounting works for that is, it's all -- all general-expense capital is put into one capital account, and then throughout the year and at year end it's spread amongst all the capital orders on a weighted basis, dollar-weighting basis.

MR. BUONAGURO:  So is there a -- let me see if I understand it.  Is there a capitalization rate for 2009 that's applied, or is it a project-by-project weighting, I think is what you are telling me?

MR. KING:  Project-by-project weighting.

MR. BUONAGURO:  Okay.  Now, moving on to Exhibit 4, tab 1, schedule 1, page 1.  The general administration costs are reported here.  Can you confirm that the numbers that you are reporting here for administration and general are after the capitalization has been accounted for?

MR. KING:  Correct.


MR. BUONAGURO:  Thank you.


Turning up an IR response.  This is OEB IR No. 4, and this is page -- sorry, this is attachment B to that interrogatory response.  I will blow it up in a second.  Here you were asked to prioritize material capital projects, and you listed two with a priority ranking.

MR. KING:  Yes.

MR. BUONAGURO:  You see that?


MR. KING:  Yes.

MR. BUONAGURO:  The first one was the Beach Road substation and the second is the Killally station feeder upgrades.


MR. KING:  Yes.


MR. BUONAGURO:  Could you explain why the Beach Road substation would be considered non-discretionary?

MR. SHEOGOBIND:  It's considered non-discretionary because of the fact that there is an existing substation in place, which is the Wilhelm substation, which is an aging facility.  It's over 50 years old.  So the switchgear and busbar were in deteriorating condition.  The substation does not meet modern standards.


For example, the ground grid is -- wouldn't meet modern standards.  There is only a single transformer at that location, so it a load at risk because the substation is located in a remote area of Port Colborne.  There are no interties to any other substation.  Were that transformer to fail, then basically those customers are without power, and that would include the Sherkston Shores Resort, until we could final a replacement transformer.


So the issue there is really load at risk, which is why we have classified it as non-discretionary and essentially something had to be done to address the situation.

MR. BUONAGURO:  Thank you.  Now by contrast, could you explain why the Killally station feeder was categorized as discretionary.

MR. SHEOGOBIND:  Yes in the case of Killally station, what we were attempting to do with Killally is upgrade the capacity of Killally station feeders so that those feeders coming out of Killally station can more adequately, I guess, back each other up in emergency situations with.  The reason the upgrades are being done is there is insufficient capacity at the moment.


The reason we classify that as discretionary is because, I guess when you look at it from a risk perspective comparing it to Beach Road substation, the risk at Beach Road is significant in the sense that if you lose that transformer, then those customers are without power for several days until you get a replacement transformer.  At Killally, the risk is less because you are talking about possibly an outage of several hours in summertime.


So I guess the reason for the different priority rankings is at Killally, from a risk assessment perspective, there is a risk but it's not as severe as to make it a non-discretionary expense.

MR. BUONAGURO:  Thank you.  So then what would be the implications of delaying the Killally upgrades for one or two years?


MR. SHEOGOBIND:  Essentially the risk associated with that is, again, if we were to get an outage on one of the Killally station feeders, then we would be looking at an outage of several hours because our backup sources don't have sufficient capacity to serve that load.  Killally station is unique because it's on the east side of the canal in Port Colborne, whereas all the other stations in Port Colborne are on the other side of the canal.  So there are no interties between Killally and the other substations.


So the objective of this project is to upgrade the Killally station feeder so they can back each other up in the case of emergencies.


So I guess to answer your question, if we were to delay the project by a few years, then essentially we feel that it wouldn't be in keeping with the type of system reliability that we want to provide to our customers.

MR. BUONAGURO:  Okay.  Thank you.  Now, I notice that these two projects combined account for about 68 percent of the 2009 capital budget.

MR. SHEOGOBIND:  That is correct, yes.

MR. BUONAGURO:  Are there portions of the remaining 32 percent that are considered non-discretionary?

MR. SHEOGOBIND:  I think there are several -- most of the other 32 percent would be projects of a more minor nature.  I would say that there is probably a mixture of discretionary and non-discretionary items within that 32 percent.


MR. BUONAGURO:  Now, if I were to tighten up the definition of non-discretionary and say non-discretionary meaning that you have to do them in 2009, what part of the 32 percent would fall into that category, do you conceive, feasibly?

MR. SHEOGOBIND:  I really would be guessing if I were to answer that.  I really couldn't put a specific percentage figure to that.

MR. BUONAGURO:  Is it something you continue do right now but could do by undertaking?

MR. SHEOGOBIND:  Part of the issue would be that some projects are in response to customer demand, and it's difficult to forecast precisely what that demand would be throughout the year.

MR. BUONAGURO:  Okay, thank you.  I am turning to a new topic, talking about load forecasts, and I would like to start by turning to Exhibit 3, Tab 2, schedule 1, page 3.  I will pull that up.


This is part of your evidence about the weather normalization, I believe.  Looking here at the excerpt I have highlighted at the top, to paraphrase, as we understand it, in order to identify weather-sensitive loads, you have separated the customer classes as between those that are weather-sensitive and those that are not, and then applied the weather-normalization methodology only to those customer classes that are deemed to be totally or partially weather-sensitive; is that a fair summary?

MR. BRADBURY:  Yes, I separated in weather or non-weather-dependent load classes in order to -- let me step back one issue.

I used the IESO weather-correction data.  The IESO weather correction data applies weather correction on a global basis, so includes weather-sensitive and weather-non-sensitive loads.  So to proxy it, I took the ratio of sensitive and non-sensitive loads that were provided in the Hydro One data for the 2006 cost allocation and I used that ratio of loads to uplift the data provided by the IESO, so it gives a more reflective number of the correction of those loads that are weather-sensitive.

MR. BUONAGURO:  So I want to talk about parts of this process.  Can you confirm that that you have assumed that residential and GS under 50 loads are 100 percent weather-sensitive?

MR. BRADBURY:  I would have to, yes, to the extent that they were determined weather-sensitive in the information I used from the 2006 cost allocation.  So that would have depended on the appliance saturation survey that we did.

MR. BUONAGURO:  Can you confirm that you have assumed that only a portion of the GS over 50 loads are weather-sensitive?

MR. BRADBURY:  That's correct.  Again, based on the information provided to Hydro One on the -- I am not familiar with the term, but it's the codes of the type of customer that was all provided together with our customer database.


MR. BUONAGURO:  And also can you confirm that you've assumed that unmetered scattered load, streetlights, and sentinel lights on standby are not weather-sensitive?


MR. BRADBURY:  That's right.

MR. BUONAGURO:  Thank you.  Maybe you can help me a little bit more. In assuming that residential and GS under 50 are 100 percent weather sensitive, you relied on what -–

MR. BRADBURY:  Well, as part of the 2006 cost allocation we provided data to Hydro One and that was provided in a subsequent interrogatory from the Energy Board Staff.  We provided data on appliance saturation survey and that allowed Hydro One in their modelling to determine the dependency, I guess, between our residential class and our general service class and weather-normalization.

MR. BUONAGURO:  Now, am I to understand that both of those classes residential and GS under 50 are likely to have loads that are known to be not weather-sensitive, for example, cooking loads?


MR. BRADBURY:  That's correct.


MR. BUONAGURO:  So then why is it reasonable to assume that they are 100 percent weather-sensitive, when parts of those loads are not?

MR. BRADBURY:  Well, my feeling is the ratio between - within a particular class, whether it's weather-sensitive or non-weather-sensitive, would have been determined when we provided the initial information to Hydro One.  They know what our infiltration of air conditioning is.  They know the infiltration of the electrical space heating on a representative basis.  We did a survey, and we provided -- that was all part of the cost-allocation filing.

So when Hydro One determined the ratios, then -- and that -- it would have been accounted there.  So when I uplifted it, I assumed that would filter through.

MR. BUONAGURO:  Okay.  Now, I guess we're talking about -- I guess, to move on to the next part, we understand that you have developed a weather-normalization factor, which you've -- to apply to what you've deemed weather-sensitive loads, using, in part, the IESO weather correction, which I think you have already talked about a little bit.

MR. BRADBURY:  Yes, that's what I just spoke of.  As I said, I am fully aware, in providing the weather-normalization data, that the IESO data is all-encompassing.  It takes into effect non-weather-sensitive loads and weather-sensitive loads.  So to compensate for that I developed this factor, and that factor was also discussed in the interrogatories.

MR. BUONAGURO:  I have pulled up page 4 of the same exhibit, which I think might be helpful, which is, I guess, a summary of the derivation of your correction factors?

MR. BRADBURY:  Yes.

MR. BUONAGURO:  So, for example, you have calculated the IESO correction factor to be negative 1.48 percent for 2005 and positive .75 percent for 2006; right?

MR. BRADBURY:  That's right.

MR. BUONAGURO:  Okay.  Now, would you agree with me that this factor represents the difference between the total Ontario load, weather-normalized versus actual, for each year?

MR. BRADBURY:  That's my understanding, yes.

MR. BUONAGURO:  And would you also agree that the factor is influenced by the weather conditions across the entire province and the penetration of weather-sensitive electrical appliances across the entire province?

MR. BRADBURY:  That's one of the factors, yes.

MR. BUONAGURO:  Okay.  And so, for example, the penetration of residential electrical space heating in Port Colborne specifically, for example, may differ from the provincial average?

MR. BRADBURY:  It very well may be, yes.

MR. BUONAGURO:  And same for the weather conditions.  The weather conditions for Port Colborne in any particular year will vary from the average conditions across the province?

MR. BRADBURY:  It will.

MR. BUONAGURO:  So we can agree that it would be inappropriate to apply the IESO factor to Port Colborne's loads, or Fort Erie's or Eastern Ontario Power's, for that matter?  And I will go the step ahead for you, which is to say, and that's why you have calculated the uplift factor?

MR. BRADBURY:  That's correct.

MR. BUONAGURO:  Okay.  Now, looking at the uplift factors, or uplift factors -- and you've spoken about it already -- you've used the Hydro One data that you've talked about earlier to determine what portion of your total sales are considered to be weather-sensitive?

MR. BRADBURY:  That's right.

MR. BUONAGURO:  So in the case of Port Colborne, which you can see here on the table, you've determined that roughly 134.2 gigawatt hours out of the total of 194.2 gigawatt hours was weather-sensitive?

MR. BRADBURY:  Based on the information provided by Hydro One, yes.

MR. BUONAGURO:  Okay.  And then again, the case of Port Colborne, you have used these values to determine a utility-specific uplift factor to apply to the IESO weather-corrected factor.

MR. BRADBURY:  That's correct.

MR. BUONAGURO:  And I guess we can see that -- well, just so we understand specifically, the Port Colborne weather-normalization factor is calculated by multiplying the IESO factor by this uplift factor?

MR. BRADBURY:  That's correct.

MR. BUONAGURO:  So if we're looking at this page here, the negative 2.15 percent factor for 2006 is the result of multiplying the .75 percent IESO factor by 1.447?

MR. BRADBURY:  2.15 is 1.47 times 1.48, I believe.

MR. BUONAGURO:  Oh, I'm sorry, I'm just -- okay.  So 2.1 -- negative 2.15 is arrived at by multiplying 1.447 times negative 1.48.

MR. BRADBURY:  I believe that's the methodology I used.

MR. BUONAGURO:  Thank you.

Now, we understand that the reason you use this uplift factor is that the IESO factor is based on a combination of weather-sensitive and non-weather-sensitive load, but you want to apply the factor only to weather-sensitive loads?

MR. BRADBURY:  That's correct.

MR. BUONAGURO:  So is it fair to say that this factor doesn't adjust or account for the fact that weather conditions in Port Colborne differ from the provincial average?

MR. BRADBURY:  No, it doesn't.  And I will have to take it one step further.  In preparing the rate applications, weather-normalization, from our experience, from my experience, if you are going to do a weather-normalization on a very localized area like Port Colborne, Fort Erie, or Gananoque, what I discovered in preparing the data is that there does not exist a database of localized parameters required to produce a localized or area-specific weather normalization.

Environment Canada or the Weather Network or other commercial entities do not track the weather conditions in Port Colborne on a specific basis.  You can get some localized temperatures for the southern Niagara area.  You can't get cloud cover, you know; you can't get wind speed.  The data is just not available.  It doesn't exist.

In addition to that, you don't have the localized economic parameters.  You don't have the data to support whether there was a, you know, positive economic upturn.  You don't have data that relates to the days of the week.  You can't correlate information to economic conditions within the town or whether it was a town holiday, there was a festival on the go.  There are many microeconomic issues.

So -- and I will admit -- and we have answered this in interrogatories -- this serves as a proxy -- and we use the word "proxy" in there -- to produce a weather normalization that has some basis in fact.  And we have referred to the IESO.

The IESO is, I think, arguably, the soundest or best source of information in the electrical system in Ontario.  Unfortunately, we can't narrow it down to a delivery point.

There does not exist the necessary micro-level parameters to produce what I consider to be a defendable -- a dependable and defendable weather-normalization methodology for a small LDC.

For instance -- and get into the -- when Hydro One provided the information -- and it wasn't really known until this exercise -- Hydro One used Windsor weather as its normalizing weather pattern for Fort Erie and Port Colborne.

Now, those familiar with the geography in Ontario realize that Windsor is on the far reach of Lake Erie, probably one of the warmer areas of the province.  Fort Erie and Port Colborne are downwind from Lake Erie.  We were subject to a lot of storms.  We get a lot of weather patterns tracking down the lake.  We get a significant amount of cloud cover, particularly in the winter.

So whilst -- the Hydro One data that has been relied upon significantly, it in itself is a proxy, because it is not the weather conditions or the conditions in Port Colborne.

So my argument and my position is the information provided by the IESO is an ongoing process.  They dedicate a lot of time and resources to determining a very valid forecast, and it's my position that this methodology produces a weather normalization for Port Colborne that is as accurate or as dependable or usable as any other methodology that's available to us today.

MR. BUONAGURO:  Now, sticking with the uplift factor still, we understand that it's calculated as the ratio of total load to total weather-sensitive load, which I think you can see in the --

MR. BRADBURY:  The IESO, the total -- you are referring to the line "ratio of total weather-sensitive load", 1.447?

MR. BUONAGURO:  Yes, I think so.


MR. BRADBURY:  Yes.


MR. BUONAGURO:  Yes?  So that means that the higher portion of weather-sensitive load, the higher the portion of the weather-sensitive load, the lower the uplift factor?  So for example, if all load is weather-sensitive load, the factor would be one; right?

MR. BRADBURY:  Yes.


MR. BUONAGURO:  And if only half the load is weather-sensitive, the factor would be two?


MR. BRADBURY:  That is right, because only half the load would be contributing to the difference between the two values.

MR. BUONAGURO:  So that means that the higher portion of what you deem to be weather-sensitive load in Port Colborne, the lower the normalization factor applied to weather-sensitive loads in Port Colborne.


MR. BRADBURY:  Can you repeat that again?  You lost me.

MR. BUONAGURO:  Okay.  The higher the portion of what is deemed to be weather-sensitive load, so the more weather-sensitive load you have in Port Colborne –-


MR. BRADBURY:  Yes.


MR. BUONAGURO:  -- the lower the normalization factor is going to be.  You are going to be approaching one.

MR. BRADBURY:  That is right because, because -- yes.

MR. BUONAGURO:  Can you explain why that directional effect is reasonable?


Did you want to take an undertaking to think about it?

MR. BRADBURY:  I will have to think about that.

MR. BUONAGURO:  Okay.

MS. COCHRANE:  It will be the first undertaking, so JT.1.

UNDERTAKING NO. JT1.1:  TO ADVISE why directional effect is reasonable

MR. VLAHOS:  Mr. Bradbury, your plan is to come back after the break or lunch whatever to respond to this orally rather than...

MR. BRADBURY:  Yes, just -- I would like some time to think about that question, maybe after lunch.

MR. VLAHOS:  That's fine.  We will leave it to you.  If you still don't feel comfortable providing a good answer in terms of being good information of value to the Board, you may want to provide it by way of written response.

MR. BUONAGURO:  If it helps, that was my last bit of examination on weather normalization. So that was my last question so I don't need it after the break, really.

MR. TAYLOR:  If we are finished this section of the cross-examination, can I propose maybe we take our morning break, if no one objects.


MR. VLAHOS:  Okay.  We will take 20 minutes.

--- Recess taken at 10:49 a.m.

--- Upon resuming at 11:20 a.m.


MR. VLAHOS:  Okay.  Mr. Buonaguro?

MR. BUONAGURO:  Thank you.

Turning to --

MR. TAYLOR:  Sorry, perhaps before we move on we can give an answer to the last question.

MR. BUONAGURO:  Sure.

MR. BRADBURY:  I took a look at the scenario you proposed in the question before the break.  And you are right that under an hypothetical circumstances with total system load and weather-sensitive load being equal, the ratio would be one, and I would end up using the correction factor as proposed in the IESO.

So from that point of view, theoretically speaking, that the -- if you were to move numbers beyond what was provided by Hydro One, then my thinking would not produce a sensible, I guess, result.

However, I think it's worth going back and qualifying it with other evidence.  In my -- in the evidence that Canadian Niagara Power provided, we went to great lengths to talk about the historical numbers that we have seen in Port Colborne, the historical load numbers, and we talked about the heating and cooling days that could be extrapolated from Environment Canada data and the data that was provided or purchased by Canadian Niagara Power from the Weather Network.

And I think the Ontario Energy Board probed that further in its interrogatories by asking me if I agreed that certain years were less or more electrically demanding because of the ambient temperatures or the number of heating and cooling days, and I responded by saying that not necessarily.  Heating and cooling days were only one of the factors, and whether it was an anomaly that there was a warmer than average spring and people wouldn't be using their air conditioning or it was a slightly cooler summer but electric heating wouldn't be applied.

And I went on further in my -- in our evidence, sorry, and I related what I had derived from this methodology as being consistent with the actual results that had been seen in Port Colborne with, you know, what I referred to as lesser or warmer or cooler or more or less heating days and cooling days over that period, and I proposed, and I extrapolated from the data, the actual data that we had, applying this methodology and using the data that Hydro One had given me, which is the actual data, not an hypothetical situation, would be a one-to-one ratio, that Canadian Niagara Power reported that this methodology provides a reasonable weather normalization which is in line in what we have seen in our historical patterns.

So we stand by the numbers that are produced, and we acknowledge that if it were a one-to-one ratio then this methodology would not provide a -- I guess, again, I will go back to the word a "sensible result".  The inverse would take me to infinity, and the -- so I agree with you, but I think in the evidence it has been qualified that the methodology put forward there for normalization is reflective of what Port Colborne sees.

MR. BUONAGURO:  Thank you for that.  I think that my question was a little more subtle than the hypothetical 1.0 scenario, in that the more -- or the higher proportion of your total load that is deemed weather-sensitive, the less you're just -- you're normalizing weather-sensitive load.

MR. BRADBURY:  I agree with you.

MR. BUONAGURO:  And that, I think, is still hanging out there as to why that would be appropriate.

MR. BRADBURY:  That is -- what you are saying is mathematically that will add then, but my response is that, again, this was one of several tools -- it is the tool that was used to produce the actual number we forecasted, but it was qualified, and I think I went to greater length this morning.  I am not going to repeat myself about weather normalization for a small LDC.

But the results, given the actual numbers that Hydro One produced -- and they are what they are, produces the 1.447.  It produces a -- together with the normalization that has been produced by the IESO, produces a weather-normalized set of data that is consistent with the historical values that we see in Port Colborne, and that's the reasoning.

There are no arguments.  If the number travels -- if the ratio of weather-sensitive, non-weather-sensitive load drifts from what is stated here, the ratio will move in
a -- I agree with your point, I guess is what I am trying to say.  You make a valid point.  But my counter is that the results of this calculation produce an intuitively correct weather normalization based on the results we have seen and the patterns we have seen in Port Colborne.

MR. BUONAGURO:  So what I am hearing from you is that if we look at the calculated uplift factors in this table, which, just so people understand where it came from, it's Exhibit 3, tab 2, schedule 1, page 4.

If we look at the results that you used, the negative 2.15 percent, the 1.09 percent, the negative 0.76 percent, you are saying that applying those factors to your actual data in 2005, 2006, and 2007 respectively gave you results which matched what your weather-normalized results would be for those three years?

MR. BRADBURY:  It gave us results -- I don't know exactly what it would be, but it gave us results that were -- intuitively, when you look at the results, it matches the historical numbers that we have seen.  And again, I go back to the additional data that was provided with the rate application, that being heating and cooling days.

And when you look at the data that we could retrieve or use to determine whether we were, say, going in the right direction with weather normalization, the results that are used here produce an intuitively correct weather normalization.  And by "intuitively correct", I mean it reflects the actual data that we saw in past years when correlated with heating and cooling days.

So if I look at a trend of previous years and correlate it with data that we were able to get from Environment Canada, whether it was a warmer or colder summer or winter, then this methodology produced what I consider an intuitively correct number.

MR. BUONAGURO:  Okay.  Thank you.  The thing is, when you say that, it makes it sound like, if you use this methodology to look back to what happened in the past --

MR. BRADBURY:  No, no, I am sorry, no, that's not what I meant.

MR. BUONAGURO:  Okay.

MR. BRADBURY:  No, I produced -- in the application there is other data.  And as I said, the OEB Board Staff questioned the data.  We produced data that showed the historical weather trends, and we produced what was a 30-year data.

MR. BUONAGURO:  Sorry to interrupt, but for Port Colborne specifically or for Ontario-wide?

MR. BRADBURY:  For Port Colborne specifically, based on the information that we could buy from the Weather Network.  That was the only source of weather data that we could source that gave us a localized temperature.  So...

MR. BUONAGURO:  And this is different data than the Port Colborne-specific data that you couldn't access in order to get -- to adjust the IESO --

MR. BRADBURY:  Well, there is no specific data.

MR. BUONAGURO:  I am just saying that before the break you were talking at length about how you couldn't get specific data from Port Colborne.  I just want to confirm that you are talking about a different set of data than you're talking about now, which is Port Colborne-specific.

MR. BRADBURY:  No, what I said before the break is, we could get temperatures.  We can -- Environment Canada and sort of through different weather stations can provide us with temperatures, but they can't provide us with the full suite of data that's needed to produce a viable weather normalization model.  Temperature is not the only thing.


And what I am saying, if you go back and correlate the -- our actual energy sales to residential and general service and you look at the weather that we have seen, we saw some cooler days.  Like, I think we see a negative in 2005, a positive in 2006, negative again in 2007.  We saw a trending in our actual sales, but we don't see -- that trending, what I am saying, is more in line with the weather normalization that we're predicting to be used in the 2009 model.


MR. BUONAGURO:  Are you aware of any other context in which this calculation that you have done here for Port Colborne, for example, has been used?


MR. BRADBURY:  No.


MR. BUONAGURO:  Is this something that CNP has devised on its own?


MR. BRADBURY:  Yes.


MR. BUONAGURO:  Okay just one last thing.  It seems to me that you are saying that you agree that the methodology and the comments we made about directionally and where it goes, you agree that they don't make sense, but the results seem to intuitively match what you expect to see historically or what you have seen historically?


MR. BRADBURY:  That's correct.  The normalization that was developed there is really a product of the data, the calculated data provided by Hydro One in the 2006 cost allocation.  Looking at where our actual sales have been, and I think in the words used in the application or response to the OEB's interrogatory, I can't recall which, we do not see a lot of volatility in sales and, you know, and extrapolating from that, the variances we do see in sales -- and we have very low growth in Port Colborne, I think we are down from a residential, we say the weather-normalized or weather-sensitive loads, we are down to about a quarter of a percent growth, so not a lot of it is impacted by growth.


So we see little volatility in our actual sales from year to year.  And when correlated with the weather -- or the temperatures that were also provided there, we felt this was a very reasonable approach for weather normalization.


MR. BUONAGURO:  Thank you.  I will leave it now.


MR. BRADBURY:  Okay, thank you.


MR. BUONAGURO:  Actually moving on to a growth-related question.  I am looking at Exhibit 3, Tab 2, schedule 1, page 8, and I will pull it up for you.  This will be a short question.

Here, you have noted that 21 residential customers were to be transferred to Welland Hydro in the final quarter of 2008.


MR. BRADBURY:  That's right.


MR. BUONAGURO:  Can you confirm whether this transfer actually occurred?


MR. BRADBURY:  No, it did not.


MR. BUONAGURO:  Is it still expected to happen?


MR. BRADBURY:  It is still expected to happen, but there is -- negotiations with Welland Hydro have not proceeded to a point that we had anticipated.


MR. BUONAGURO:  So it may or may not happen sometime this year?


MR. BRADBURY:  It's likely those 21 residential customers will remain in Port Colborne until the third quarter of this year.


MR. BUONAGURO:  Until, sorry, which quarter?


MR. BRADBURY:  Until the third quarter of 2009.


MR. BUONAGURO:  Okay, thank you.  I am going to Exhibit 3, Tab 2, schedule 1.  And this is, well, this is your load forecast in general, and the question actually refers back to the Sherkston resort expansion we talked about earlier.

Can you explain where in Exhibit 3, Tab 2 evidence that this expansion and the load -- I guess it was 2 gigawatt-hours per year increase would be captured in load forecast projection for...


MR. BRADBURY:  Actually you won't see it in 2009 in the data that's provided.  Sherkston Shores indicated back during the forecast period they will begin some construction in 2009, the substation begins.  Sherkston Shores is a summer resort.  It has a population in the winter of time of, for all intents and purposes, zero.  The population in the summer may be in excess of 10,000.


We will see the normal kilowatts from Sherkston in 2009 than we would have seen in other year that it's forecasted.  Their construction and any additional load will appear non-coincident with their normal annual peak.  So it will appear, at best, in late 2009 and therefore, really, have no impact on the forecasting.


MR. BUONAGURO:  I see.  So when we were talking about I think it was 2 gigawatt-hours per year, was that the figure?


MR. BRADBURY:  No, the demand, I think -- it was a demand figure, not an energy figure.


MR. BUONAGURO:  Sorry, I fumble with the figures so...


MR. BRADBURY:  It is either gigawatts or gigawatt-hours.


MR. BUONAGURO:  So but the increased load you expect from the resort, I think when we talked about it earlier, was either 2009 or 2010 but to get more specific, most of it will occur sometime in 2010, the increase.


MR. BRADBURY:  Yes, it is my understanding during forecast period that we would not see -- that they would begin construction, but we would not see any marginal load.


MR. BUONAGURO:  Okay, thank you.

I am going to because this is, I guess a forecasting related question I am going to jump to Fort Erie for a second which we haven't been talking about.  I am looking at the Exhibit 3, tab 2, schedule 1, page 9.  You will see at the top of that page I have highlighted a section that says – well, it talks about long-term load transfer arrangement for Fort Erie.


MR. BRADBURY:  Yes.


MR. BUONAGURO:  With respect to Fort Erie in that there is a plan but that you are not anticipating significant change in the residential customer counts.


MR. BRADBURY:  That's correct.


MR. BUONAGURO:  Could you clarify how those long-term load transfer arrangement affect or impact Fort Erie's customer rates?   I don't think it was clear on the record whether it was being absorbed by Fort Erie or exporting customers out of Fort Erie.


MR. BRADBURY:  There's both.  The load transfers between Fort Erie and -- I guess it's Niagara Peninsula Energy now, in the Niagara Falls area is basically I think half a dozen or so, but I can't remember, maybe as many as nine basically rural farmhouses that border on Netherby Road, they are just to the north of Netherby Road.


We have met with Niagara Peninsula Energy and just basically we are anticipating a swap.  We are going to allow some of our customers to go over just from a geographical point of view, a sensible arrangement.  There's no lines being built, there's no loads being transferred.


These are small, rural farmhouses and really negligible with any type of change-over.


MR. BUONAGURO:  Okay.  But we are talking about something less than ten customers?


MR. BRADBURY:  We are talking one, possibly two, and I don't know if it's in favour of Niagara -- if the final solution would be in favour of Niagara Falls or Fort Erie.


MR. BUONAGURO:  Has that happened?


MR. BRADBURY:  No, it hasn't.


MR. BUONAGURO:  Whatever the specific transfer are -- or the transfers are, are they in the load forecasts?  Have they been factored in?


MR. BRADBURY:  They are, like I said, they are a few residential houses so they would be in the load forecast but there was no adjustments made to the load forecast.  I guess we refer to it as almost many the error range.  We try to estimate how many customers we are going to have in 2009 and whether it is one or two going one way or the other in that load transfer would not impact the load for the customer forecast.


MR. BUONAGURO:  Can you tell me when these transfers are expected to happen?


MR. BRADBURY:  We are still -- we have had meetings with Niagara Falls and we would like to make application this year, indicated we would like to get it straightened up.


MR. BUONAGURO:  Okay, thank you.


I am switching to Exhibit 3, tab 3, schedule 2 in the application.  This shows, amongst other things, your miscellaneous revenue, historical and projected, I think.  Yes.  You see that?


MR. BRADBURY:  We are back in Port Colborne are we now?


MR. BUONAGURO:  Yes, sorry, we are back in Port Colborne. That was my slight deviation into Fort Erie for a moment.


MR. BRADBURY:  Yes.  That is the miscellaneous service revenues.


MR. BUONAGURO:  It shows a reduction in miscellaneous service revenues for 2009 of $122,060; do you see that?


MR. BRADBURY:  Yes.


MR. BUONAGURO:  And we're understanding that that's based on -- and this is per page 3 of the same exhibit, I believe, that you're assuming no standby service revenues.


MR. BRADBURY:  Oh, okay.  Yes.

MR. BUONAGURO:  Okay.  Can you confirm that this is still your expectation for 2009?

MR. BRADBURY:  Yes, it is.

MR. BUONAGURO:  Okay.  Thank you.

Now, I'm turning to a VECC interrogatory.  It is 19(a).  It has to do with vegetation management.

MR. BRADBURY:  Actually, if I can give a more fulsome -- yes, we've -- we will be working on interim rates.  I had forecasted this revenue based on May 1st implementation of rates, so I can't categorically say where standby revenue would be if we continue on the existing rate order.  This was based on May 1st implementation.

MR. BUONAGURO:  Let me see if I can guess at what you mean.  Is that because whether or not you collect standby revenue depends on what your base rates are?  Because the people you would collect it from --

MR. BRADBURY:  No, I go back to my original answer.

MR. BUONAGURO:  I am just trying to figure out what --

MR. BRADBURY:  I'm just --

MR. BUONAGURO:  Yes, I was trying to anticipate why that would have an effect, but you are saying that you are not collecting standby revenue from anybody now, are you?  I am happy to take an undertaking if you want, to just be 100 percent certain.

MR. BRADBURY:  Yes, I am not 100 percent certain.

MS. COCHRANE:  It will be Undertaking JT.2.

MR. BRADBURY:  These calculations were done based on May 1st implementations.

MR. BUONAGURO:  Okay.  So the undertaking is to confirm that the forecast for the 2009 rate year continues to be based on the assumption that there will be no standby service revenues.

MS. COCHRANE:  Just to reiterate that, it's Understanding JT.2.  My mic wasn't on earlier.  I don't know if the reporter got that.
UNDERTAKING NO. JT1.2:  TO CONFIRM THAT THE FORECAST FOR THE 2009 RATE YEAR CONTINUES TO BE BASED ON THE ASSUMPTION THAT THERE WILL BE NO STANDBY SERVICE REVENUES

MR. KING:  Just to clarify, when you say "2009 rate year", so that's the date of the effective rate, so we know it is not May 1st now.  It will be some point thereafter.

MR. BUONAGURO:  Let's make the assumption that whatever rate order that the Board implements will be effective May 1st.

MR. TAYLOR:  It will be implemented after May 1st, but our position will be that it will be effective May 1st.

MR. KING:  But it won't be.

MR. BUONAGURO:  It sounds to me like there is some complicating factor with respect to standby revenues?

MR. KING:  Well, I think that's why he was confused when he asked, well, on May 2nd there might be because the rate is still in effect, but -- because we have interim rates.  But on July 1st, if the rates become effective, there will be not...

MR. BUONAGURO:  I see.  So the complicating factor is that you have a standby rate which, until it's eliminated, may generate revenue?

MR. BRADBURY:  It's quite possible, yes, it may generate revenue.  I am trying to be as honest as I can in answering.

MR. BUONAGURO:  That's fine.

MR. BRADBURY:  There may be revenue if, you know, if we are still here in August or September, you know, whether the revenue is refunded, you know, that...

MR. BUONAGURO:  Thank you.  That's -- perhaps we will keep the undertaking, and you can explain the scenarios under which you may still be collecting standby revenue, and that might be helpful when the Board is making its final determination.

MR. VLAHOS:  I want to make sure I understand.  There is no forecast for any revenue coming from application of standby rates in your revenue requirement; right?

MR. BRADBURY:  That's correct, based on -- in the evidence I talked -- or Canadian Niagara Power talked to the two embedded generators that are there now that use standby service, and what we had seen in the past when natural gas prices increased, that they reduced their -- they reduced their reliance on gas and increased their reliance on electrical energy, and they were drawing what had originally been contracted with both customers as a minimal standby rate -- the rate was based on.

MR. VLAHOS:  So your original evidence, then, that -- you're saying that there may be now a higher probability of getting some revenue from standby rates?

MR. BRADBURY:  That's right.  And that is why I am reluctant to answer his question "yes" or "no".

MR. VLAHOS:  And you are saying it all depends as to what time frame we are talking about.

MR. BRADBURY:  Essentially, and -- well, in our rate application we did ask for approval of the standby rate for Port Colborne, but we're not anticipating any revenue, because of the behaviour of the customers.

MR. VLAHOS:  Is this the first time you are asking for a standby rate --

MR. BRADBURY:  No, no, we have --

MR. VLAHOS:  You have had that.

MR. BRADBURY:  We have had it since 2002.

MR. VLAHOS:  Is that the case with all three systems?

MR. BRADBURY:  No, just Port Colborne.

MR. VLAHOS:  Okay.

MR. BRADBURY:  Again, with the economic downturn now, and I think -- I don't drive, but I understand gas prices are quite low -- it's possible that the two customers have reconsidered again.  I don't know.  But my forecast was based on the best knowledge I had at that time, and we did meet with both customers, and we reflected in our load forecast.

MR. VLAHOS:  Let me tell you, you can anticipate Mr. Buonaguro's argument, that he will say that there is a probability that there is some revenue, and therefore the Board should consider making a proper adjustment.  So what is your response to that?

MR. BRADBURY:  My response to that is --

MR. VLAHOS:  Mr. Buonaguro, sorry to take your panel away.

MR. BRADBURY:  My response to that is, you know, given the changes in the economic conditions, the -- where our rate case is today, we would have to look back at those two embedded generator customers, see where they are, and make our best forecast to the end of 2009, whether we would anticipate standby revenue.

MR. QUESNELLE:  Can I -- not to -- you know, I don't want to present arguments on this thing as we are talking about it, but so I understand the mechanics of this, your standby rate is based on a minimum-purchase concept, is it not?  Your forecast now anticipates that there will not be any revenue, because there will be volumes used over and above that minimum.

MR. BRADBURY:  That's correct.  That's correct.

MR. QUESNELLE:  So any amendment to that projection would bring it down as far as your anticipated sales, but only to a level which is -- bring your revenues down to that level of which a standby kicks in; is that right?

MR. BRADBURY:  That's correct.  That is the way we are proposing to do it.

MR. QUESNELLE:  Just, I needed to understand...

MR. BRADBURY:  Yes.  And we have -- not to further complicate it, but since the introduction of the market we have worked on a contractual amount of standby from a kilowatt point of view.  Both customers have -- one customer is a biological process, and the other -- and they have both come to us and said, In the event of my engines failing or my own generation failing, this is the minimum amount of power that I need to survive, and that's what we have based our tariff on, and that has been like that since May 1st, 2002.

MR. BUONAGURO:  I think that helps me.

Do I understand that the reason that you are not anticipating any standby revenue for those two customers is because they're not -- they will be operating in the other-than-standby capacity?

MR. BRADBURY:  Yes.  Yeah, they --

MR. BUONAGURO:  Okay.  As opposed to full-fledged customers.

MR. BRADBURY:  Yes, they use much more energy than they have generation available right now.

MR. BUONAGURO:  Okay.  Thank you.

I am not sure we still need the undertaking, other than to explain why the --

MR. BRADBURY:  I think the undertaking --

MR. BUONAGURO:  The fact of interim rates would change that, so...

MR. BRADBURY:  If at the end of the day someone asked to -- you know, based on the knowledge we have today and moving forward, what's our best forecast for standby revenue, but that would come in due course, would it not?

MR. BUONAGURO:  Thank you.

Okay.  So now I am moving on to VECC 19(a).  And starting with part (a) of the response to our question.  And here you are basically explaining that the vegetation management cycle you have is three years.

Could you tell me how long Port Colborne has been using the three-year cycle?

MR. SHEOGOBIND:  The three-year cycle commenced in 2005.

MR. BUONAGURO:  Okay.  And it appears from the evidence that the projected 2009 spending is roughly $43,000 than (sic) the 2007 or 2008 forecast; is that...?

MR. SHEOGOBIND:  That is correct.  There is a forecast increase in spending for 2009.

MR. BUONAGURO:  It's roughly 43,000?

MR. SHEOGOBIND:  I think that's correct, yes.

MR. BUONAGURO:  Okay.  Sorry, I don't have that there, but --

MR. SHEOGOBIND:  Yeah, I was trying to remember the exact dollar amount, but I believe it's in that dollar range.

MR. BUONAGURO:  And you're explaining -- you are explaining in part (a) -- no, I am sorry, I am going over to part (d) of the answer.  You are talking about the increase in 2009 and you're saying -- I am paraphrasing from the excerpt I have on the screen, there is a need to address problems that arise outside areas of scheduled zone.

MR. SHEOGOBIND:  Yes.

MR. BUONAGURO:  And the result of the intensification of the 2009 test year will address the rate of tree growth and minimize the problem areas outside the scheduled zone; right?

MR. SHEOGOBIND:  Yes, that is correct.

MR. BUONAGURO:  Is it fair to conclude that after this intensified effort for 2009, spending will fall to the 2007 and 2008 levels?


MR. SHEOGOBIND:  I think that the intensification, and I guess just by means of background and expanding a little bit upon what we said in the interrogatory, we have found that the three-year cycle works very well for us in terms of providing us with vegetation management that meets our needs in terms of providing adequate clearances from our lines.  But we found that in Port Colborne, there are pockets of heavily wooded areas that need additional attention.  That's the reason for the intensification in 2009 of the $40,000 and change.


We expect that there will also be some increases in 2010 and 2011.  The exact dollar amounts, I can't really say what they are right now, but we expect it probably will be around the $40,000 range over 2008, I guess for clarification. I guess to answer the question we expect the intensification is going to last approximately three years, which is '09, 2010, 2011, and subsequent to that, we should see spending starting to decline after that because we think the three years will give us -- will allow us to address these problem areas.

MR. BUONAGURO:  I see.  So the intensification is intended to address a specific problem which, once rectified, you will go back to your normal levels?


MR. SHEOGOBIND:  Yes, that's correct.  It is areas outside the schedule zone such as the fire lanes, heavily wooded areas like that and Port Colborne where there is numerous trees and vegetation that continue to give us problems.

MR. BUONAGURO:  The height of that intensification results in spending of 43,000 or so in 2009, 2010, and 2011 and then falls off?


MR. SHEOGOBIND:  That is correct, yes.  I expect it will fall off after 2011, yes.

MR. BUONAGURO:  Okay, thank you.  I am pulling up OEB Interrogatory No. 54, part (c).  Here you see a summary of the OM&A cost drivers for Port Colborne; do you see that?  If you go down to item number 8 which I have highlighted, we have customer service training costs, and it shows that that those costs contributed $52,600 to the increase in OM&A for 2007.

MR. SHEOGOBIND:  Yes.

MR. BUONAGURO:  Yes, thank you.  Now, in reading the application - and I am turning here to Exhibit 4, tab 2, schedule 3, appendix B, page 1.  I have highlighted here the passage - this suggests that the increase in the 2007 costs was partially due to three maternity leaves commencing in 2006 resulting in a significant amount of training overlap to adequately prepare for the leaves.  Do you see that?

MR. SHEOGOBIND:  Yes, we have got that.

MR. BUONAGURO:  Which sounds like that was an increase in costs specific to 2007; is that fair?

MR. KING:  Correct.

MR. BUONAGURO:  That would suggest to me that that training, those extra training costs are not required in each subsequent year; is that true?

MR. KING:  I am not sure they were specific to that.  I would have to confirm that.

MR. BUONAGURO:  Because on the assumption that the $52,600 was specific to the maternity-leave-incurred training costs and those training costs weren't replicated in 2008, then we would expect to see a decrease in 2008 which we don't see here; do you agree?

MR. KING:  If they were directly related to that; correct.

MR. BUONAGURO:  It sounds to me like you want to take an undertaking to clarify that.

MR. KING:  Yes.  I can't -- by just looking at that, I can't tell.

MR. BUONAGURO:  Okay.  So why don't we have an undertaking for that.

MS. COCHRANE:  It will be undertaking JT.3.
UNDERTAKING NO. JT1.3:  TO ADVISE WHETHER TRAINING COSTS WOULD DECREASE IN 2008

MR. VLAHOS:  Mr. Buonaguro, help me read this table, if you could, or how you read it?  So in 2007 you have certain values for certain activities.

MR. BUONAGURO:  Well, if you go down to the note on the table, it might help.  The above table reconciles the yearly changes in operating expenses.

So for customer-service training costs, the table shows that there was an increase in the cost relative to 2006 of $52,600 and the reference I made earlier to the evidence suggested that that spike was at least partially due to the increase in maternity-leave-related training, and my question is if that's true and specific to the one year, shouldn't it come down in 2008 and --

MR. VLAHOS:  Thank you for that.  I was missing the note itself which talks about the reconciliation and that clarifies it.  Thank you.

MR. BUONAGURO:  Okay.  I am moving to Exhibit 4, tab 1, schedule 1, page 2.  Here in the table, which I will blow up, it shows the total cost of the 2009 application is $59,400, and then a third of that is included in costs for 2009.  And before you say anything, I understand that the update -- the update applies specifically to this table; does it not?

MR. KING:  Yes, you are correct.

MR. BUONAGURO:  Okay.  So for the purposes of my questions, I think we are okay to stick with the original table because I am -– well, we will see.  I am going to stick with the original table for now.


Now, are all of these costs reported as regulatory expenses under administration and general costs?  So looking at the one-third claim in the 2009 test year of $19,800, okay, start with that.  I am going to flip over to Exhibit 4, tab 2, schedule 2, page 1, which you will see in a second.  It's hard to read but what this is is line 5655, regulatory expenses.  And as I go over, you have the different categories, we have a total of $106,608 shown for regulatory costs for 2009.

MR. KING:  Can you make that table a little smaller so I can see the headings and where exactly you are there?


MR. BUONAGURO:  Sure.  It's hard because it's so -- I think you saw this part, which is regulatory expenses.  And then if you look under this heading here, which is variance.


MR. KING:  I am just going the take a look in my binder.

MR. BUONAGURO:  Sure.   This would be a good one to do that.

MR. KING:  Sure.  Appreciate the table is quite large.

MR. BUONAGURO:  I am looking under the 2009 test year amounts and then under that amount, we have $106,608 total for regulatory costs.

MR. KING:  Okay.

MR. BUONAGURO:  So my question is simply:  Is the $19,800 that you've included in the costs for 2009 on the previous table, is that all subsumed under the $106,608 that's here?

MR. KING:  Yes.

MR. BUONAGURO:  Okay.  Now going back to the original table at Exhibit 4, tab 1, schedule 1, page 2.  With respect to external consultation, could you explain what's included in that?

MR. BRADBURY:  External consultation is a cost incurred in buying data from the Weather Network, Environment Canada.  It includes costs incurred with an external consultant to review our shared-services methodology, includes a charge for a consultant in Ontario to review our load forecasting and rate design.

MR. BUONAGURO:  Okay.  Now, is that all that was included on the original number, or have you included amounts that are included under the new number, or categories?  Because the new number for external consultation, pursuant to T.2, I think it's called, is -- sorry, I am getting a little confused here.

MR. BRADBURY:  It's a little less, I believe.

MR. BUONAGURO:  Yes, it's less.  So what causes the reduction between the application and the new evidence?

MR. BRADBURY:  We did not have to rely on the external resources with relation -- as much as we had anticipated in relation to our forecasting.

MR. BUONAGURO:  Okay.  So there is actually -- I'm actually now looking at the updated evidence, and I will poke around in here on the fly while we are talking about this.

It looks like, as between the application and the new evidence, you had not included any forecasted intervenor costs, for example?

MR. KING:  Yes, in error we had forgot about the intervenors.  I apologize.

MR. BUONAGURO:  Okay.  And I guess the biggest increase is in legal review and regulatory now.  It has gone from 25,000 to 134,000.  Do you want to add some commentary to that?

MR. KING:  I will speak to that, absolutely.  We have incurred significant legal costs because of the proceedings and the motions, and most of that is relating to Port Colborne.  So as you will see in the numbers presented this morning, that a lot of those costs relate to Port Colborne.

MR. BUONAGURO:  Okay.  Now, just to confirm back to the intervenor costs, is it true that in the original application and, therefore, throughout the application there is no amount embedded in any of the other amounts for intervenor costs?

MR. KING:  Correct.

MR. BUONAGURO:  Okay.  So this updated evidence is the first time that has been forecasted.

MR. KING:  For intervenor costs, correct.

MR. BUONAGURO:  Okay.  Thank you.

I am going to turn up VECC Interrogatory No. 21(c).  We asked here about the 17,000 projected increase in community relation costs for 2009, and this is the explanation.  And it appears to us that, while you've explained the reasons for the increased focus, you didn't say where the labour hours were shifted from, because you say the labour costs budgeted community relations were previously budgeted elsewhere in CNPI.  Can you tell us where those labour hours came from?

MR. KING:  Absolutely.  Some of the costs were incurred within the customer service department and other costs actually related to the annual customer service survey, were outside of CNPI and paid for by the shareholder, but these are costs that we feel that should be paid as part of CNPI.  That's why they are incurred today.

MR. BUONAGURO:  Okay.  That might partially explain my next question.  But you are saying that that $17,000 was labour that was being done by CNPI employees but paid for directly by the shareholder?

MR. KING:  No, the annual customer service survey is done by a third party, so that bill was paid by Fortis Ontario and charged to Fortis Ontario.  We have since charged it to CNPI more appropriately.

MR. BUONAGURO:  Okay.  So maybe if you answer this next question you can help me.  You might have to explain that some more to me.

Looking at Exhibit 4, tab 2, schedule 2, page 1, which is back to the, I think the rather large...  Well, maybe not.  It's the same very-hard-to-read table.

MR. KING:  Okay.  Sure.

MR. BUONAGURO:  Is there a corresponding decrease of $17,000 or some part of from one of the other categories to account for the shift in labour from one area to this area?

MR. KING:  It would be a partial decrease within customer service related to that.

MR. BUONAGURO:  Okay.  Can you tell me what line that would be?  I can't even see it on my computer.

MR. KING:  Yes.  Well, if you go billing and collections in total, it goes from 596,000 to 612.  Although it increases, it is offsetting some other -- otherwise, the increase would have been larger.

MR. BUONAGURO:  I see.  And that's only partial because some of that money was shifted from outside of CNP.

MR. KING:  Correct.

MR. BUONAGURO:  And that's because it has to do with customer survey?

MR. KING:  Yes, annual customer service survey.

MR. BUONAGURO:  Okay.  And is that something you have been doing year over year?

MR. KING:  We have been doing it year over year,

and -- correct.

MR. BUONAGURO:  It's only just now that you're bringing it into the revenue requirement for the company?


MR. KING:  Correct.

MR. BUONAGURO:  Okay.  Thank you.

At Exhibit 4, tab 1, schedule 1, page 1, you have your information-related taxes.  Can you confirm that, when you're talking about taxes and income taxes, you are talking about property taxes? 



MR. KING:  Correct.

MR. BUONAGURO:  And --

MR. KING:  Let me confirm one thing for you.

MR. BUONAGURO:  Sure.

MR. KING:  I just wanted to confirm it doesn't include capital taxes.  Just capital tax -- just property taxes.

MR. BUONAGURO:  Okay.  And then there is forecasted increases, or at least from 2007 to 2008, and you have got an increase of 6 percent?

MR. KING:  If your math is correct.

MR. BUONAGURO:  And I think at the time this was prepared that was a forecasted increase for 2008 of 6 percent, which carries forward to 2009, I think.

MR. KING:  Okay.

MR. BUONAGURO:  Can you tell me on what basis you forecasted the increase of 6 percent?

MR. KING:  I assume when we did it we looked at our property values and the assessment rate that was used by the City of Port Colborne and came up with that $5,000 increase.

MR. BUONAGURO:  Right.  But is it a forecast based on a formula, or is it based on your actual numbers that you're just running through?

MR. KING:  It wouldn't be actual numbers, because the forecast would have been done in May of '08 for '09 and the balance of '08, so at that point we probably wouldn't have known everything.

MR. BUONAGURO:  Okay.  All right.  Thank you.

MR. KING:  Can I go back to one of the undertakings?  I think I can answer one of your questions on the undertakings, now that I have the binder in front of me.  I know I am jumping around a little bit here.

MR. BUONAGURO:  Which undertaking?

MR. KING:  On the training for customer service.

MR. BUONAGURO:  Sure.

MR. KING:  Okay.  If you could bring up the answer to the OEB.  I am not sure which interrogatory, but the cost drivers, which is the one you referred to with the customer service increasing by 52,000 in '07.  Yes, that schedule there, thank you.


So you see in '07 to -- the beginning of '07 to the end of '07, we had to increase our costs -- and these are labour costs -- by approximately $53,000.  There was -- I think we said in our there were three maternity leaves, so you appreciate we have a customer service department with five to eight people, three maternity leaves is significant, so we had to hire additional people.


So conversely, if you look at the next column over, you see staff reductions.  I think that would pick up most of those reduction in costs there.  Item line 14, '08 to '09, $148,000 -- line 13, sorry.

MR. BUONAGURO:  So even though they are on different lines you are saying the $148,000 is the -- captures the year-over-year decrease in customer service training costs?


MR. KING:  Correct.  It represents maternity leave backfills, in essence, not properly characterized as training costs.

MR. BUONAGURO:  Okay.  All right, thank you.  Now sticking with Exhibit 4, tab 1, schedule 1, page 1, we have the total administration -- administrative and general costs of $2.5 million; you see that?

MR. KING:  Correct.

MR. BUONAGURO:  For 2009.  Can you confirm that these include the lease costs of $1,528,200?

MR. KING:  Yes.

MR. BUONAGURO:  So the administration and general costs net of the lease are less than a million dollars.

MR. KING:  Correct.

MR. BUONAGURO:  Looking at VECC 18, this table shows that the allocated administration and general costs for Port Colborne are $944,123 for 2009; do you see that?

MR. KING:  Yeah, I'd have to get the context of that question.  I prefer to look in my book.

MR. BUONAGURO:  Sure, sure.

MR. KING:  That was VECC IR?

MR. BUONAGURO:  Eighteen.

MR. KING:  Eighteen, PC 18.

MR. BUONAGURO:  Yes.

MR. KING:  Okay.  So what was your question again?

MR. BUONAGURO:  With respect to VECC 18, does this mean that all of Port Colborne's administration and general costs are allocated except for the lease costs?  Because the 2009 test year amount that we show here which is purchased services from affiliates is $944,000.  And going back to the application, after deducting the lease you have just around 950,000 or so in A&G costs, it looks like all of Port Colborne's A&G costs, other than the lease, appear to be allocated amounts.

MR. KING:  No, that's not correct.

MR. BUONAGURO:  Okay.

MR. KING:  If I could bring you to Port Colborne under Exhibit 4, tab 2, schedule 4, page 4 of 5, which is the shared services section with respect to Port Colborne.

MR. BUONAGURO:  Exhibit 2, tab 2, schedule 4, page --

MR. KING:  Page 4.  No Exhibit 4, sorry.  Exhibit 4.  Four, 2, 4 is the way I remember them.  Okay.  Now page 4 of 5.

MR. BUONAGURO:  Gotcha.  Yes.

MR. KING:  So that table represents in the last -- the second-last column, 2009 test year all the costs and affiliated costs which would be included in that admin and general area.  Now, I am not sure exactly what the total is there.  Maybe it equals 944, but...

MR. BUONAGURO:  Oh, I see.  So you are saying -- go ahead.

MR. KING:  There are some direct costs that are charged directly to Port Colborne, so that is why, failing that, they are not all allocated.

MR. BUONAGURO:  Okay.  So maybe we are talking about the semantics of the word "allocated."  Some of them might be allocated to Port Colborne, but some of them may be charged by directly by affiliate to Port Colborne.

MR. KING:  It could be a bill directly related to an item in Port Colborne.

MR. BUONAGURO:  Okay.  Now, back to VECC 18, can you confirm that the allocated cost to Port Colborne from 2006 actuals to 2009 forecasts have increased by approximately 22 percent from $771,996 to the 944?  You can take it subject to check.

MR. KING:  You know, we are talking general here so I will trust your numbers and your math.  I prefer to look at the previous table because it gives the detailed break-out of it.

MR. BUONAGURO:  True, but I mean this response, it summarizes purchased services from affiliates.

MR. KING:  Right.

MR. BUONAGURO:  And that's approximately 7 percent per year.

MR. KING:  What did you say the total was?

MR. BUONAGURO:  Twenty-two percent.  It's slightly over 7 percent per year if you were to equalize it.

MR. KING:  Yes.

MR. BUONAGURO:  Okay.  And actually if you go back to the table here that you prefer -- sorry -- which is the more detailed breakdown?

MR. KING:  Sure.

MR. BUONAGURO:  It appears that most of the increase comes from the increased administrative services from CNP Fort Erie, and I have highlighted those amounts as being the driver of the increase, it looks like.  Is that fair?

MR. KING:  Correct.

MR. BUONAGURO:  Okay.  Now, is that increase in cost to Port Colborne due to the total administrative costs increasing by 7 percent per annum or is it that the portion allocated to Colborne is increasing over time?  Which of those two is the driver to the increase to Port Colborne?

MR. KING:  As we are looking at here, it would be the amount an allocated -- I don't know the percentages.  If the total costs have increased, I can't tell -- I can't tell from looking at this and I would be recollecting.  Obviously the amount that is allocated to Port Colborne have increased, I can see that in front of me.

MR. BUONAGURO:  Right but the –- yes, but Port Colborne's percentage might be constant but the total amount increasing, or it could be the total amount is increasing and Port Colborne's amount could be constant.

MR. KING:  Correct.  I can't say off the top of my head which one it was.

MR. BUONAGURO:  Is that in the evidence?  I don't think we can't find it.

MR. KING:  We did respond to the direct interrogatory from VECC with respect to that increase from the 2007 actual to the 2009 test year in IR 44 related to Port Colborne.

MR. BUONAGURO:  Forty-four, okay.  Just a supplemental.

MR. KING:  Yes, sorry supplemental IR 44.  That's our explanation for the increase.

MR. BUONAGURO:  I see, sorry.

MR. KING:  Okay.

MR. BUONAGURO:  So where it says specifically there was a greater allocation of service centre rent and maintenance to CNPI PC as a result of its use of the warehouse and garage components.

MR. KING:  Yes.  Previously, if you read the last sentence, that would provide further explanation as well.

MR. BUONAGURO:  Okay.  So from this, we can say that the amount allocated to Port Colborne has gone up, not the total amount?

MR. KING:  Yeah, included in the total amount would be direct charges.  There was a change in the -- a previous manager had -- who managed the property management and that service had his employees charge directly their time into Port Colborne.  He has since left, and we now allocate that time.  So the same number is in there, or approximately the same number is in there, in total, which is a different way of getting it in there.

MR. BUONAGURO:  Okay.

MR. KING:  Did you understand what I said?

MR. BUONAGURO:  Well, yes, I think on that particular line item you are telling me that it used to be a direct allocation, and now it's a general allocation.

MR. KING:  Direct charge, yes, yes.

MR. BUONAGURO:  Okay.  I understand, thank you.

Okay.  I am looking now at Exhibit 4, tab 2, schedule 8, and which has to do with loss adjustment factors.  And here you have calculated the loss factors for each of the past three years?

MR. KING:  Yes.

MR. BUONAGURO:  And down at the bottom here you have a couple of lines where you explain that you are using the 2007 values due to problems with the earlier years; is that fair?

MR. BRADBURY:  Not necessarily problems, but anomalies, I guess.

MR. BUONAGURO:  Okay.  Have you had an opportunity to calculate the 2008 values?

MR. BRADBURY:  Not on final numbers, no.

MR. BUONAGURO:  When would those be available?

MR. BRADBURY:  They may be available, but I haven't calculated them.

MR. BUONAGURO:  I am not --

MR. BRADBURY:  I haven't turned my hand to it, so I'm saying -- you asked when they might be available.  I am saying they may be available now, but I just haven't turned my hand to it.

MR. BUONAGURO:  Okay.  I have no idea what's involved in calculating.  Is it something you can do as a calculation for an undertaking so that we have the 2008 values, as opposed to the 2007?

MR. KING:  Can I make a comment here?  While accounting might have done some calculations associated with those, I am not sure if Doug and -- who would be responsible for signing off on those numbers and analyzing those numbers are correct.

MR. BUONAGURO:  So what we are looking for is adding a 2008 table, right, to this table?  And I will ask you to do it, and then you can tell me whether it can be done or not as an undertaking.

MR. BRADBURY:  Sorry?

MR. BUONAGURO:  Well, if you are looking at this table on E-4, tab 2, schedule 8 --

MR. BRADBURY:  Yes, you are asking me if it can be done, or...?

MR. BUONAGURO:  Well, I am asking for the 2008 column.  Simply put, can you do it?

MR. BRADBURY:  I can do it, yes.  I just, I haven't turned my mind to it yet.  I...

MR. BUONAGURO:  All right.  So that's an undertaking?

MR. BRADBURY:  It will be filed, I guess.  Yes, it's an undertaking, yes.

MR. BUONAGURO:  All right.

MS. COCHRANE:  That will be Undertaking JT.4.  To clarify, was that for all three distributors, or just Port Colborne?

MR. BUONAGURO:  We are going to end up asking for all three distributors, so maybe if you want to just shortcut that --

MS. COCHRANE:  At this point the undertaking is only with respect to Port Colborne.
UNDERTAKING NO. JT1.4:  TO provide 2008 values for Exhibit 4, Tab 2, schedule 8

MR. BUONAGURO:  Can you do it for all three?  Yes?

MR. BRADBURY:  I can.

MR. BUONAGURO:  Thank you.

MR. VLAHOS:  Mr. Buonaguro, are you going to a -- are you moving to a new area?

MR. BUONAGURO:  I have two very short topics before I move on to cost allocation, so maybe I will -- that is what I have before --

MR. VLAHOS:  In total -- how many minutes in total?

MR. BUONAGURO:  Pardon?

MR. VLAHOS:  In total, how many minutes do you need?

MR. BUONAGURO:  Another ten minutes before I switch topics.

MR. VLAHOS:  Okay.  Let's proceed then.

MR. BUONAGURO:  Thank you.

I am looking at VECC No. 28.  And we were asking about the -- I will show the question to you.  We were asking about the allocation of account number 1508, and the answer was that the distribution revenue values used to allocate 1508 to customer classes was calculated using existing rates and non-weather-normalized 2009 forecast values.

Could you clarify what you mean by "2009 non-weather-normalized forecast values"?  Because our understanding is that your 2009 forecast is weather-normalized.

MR. BRADBURY:  I think the question falls in my purview, but I don't recall answering that particular number, so if I can take an undertaking to answer, I would appreciate it.

MR. BUONAGURO:  Okay.

MR. BRADBURY:  I can guess.  I have an idea of what we did, but I didn't write the response.

MR. BUONAGURO:  All right.

MS. COCHRANE:  That will be Undertaking JT.5.
UNDERTAKING NO. JT1.5:  TO CLARIFY WHAT IS MEANT BY "2009 NON-WEATHER-NORMALIZED FORECAST VALUES"

MR. BUONAGURO:  Can you confirm -- well, here you talk about using a 2009 load forecast.  Are you using the same forecast that's presented in -- and I will pull it up -- in the application, basically the same forecast that appears at appendix A of Exhibit 3, tab 2, schedule 1?

MR. BRADBURY:  Yes, but you will recall, I think, during your interrogatories and the Ontario Energy Board interrogatories that there was an error made in averaging 2008 and 2009 in the original.

MR. BUONAGURO:  Mm-hmm.

MR. BRADBURY:  And supplementary load forecast and certain rate design materials were provided in the interrogatories.  So there may be -- there may be two different numbers there, and that may be your problem with the previous question.

MR. BUONAGURO:  Right.  I --

MR. BRADBURY:  In my first model I actually averaged 2008 and 2009 for some reason.  I don't know why I did it.

MR. BUONAGURO:  Okay.  So maybe -- I think you've caught on to what I am trying to clarify here.

MR. BRADBURY:  Yes.

MR. BUONAGURO:  Maybe I will go through the exhibits that I am looking at, and we can work it out.

MR. BRADBURY:  Okay.

MR. BUONAGURO:  So this would be the base -- this would be the base forecast that was used for your application when planning to dispose 1508 at that point?

MR. BRADBURY:  Yes, I believe so.

MR. BUONAGURO:  Okay.  So then -- and if we turn up Exhibit 5, tab 1, schedule 4, page 1.  This sets out the values for the different rate -- different classes and revenues used in the allocator?

MR. BRADBURY:  Yes.

MR. BUONAGURO:  I am not going to blow it up, but are these the same values that you reported in VECC 6(a)?  Which I will pull up.  So we have the revenue numbers here in VECC 6(a).


When you did VECC 6(a), did you import the same values that you used in the --

MR. BRADBURY:  Yes, the same source document was used for all calculation.

MR. BUONAGURO:  Okay.  And then later on in VECC No. 36, you correct -- you replace the 6(a) -- the VECC 6(a) numbers with these numbers; correct?  The revenue numbers.  I think this is the correction you're talking about.

MR. BRADBURY:  I believe so.  I also corrected it for the Ontario Energy Board interrogatories as well.

MR. BUONAGURO:  Okay.  And so then I guess to close the loop then, wouldn't it be these values that we would use when clearing account 1508?  Would it be the next step in updating?

MR. BRADBURY:  I believe so.

MR. BUONAGURO:  Okay.  And I don't think that has been done.

MR. BRADBURY:  Probably not.  I can't say categorically it hasn't been done, but not -- at that point in time we had debated whether -- we acknowledged, I think, there was an error made with averaging, and there was an error made with the low voltage in Gananoque, and we debated whether we would, following the interrogatories, whether I would go back and do a clean sweep, and I think the collective thought was, maybe it's premature to do that and get a third set of numbers out there that would just serve to confuse people since at some point arising from this proceeding, we are going to be required to factor in all the corrections and do it again.  So there comes a point where a number of iterations would just confuse the community.


So I think whilst we did change it in some interrogatories, I can't say categorically we went back to correct it all for those errors discovered through the interrogatory process.

MR. BUONAGURO:  So at the end of the day when you are going to clear 1508 --

MR. BRADBURY:  It would be cleared on the same forecast as our revenue requirement.

MR. BUONAGURO:  Which is, at least, represented at least one part in VECC 36.

MR. BRADBURY:  It may very well be.  You know, I have answered a lot of interrogatories and, yes, I know VECC asked in their interrogatories a lot of "what-ifs", so to ask me to recall what I did four or five months ago -- but the answer is it will be updated on the valid forecast, and the same numbers used to clear the 1508 is used to determine the revenue requirement.

MR. BUONAGURO:  Thank you.  In VECC 36, what I am referring to is the fact that at the bottom of the interrogatory, you can see you say the information provided in VECC 6(a) did not provide for the charges properly, and that I think refers to the charges you are talking about.

MR. BRADBURY:  Yes.

MR. BUONAGURO:  Okay, thank you.  And my last question before lunch, and this is based on the cost-of-debt question.  In preparing, I couldn't find it quickly so I don't think we need it.  My understanding is that in the evidence you have provided a copy of the promissory note to Fortis Ontario.

MR. KING:  Correct.

MR. BUONAGURO:  And that note is callable on demand.

MR. KING:  Correct, sorry.

MR. BUONAGURO:  Thank you.

MR. BUONAGURO:  Does CNPI have the option open of paying it on notice to Fortis Ontario?

MR. KING:  Referring to the terms of that, which is in the OEB's submissions to Schools supplementary questions, I believe it was.  I just responded on the demand note is payable on demand and the question was whether or not CNPI can prepay, and that -- we gave a copy of the promissory note.  I don't believe they can, but we can confirm to the promissory note which was given to Schools, I believe -- not Schools – yes, Schools in one of the supplementary questions.

MR. BUONAGURO:  Sorry.  For some reason I couldn't find it easily, I thought it would be easier to ask you.

MR. KING:  Yes, and I can't -- can I suggest we undertake and after lunch if everyone would prefer to have lunch as opposed to me flipping through my binders to find that.

MS. COCHRANE:  That will be undertaking JT.6.
UNDERTAKING NO. JT1.6:  TO ADVISE whether or not CNPI can prepay the promissory note

MR. BUONAGURO:  All right, thank you.  We will continue that after lunch.

MR. VLAHOS:  Okay we will break for an hour, then.

--- Luncheon recess taken at 12:33 p.m.


--- On resuming at 1:40 p.m.


MR. VLAHOS:  Okay.  Mr. Buonaguro?

MR. BUONAGURO:  Thank you.

Helpfully, I was able to locate the promissory note that I was trying to refer to, so I put that up on that screen.  It's actually found at SEC Interrogatory No. 18, schedule A.

And if I recall, before the break I had asked for confirmation that the note is callable on demand?

MR. KING:  Callable on demand by Fortis Ontario, correct.

MR. BUONAGURO:  Thank you.

And my next question -- I can't remember if I asked or not, but my next question was whether CNPI has the option of repaying the note upon notice to Fortis Ontario.

MR. KING:  The promissory note is silent on that issue, so CNPI has no rights to repay.

--- Reporter appeals.

MR. KING:  Sorry, the promissory note is silent on that issue, so CNPI has no rights to repay.

MR. BUONAGURO:  So the position would be that you would have to negotiate that with Fortis?

MR. KING:  We have no right to repay.

MR. BUONAGURO:  I don't have a deep background in the law of promissory notes.  Is that a legal position from CNPI as to whether you have the right or not in the absence of a specific right?

MR. TAYLOR:  I think that the straightforward evaluation of this situation is that this is a demand note.  It's callable on demand by the issuer of the debt, as contemplated by the Board's cost-of-capital report.

MR. BUONAGURO:  Okay.  Now, if it were -- if it were the case that I was able to successfully make an argument in law that you had the option of paying it upon notice in advance of the dates in the document, would CNPI consider refinancing if low rates were available by paying off the note and obtaining lower interest rates from somewhere else?

MR. KING:  Well, the obvious answer, yes, if lower rates were available, correct.

MR. BUONAGURO:  Right.  But of course your position is that you can't refinance without Fortis Ontario's permission, I guess you would call it.

MR. KING:  Correct.

MR. BUONAGURO:  Thank you.

MR. VLAHOS:  Mr. Buonaguro, what's the rate gain?  Help us put it on the record.

MR. BUONAGURO:  Sorry, the rate on the note?

MR. VLAHOS:  Yes.

MR. BUONAGURO:  On the face of the note, it's 6.13 percent, except that because it's a note callable on demand from the affiliate, it would be at the lower of the deemed rate, or 6.13 percent, so --

MR. TAYLOR:  That's not how we interpret it.

--- Reporter appeals.

MR. TAYLOR:  Sorry, our understanding of the cost-of-capital report is that if it's a demand note with an affiliate, then the deemed rate is the rate that's used by the Board.  There's nothing in there about the lower of the two.

MR. BUONAGURO:  I may be mixing up the different sections of the Board report.  There's a section that says it's the lower of, and there's a section that says it's the deemed rate, so it would be in accordance with --

MR. VLAHOS:  Sorry, so the Board's rate was -- the Board's deemed rate was, say, I don't know, let's call it 6 percent, and the demand note was 6.5.  Then what would survive, the 6 percent?

MR. TAYLOR:  Sorry, can you repeat the numbers?

MR. VLAHOS:  Yes.  If the Board's deemed rate was 6 percent, and if the coupon rate was 6.5, then are you saying that the Board should lower this to 6 percent?

MR. TAYLOR:  I think that's my understanding.

MR. VLAHOS:  That's regardless of whether the note is short-term, callable, redeemable, or long-term?

MR. TAYLOR:  No, that's if it's, I think a variable rate or callable on demand are the two criteria, but I would actually like to review it before I give you an answer 100 percent.

MR. VLAHOS:  Okay.  But just help me with your understanding, though.  So if the Board's deemed rate was 7 percent, but the demand note was struck some months, years, ago, I don't know what the time frame was, if it was 6.5 percent, then what would you claim, what would the company claim, as part of the cost of service?

MR. TAYLOR:  The higher of the two.

MR. VLAHOS:  The 7 percent?

MR. TAYLOR:  Yes.

MR. VLAHOS:  So there's no fixity on the term then, or on the terms.

MR. TAYLOR:  No, if there was no fixed date, then it would be callable, and we would claim the higher.

MR. VLAHOS: So that would qualify as a long-term debt or long-term note?

MR. KING:  Can I interject?

MR. VLAHOS:  Yes, certainly.

MR. KING:  I believe the cost-of-capital report says if it's a variable debt rate or a demand debt note that you would use the long-term deemed debt rate, irrespective of whether it's a short-term type facility.

MR. VLAHOS:  Okay.  Well, thanks for putting that on the record.  We all have to brush up on it.

MR. BUONAGURO:  Thank you.  I mean, our position on that flows, obviously, from the Board's report, and I am not -- I can't remember off the top of my head what the Board report says specifically on this, so I don't know if it's just a matter of argument or whether it's something you want to clarify, we can clarify over the break, we can get the excerpt from the Board report.  I think it's two lines or something like that.

MR. VLAHOS:  Well, maybe Board staff can shed some light to this when their turn comes to ask some questions.

MR. BUONAGURO:  Okay.  Thank you.

All right.  I am moving now to some cost-allocation questions.  And I am starting with VECC No. 32, VECC IR Response No. 32.  And this is a -- this interrogatory asked in part about low voltage costs.

And generally speaking -- I am paraphrasing from the interrogatory response -- CNPI acknowledges that the cost-allocation information filing did not include low voltage costs, but that it applied the results of the cost-allocation filing to the forecast service revenue requirement, including LV costs; is that fair?

MR. BRADBURY:  Not altogether.  If I recall, the low voltage costs were not part of the costs allocation file.  In the allocation of the revenue requirement, the low voltage costs were allocated in the deemed that they normally were, and they were calculated separately in the spreadsheet.  Then once the -- once the classes were allocated, then the two amounts were recombined.

It's quite a while since we looked at this.  But I believe that's the answer.

MR. BUONAGURO:  Okay.  So --

MR. BRADBURY:  Low voltage is allocated on the premise of the retail transmission rates, if I recall.

MR. BUONAGURO:  Well, if we can look at the table at the end of the part of the answer.  This part of your response shows the result of excluding LV costs when applying the cost allocation filing; is that true?  The table is self-explanatory:  Comparison of proposed allocations to allocations with low voltage wielding costs removed.

MR. BRADBURY:  Yes, they're removed from the overall revenue requirement.

MR. BUONAGURO:  Right.  And it shows different results --

MR. BRADBURY:  Yes.

MR. BUONAGURO:  -- in terms of the revenue/cost ratios.  And then at the end of the -- just at the bottom here of the interrogatory response, you say:

"This methodology can be incorporated into subsequent rate design."

MR. BRADBURY:  Yes.

MR. BUONAGURO:  Right?  And then along with the filing of these IR responses, you filed an updated rate design to correct certain errors in the load data using the original application?

MR. BRADBURY:  That's correct.  I filed it in response, I think, to an OEB Staff interrogatory.

MR. BUONAGURO:  And I think -- I think you mentioned it to in the response to us, which is not important.

MR. BRADBURY:  Okay.

MR. BUONAGURO:  But that update, can you confirm that that included the same treatment of LV costs as the application; i.e., you didn't remove the costs?

MR. BRADBURY:  Yes, it was done in the same manner as the application was done.

MR. BUONAGURO:  Now, would you agree with me that the question of this treatment of LV costs, the way that it's done in the application pursuant to the Board's guidelines, presumably, versus the way in which it could be corrected by removing the LV costs, which you say could be incorporated into a further rate design.  Leaving it in the rate design without making the correction, would you agree that that introduces a further degree of uncertainty as to the accuracy of the revenue-to-cost ratios as a measure of cost responsibility based on the variations on revenue-to-cost ratios that you see when you make the correction?


MR. BRADBURY:  Would give you a slightly different value.  You realize low voltage revenue in Port Colborne is $4,000 per annum, I believe, compared to several million dollars revenue requirement.  So the impact would be rather slight, but, yes, it would result in a slightly different answer.

MR. BUONAGURO:  Of course the materiality depends on the quantum of the LV costs relative to total revenue requirement --

MR. BRADBURY:  Yes.

MR. BUONAGURO:  -- but you do agree there is a difference in accuracy between the two methodologies?

MR. BRADBURY:  I think in this particular case, residential was 57.78 and per the IR was 57.67, so we are looking at 0.11 percent.  So yes, there is a difference.

MR. BUONAGURO:  Because we are talking about a methodology question, it's something that we applied across utilities, so that's why we are interested.

MR. BRADBURY:  That's not to say I am not agreeing that one way is more accurate than the other, I'm just saying that the resulting --

MR. BUONAGURO:  Sure, but there is some uncertainty; it may be one or it may be the other.

MR. BRADBURY:  As to the treatment, yes.

MR. BUONAGURO:  Thank you.  And, I think you would agree that this sort of analysis would apply equally to Eastern Ontario Power which also has LV costs.

MR. BRADBURY:  Yes.

MR. BUONAGURO:  Thank you.  I am turning up in the Port Colborne application, Exhibit 8, tab 1, schedule 2.  This shows -- the table on this page shows the results of the cost allocation filing in terms of the revenue cost ratios by class.

MR. BRADBURY:  Yes.

MR. BUONAGURO:  And for the purpose of the cost -– sorry, for the purposes of the cost allocation filing you had the standby class to which costs were allocated; you see that at the bottom of your table?

MR. BRADBURY:  Yes.

MR. BUONAGURO:  Now, these standby customers we understand them to be GS over 50 customers who also have their own generation.

MR. BRADBURY:  That's correct.

MR. BUONAGURO:  I think we talked about stand by revenue before the lunch break.

MR. BRADBURY:  Yes.

MR. BUONAGURO:  Now, my understanding, and I think this is embedded in the cost allocation filings themselves, and I don't want to pull them up because I can't see them on the screen.  But for the purposes of 2009, you've combined the revenue requirement that's allocated to the GS over 50 and the standby classes in order to establish the cost responsibility for the GS over 50 class; is that correct?

MR. BRADBURY:  Yes, that's correct.  That was also done in this run that we are looking at in this table as well.  However, there was some revenue, as we talked about this morning, some of the revenue was in the miscellaneous grouping.  There was revenue assigned to the back-up or standby rate in the cost allocation filing.

MR. BUONAGURO:  Okay.  So does this all mean that, and maybe you can confirm, that if we combine the revenues from these two classes, and then compare to the cost of the two classes combined, that the overall revenue-to-cost ratio is approximately 137 percent using these cost allocation filing results?  So, for example, if you were to take the back-up standby revenue cost ratio -- basically you are taking the back-up standby and the general service 50, combining them, you'd get effective revenue-to-cost ratio of 137 percent?  It's a lot of numbers I am throwing at you.

MR. BRADBURY:  I can't confirm it right now.

MR. BUONAGURO:  Okay, do you want to do that by undertaking?  Basically combine the revenues from the two classes --

MR. BRADBURY:  I believe that was done in one of your supplementary interrogatories; was it not?

MR. BUONAGURO:  Offhand I can't tell you.

MR. BRADBURY:  In your supplementary interrogatories, your consultant questioned that and we -- he had proposed a method -- his first method I didn't really understand then he came back and clarified it, and I provided additional output sheets with the standby revenue combined.  I don't know what the results were, but he suggested a methodology and I complied with it and did it under that methodology of how to comply.  We didn't agree on the original methodology to combine those revenues.

MR. BUONAGURO:  All right.

MR. BRADBURY:  But I am just -- I can look at that.  I think the question has been asked and answered in the interrogatory.

MR. BUONAGURO:  Okay.  I don't have that interrogatory.

MR. BRADBURY:  No, and I don't recall it either.

MR. BUONAGURO:  Maybe we can step back and make it simpler.  The proposition is simple, I think.  For those two classes, I guess we are suggesting you should combine the revenue, combine the allocated costs, and you get a new revenue cost ratio for the combination and that new combination is 137 percent using your original cost allocation filing results.
 
Do you want to take that subject to check?  You can look at the undertaking response.

MR. BRADBURY:  I will check.  I think that's the same proposal your consultant put forward.

MR. BUONAGURO:  Okay, thank you.  Now, can you confirm that the revenue-to-cost ratios that are calculated for each class use the total revenue for each class, including the allocated share of miscellaneous revenues, and compares the sum of the two with the total allocated revenue requirement?


MR. BRADBURY:  I believe that's correct.

MR. BUONAGURO:  Now, in your rate design model, can you confirm that the column revenue at 100 percent revenue cost ratios sets out the distribution revenues needed to obtain 100 percent revenue cost ratio?


MR. BRADBURY:  That's correct.

MR. BUONAGURO:  And that's after one has allocated miscellaneous revenues to customer classes?


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

MR. BUONAGURO:  And can you confirm that the proposed revenue-to-cost ratios which are shown in the second-last column of the model are based on the proposed distribution revenue allocation to each class divided by the distribution revenue required to yield 100 percent revenue-to-cost ratio?


MR. BRADBURY:  I believe that's correct.

MR. BUONAGURO:  Is it fair to say if we were to include miscellaneous revenues in the calculation in a manner similar to the cost allocation filing calculation, the results would be different for each class?  Basically saying including miscellaneous revenues into this mix, changes the revenue-to-cost ratios?

MR. BRADBURY:  If the miscellaneous revenues were included as part of the -- so we go from the base revenue requirement back to the service revenue requirement and allocate it on that?

MR. BUONAGURO:  If you are talking about service revenue requirement including miscellaneous revenues, then yes.  That would change the results?

MR. BRADBURY:  Yes, because the miscellaneous revenue wasn't necessarily allocated in the same proportion of the electric revenue.

MR. BUONAGURO:  Okay.

MR. BRADBURY:  You have me confused, to be quite honest.

MR. BUONAGURO:  I know, it's a lot of summarizing of very complicated calculations, so I am trying to go slow.  But changing the numbers changes the results.

MR. BRADBURY:  Yes.  If miscellaneous revenue was allocated in a manner different than proposed service revenue requirement and you recombine the numbers, you would change the result, yes.

MR. BUONAGURO:  I think the point is that there is, I guess, at least an open debate about whether you should do it with or without the miscellaneous revenues included, there is two ways of doing it, arguably.

MR. BRADBURY:  Yes, there are two ways of doing it.  Then you go back to the original debate on cost allocation, and that's whether the miscellaneous revenues follow the same cost drivers as does electric revenues, and I think the collective wisdom during the cost allocation was that they do not follow the same drivers.

MR. BUONAGURO:  Okay.  Now in terms of the methodology, then, would you agree it's the same question as with respect to the LV costs.  This difference in ways in which miscellaneous revenues are encountered in the formula, the existence of this different treatment would create some uncertainty as to the accuracy of the revenue-to-cost ratios as a measure of the cost responsibility?

MR. BRADBURY:  Well, it would change the answer, but it's -- I am of the view that there has been no direction from the Board to change the accepted methodology of allocating retail or low voltage, and that was, it would follow the manner in which retail transmission was allocated, and that's the way the rate design is done.


There is no -- if you did it differently, you would get a different answer, yes, I agree with you, but there is no impetus to do it differently.

MR. BUONAGURO:  And I don't think we disagree with you.

MR. BRADBURY:  Okay.  I'm sorry, I thought you were --


MR. BUONAGURO:  Maybe I'm being a little too tricky, because, I mean, the fact is that at the same time that the Board is coming up with this methodology, the Board has ranges around a 1.0 revenue-to-cost ratio to account for uncertainty.


MR. BRADBURY:  Yes, I agree.


MR. BUONAGURO:  And I think I am just trying to illustrate some of the uncertainties that cause concern about going directly to 1.0.

MR. BRADBURY:  I don't want to create an argument, but some of the uncertainty that you are introducing are items that have previously been settled, and the rate design follows the methodology that the Board has prescribed.


MR. BUONAGURO:  All right.  Then maybe I'm --


MR. BRADBURY:  Even in the IRM process today, I think the low voltage still follows retail transmission.

MR. BUONAGURO:  All right.  Thank you.


Now, I have some questions about the transfer ownership allowance.  And we will start with VECC No. 31 from Port Colborne.  So this is -- here we asked for a rerun of the cost allocation filing, with revenues reduced to account for the transformer ownership allowance and the costs reduced to exclude the cost of the transformer discount allowance.

MR. BRADBURY:  Yes, I recall that hypothetical exercise.

MR. BUONAGURO:  It's hard to -- it's hard to increase the size without losing something of it on the screen.  But I think, looking at the results, we can see that the total revenues don't equal the total costs.

MR. BRADBURY:  Yes, and that was corrected in a subsequent -- and that goes back to the standby power issue, because electric -- as explained in other parts of the application, in 2006 Canadian Niagara Power's customer service system did not have the capability to take standby revenue into electric revenue, so it was allocated and accounted as miscellaneous revenue.  And it resulted in an error -- or not an error, I guess, but the manner in which the model accounted for it.  So it did not add back up.

MR. BUONAGURO:  I need to follow up with this to make sure that I have got this right, because when we looked at this, we understood that the -- now, you can see at the bottom here -- and I will read it out.  I have got highlighted a figure -- the difference $136,729.


MR. BRADBURY:  Yes.


MR. BUONAGURO:  And what I am understanding from you is that that amount of -- those dollars are related to the standby revenue, which wasn't accounted for.

MR. BRADBURY:  Yes, the model didn't allocate it properly.  That was corrected in response to your supplementary --

MR. BUONAGURO:  Okay.  So -- and just to confirm then, that has no relationship to the revenue related to the transformer discount.

MR. BRADBURY:  No, our understanding is it doesn't.

MR. BUONAGURO:  Okay.  So to correct for this, I think what you do is you make the adjustment to the GS over 50 class, which is the class that has the standby revenue?

MR. BRADBURY:  That's correct, yes.

MR. BUONAGURO:  Okay.  And then when you make that correction, it reduces the revenue-to-cost ratio for that class from 176.86 percent down to 160.2 percent?  Does that sound familiar?

MR. BRADBURY:  That sounds roughly right, yes.

MR. BUONAGURO:  Okay.  And then I think -- and you refer -- I think you're referring to this correction with respect to my last one about combining the two classes.  So if you take that 160.2 percent for the GS over 50 and then combine that with standby class, you get the much-reduced combined revenue-to-cost ratio of 132.8 percent?


MR. BRADBURY:  It's possible.  Again, I --


MR. BUONAGURO:  Subject to check?

MR. BRADBURY:  Yes.

MR. BUONAGURO:  Okay.  Thank you.


I am pulling up Exhibit 8, tab 1, schedule 2, page 2.  And this is just a copy of the ranges for the -- for each rate class, the Board's ranges, acceptable ranges.


MR. BRADBURY:  I recognize it.

MR. BUONAGURO:  And my understanding is that for Port Colborne at least, the only classes outside their prescribed range are unmetered scattered load, sentinel lights, and streetlights?


MR. BRADBURY:  I believe that's correct.

MR. BUONAGURO:  Now, in the case of unmetered scattered load, the ratio from the cost allocation run -- the initial cost allocation run was 61.43 percent?


MR. BRADBURY:  Yes.

MR. BUONAGURO:  I think I can show that.  Here it is.  So that's one of the first --


MR. BRADBURY:  Yes.

MR. BUONAGURO:  And then once we did the -- or we asked you to do the run with the transformer costs removed, that figure was reduced to 59.8 percent?

MR. BRADBURY:  Maybe, yes.

MR. BUONAGURO:  Yes, I think I -- I will pull it up for you.

MR. BRADBURY:  Yes, I see it.

MR. BUONAGURO:  Okay.  I won't blow it up, though.  Your eyes are better than mine.


Now, the proposition, back to the application, for moving it, moving that class, is to move it to 52.21 percent?

MR. BRADBURY:  Yes.  It may be corrected, would have moved further away from unity than the original.

MR. BUONAGURO:  And I have it right there:  Unmetered, scattered load, 52.21.


Now, I take it you are aware that the Board's guidelines say, don't move away from --

MR. BRADBURY:  I am aware of that, yes.

MR. BUONAGURO:  Can you explain how this happened and what the rationale for it is?

MR. BRADBURY:  That happens because, as we have discussed, the overall revenue requirement has increased, and as a result, when you allocate it to the customer classes, the -- even if you stay with the existing allocations, the amount that you're allocating increases as a result of your service revenue requirement increasing.


Unfortunately, in the unmetered, scattered load we have seen no growth whatsoever in Port Colborne, so now you have a customer class who has seen no growth assuming a larger portion of, in absolute dollars, a larger revenue requirement, because the service revenue requirement has increased.


And the only way to keep the rate impact to that customer below 10 percent is to actually lower his revenue-to-cost ratio.

MR. BUONAGURO:  I see.  So it's a conscious choice, then, in this case.

MR. BRADBURY:  It's a conscious choice, yes.

MR. BUONAGURO:  Based on rate impact.

MR. BRADBURY:  Yes.


MR. BUONAGURO:  Okay.  What was --


MR. BRADBURY:  And I believe I was -- that was articulated in the rate application that in the event that we would stay below the -- I believe it was -- I referred to it as a notional amount of 10 percent.

MR. BUONAGURO:  So 10 percent distribution rates --


MR. BRADBURY:  10 percent overall bill impact.

MR. BUONAGURO:  Overall bill impact, 10 percent?  Okay.


So what does -- do you know offhand where your proposal puts unmetered, scattered load, in terms of rate impact?  52.21 percent?


MR. BRADBURY:  It's in the application, but I -- if I try to picture it, I think it's 9.7.

MR. BUONAGURO:  I think I might be taking you later on to an exhibit that shows it, so if you see it pop up on the screen, you will let me know?


MR. BRADBURY:  Okay.

MR. BUONAGURO:  Now, for sentinel lights the ratio from the cost allocation run was 49.58 percent?


MR. BRADBURY:  Hmm.  Sorry, yes.

MR. BUONAGURO:  And the VECC No. 31 rerun put it to 53.41 percent.  And then in comparison you are proposing to increase the value to 63.46 percent?  I am assuming you can take these subject to check?

MR. BRADBURY:  I assume so.  That's the number I have on the screen in front of me.

MR. BUONAGURO:  Okay.  So moving from 53.41 to 63.46 is more than halfway to the lower end of the Board's 70 percent floor value for that rate class, I think?


MR. BRADBURY:  Yes, seems to be, yes.

MR. BUONAGURO:  Okay.  Now, for that class why would there be such a large increase?  How can you support the large increase in that particular class?

MR. BRADBURY:  Again, I believe my answers, I made all attempts to respect the Board's guidelines, so I would have pushed it to the limit that I could and then respect the notion of a rate impact, bill impact.

MR. BUONAGURO:  So this would be before the 10 percent total bill impact.

MR. BRADBURY:  I believe so.

MR. BUONAGURO:  Okay.  And then for streetlights, the cost allocation run was 29.39 percent -- I will speed up a little here because --

MR. BRADBURY:  The answer is going to be the same for each one of your questions.

MR. BUONAGURO:  I think so, but I have to get it on the record.


And then the corrected, if I can call it, VECC 31, cost allocation was 31.99 percent, and then the proposal was to increase to 38.69 percent, which is less than a quarter of the distance to the lower end of the Board's range.  Maybe I will anticipate your answer, is that basically because of the rate impact?

MR. BRADBURY:  If I recall in practically all areas with possibly the exception of the harmonized rate application that streetlighting and sentinel lighting were pushed to the limit respecting the notion of 10 percent bill impact.

MR. BUONAGURO:  Okay, thank you.  Now I am going to pull up the Fort Erie application.  This is Exhibit 10, tab 1, schedule 2.

MR. BRADBURY:  Exhibit 10 would be harmonized?

MR. BUONAGURO:  Yes, I believe so.  Which has similar tables specific to Fort Erie, obviously.  And so these revenue cost ratios that are reported here for the various classes are based on a cost allocation run that combined Fort Erie and Eastern Ontario Power.

MR. BRADBURY:  That's correct.

MR. BUONAGURO:  And is it fair to say that most of the customer class ratios are outside of the Board's prescribed radius, which are at the bottom of the table.

MR. BRADBURY:  General service greater than 50 seems to be within the Board's range.  Residential is close.

MR. BUONAGURO:  Okay, thank you.  Now, when we turn to page 3 of this same exhibit, this has your proposal for 2009; is that correct?

MR. BRADBURY:  I believe that is my proposal, yes.

MR. BUONAGURO:  Right.  And this has – we're focussed on the residential, this proposal has residential at 82.88 percent which is below the Board's lower end; correct?

MR. BRADBURY:  Yes.

MR. BUONAGURO:  Now understanding, I have highlighted the text here which talks about the proposed customer class total bill impact of a maximum of 10 percent.  And as I understand from your previous testimony on cost allocation in Port Colborne's case, I am guessing that the X-training factor for residential,  why you don't move it all the way to 85 percent is because of the associated bill impacts; correct?

MR. BRADBURY:  I believe so, yes.

MR. BUONAGURO:  If we can turn to Exhibit 10, tab 1, schedule 8, page 5, which I will pull up.  This is the table I was referring to.  This has all the impacts of your proposal, I believe.

MR. BRADBURY:  Yes.

MR. BUONAGURO:  We are focussed on residential, and I'll just highlight the bill impact section.  Across the range of volumes, monthly volumes for those customers, you're hovering above 9 percent and close to 10 percent for all usages.

MR. BRADBURY:  That's correct.  If I recall properly, there is a section in there where I may have adjusted the fixed variable split as well in order to attempt to respect the Board's guidelines as best I could.

MR. BUONAGURO:  Okay, and I have some questions about that, I think, coming up right now.


Actually, Exhibit 9, tab 1, schedule 1 at page 16.

MR. BRADBURY:  So you are going back to the Fort Erie alone rates?

MR. BUONAGURO:  Sorry, no this is Port Colborne.  Thank you for asking.  I forget that I have to switch between applications here.


There is a section here at the top of the page which says Port Colborne has revised the amount of the class revenue requirement allocated to the monthly service charge from 51.5 percent to 61.2 percent.

MR. BRADBURY:  Yes.

MR. BUONAGURO:  Now, in looking at the cost allocation, and I am starting to understand maybe what will happen but I will get it from you, understanding was that the, if we look in the cost allocation run, the actual percentage recovered to the service charge is reduced from 61.2 percent; is that right?

MR. BRADBURY:  I think say there Port Colborne has revised the amount of the class revenue requirement allocated from 51 to 60...


MR. BUONAGURO:  If you don't have that off the top of your head, maybe we should pull up the appendix, because my understanding is it has actually gone the other way.

Appendix A, the cost allocation revenue distribution tab in the cast allocation file.

MR. BRADBURY:  Okay.  Can you repeat your question?

MR. BUONAGURO:  Well, the page reference talks about specifically about increasing the percentage recovered from 51.5 to 61.2 in the fixed charge, and our understanding of the filing, the actual rate filing, was that it was being reduced.  So we wanted to clarify whether we just misunderstood or whether this statement here is wrong.


MR. BRADBURY:  That's residential; is it not?

MR. BUONAGURO:  I have trouble navigating these, so I am going to rely on you.  My understanding is that if you look at the cost allocation revenue distribution tab of your filing.

MR. BRADBURY:  Oh, I am sorry.  I was looking at my rate design.  Yes, the original was 61.43.

MR. BUONAGURO:  So the original was 61.43 and it's going down to 61.2?

MR. BRADBURY:  Can I undertake to answer that one.  I want to be sure I am using the -- referring to the right data.

MR. BUONAGURO:  Okay.  So you understand what we are trying to clarify here is that there is sort of a simple statement that says we are going from 51.5 percent recovered through the fixed charge to 62.2 percent recovered through the fixed charge, but when we look at the cost allocation filing, it appears to us that you are taking the existing percentage recovered to the fixed charge and reducing that so -– which would increase the variable charge presumably, or the recovery through the variable charge.


So I just want to confirm whether that's true or whether we misunderstood.

MR. BRADBURY:  That would have been done in the rate design portion, though not the cast allocation portion.

MS. COCHRANE:  Do we still need that undertaking?

MR. BRADBURY:  Well, the question is -- my problem is the question is confusing because you are framing it from a cost allocation, but any changes to the monthly service charge would have been done in the rate design in order to minimize rate impacts and respect the boundaries within the cost allocation.

MR. BUONAGURO:  So let me try to put it this way:  How much of your revenue or how much of your costs are you going to recover through the fixed charge as part of your application?  How much do you want to recover of fixed charge at the end of the day?


MR. BRADBURY:  That's right.  And the idea was to respect the Board's boundaries but to minimize the rate impact on the average customer.  That's why the fixed variable splits would have been changed.


MR. BUONAGURO:  Okay.  And I am just trying to confirm whether they're -- which way they are going.


MR. BRADBURY:  Yes.


MR. BUONAGURO:  So which way are they going?  I am sorry, this is partly my confusion, so...


MR. BRADBURY:  Again, I think I am going to have to take it on an undertaking just to clarify that particular.


MR. BUONAGURO:  That's fine.  Okay.


MS. COCHRANE:  That will be Undertaking JT1.7.

UNDERTAKING NO. JT1.7:  TO CLARify what percentage of the revenue requirement is to be recovered through fixed charge

MR. BRADBURY:  My only concern is there are so many rate designs out there right now.  I just want to be certain I answer your question properly.


MR. BUONAGURO:  Okay.  Oh, that's fine.


MR. BRADBURY:  I can tell you the reason for doing it in mathematically fixed and variable charge is just a straight line, with a monthly service charge being your zero intercept.  So by adjusting your zero intercept, you vary the slope on the line.  And if you want to target -- respect the Board's guidelines and respect the notion of bill impacts, then really that's one of the only tools you are left with, is to change the slope of the line.


MR. BUONAGURO:  I'm sorry, did we get an undertaking number?


MS. COCHRANE:  We did.  It was JT1.7.


MR. BUONAGURO:  Thanks.


I am moving to some questions specific to Fort Erie, in terms of non -- I think mostly non-cost allocation/rate design questions.


MR. BRADBURY:  It would be much appreciated.


MR. BUONAGURO:  I am going to turn up Exhibit -- this is from the Fort Erie application -- Exhibit 2, tab 3, schedule 1, appendix B.  And you see I have highlighted some sections.  The first one, you can confirm that the -- when the company's allocating IT costs to the three distribution utilities, the ratio is 24 percent to Fort Erie, 17 percent to Port Colborne, and 8 percent to Eastern Ontario Power, correct?


MR. HAWKES:  Excuse me, can you give me the tab reference again?


MR. BUONAGURO:  Sure, it's Exhibit 2, tab 3, schedule 1, and it's appendix B, page 1.


MR. HAWKES:  And the question was with respect to allocations?


MR. BUONAGURO:  Well, I am just -- I have highlighted here the allocations, and my understanding is that it is as it says, when you allocate IT costs --


MR. HAWKES:  Yes, that's based on the BDR report.


MR. BUONAGURO:  Okay.  And --


MR. KING:  Can I just interject there?


MR. BUONAGURO:  Sure.


MR. KING:  Those rates were actually changed in the subsequent interrogatory.  24/17/8, there was a subsequent change.


MR. HAWKES:  Yes, the first one, 24 is actually 29.


MR. KING:  Just so we are on record with the correct number.


MR. BUONAGURO:  Okay.  Thank you.  So Fort Erie is 29?


MR. KING:  Correct.


MR. BUONAGURO:  Okay.  And was that a change or just a mistake in the --


MR. HAWKES:  That was an error here in the evidence.


MR. BUONAGURO:  Okay.  So I am going to have to change my math here for a second.  Does that mean that -- so 54 percent of the total IT costs are allocated to distribution?


MR. KING:  Correct.  If that's what the numbers add up to there.


MR. BUONAGURO:  Okay.  So if we look at the -- you can see that I have highlighted the section on workstations.  Does that mean that 54 percent of the workstation -- total workstation costs are allocated to distribution?


MR. HAWKES:  Those are the workstations for distribution in those three locations.


MR. BUONAGURO:  So those are -- so that would mean that 100 percent of those are allocated -- 100 percent of those costs are allocated to the three distribution companies?


MR. HAWKES:  Correct.


MR. BUONAGURO:  Okay.  Thank you.  That helps.


Now, you talk here about the five-year life cycle in replacing these workstations.  Does that mean that about 18 workstations are replaced each year, assuming that the --


MR. HAWKES:  That would be approximately.  There is a bit of a cyclical fluctuation in that replacement schedule, because not everything is bought 20 percent per year.  That would be approximately right.


MR. BUONAGURO:  Right.  Okay.  Thank you.


And do you have a ballpark estimate as to average cost of a workstation to CNPI?


MR. HAWKES:  The average cost of a workstation is about 1,700.


MR. BUONAGURO:  Now, for -- on page 2 you talk about servers.  You say there are approximately 35 servers in a five-year life cycle as well?


MR. HAWKES:  Correct.


MR. BUONAGURO:  Is that the same?  It's 35 servers for the three distribution companies, as opposed to the company as a whole?


MR. HAWKES:  That's correct.


MR. BUONAGURO:  Okay.  Thank you.


And then using the same sort of logic based on the five-year life cycle, we are looking at about seven servers replaced each year?


MR. HAWKES:  That's correct.


MR. BUONAGURO:  Okay.  Are you able the say how many servers CNPI actually replaced in each year, for 2006 to 2009?


MR. HAWKES:  I don't have those numbers.


MR. BUONAGURO:  Is it numbers that you can get?


MR. HAWKES:  The actual number of servers replaced for which years?


MR. BUONAGURO:  2006 to 2009.  Well, I guess 2006 to 2008, and then forecast 2009.


MR. HAWKES:  Yes, I can get those.


MR. BUONAGURO:  Thank you.


MS. COCHRANE:  That will be Undertaking JT1.8.

UNDERTAKING NO. JT1.8:  TO PROVIDE THE NUMBER OF SERVERS REPLACED BY CNPI FOR 2006 TO 2008 AND FOR FORECAST 2009


MR. BRADBURY:  Can I respond?  I have the answer now to my undertaking.  You are right.  The numbers are reversed.


MR. BUONAGURO:  Okay.


MR. BRADBURY:  From 61.2 to 51.5.


MR. BUONAGURO:  I see.  So I will just get the cite so we know which one...


MR. BRADBURY:  It's Exhibit 9, tab 1, schedule 1, page 16 of 26.


MR. BUONAGURO:  Okay.  So instead of -- on the highlighted portion here, instead of 51.5 to 61.2, it should be 61.2 to 51.5?


MR. BRADBURY:  That is correct.


MR. BUONAGURO:  Thank you very much.


I should follow up on that, because since we are skipping -- you talked about the reasons for how your fixed variable split turned out, and I assume that you would include that as part of your interrogatory response, so I understand that you have confirmed that it's actually going down, in terms of how much is being recovered through the fixed charge.


And VECC 33(e), which I will pull up for you, we were asking about this, and you said:

"61.8 percent of this increase would be allocated to the fixed charge.  To compensate for this increase in the monthly-service-charge component of the distribution rates, it was necessary to change the allocation to fixed component to 51.5 percent."


And we were hoping you could expand on that.  I think you have, in talking about it earlier, except that we were confused as to whether it was supposed to be going up or supposed to be going down.  So I would probably give you -- I'd like to give you an opportunity to just summarize again why, in more detail than is here, why it is that you had to do that.


MR. BRADBURY:  Okay.  Well, in the rate design that we used, our starting point was the fixed variable splits from the 2006 EDR, which is why I am saying here under the Board -- under the 2006 Board-approved EDR, 61.8 percent of the increase, so the revenue requirement increase, because 61.8 percent comes from the fixed charge, and 61.8 percent will be allocated to fixed service charge.


So the manner in which the rate design model was worked, CNP knows what its average residential customer uses.  And I sort of use that as a focal point.


So in order to minimize the rate impact for that customer, our average customer, I believe we have the greatest number of residential customers, then I would have lowered my fix -- the fixed monthly charge from 60 -- say 62 percent of my revenue requirement down to 52 percent, and thus I would have minimized the rate impact for the -- let's say the smaller consumer.  Because, now, the fixed charge portion of his bill, since he is a low-volume user is reduced.

MR. BUONAGURO:  Okay.

MR. BRADBURY:  That's my thinking.

MR. BUONAGURO:  All right, thank you very much.  So I am trying to remember where you jumped in.

MR. BRADBURY:  Sorry, you had just finished servers.

MR. BUONAGURO:  I had just finished servers, yes thank you, you are right.  I had finished.

I am looking at Board Staff IR No. 12.  This interrogatory, I asked you about the vehicle replacement policy.  Part (b) of the response said that the subject vehicles are used to serve Fort Erie, Port Colborne and the transmission business units.  I just wanted to confirm that, maybe it is obvious, that none of the vehicle costs that are subject of this particular IR response are allocated to Eastern Ontario Power.

MR. SHEOGOBIND:  That is correct.

MR. BUONAGURO:  And then in part (d) of the response, you describe your vehicle replacement policy.   Can you indicate how long this policy has been in effect?

MR. SHEOGOBIND:  It has been in effect for several years.  I am not able to give a more specific answer at this point in time.

MR. BUONAGURO:  Okay.  Perhaps I was being too generic when I said it's a policy.  It's more, I guess more you are talking about what you do on an annual basis.

MR. SHEOGOBIND:  It's our process for assessing when we should replace vehicles.

MR. BUONAGURO:  Thank you.  I think I elevated it to a policy, and I think I was unfair so I wanted to make sure I didn't leave that impression.  Thank you.

I am looking at Board Staff No. 16.  I am starting to accelerate now, because these are discrete points.  And this is a table that shows your SAIDI, SAIFI, and CAIDI number and what we are looking for here is whether or not you can update to include your 2008 values.

MR. SHEOGOBIND:  Yes, we could go that.

MR. BUONAGURO:  Can we get an undertaking.  I am assuming you can't do it on the fly.

MR. SHEOGOBIND:  No.

MS. COCHRANE:  That would be undertaking JT1.9.
UNDERTAKING NO. JT1.9:  TO UPDATE SAIDI, SAIFI, and CAIDI NUMBERS TO INCLUDE 2008 VALUES

MR. BUONAGURO:  Now I am turning to OEB IR No. 4, attachment B, table 2, which is the Fort Erie version of the table.  This is very similar to the questions I asked about Port Colborne, I think the first thing I did today.

You were asked to prioritize material capital projects and you listed four projects here, two which were described as non-discretionary and two which were discretionary.  I just wanted to ask you to do a similar analysis for us in terms of why, the first two, the Gorham-Stevensville Road rebuild and the station 12 feeder rebuild, were designated as non-discretionary, and why the Dominion Road conversion and the station 12 underground cable replacement were characterized as discretionary.


MR. SHEOGOBIND:  Yes.  The first two projects described the Stevensville Road rebuild and station 12 feeder rebuild.  The condition of the assets were such that reliability was at great risk of being severely impacted, and as a result of that it was decided that these were non-discretionary programs.


The condition of the assets dictated that these projects would have to be carried out in 2009 in order to replace aging assets in order to provide an appropriate level of safety and reliability, whereas the other two projects that were described as discretionary, one of them is part of our voltage conversion program converting from 4.8 kV delta to 8.3 kV wye, so this is something that, you know, it's described as discretionary because it needs to be done as part of our overall 4.8 kV delta conversion program, but it's discretionary that the can of the assets is such that there is not a serious risk at the moment of failure.

And the same thing applies to the station 12 underground feeders.  We've identified that the components are aging and we want to be proactive in replacing those assets, but it's discretionary in the sense that they are not at risk of imminent failure.

MR. BUONAGURO:  Thank you.

Now, doing the same math I did for Port Colborne, I believe that with respect to your total capital budget these four projects account for about 21 percent of your spending.

MR. SHEOGOBIND:  21 percent?

MR. BUONAGURO:  Yes.

MR. SHEOGOBIND:  Yes.

MR. BUONAGURO:  Approximately, thank you.  Are there are portions of the remaining 79 percent capital budget that are considered non-discretionary.

MR. SHEOGOBIND:  Yes.

MR. BUONAGURO:  Again, I gave you a very tight definition of non-discretionary i.e., when we talked about Port Colborne, non-discretionary in the sense it has to be done in 2009.

MR. SHEOGOBIND:  Correct.

MR. BUONAGURO:  Can you give me a sense of how much -- what percentage of that remaining 80 percent is in that category and what the dollar value would be put on that.

MR. SHEOGOBIND:  I think I could take an undertaking to do that because I would have to look at the numbers.

MR. BUONAGURO:  Okay thank you.

MS. COCHRANE:  That will be Undertaking JT1.10.
UNDERTAKING NO. JT1.10:  TO PROVIDE percentAGE OF THAT REMAINING 80 percent IS IN THAT NON-DISCRETIONARY CATEGORY AND THE DOLLAR VALUE THAT WOULD BE PUT ON THAT

MR. BUONAGURO:  Now with respect to the two top priority – sorry, the priority ranking number one projects here.  They were scheduled to begin in February 2009 and April 2009 respectively, according to the table; correct?

MR. SHEOGOBIND:  That's correct, yes.

MR. BUONAGURO:  Could you provide a progress update of these projects.

MR. SHEOGOBIND:  Yes, certainly.  Project number one, the Stevensville Road rebuild did commence in February 2009 and is currently in progress.

The second project, station 12 feeder rebuild, we're expecting that will commence June the 1st, 2009.

MR. BUONAGURO:  Okay, thank you.  Okay I am turning to Fort Erie Exhibit 3, tab 3, schedule 1, page 1.

This is -- I am looking specifically at the table and this is a summary of the other distribution revenue offsets.  Perhaps you can confirm for me that the 2009 total is less than the 2007 -- or both the 2007 and 2008 actuals and the forecasted 2008 budget numbers.

MR. KING:  Correct.

MR. BUONAGURO:  Is the 2008 actual other revenue available?

MR. KING:  Year-end is completed, it is available in some sense.

MR. BUONAGURO:  Okay.  Can we get an update to the table, then, so that the 2008 bridge year will become -- I guess you can add actual or replace the bridge year forecast with actual.

MR. KING:  Sure.

MR. BUONAGURO:  Thank you.

MS. COCHRANE:  That will be undertaking JT1.11.
UNDERTAKING NO. JT1.11:  TO PROVIDE 2008 UPDATE TO FORT ERIE EXHIBIT 3, TAB 3, SCHEDULE 1, PAGE 1

MR. BUONAGURO:  And I have a specific question with respect to 4325, revenues for merchandise, jobbing, et cetera.

Can you explain why there are no revenues that were expected in 2008 or forecast in 2009 for those two, given that there were numbers in the previous two years, I guess?

MR. KING:  Yes, it's actually explained in the evidence.  Can I bring you to that?

MR. BUONAGURO:  Sure.


MR. KING:  There are too many tabs.

I apologize.  It must have been in one of the evidence, but it's not in the other evidence.

What exactly that is, we sometimes use jobs for third parties or whatnot.  This is -- the cost, as you see here, the cost pretty much matched the revenues.  So 4325 and 4330, costs associated with third-party jobs and revenues associated with third-party jobs.

So if you can see, in 2006 we lost money and in 2007 we made a little money.  So that's something we generally forecast.

Revenue 108, 109, in 2006, offset by costs of 111 --

MR. BUONAGURO:  Okay.

MR. KING:  Right?

MR. BUONAGURO:  Thank you for that.  I was having a little trouble with the brackets.  It was confusing me.

MR. KING:  Sorry, yes, this is negative.  I apologize.  I thought it said in our evidence that we do not forecast that, because it's -- we generally can't predict exactly what it is, and it's -- normally we offset each other.

MR. BUONAGURO:  So is a general proposition for that category you don't forecast it as a negative or positive balance?

MR. KING:  Correct.

MR. BUONAGURO:  But that doesn't mean that you don't - you may still do some.  You have --

MR. KING:  Inevitably we will do some.

MR. BUONAGURO:  But it sounds like you do it on a -- if you were to forecast it, you'd forecast the costs and the revenues to be roughly equal?

MR. KING:  Correct.

MR. BUONAGURO:  So you'd do it on a -- you are doing it for third parties on a cost basis?

MR. KING:  Yes.  And they would be -- just confirm the type of jobs it would relate to.  Yeah, it's directly related to the distribution business type of jobs, but it's nothing we, you know, we make a profit from.

MR. BUONAGURO:  Okay.


MR. QUESNELLE:  Mr. King, just to add to that and take this a little further.  I am not sure what the -- whether to turn my mind to the materiality of this, but the dollars may be a wash, but the activity would still offset other activities unless you are doing this with a third party, would it not?

MR. KING:  I should confirm the exact type of work it is -- it would be.


MR. QUESNELLE:  Depending on the --

MR. KILLEEN:  I'm looking at my operations folks here, if I can get some confirmation...

MR. QUESNELLE:  Just to make my point, depending on the magnitude of this, if there are -- even though they would -- you know, the costs and the revenues would nullify, if there was a significant amount that came into your activity requirements, you would then have to, you know, have your other planned work done by third party or do this work by third party.

MR. KING:  You are correct in that assumption.  You could have to push off work, but this is ongoing distribution-related work.

MR. QUESNELLE:  Okay.


MR. BUONAGURO:  Sorry, did you want to take an undertaking to clarify what actually -- what types of work go into that?

MR. KING:  If that's what you would like.

MR. BUONAGURO:  Yes.

MS. COCHRANE:  That will be Undertaking JT1.12.
UNDERTAKING NO. JT1.12:  TO CLARIFY THE DIFFERENT TYPES OF WORK

MR. TAYLOR:  Well, can I just interject for a sec?  Maybe it would be easier if the panel took five minutes just to discuss among themselves.  Is that the kind of thing that you would -- My goal is to limit the number of undertakings, so -- and along those lines as well, with respect to the previous one, JT1.11, that was updating this other distribution revenue offset table in regard to the 2008 for each year.

Can you just help me understand what the relevance of that would be, since it's not in the test year?

MR. BUONAGURO:  Well, because you're forecasting for 2009 a certain number, and it's based in part, I would presume, on the fact that the 2008 number has a certain value attached to it.  But if it turns out that you have under-forecast your 2008 figure, then there is a good chance that you may have under-forecast your 2009 figure.  So we are just testing to see how well you forecast your 2008 figure.

MR. KING:  The general comment on that, obviously we are into -- four months into 2009, so we have our 2008 results here, and so we are getting to a situation now where you are starting to, I won't call it cherry-pick, look for other income for 2008 or 2 -- the actuals, you are looking for areas where you think there is weaknesses, looking for stuff related to losses, you know.

MR. VLAHOS:  Mr. King, this is something that your counsel, I guess, will argue at the end of the proceeding whether -- how much weight this should be given by the Board, whether it's cherry-picking or not.


I guess what Mr. Buonaguro is after is, you know, how does the forecast relate to what you had actuals for 2008, is there -- was there a reasonable forecast in 2008?  He expects that the company has put some weight on 2008 results or the forecast, when you did your 2009 forecast, and I guess he is going after the robustness of the forecast for 2009.

And Mr. King, I am looking for you to raise concerns if you think the undertakings are, you know, if they are voluminous or they're...

MR. TAYLOR:  We will.


MR. VLAHOS:  Okay.


MR. TAYLOR:  I appreciate it.

MR. VLAHOS:  Or if they do take -- they would take some effort.


MR. BUONAGURO:  I think we find that a lot of them are being answered a few minutes later as people have a chance to think about it, so I am happy to take responses after the break, for example.

MR. KING:  My concern is just the 2008, because we get -- and I appreciate your comments.  I just want to -- for the same -- we got into operating expenses or anything along that lines.  The magnitude of interjecting those into the application is significant.  And I will leave it with that.


MR. BUONAGURO:  That's fine.  I think I already have the undertaking, so you were going to explain what categories were to go into that merchandise and jobbing, et cetera.  You wanted to explain that --

MR. KING:  I think Mr. Taylor suggests that we take five minutes and try to -- or a minute to just huddle and answer the question on that.  Is that what you had suggested?

MR. BUONAGURO:  I am happy to do that.  I'm just -- we could still give it an undertaking number, and we could refer to that when we bring the answer back.  I was assuming we could do it after the break, rather than stopping now.

MR. VLAHOS:  Yes, you don't need the answer now, so you can proceed.  So if the panel can visit that during the break, which will be in about ten minutes.


MR. BRADBURY:  Maybe I can answer it right now. Most of the revenues from merchandise and jobbing is when contractors, when they are doing an underground subdivision or something, they actually come in and buy our wire, because we have the underground service wire, and they are going to put it while they are doing their civil work, so they will come in.

Another example is, if we have an instrument metering situation and we want the meter outside, we specify a certain class cabinet and whatnot that's mounted on the building to house the meter and the metering equipment.

These cabinets are not readily available to the average electrician.  We buy them so many times.  We use them ourselves.  But what we do is, if a contractor -- say for instance Tim Hortons, building a new Tim Hortons, and he needs to install an outside meter cabinet for instrument transformers.  We will supply him with that meter, and we will -- he will come in and buy it.

So the small variance you see there in a lot of cases is the difference between -- any accumulated difference between the average price of our product, I think, that goes through our system and what the contractor or the customer will actually pay us for it.

Very little of this is labour-related.  This is more they come into our stores and they want to buy -- they want to buy -- underground is the one that's the big one, because when a contractor does a subdivision, he only wants to do the civil work once, so that's why when you drive by a partially developed underground, you'll see the wire come out of the ground, do a coil, and sealed.  That's the contractors come in ahead of time to purchase the wire from us, and that's where the majority of this revenue comes.  It's not labour-related as much as materials-related.

MR. BUONAGURO:  Okay.  Thank you.  I find that very helpful.

I would like to ask you some questions about the vegetation management costs for Fort Erie.  We have already done Port Colborne.  And this actually raised the issue I probably should have raised with Port Colborne.  Well, I will turn up the evidence.

Exhibit 4, tab 2, schedule 1, appendix B, page 4 for the Fort Erie application talks about vegetation management.  Here you specify that the vegetation management program is tendered to qualify competent contractors.

MR. BRADBURY:  Yes.

MR. BUONAGURO:  Is that on a company-by-company basis so Colborne does it themselves, Fort Erie does it themselves, Eastern Ontario Power does it themselves or is it done on joint basis?


MR. SHEOGOBIND:  Sort of a combination of both.  In the Niagara region, which would be Fort Erie and Port Colborne, typically we would go to the same contractors to get prices, but when they submit their prices we ask them to submit a price for Fort Erie and a price for Port Colborne, whereas Eastern Ontario Power is done on its own because of the geographic distance.

MR. BUONAGURO:  So it is proper, I think, to treat them as separate vegetation management programs for cost?  They're not a joint cost --

MR. SHEOGOBIND:  That is correct, yes, for the purposes of cost, they are totally separate.

MR. BUONAGURO:  Okay, thank you.  And Fort Erie, I think you mentioned here, is also on a three-year program just like Port Colborne?


MR. SHEOGOBIND:  Yes, all the CNPI territories are on a three-year program.

MR. BUONAGURO:  Now at Exhibit 4, tab 2, schedule 3, appendix A, page 3, you talk about the actual cost, and you indicate here that the vegetation program costs for Fort Erie are forecast to increase by $68,608 over 2008 levels; do you see that?

MR. SHEOGOBIND:  Yes, that's correct.

MR. VLAHOS:  Just for the record it is $68,608.

MR. BUONAGURO:  Yes, thank you.  Do you have an actual figure for the 2008 costs?

MR. SHEOGOBIND:  Not off the top of my head, but it was pretty close to forecast.

MR. BUONAGURO:  And based on your earlier -- our earlier conversation about how you tender it, that's a 100 percent third-party contract cost?


MR. SHEOGOBIND:  It's 100 percent, yes, with some slight exceptions where outage situations if our crews on the scene and a tree branch problem, they might do some pruning, but for the most part it is a third-party contract labour.

MR. BUONAGURO:  We a long conversation of why the spike in 2009 -–

MR. SHEOGOBIND:  Right.

MR. BUONAGURO:  -- for Port Colborne, is that the same answer for the Fort Erie or is there something different?

MR. SHEOGOBIND:  Not exactly.  It's something different in Fort Erie.  In Fort Erie, we have a couple of utility rights of way and we maintain the rights of way in terms of vegetation management on a cyclical basis.  So the cost you are seeing here, the 68,000 and change, it's -- we see that cost in 2009, but then we won't see it for another three years or so.

MR. BUONAGURO:  Okay.

MR. SHEOGOBIND:  So what we do is every so often, we'll have an intensification to address issues on the right of ways.

MR. BUONAGURO:  I see, that's useful then.  So the 68,000 or so increase for 2009 is a 2009 cost which you don't anticipate to occur in 2010, 2011 or 2012?

MR. SHEOGOBIND:  Yes, that would be correct.  And I guess I should elaborate, too, on the rights of way.  These are off-road rights of way.  In some cases like old subtransmission rights of way and railroad rights of way, so because of the fact that they are off-road, they do need special attention from time to time.

MR. BUONAGURO:  Okay.  Now many the context of -– well, maybe I am being presumptuous.  My assumption has been the companies would be applying for an IRM adjustment next year and the years follow.

MR. BRADBURY:  That's correct.

MR. BUONAGURO:  So in the case like this where you have a $68,000 2009 circulated cost, would it be more appropriate to divide it, I think it would be by four so that you would recover part of it in 2009, 2010, 2011 and 2012 over the course of the IRM.

MR. BRADBURY:  It is a 2009 cost nevertheless, it's the nature of our system.  Fort Erie is fairly vast geographically, and as we mentioned there are a number of off-road right of ways and they require attention.  It is expensive and there is a fair amount of set-up time because the normal contractor who drives along the road in a bucket truck and does our tree-trimming needs more specialized equipment to go off-road and travel the right of ways to do it.  So it's not something you want to do every year, but you need the address it on a cyclic basis so it happens to occur this year.

MR. BUONAGURO:  Okay.  So I want to make sure I understand, I think, your objection to my proposal.

MR. BRADBURY:  I am not objecting.

MR. BUONAGURO:  I understand not to overstate it, but your response to my proposal was that you are spending that $68,000 in 2009 therefore you should recover it in 2009.  Okay, thank you.  Perhaps that would be a good time to break.

MR. VLAHOS:  Yes, Mr. Buonaguro.  Any idea how long -- are you going to finish today?

MR. BUONAGURO:  I will finish today.

MR. VLAHOS:  You will.

MR. BUONAGURO:  I am guessing about another half hour, 45 minutes.  I have about a page and a half left on Fort Erie, and then I have the same length or so on Eastern Ontario Power, although I have crossed off some stuff because I have managed to double up on some of it.

MR. VLAHOS:  Mr. Faye, any notion how long you will need?

MR. FAYE:  Given what Mr. Buonaguro has covered, we think we will be under an hour.

MR. VLAHOS:  Ms. Cochrane, do you intend to ask questions today or wait for the end?

MS. COCHRANE:  Well, we did intend to go after the other intervenors, but at this rate I think that would be tomorrow, so if Mr. Faye wants to start today, time permitting after Mr. Buonaguro, then I can go on tomorrow.

MR. VLAHOS:  Okay.  Let's break for 15 minutes.

--- Recess taken at 2:58 p.m.

--- Upon resuming at 3:22 p.m.


MR. VLAHOS:  Mr. Buonaguro?

MR. BUONAGURO:  Thank you.

MR. TAYLOR:  Mr. Chair, I'm sorry to interrupt.  Before we start, I think that the panel wanted to make a correction to the record.  Go ahead.

MR. HAWKES:  That's correct.

MR. TAYLOR:  Go ahead.

MR. HAWKES:  Thank you.  I was asked a question regarding the IT budget, and I made a misstatement regarding the information in tab -- sorry, Exhibit 2, tab 3, schedule 1, appendix B.  The question was asked whether or not the budget, the capital budget, for hardware and software was only in respect of the distribution business, and that was incorrect.  What is correct is applying that 54 percent figure against those total amounts to arrive at the allocations for the distribution to service territories.

For example, an e-mail server, it's difficult to divide that up.  One server would be shared.  So those numbers need to have the allocations applied to them to break them down.

MR. BUONAGURO:  Okay.  Thank you.  So I have put that exhibit back on the monitor.  So, for example, the 90 workstations --

MR. HAWKES:  Yes.

MR. BUONAGURO:  -- would actual -- approx -- 54 percent of the costs related to those workstations are for the distribution?

MR. HAWKES:  That is correct.  All the figures that would appear in this IT projects is on an aggregate basis for Canadian Hydro Power, so to get to the service territory would be those allocations, the 29 percent, 17, and the 8 percent.

MR. BUONAGURO:  Okay.  Thank you.  That's helpful.

I am going to skip ahead to the Eastern Ontario Power vegetation management costs, just so they're stuck together with the Fort Erie costs, at least.  And I am going to pull up Exhibit -- from the Eastern Ontario Power application, Exhibit 4, tab 2, schedule 3, appendix A, page 2.  And this is a similar analysis, I guess, or similar evidence with respect to the costs, year over year, for vegetation management specific to Eastern Ontario Power.

So just to summarize, though, this is also -- like the other two, this is on a three-year cycle, correct?

MR. SHEOGOBIND:  Yes, that's correct.

MR. BUONAGURO:  And it's contracted just like the other ones?

MR. SHEOGOBIND:  Yes.

MR. BUONAGURO:  And in this case we are looking at an increase of -- well, an increase relative to 2006 to 2007, and the increase was from 41,000 to about 74,000, and then from 2007 to 2009 it goes up to 86,000?  Am I reading that correctly?

MR. SHEOGOBIND:  Yes, that's correct.

MR. BUONAGURO:  So can you explain why there was such a significant increase between 2006 and 2007?

MR. SHEOGOBIND:  No, I would have to take that as an undertaking to get that information, because I would need to talk to my operations manager in EOP.

MR. BUONAGURO:  Okay.  I will take that undertaking.

MS. COCHRANE:  That will be JT1.13.
UNDERTAKING NO. JT1.13:  TO EXPLAIN WHY THE SIGNIFICANT INCREASE BETWEEN 2006 AND 2007 AND BETWEEN 2007 AND 2009

MR. BUONAGURO:  And perhaps we can add the fact, is there anywhere in the evidence the forecast of 2008 number?  Because it seems to be missing here.

MR. SHEOGOBIND:  Yes, that would be in evidence.  I think this particular section was talking about significant variances from year to year.

MR. BUONAGURO:  Okay.  So maybe the -- the undertaking is already talking about the increase from 2006 to 2007.  Perhaps you could also -- well, maybe you can talk about, without the undertaking, the increase from 2007 to 2009.  Is there any significant one-time increase for 2009 that we're talking about, in the same way they were talking about Fort Erie?

MR. SHEOGOBIND:  Okay.  We will --

MR. BUONAGURO:  As part of the undertaking?  That's fine.

MR. SHEOGOBIND:  Yes.

MR. BUONAGURO:  Okay.  Thank you.

And going back to Fort Erie, I have a few more -- actually, one more quick area.  I am turning up Board staff IR No. 52(c).  And this is a table that summarizes the cost of contracted services over 10,000 and identifies the year in which the tendering process was used to obtain the contract.

So what we were interested in, and I've highlighted here, is what would be account number 5675, service centre maintenance.  And this shows an aggregate amount of $117,600 for contracted services.  And then the note talks about the fact that that's a combination of services from approximately 20 different suppliers.

Just two questions:  Can you tell me what type of services that represents?

MR. KING:  Snow-clearing, lawn-cutting, an elevator with two storeys, an elevator, garage maintenance -- the garage-door maintenance, you know, janitorial services.

MR. BUONAGURO:  Okay.  And can you tell me what -- under "year tendered", you have "not applicable".  Is that a yearly cost or is it -- you have used -- I am trying to figure out -- you have got 20 different suppliers.  Are you -- have you used 20 different suppliers over the course of a number of years?

MR. KING:  No, that's the yearly cost.

MR. BUONAGURO:  Okay.  So there's approximately 20 service providers providing 20 different services in a year, something like that?

MR. KING:  Yes.

MR. BUONAGURO:  Okay.  Is there a case for doing some of those services in-house to reduce costs?  Because it seems like you're -- perhaps I am being unfair, but you are spreading over 20 different contractors' services for the building?  It just seemed to be an opportunity to aggregate those costs.

MR. KING:  It really depends on what supplies.  I would suggest to say it would be cheaper to contract it out.  We have some more flexibility.  You don't have people working double-overtime cutting grass, you know, you have -- it gives you much more flexibility.  You can -- to, you know, change contracts and tender it on a regular basis.  You know, some of it is specialized work, fixing the garage door, fixing the elevator, so it really depends.

MR. BUONAGURO:  Thank you.

So moving on to Eastern Ontario Power proper now.  And I am going to start with -- from the Eastern Ontario Power application, Exhibit 2, tab 1, schedule 1, appendix B, page 2.  And I just have to find it...  Oh, sorry, yes, Exhibit 2, tab 1, schedule 1, appendix B, page 2.

And here you have summarized the SAIFI and SAIDI data for 2005 to 2007, correct?

MR. SHEOGOBIND:  Yes, that's correct.

MR. BUONAGURO:  And then in Board staff IR No. 9, you provided corrected SAIFI and SAIDI data for 2007, and I'll go to that here.

So these are corrected values, correct?

MR. SHEOGOBIND:  Yes, that would be correct.

MR. BUONAGURO:  Okay.  And then at -- that's at part (b), and then at part (d) you show the averages for 2005 to 2007.  I will just show that briefly.

So these are the averages over that same period, 2005 to 2007?

MR. SHEOGOBIND:  That is correct, yes.

MR. BUONAGURO:  Okay.  Now, in VECC Interrogatory No. 7 -- and I won't pull that up.  I'll just read the quote -- you stated that:

"...barring any natural disasters or catastrophic system failures, CNPI expects to improve on the three-year averages for SAIFI and SAIDI in 2008 and 2009."

Are there any firm annual targets for SAIFI and SAIDI for 2008 or 2009?

MR. SHEOGOBIND:  We set targets at the corporate level as, you know, Fortis Ontario, but as yet we have not set targets for the individual territories.

MR. BUONAGURO:  Okay.  And actually, I am going to bring you to an exhibit from an interrogatory -- I think it's an interrogatory response.  No, no -- yes, interrogatory response, which, I have seen those corporate targets, but for the company vis-à-vis, I guess, the Board, you don't have stated targets?  Or we would just call it the corporate targets?  What would be the difference?

MR. SHEOGOBIND:  The corporate target is an aggregate target for all the territories combined.

MR. BUONAGURO:  I see.

MR. SHEOGOBIND:  But as I said earlier, as yet we haven't gotten down to a more microscopic level where we set individual targets for, say, Fort Erie and a target for Port Colborne, and a target for EOP.



MR. BUONAGURO:  Okay thank you, I understand that.  Do you have any -- all the data that you have shown here is for -- ends in 2007.  Do you have 2008 data available?

MR. SHEOGOBIND:  Yes we can undertake to provide that data.

MR. BUONAGURO:  Okay.

MS. COCHRANE:  That will be Undertaking JT1.14.
UNDERTAKING JT1.14:  TO PROVIDE 2008 TARGET DATA


MR. BUONAGURO:  Now, is there -- I referred to an IR response talking about natural disaster or catastrophic system failures.  Did you have any of those occurrences affecting SAIFI or SAIDI in 2008?


MR. SHEOGOBIND:  Fortunately, no.

MR. BUONAGURO:  Okay, good.  Now going back to the application at Exhibit 2, tab 1, schedule 1, appendix B, page 2, I have highlighted the bottom here, it talks about the fact that the Gananoque system will be hooked up to SCADA.

MR. SHEOGOBIND:  Yes, specifically the main substation in Gananoque.

MR. BUONAGURO:  And that's expected to facilitate speedier outage response.

MR. SHEOGOBIND:  Yes.

MR. BUONAGURO:  Do you have an estimate of how your SAIDI will improve as a result of introducing the SCADA system to the Eastern Ontario Power system?


MR. SHEOGOBIND:  It's difficult to quantify that.  Instinctively you know that because of the fact you are looking at real-time data that you are going to see improvements.  As a result, you know, you are immediately aware of system problems and then you can also operate devices remotely and save on people actually having to go into the field and operate those devices.

But so instinctively you know that there are going to be improvements to your outage response, but it's difficult to put an exact quantitative figure to it.

MR. BUONAGURO:  Okay.  Now I am actually going to refer quickly to the corporate targets that you referred to.  This is SEC IR No. 13, attachment A.  This is an example of -- would this be an example of the corporate targets you are talking about?

MR. SHEOGOBIND:  Yes.  If you look at the last two rows, you would see the corporate target for SAIDI of two-and-a-half hours and for SAIFI of two occurrences per year.

MR. BUONAGURO:  Okay.  In this context, these are the aggregate targets for all three distribution systems.

MR. SHEOGOBIND:  Actually, it would be the three distribution systems and also Cornwall Electric.

MR. BUONAGURO:  Oh, okay.  And we noticed that under the measure you are using for 2009 corporate short-term incentive plan targets you are using the average between 2005 to 2007; you see that?

MR. SHEOGOBIND:  Yes.  Basically that's how we come up with the reliability targets as we look at the average performance over the last several years, and we define what an appropriate level of reliability should be for the corporation.

MR. BUONAGURO:  So can you explain why that wouldn't be based or this target wouldn't be based on the 2008 -- 2008 isn't factored in here; correct?

MR. SHEOGOBIND:  No, it's not.  At the time these targets were set, we didn't have 2008 data.

MR. BUONAGURO:  So is that how it always works, you are always a year behind in interprets of the average?

MR. SHEOGOBIND:  Yes.

MR. BUONAGURO:  Okay, thank you.  I am going to turn to Exhibit 3, tab 3, schedule 1, page 1.  This is similar to the Fort Erie table I took you to earlier.  This is the same table for the other distribution revenue offsets for Eastern Ontario Power.

Now, looking at the actuals for 2006 to 2009, the number bounces up and down:  192,000 for 2006; 139,000 for 2007; 195,000 for 2008; and then back, a forecast of 135,000 forecast for 2009; you see that?

Would it be fair to say that the main driver for these fluctuations is due to the variances is in the merchandise jobbing et cetera category that we were talking about earlier?

MR. KING:  Correct.

MR. BUONAGURO:  Now, at Exhibit 3, tab 3, schedule 3, page 2, so the page over talks about -- I will just read I will just summarize it, it talks about the legacy agreement between the town and the utility with respect to the streetlight maintenance and the fact it has lapsed or is no longer in effect; is that correct?

MR. KING:  Correct.

MR. BUONAGURO:  This resulted in about $66,000 in revenue foregone by the utility in 2009 as compared to 2008?

MR. KING:  Yes.

MR. BUONAGURO:  That's reflected in 4325, the same category we have been talking about.

MR. KING:  Yes.

MR. BUONAGURO:  Can you talk about how that agreement came to an end was it a mutual understanding or perhaps you can give us some colour for that.

MR. KING:  I should be up front, I don't know the whole history there, as part of the legacy when we -- so as part of the legacy with Gananoque Power Distribution Corporation, we took over some streetlight maintenance we were doing for the town of Gananoque.

As you are aware, we are not allowed to be in the streetlight business, so we thought to get out of that business and we ended up coming up with arrangements that we would stop doing their streetlight work and we had some costs associated with that as well so that's why the revenue was not in the other distribution revenue in 2009.

MR. BUONAGURO:  I am sorry, I actually wasn't aware specifically that you weren't allowed to do that kind of work anymore.  Is that a regulatory requirement?

MR. TAYLOR:  I think that comes from a bulletin from the chief compliance officer.  It was an interpretation of section 71 of the OEB Act, what kind of activities LDCs are allowed to engage in.  Some LDCs have followed that interpretation bulletin and stopped performing streetlight service work.

MR. KING:  Irrespective, we prefer not to be in the streetlighting business.

MR. BUONAGURO:  Regardless of the compliance directive?

MR. KING:  Yes.  So we are no longer in the streetlighting business in Gananoque.

MR. BUONAGURO:  Well, so that suggested this are places where you are still in the business of the streetlight maintenance.

MR. KING:  I believe we filed with you an auxiliary agreement, part of the master implementation agreement for Port Colborne whereby we pass through costs which are done by a third party to do streetlight work in Port Colborne.  So a third-party contractor does the work and we sort of just coordinate it.  We don't do the work as such.

MR. BUONAGURO:  I see.  Thank you for that.

Now, having terminated those services between 2008 and 2009, as I understand it, did that generate cost savings to the utility since you are no longer providing the service?

MR. KING:  Yes.

MR. BUONAGURO:  And are we able to see the effect of that cost saving in the application specifically?

MR. KING:  Both were forecast, the reduction in the labour and reduction in the operating expense.  So they are in the operating expenses for, the reduction in operating expenses associated with not doing the streetlight works would be in the 2009 forecast.

MR. BUONAGURO:  Okay.  Sorry if it is in there, but is there a specific description of the fact that OM&A has gone down in this category specifically because we're no longer doing the service, or is it more of a generic -- the forecast was built around the assumption that we're not doing that work?

MR. BRADBURY:  I'm not sure whether we specifically described that, but certainly that is the case.

MR. BUONAGURO:  Okay.  Thank you.

And -- okay.  I have in writing here a bunch of questions about merchandise and jobbing, but I think we have had those fully answered already with respect to Fort Erie.  I am assuming that it's basically the same situation.

MR. BRADBURY:  It's the same type of thing.

MR. BUONAGURO:  Okay.  Thank you.

I only have one question left, and it actually -- it's just a clarification.  At the bottom of this page here you're talking about, under the note, it says:

"Short-term incentive payments relating to these targets have been excluded from CNPI's 2009 EDR."

Does that mean exactly what it looks like it means, which is that short-term incentive payments don't make up any part of the revenue requirement?

MR. HAWKES:  No, what that means is that those targets related to shareholder benefits -- namely, EBIT and ROE -- have been excluded from the application, which represent approximately 35 percent -- represents 35 percent of the corporate STI targets.

MR. KING:  Is it a footnote there?  There's a reference in the -- under "measure"?

MR. HAWKES:  And it was in the supplementary too.

MR. KING:  See it?

MR. BUONAGURO:  Sorry, on this --

MR. KING:  No, the schedule you just had up.

MR. BUONAGURO:  Yes, I see this here.

MR. KING:  And you go up to -- see a "measure" column?

MR. BUONAGURO:  Oh, I see.

MR. KING:  You see the reference, footnote 1?

MR. BUONAGURO:  Yes.

MR. KING:  Footnote 1.

MR. BUONAGURO:  Those particular short-term incentive payments are excluded from --

MR. KING:  By the shareholder --

MR. BUONAGURO:  I see.

MR. KING:  -- as opposed to the ratepayer.

MR. HAWKES:  In evidence in the supplementary there is a comprehensive discussion about that treatment in Interrogatory No. 37.

MR. BUONAGURO:  Okay.

MR. HAWKES:  In the supplemental.

MR. BUONAGURO:  All right.  Thank you.  Those are my questions.

MR. VLAHOS:  Thank you, Mr. Buonaguro.

Mr. Faye?
Cross-Examination by Mr. Faye:


MR. FAYE:  Thank you, Mr. Chair.  Panel, my name is Peter Faye.  I am counsel for Energy Probe.  And I think I should be able to finish today, so we won't -- although that doesn't maybe matter to you.

I would like to just start with a couple of clarification questions on some of the material that Mr. Buonaguro covered and some of the material that you handed out this morning.

And if you would look at this green form of Exhibit 4, tab 1, schedule 1.  This was your restated regulatory costs. I have just a simple question about this.  At the very bottom of the chart you have indicated a one-third claim in the 2009 test year, and I wonder whether that ought to be a one-quarter.  Is it not over a four-year time period, this --

MR. KING:  No, as we have already stated in our evidence and interrogatory enquiries, we expect to come back in 2012, because that's when the Port Colborne lease expires.

MR. FAYE:  So you will be cost of service and then an IRM, but not for an additional two years, just one year.

MR. KING:  Mm-hmm.

MR. FAYE:  Okay.  Thank you.

MR. VLAHOS:  Sorry, Mr. King, what about the other two systems?

MR. KING:  We would expect to come in with three of them at the same time, and if indeed we exercise our option, we would look at that point to harmonize Port Colborne.

MR. VLAHOS:  All right.  Thank you.

MR. QUESNELLE:  Just to be clear, Mr. Faye, you are saying cost of service and one year.  I think it would be cost of service and two years prior to the next application.

MR. FAYE:  Yes, sorry, that is correct, Mr. Quesnelle.

MR. KING:  Yes, and 11 and 12 with new rates.

MR. FAYE:  On the follow-up to Mr. Buonaguro's questions, Exhibit E2, tab 3, schedule 3 -- there may be a page reference here too, but I didn't jot it down.  This had to do with the allocation of admin costs to capital projects.  And I think I heard you say that this isn't done on a blanket 10 percent, for instance, across all capital projects, but is more related to individual projects.  Did I get that right?

MR. KING:  No, no.  The costs that are -- the capitalized overhead, as you will, are charged to one account within each franchise area, and then those costs are spread over the balance of the capital projects that happened that year in that capital area, in that franchise area, based upon dollar-weighting.

MR. FAYE:  Okay.  So it is flat formula.  HR, for instance, doesn't collect its individual costs for project A and -- it is like a 10 percent levy sort of formula.

MR. KING:  Well, using HR as an example, if 10 percent or 20 percent or whatever of HR went over to get capitalized as capitalized overhead, that -- bring it in dollars -- $20,000 would be spread amongst the capital projects.

MR. FAYE:  Okay.  Then I am back to my original question.  It does sound like the amount of HR that does get capitalized can vary.  It isn't a set percentage each year?

MR. KING:  Correct.

MR. FAYE:  On what basis -- how do you calculate how much time HR ought to have capitalized and how much should be expensed?

MR. KING:  It follows the operating folks, so the amount of time they would spend on capital versus operating.  So the breakout of the T&D operations and the customer service operations would be split between operating the capital and our back office, because they -- in the case -- HR would be a great example.  They are there to support all the operations, be it capital or operating, and those costs would follow whatever the costs or operations in customer service plans.

MR. FAYE:  I am just trying to think of the principle behind that.  Is it that because of fluctuations in capital and operating, you might disproportionately burden one or the other, depending upon how much was spent in one year, if you just had a flat percentage?

MR. KING:  If I had a flat percentage?

MR. FAYE:  Well, I am more accustomed to seeing a corporate overhead applied to a capital work order -- for instance, let's say it's 15 percent of the capital work order value.

MR. KING:  Okay.

MR. FAYE:  And that applies irrespective of how many capital work orders you might have in a year.  One year you might have one, another year you might have ten.  But 15 percent of your overhead costs gets capitalized and 85 gets expensed.  Is that what you do, or have I still got it a little confused?

MR. KING:  It works out to be that at the end of the day.  But we would take our general and admin costs, the total, and then we would take our operations and customer service costs in total, and we look at the allocation of those costs between the capital and operating, and some of our -- not all, but some of our general admin costs would get allocated to capital based upon the allocation of T&D and customer service, almost a full costing type methodology, as opposed to incremental type costing methodology.

MR. FAYE:  Okay.  I understand that.  Thank you.

MR. QUESNELLE:  Can I just for the record then, Mr. Faye -- excuse me for interrupting -- but the section that Mr. Buonaguro has highlighted here that Mr. Faye is referring to, does it read proper?  Like, in the first sentence of the highlighted area, talking about "general administration overhead will be applied to capital on an aggregate basis, based on estimates of time on capital-related activities by the" -- should that be "operational departments"?

MR. KING:  Yes, I think it should be, you know.

MR. FAYE:  If you could turn up this handout here, which is K.5.  This morning -- I just have one or two questions about that.  I think maybe I misunderstand the intent of the document.  But if you could turn to page 9.

And this chart here in the middle of the page appears to be taking out some costs that might previously have been in there as OM&A costs, and I wonder if I have the reason for that correctly.  Is that to show your progressive improvement in OM&A, or is it to net out something that other utilities don't have in there so that you can compare more appropriately to them.

MR. KING:  The latter.

MR. FAYE:  The latter.  Then I wonder about the rental of the service centre.  Don't most utilities have rental accommodations, service centres, reporting centres, and - that's question A and B - don't they charge them to OM&A?

MR. KING:  I would expect that most mid-sized LDCs would own their own service centres.

MR. FAYE:  And --

MR. KING:  I can't be factual.

MR. FAYE:  Do you know that for a fact or you are speculating?

MR. KING:  I can't be factual on that.

MR. FAYE:  I think in my experience most LDCs of just about any size have rental accommodations for one purpose or another.

MR. KING:  Most I have discussed with are the latter, actually own their own service centres.

MR. FAYE:  The first item in that list, the early retirement program, I think I have that wrong as well.  I think you said that was paid for by the shareholder.

MR. KING:  Correct.

MR. FAYE:  Why would that it be in OM&A if it was off-your-books transaction paid for by shareholder, why does it appear in OM&A?

MR. KING:  I don't understand your question.  Just because it's an OM&A cost doesn't mean it can't be paid for by the shareholder.

MR. FAYE:  In what way has it been paid for?  If it was included in OM&A, has it not been recovered in your rates?

MR. KING:  Well, I guess the question is:  Is it in rates?

MR. FAYE:  I am asking you.

MR. KING:  No.  No, it couldn't be in rates if my rates are based on 2004 costs and it wasn't in my 2004 costs.

MR. FAYE:  Okay.  And so you are saying now this $482,000 is being extracted?  You are not trying to recover that in this application.

MR. KING:  We haven't applied to recover that at all.  Certainly the rate payers have received the benefit of that but we haven't tried to recover any of the exact cost of that.

MR. FAYE:  Okay, thanks for that.

Mr. Buonaguro asked you some questions about a capital project listing, I haven't got the citation except that it's his citation 43.  I wonder if I could prevail on him to pull that one up.  Yes, thank you. I am interested in the projects two and three – sorry, three and four.  These were the discretionary projects.  And they involve voltage conversion and replacing some underground cables.  And again, I think I heard you say that they were discretionary but you were trying to get ahead of the curve, so to speak, and replacing deteriorating plant because of its age.  Did I get that fairly accurately?

MR. SHEOGOBIND:  Yes, that's accurate.  We are trying to be proactive with our replacement programs because our philosophy is we don't want things to get to the point where everything becomes non-discretionary and it becomes super critical and must be replaced.

MR. FAYE:  So distinguishing between when something is discretionary and when it becomes non-discretionary, is it fair to say it becomes non-discretionary when you begin to have real trouble with it.

MR. SHEOGOBIND:  I think for the purposes of the information that was provided in this table, we use non-discretionary to mean something that absolutely had to be done in test year '09, whereas discretionary is something that we are saying it doesn't absolutely have to be done for reliability or safety purposes.  But nonetheless, we feel that as part of good utility practice to, on an ongoing basis, make these investments in your system.

MR. FAYE:  It sounds to me that age is the primary criteria you are using here; is that right?

MR. SHEOGOBIND:  In much of the systems in Fort Erie, yes, age is a criteria.

MR. FAYE:  Not a matter of having conducted testing on cables to see if they are near the end of their useful life or filled with water or whatever else may happen with cables, you use age as a proxy for condition.

MR. SHEOGOBIND:  That is correct.

MR. FAYE:  Do you conduct any system investigative testing prior to making a decision to replace it?

MR. SHEOGOBIND:  In these cases, no.

MR. FAYE:  And how old are the cables you are replacing?

MR. SHEOGOBIND:  The cables at station 12 are over 30 years old.

MR. FAYE:  And their construction is...

MR. SHEOGOBIND:  It's aerial-type cable.

MR. FAYE:  Aerial?  It's underground.

MR. SHEOGOBIND:  Sorry, I am looking at the wrong project.  These are underground cables, yes.

MR. FAYE:  This is station 12 underground cable replacement, and what kind of cable is that that's in the ground now?

MR. SHEOGOBIND:  It's cross-link cable.

MR. FAYE:  Concentric neutral?

MR. SHEOGOBIND:  Yes.

MR. FAYE:  And polyethylene sheathe?

MR. SHEOGOBIND:  Yes.

MR. FAYE:  How old is it?

MR. SHEOGOBIND:  It's over 30 years old.

MR. FAYE:   Over 30.  And have you had any incidents with that cable to indicate it's near the end of its useful life?

MR. SHEOGOBIND:   Not on these cables specifically but we have had cables in other areas of our system failing, like in our underground subdivisions, for example.

Mr. Bradbury is reminding me that this is part of an ongoing replacement program for the feeder cables at station 12, and there were failures several years ago back in 2001, 2002 when some of the cables were replaced.

The challenge at station 12 is because of the manner in which the cables are run through the manholes, we couldn't replace them all at the same time so it became a staged replacement program.

I hear your point about testing, and certainly that's beneficial in many cases.  I think in this instance, because of the fact that there has been a history on the cables and also because you can open up the manholes and visibly see the deterioration on the cables, it's evident to us that a proactive replacement is in order.

MR. FAYE:  Okay, can I take it as a general principle that the way you make your capital replacement decisions is primarily on the basis of how long you think the thing should last rather than on how it has been performing or do you monitor other criteria?

MR. SHEOGOBIND:  A combination of both.  We do look at things that have failed in the past and we also look at the age of the cable, and on the basis of visual inspections to, I guess, assess the condition of the assets.

MR. FAYE:  Okay, thank you.

Turning to my prepared cross-examination, this is largely going to be focussing on Energy Probe interrogatories, so if you can turn up Interrogatory No. 3.

Sorry, just for the purposes of getting the right one up here, this is IR 3 on Eastern Ontario Power application.  And in the reference, it's Exhibit 2, tab 1, schedule 1, appendix A, so that will get you to the right one.

This exhibit that I have just mentioned talks about your system in Gananoque, and what I take to be your main feeders coming out of main distribution station I think it's actually called "main."

MR. SHEOGOBIND:  Yes, it is.

MR. FAYE:  And a couple of feeders go downtown, from what I can grasp of the system.  And those downtown feeds appear to be separated into two separate lines, one called the west side line and one called the eastside line; is that right?

MR. SHEOGOBIND:  That's correct, yes.

MR. FAYE:  When they get downtown, they feed two separate substations, the Herbert station, I believe.

MR. SHEOGOBIND:  Herbert and Gananoque substations, yes.

MR. FAYE:  Am I correct in assuming that both feeders feed both stations?

MR. SHEOGOBIND:  They -- the feeders are configured in a Loop, so I guess if you look at it, they both emanate from the main substation.  And then we run the system in a loop from the main substation to pick up the Gananoque and Herbert Street stations.

So in fact, when you look at Herbert Sreet station, for example, there is a 26 kV feed coming in and a 26 feed going out, so in that sense it's a loop system.

MR. FAYE:  And similarly on the Gananoque station?

MR. SHEOGOBIND:  Yes.

MR. FAYE:  And then there would be a switch between those two stations, so that if you dropped one feeder you could close that switch, open your switch at the front of that station and feed through.

MR. SHEOGOBIND:  Yes.

MR. FAYE:  So both stations can be picked up from either one of those legs?


MR. SHEOGOBIND:  The issue -- in theory, yes, but the issue that we were talking to in this interrogatory was the fact that one side of the loop was undersized.

MR. FAYE:  Exactly, yes, and that's where I am going next.  But I just wanted to confirm that the reason it is undersized is that it's capable -- each leg has to be capable of picking up both of those stations.

MR. SHEOGOBIND:  Yes, you are correct.

MR. FAYE:  Now, do those legs serve any other load before those stations?

MR. SHEOGOBIND:  Yes, there are also other loads on those legs.

MR. FAYE:  And do they go further than the Herbert and Gananoque stations and feed some load downstream of that?

MR. SHEOGOBIND:  Sorry, I am just trying to find the diagram here.

I guess, to answer your question, the answer would be "yes", because the west line also feeds out of the Gananoque station, so that loop that we are referring to would pick up the load, I guess the 4 kV load served by both stations, but it also would have to serve the load, the 26 kV load, on the west line.

MR. FAYE:  And just for clarity's sake, the west line is not the west sideline that we were just speaking of, it's a different line entirely, right?

MR. SHEOGOBIND:  Correct.  Yes, that's right.

MR. FAYE:  Okay.  So if I can take you, then, back to the interrogatory.  The response to our question about why the east side of that loop needed to be rebuilt, your response was that the peak load was 14 megawatts, and that at that voltage translates into 340 amps, and that the conductor on the east-side loop wasn't big enough to carry 340 amps.

MR. SHEOGOBIND:  Correct.

MR. FAYE:  When I look at our Interrogatory No. 1, the forecasted load for summer is 11,000 -- or 11 megawatts, and I wonder if that east side with that conductor on it, it may not be capable of carrying 14 megawatts, but is it capable of carrying the 11 that's predicted in 2009?

MR. SHEOGOBIND:  I think the -- we have talked about it in our application, the fact that -- the load reductions we have seen in Gananoque and the loss of customers, but I think our -- you know, looking down the road, we want to have a system that has the capacity and is secure enough to serve a load which could materialize in the system in future.

And while we are seeing a downturn in Gananoque resulting in a load reduction, we could very well see that load returning in a couple of years.

MR. FAYE:  Can I take that to mean that it will carry 11 megawatts?

MR. SHEOGOBIND:  I'd have to do a quick calculation.  I mean, it's 270 amps, so would that calculate to 11 megawatts?  Can I pull out my calculator?

MR. FAYE:  Sure.

MR. SHEOGOBIND:  It would just about carry 11 megawatts.

MR. FAYE:  Okay.  So I guess the point I am trying to get to here is, if you had to postpone some capital, this is one that, you know, you don't press this line into service to carry the full 11 megawatts unless something happens on the other line.

So you first have to have a contingency, and then you need this thing to perform until the contingency is over or the line repaired.  So, you know, there is some probabilities here of a rare event, and your line pretty much almost will carry it, and do you really need to do this job now.  I agree with you that if you go back up to 14 megawatts, you need to do it, but if you had to postpone something, this could be a project you could postpone, couldn't you?

MR. SHEOGOBIND:  I think it's possible that -- you know, any project could be postponed, and as you say, you'd have to look at the risks and the downsides to postponing a project.

I think the concern we would have is that, you know, you could see load returning on to the system, and while, yes, we are talking about risks and the probability of things occurring, when things occur and customers are without power, they do tend to not be very happy about it.  And as a utility, like I said, we want to be able to serve our customers and provide them with an adequate level of reliability, which is the reason that we've identified these projects as projects that should be undertaken.

MR. FAYE:  Okay.  This is the only other thing I will ask you to just consider is, in another one of our IRs -- I believe it's IR No. 5 -- the actual load in the downtown core is only 9.5 megawatts, right?

MR. SHEOGOBIND:  That is correct, yes, the load served by Gananoque and Herbert Street stations.

MR. FAYE:  And so this loop could easily carry that, but you do have some upstream and some downstream load that's also exposed that makes up the extra --

MR. SHEOGOBIND:  That's right.

MR. FAYE:  All right.  Thank you.

On the west side of that loop we asked you about the number 2 copper conductor that was undersized, about 800 metres of it, and your response was that that was an error, that the conductor is not number 2 copper at all, it's 266 ACSR, and so that side of the loop is capable of carrying the entire load, right?

MR. SHEOGOBIND:  Yes, that is correct.  That was an incorrect statement in the application, and we apologize for that.

MR. FAYE:  Was there any money in your capital budget to replace that 800 metres that was in here in error?  Did that error get carried through into your capital budget and some money get budgeted for that?

MR. SHEOGOBIND:  No, it wasn't.  That was strictly an error at the time the evidence was being written, but it did not carry through into capital forecast.

MR. FAYE:  I would like to go to Part C of our IR No. 3.  And this is the north line.  And as I envision this, there is this main substation.  We have talked about the double circuit line, what, two separate circuit line coming downtown, another piece of it going off, and it's called the west line.  It serves something.  And then out of the main station separately is this thing called the north line.

And could you describe where that north line goes?

MR. SHEOGOBIND:  This north line -- and the reason it's called the north line is because it travels more or less due north out of the main substation -- basically goes off-road and cross-country.  And it supplies three embedded hydroelectric generating plants, which feed into the line, and there also are a few other customers supplied from the north line.

MR. FAYE:  In your response to our question of part (c), you mention that on page 2 of the IR response:
"The subsequent establishment of EOP service territory limiting customer expansion north to the 401 further limits opportunity for a customer connection to this north line."


Do I understand that correctly to mean that you don't have any customers north of the 401?

MR. SHEOGOBIND:  No, there are customers north of the 401 on the north line.

MR. FAYE:  Are they the generating stations?

MR. SHEOGOBIND:  They are the three generating stations and there is also three other customers on the line.

MR. FAYE:  Okay.  But you're limited to no more north of the 401; is that what that means?

MR. BRADBURY:  In our distribution licence when we settled all -- you weren't allowed long-term load transfers in Gananoque -- but if you are familiar with the geography down there, the area is intertwined between Hydro One Utilities, Eastern Ontario Power and Kingston Utilities, and the geographical area really weave -- our customers weave in and out of each other.

So some time ago, I think it was a Board initiative, we met with Hydro One and we spent considerable amount of time identify all the customers who had facilities where, who could best feed the customers, and we actually, if you were to look at our distribution licence for Gananoque, you would actually see it's divided by lot concession, house number, it's a jigsaw puzzle.

So the areas we serve and only we have access to, we continue to serve.  There were areas identify along the roads that if someone develops here, CNP serves them.  If they develop on the other side of the road, Hydro One will serve them.

So there is no -- when you travel Gananoque from Gananoque to Kingston and north to the generating plants and along the Rideau Canal there is no geographical separation of customers.  It's a "You have now passed into Hydro One service territory."  It is a function of where the lines weave through the Rideau Canal, and the line that is closest to the customer serves the customer.

It's a very entangled situation and if you looked at the appendix in our distribution licence --

MR. FAYE:  I couldn't make head nor tail of it.

MR. BRADBURY:  I know.  I know.  I spent many a time down there and got lost many times.

MR. FAYE:  Along those lines with my limited knowledge of the geography down there, your main station sits close to the 401; is that right?

MR. BRADBURY:  The station sits immediately north of the 401, it's visible from the 401.

MR. FAYE:  Then this north line runs another 39 kilometres to get to a generating station.

MR. BRADBURY:  Not in a straight line, but it follows the Rideau Canal, I guess is the best way.  It follows the Rideau Canal north and it services the national parks, the locks there are serviced, I think the lockmaster's house is serviced on the line as well as some I am not sure if they are full-time residents or seasonal residents but there are some historical homes there.

I think there are six altogether.

MR. FAYE:   And these would be Brewers Mills, Jones Falls, and Washburn generating stations which are located at locks, of course.

MR. BRADBURY:  Yes.

MR. FAYE:  Is it fair the assume Hydro One might have some facilities in that general vicinity as well.

MR. BRADBURY:  Hydro One's facilities more follow the road, and I don't know my geography that well but they come up through Joyceville, I think, and they go north, and they also have the feeder out at Frontenac which goes into Crosby, I believe, and that's the feeder that feeds the main substation.  So Hydro One does have the substation as well as Kingston Utilities.

MR. FAYE:  I appreciate this was the fact that this was a legacy situation you inherited here, but I think the point is that you want to rebuild that line and I wonder if you have considered the possibility that those plans might more economically be attached to a Hydro One distribution circuit or 44 kV circuit, if it happens to be available, and save your customers the cost of financing a line which seems to serve primarily a generating station.

MR. BRADBURY:  A generating station, and historic parks facilities.

MR. FAYE:  Lockmasters' huts.

MR. BRADBURY:  I know in the past we have -- even the previous owners had met with Hydro One, Ontario Hydro, I honestly -- I wouldn't be able to say categorically if it could be done for less cost.  You know, we have an obligation to serve and it's, you know, I appreciate your question, you know, are there more economical ways to do it maybe we have to make sure that the way we are proposing is the most economic or the only way or if there are other alternatives, but you know there is an obligation to serve.  There are other customers there.  And if they could be tied into the Hydro One system, then that would be an option.

MR. FAYE:  So can I take it that you would look into that prior to spending the money to rebuild a 39-kilometre line.

MR. BRADBURY:  It is fair to say that.

MR. FAYE:  Just so we have on the record, these generating stations are owned by your parent company Fortis.

MR. BRADBURY:  They are owned by a sister company.

MR. FAYE:  Can you tell me in aggregate, those three stations, how much generation do they put out?

MR. BRADBURY:  Between 2.5 and 3 megawatts.

MR. FAYE:  The metering is located where?

MR. BRADBURY:  At the plants.

MR. BUONAGURO:  So the 39 kilometres of line losses are absorbed by your customers, your distribution customers?

MR. BRADBURY:  Again, you have to understand these plants are run-of-the-river plants as well, they don't generate all year round.  There is no water storage associated with them.

But we have to realize we talk about these things, but you know many of these issues are legacy issues.  You know, they are what they are.  The distribution system is that way and it was built in the 1900s and the obligation remains.  They are connected to the distribution system.  You know, I don't think it would be within our rights to just to say, sorry, it is not economical to serve you any more, we are disconnecting you.

MR. TAYLOR:  Can I interject as well for a second, because I don't know if it's appropriate in the context of this rate application that we are discussing potential alternatives to rebuilding this line when they have an obligation to serve.  This line is part of their system, it serves customers.  It requires replacement.  There is no analysis out there right now that suggests that there is a lower-cost alternative by having Hydro One serve.  For all we know, it could be a higher cost.


You know, we are in the middle of this rate proceeding where it would take a great deal of time in order to figure out what those costs would be, how the customers would be serviced, the development, potential leave-to-constructs.  I imagine there would be amendments to licences.

So going down this route makes me uncomfortable.  I think we have to look, this is a real cost, it's needed, and if that's the case, then it should be included in the rate base of the applicant.

MR. FAYE:  Mr. Chair, I wasn't suggesting that we want an undertaking to explore this subject.  I am only trying to get recognition of the fact that prior to spending what is probably a very considerable amount of money to rebuild almost 40 kilometres of line, that the applicant might want to look at what other alternatives might exist to do it more effectively and efficiently, and we will make that in argument and ask the Board to ask you to do that.  But I am not trying to hold the hearing up and get an undertaking here.

While we are on the subject, some of the evidence that you submitted for this, it appears that part of this line runs along an old railway embankment; is that correct?

MR. SHEOGOBIND:  I am not sure if we said that in the evidence.  We might have.  If we said that, then I guess that would be correct.

MR. FAYE:  It was a question of access and I was curious as to why a railway embankment normally built on ballasted stone would cause you access problems because of swampiness, but it is a minor point so I won't pursue it if you are not really familiar with it.

Can I move to the west line is this the line that goes over the Kingston Mills generating station?

MR. SHEOGOBIND:  Yes.

MR. FAYE:  This one might be a little easier to discuss.

Kingston Mills is right beside Kingston; isn't it?

MR. BRADBURY:  It's north of Kingston, yes.

MR. FAYE:  It's 4 kilometres from downtown Kingston, approximately?  Now, so I have the same concern that this is quite a long line --

MR. BRADBURY:  We should point out, we service customers beyond Kingston Mills substation.

MR. FAYE:  By way of this 26 kV circuit?

MR. BRADBURY:  We have -- a large number of our customers in the Gananoque region live along Highway 2 and John Scott Highway, and Gananoque or Eastern Ontario Power service territory extends into Kingston in the Battersea Road, so we have a lot of -- we have customers in the, I guess, municipal boundaries of Kingston or -- that wouldn't, because that would be a load transfer, but there are no load-transfer customers, but we -- Canadian Niagara Power's service wires or distribution system extends into Kingston, Battersea Road.

MR. FAYE:  All right.  So the argument I have tried to advance here --

MR. BRADBURY:  Wouldn't work there --

MR. FAYE:  -- if you can find another connection for the generating station --

MR. BRADBURY:  There's many, many customers.  We serve customers on the islands in the St. Lawrence River with submarine cables off the west line.

MR. FAYE:  Okay.  Thanks for that.  That's fine.

I just want to move to the Fort Erie application.  And this would be our Interrogatory No. 10.  And the exhibit reference that we are questioning here was Exhibit 4, tab 2, schedule 3, appendix A.  This exhibit talks about your control room.  And we asked you some questions about why you'd need a control room to run an evening shift, primarily.

I am still unclear as to how it can be efficient to run a 15-hour control room in a utility this size.  And perhaps you would like to comment on that before I ask you some more specific questions.


MR. SHEOGOBIND:  Okay.  I will try to do that.  I think, first of all, the control-room function is a centralized function, because the operators in the control room are performing those tasks for Fort Erie distribution, Port Colborne distribution systems, as well as the CNPI transmission systems.

So it is a centralized function that's, I guess, providing these services to different business units.  So we think that there is inherent efficiencies there because of the fact that it is a centralized function that's serving three distinct business units.

And the tasks that we talked about in -- we went into some detail in the application about the tasks that the control room performs, and we talked a bit about it in our response to this interrogatory, monitoring and operating the SCADA system, preparing switching orders, directing switching operations, and so on and so forth.

And basically, these functions also carry over into the evening shift, as well as preparing work protection and switching orders that would be carried out the next day.

Back when -- going back a few years when the control room was located at the Rankin generation station, the operators did carry out some control responsibilities for the Fort Erie 34.5 kV systems.

Since the control-room function was transferred to the Fort Erie service centre, their responsibilities have expanded to include all the Fort Erie distribution systems, as well as all the Port Colborne distribution systems.

So I guess, to summarize, we think that, you know, that's where the efficiencies come in.  It's because of the fact that you have got the one group of people that is performing these functions for three separate companies, as it were.

MR. FAYE:  Okay.  Thanks for that.

Just a couple of specific questions then.  The generating station that you mentioned, is that still operating?

MR. SHEOGOBIND:  No, it's not.

MR. FAYE:  It's not.  And so there is no generation being monitored from this control room?

MR. SHEOGOBIND:  No, there is not.

MR. FAYE:  Okay.

MR. SHEOGOBIND:  There is still some -- some of the components in the generating station are still live, because we still supply one customer from the 25-cycle system.  So from time to time there are switching activities associated with that, which the operators would be involved with.  But in terms of monitoring a generating system, no.

MR. FAYE:  Can I assume that those particular instances are charged back to the generating company?

MR. SHEOGOBIND:  Yes, that would be correct.

MR. BRADBURY:  Actually, the 25-cycle customer is a distribution customer.

MR. FAYE:  No, I mean the switching requirements from the generating station.

MR. BRADBURY:  Oh.  All I am saying, if you had to switch for the 25-cycle customer, that's a distribution function, even though the switches are at the old generating station at Hydro One's 25 -- or Ontario Power Generation's 25-cycle facilities.  They are distribution facilities.

MR. FAYE:  Okay.  You are saying that you don't own any -- or Fortis doesn't own any generating facilities monitored from your control room?


MR. BRADBURY:  Yes, that's correct.

MR. FAYE:  Okay.  That's fine.

The transmission company that you mentioned, can you describe the transmission line that's monitored from these facilities?

MR. SHEOGOBIND:  Yes.  It's -- CNPI transmission operates a 115-kilovolt transmission system.  It originates in Niagara Falls at Hydro One's Niagara Murray TS, and from there it runs about 2 kilometres to Station 11 in Niagara Falls, which is owned by CNPI.  And there are two circuits that run between Niagara Murray TS and Station 11.

Then from Station 11 we have got a single 115 kV circuit that runs from Station 11 in Niagara Falls into Fort Erie to serve Stations 17 and 18, which are CNPI's, I guess, TSs.  And from there the line also extends down to the Niagara River, where we have a normally open point with line 46, which comes over from national grid system in Buffalo.

MR. FAYE:  So does Hydro One have any operating control of your disconnect switches on that --

MR. SHEOGOBIND:  No, they don't.  It's under our full control.

MR. FAYE:  Okay.  The proportion of your control room devoted to that activity, do you have a percentage that you charge back off to the transmission company?

MR. SHEOGOBIND:  It's approximately 40 percent.

MR. FAYE:  40 percent is charged back to the transmission?


MR. SHEOGOBIND:  Yes.

MR. FAYE:  Okay.  Back to the 15-hour day, you don't run an evening shift of linemen, do you, on the distribution system?

MR. SHEOGOBIND:  No, we have linemen on call.

MR. FAYE:  They're on call?


MR. SHEOGOBIND:  Yes.

MR. FAYE:  And so the -- unless you have a problem that requires an operator to intervene, the work that that operator would do for his evening shift would consist of preparing the switching orders for the following day.  Did I understand that right?

MR. SHEOGOBIND:  That would be one of his functions.  He would be preparing work protection or switching orders for the next day.  He also would be involved in updating system documentation, because of the fact that we've got ongoing programs, like our voltage conversion program in Fort Erie.  Typically you will find at the end of any given day there have been activities that have been carried out on the system, so there has been system changes, so one of the things the operator does on the night shift is ensure that all the system maps, et cetera, are updated so that the next day that information is accurate.

MR. FAYE:  Okay.  And then when he goes off shift -- he or she --

MR. SHEOGOBIND:  Yes.

MR. FAYE:  -- and on weekends, that control room is not manned; is that right?

MR. SHEOGOBIND:  That would be correct.

MR. FAYE:  What happens if there is an interruption to a circuit that calls out your line staff?  How do they deal with the switching orders and work protection when there is no operator to direct them?

MR. SHEOGOBIND:  It depends on the scale of the outage.  For more complicated outages that would involve transferring load between feeders or work protection, then we require that -- we have got, I guess -- just backing up a bit, we have got supervisory staff that are also on call after hours, and their role is to oversee any kind of system restoration that needs to take place after hours, and the supervisor on call would make the decision as to whether an operator needs to be called in for more complicated switching procedures or if we need to transfer load between stations and so on.

MR. FAYE:  Do you have a feel for how often that circumstance occurs?

MR. SHEOGOBIND:  It would occur, off the top of my head, a few times per year.

MR. FAYE:  A few times per year.  And do you have a feel for when a circumstance like that would occur on an evening shift?

MR. SHEOGOBIND:  Sorry, I don't understand the question.

MR. FAYE:  Let me rephrase that.   You said that the circumstance requiring an operator to be called in would occur as few times a year. Does that include the evening shift when it might occur?

MR. SHEOGOBIND:  Oh I see, I understand.  No, I was specifically referring to times when there was not an operator.

MR. FAYE:  So that's the overnights and the weekends.

MR. SHEOGOBIND:  Yes.

MR. FAYE:  Looking at the evening shifts, how many times a year does that circumstance occur there requiring an operator to intervene?

MR. SHEOGOBIND:  I think if an operator is on duty, he would automatically be overseeing any type of system restoration.  To answer the question about how often does that happen per year, again, it would be several times per year.

MR. FAYE:  All right.  We will address that in argument then, I don't think we need to belabour it.

I think those are all my questions, thank you.

MR. VLAHOS:  Thank you, Mr. Faye.

Okay Mr. Taylor, we will break for the day.  Do you have any other matters before the end of the day?

MR. TAYLOR:  I do, Mr. Chair.  I received an e-mail from Jay Sheppard and it went to the other parties, as well.  They all received it.  I am not sure if Board Staff got it, but he has asked that for Thursday if we could be prepared to have our panel be in a position to discuss the history of the lease, the Port Colborne lease and, or even better, to have people who were involved in that lease arrangement made accessible for cross-examination.  So I think that his hope is to on Thursday morning or on Thursday to cross-examine on the lease issue.

What our preference is, is to deal with the lease all together.  We are going to get the information that's the subject of the undertakings, and then once we are back, I think it would be appropriate to deal with all the questions regarding the lease.


We are simply not prepared for Thursday to talk about the lease issue.  This wasn't an issue that we thought was going to be on the table until Friday, and there is preparation involved.  So, we can't, really.  We would like to help, but we're not prepared to for Thursday.

MR. VLAHOS:  Sorry, what's the Friday?  Are we sitting on Friday?  You mentioned Friday.

MR. TAYLOR:  Sorry, last Friday, that's --

MR. VLAHOS:  Okay.  I see, okay.  Just one minute, please.

[Board Panel confers]

MR. VLAHOS:  Mr. Taylor, I guess what we are wondering is we suspect that Mr. Shepherd has other areas for questioning other than the lease; is that your understanding or...?


MR. TAYLOR:  Yes, we fully expect him to come in and cross-examine on all the other areas.

MR. VLAHOS:  And you, as an applicant, prefer that the lease matter be dealt with one time -- at once as opposed to being broken up now and later.

MR. TAYLOR:  Yes, Mr. Chair.

MR. VLAHOS:  Okay.  And then we spoke earlier today about the outstanding matter about Interrogatory 34.  So you intend still to discuss this on Thursday morning?

MR. TAYLOR:  Sure, yes we do intend to discuss that on Thursday morning.

MR. VLAHOS:  So the only thing you need from the panel this minute is whether the lease matter should be deferred in terms of cross-examination at some future point as opposed to being on Thursday?


MR. TAYLOR:  Like I said, we can't do much, but I think it would be helpful to Mr. Shepherd to know what to expect on Thursday.

MR. VLAHOS:  Mr. Taylor, the panel is of the view that we should defer cross-examination of the lease until such time as the information is available, and the only thing that will remain with respect to the lease matter on Thursday is just to discuss further the understanding of the review panel's decision on IR 34 or to the extent that decision impacts IR 34.

MR. TAYLOR:  Okay.

MR. VLAHOS:  Is that -– that's what you are looking for; right?

MR. TAYLOR:  That's my understanding.

MR. VLAHOS:  Okay.  So any other matters?  Okay.  There being none, we will resume at 9:30 in the morning with the cross-examination from Board Staff.


--- Whereupon the hearing adjourns at 4:39 p.m.
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