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Wednesday, October 13, 2010


--- On commencing at 9:33 a.m.


MS. HELT:  Good morning, everyone.  My name is Maureen Helt.  I am counsel to Board Staff.  With me I have Silvan Cheung from Board Staff and Vincent Cooney.


The purpose of today is to have a technical conference with respect to Hydro One Brampton Networks Inc.'s 2011 distribution rate application, EB-2010-0132.


Just a few administrative matters.  For those of you who have not attended before, everything is going to be transcribed, and transcripts will be made available at the end of the day to all parties.


When you are asked a question, I would ask that -- in front of you, you have a little green button.  You press that button, and then next to it a green light comes on, and that way you will know your microphone is on and so that our court reporter can actually hear what you are saying.  


If for whatever reason it is not on, she will be sure to let you know.  That is the first thing.


What -- I have had some preliminary discussion with the intervenors, and we thought we would proceed intervenor -- party by party with respect to the questions.  There may be an interruption in Mr. Harper's questioning this morning.  He is going first, because Board Staff, there is one member of Board Staff who has some questions to ask on the IFRS.  He unfortunately has a short window of availability this morning, and Mr. Harper has been gracious enough to say that Board Staff can interrupt him when he is available.


So that is how we will proceed.  Does anyone have any questions?


Then I think the best way to start is with appearances.  I have introduced myself and Board Staff.  Mr. Shepherd, if you could start?


MR. SHEPHERD:  Jay Shepherd.  I am the counsel for the School Energy Coalition.


MR. AIKEN:  Randy Aiken.  I am consultant for Energy Probe.


MR. HARPER:  Bill Harper.  I am the consultant for the Vulnerable Energy Consumers' Coalition.


MS. ARSENEAU:  Lindsay Arseneau.  I am a member of the regulatory affairs team at Hydro One Brampton.


MR. INNIS:  Ian Innis, Hydro One Networks.


MR. SULLIVAN:  David Sullivan.  I am with the regulatory affairs, Hydro One Brampton.


MR. STRUTHERS:  Cal Struthers, manager, health, safety environment, Hydro One Brampton.


MR. OAKLEY:  Brian Oakley, lines and fleet manager, Hydro One Brampton.


MR. MORIN:  Paul Morin, fleet supervisor, Hydro One Brampton.


MS. MEHTA:  Pam Mehta, operational analyst, Hydro One Brampton.


MS. PRESSEAULT:  Suzanne Presseault, accounting supervisor, Hydro One Brampton.


MS. DINIS:  Ana Dinis, IFRS project lead, Hydro One Brampton.


MR. GRIBBON:  Jamie Gribbon, Hydro One Brampton, vice president of finance and administration.


MR. FORTINI:  Lou Fortini.  I appear this morning as counsel to Hydro One Brampton.


MR. GAPIC:  Dan Gapic, regulatory affairs supervisor, Hydro One Brampton.


MR. MILLER:  Scott Miller, regulatory affairs manager, Hydro One Brampton.


MR. SCHAEFER:  Wolf Schaefer, asset management supervisor, Hydro One Brampton.


MR. MASTROFRANCESCO:  Aldo Mastrofrancesco, engineering manager, Hydro One Brampton.


MS. HELT:  Thank you.  Mr. Harper, if you would like to proceed with your questions?


MR. HARPER:  Actually, the questions were just -- we're on?


MR. GRIBBON:  Excuse me, could I just make a few opening comments, if that's okay?


MS. HELT:  Certainly.
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Presentation by Mr. Gribbon:


MR. GRIBBON:  As I mentioned, I am vice president of finance and administration for Hydro One Brampton.  I have held that position since 2002.


I will answer some of the finance-related questions and assist my colleagues where I can in helping the Board and the intervenors understand the company's rate application.


We brought quite a few of our senior folks from Hydro One Brampton today and the -- what we are trying to do is answer as many questions as we can through this process, and that is why we have the numbers that we have here today.  So I just want to mention that.


Hydro One Brampton, just a little bit about the company.  Hydro One Brampton Networks Inc. employs over 200 people and is the distributor of electricity within the City of Brampton.  We have over 130,000 customers.


The company was acquired by Hydro One Inc. in 2001 and remains a wholly-owned subsidiary of Hydro One Inc.


This is the first cost-of-service rate application based on a forward test year for us.


While the company originally filed on a modified IFRS basis, subsequent to the filing it became apparent that the implementation of IFRS was going to be delayed.  A letter was filed with the OEB and the intervenors on September 2nd requesting an amendment to the original filing to remove all IFRS-related items.


Hydro One Brampton has been and continues to be one of the lowest cost distribution companies in the province.  In a report issued by Pacific Economics Group, often referred to as the PEG report - and it is available on the OEB website - Hydro One Brampton has the lowest cost of five LDCs in its peer group, with an average OM&A cost of 25 percent lower than the average of the others in the group.


The company also has one of the highest customers per employee ratios among its peer group.


The company is committed to mitigate cost pressures on an ongoing basis, and, like I said, this is the first full cost-of-service rate application for Hydro One Brampton.  We will endeavour to answer the IRs received last Friday and any others that come up to the best of our ability.


This is our panel, and we do have backup for specific areas, if we need to call on them.  Thank you.


MS. HELT:  Thank you.  Mr. Harper.

Questions by Mr. Harper:


MR. HARPER:  Thank you.  We circulated a series of questions last Friday to you, and I think just for purposes of the record what I will do is go through and read each of the questions or paraphrase them into the record, and then we can get a response from the -- from whoever on the other side of the room feels they're best able to respond.


The first question I had had to deal with your response to VECC IR No. 1(b), and in that you indicated that Hydro One Brampton does not see any specific issues arising with the transition to the alignment of the rate year with the fiscal year with respect to IRM.


I guess we are just curious, given the time lines under which the Board currently establishes both stretch factor for utilities and also the annual price escalator for utilities that are used under IRM, can you indicate how you would see these values being established for Hydro One Brampton, if we are looking to have your rates adjusted under IRM for an effective date of January 1st, an implementation date of January 1st?


MR. GRIBBON:  Well, I will take that one.


I guess we are filing a cost-of-service rate application and we're looking at a January 1st implementation date for 2011.


I guess I am not sure -- this question really won't be an issue until January 1st of 2012.  And from my understanding, the Board has asked for input on this item a while back, and LDCs have presented different options and I am not sure that people or companies have identified an issue with that.


MR. HARPER:  I was just wondering, obviously if you are looking for a January 1 rate implementation date, it is not only for 2011.  It will for each year going forward after 2011, as well.  I assume that is the case?


MR. GRIBBON:  We are not applying for an IRM for January 1st, 2011.


MR. HARPER:  No, but I mean after 2011 --


MR. GRIBBON:  After 2011, we would be.


MR. HARPER:  In the subsequent years, you will be looking for a rate adjustment effective January 1st?


MR. GRIBBON:  Yes.


MR. HARPER:  You aren't going to go back to May 1st for 2012?


MR. GRIBBON:  That's correct.


MR. HARPER:  I guess we were trying to understand here -- and we have asked this question of other utilities, as well, to try to understand how they see the IRM adjustment mechanism working in their case when they were looking for a January 1st adjustment date, given that typically the parameters for IRM aren't issued until February or March of the particular year.


And I am not aware of any specific process that the Board has actually established to look at this yet.


MR. GRIBBON:  Well, the Board has asked for input on that, and I would expect that the Board will be making a decision on that at some point in the future, but that is, I think, beyond the scope of our request here.


MR. HARPER:  Okay, I will leave it at that.  You don't have any particular suggestions or ways you see of addressing this issue at this point in time?


MR. GRIBBON:  Not at this time.


MR. HARPER:  Okay, fine.


The next question I had was with respect to your response to Vulnerable Energy Consumers Coalition No. 2(a).


Here we were talking about the treatment of the HST.  I just want to get some clarification on your response, because in your response you said the 2011 OM&A and capital expenditures reflect expected actual costs.


Then you go on to say, for 2011, Hydro One Brampton Networks Inc. is proposing to attract the amounts - and I assume that is HST amounts - required in a deferral account.


I was struggling with what you were going to be tracking because -- maybe you could help me, because I understood, when you said the OM&A and capital was built into actual costs, that meant the forecast excluded or, you know, took into account the input credit you would get through the HST, and therefore I was trying to understand what it was you were actually proposing to track in a deferral account in 2011.


MR. GRIBBON:  Well, these amounts are difficult to quantify. 


The expectation was that when budgets were prepared, that they would be prepared on an actual cost basis. 


In not all cases would I say that the full impact of HST and the removal of PST, not in all cases has that been fully considered.


MR. HARPER:  So I guess but if you are going to be tracking -- so in some cases it has been taken into account for the forecast for 2011, and in some cases it has not, is what you're saying.


Now, if we are going to be tracking something in a deferral account for 2011, I guess the question is -- you have to be -- maybe it sounds like it is more like a variance account, because to some extent there is some recognition of HST issue in the 2011.


MR. GRIBBON:  Right.


MR. HARPER:  But if you are going to be tracking it, what are you going to be tracking and comparing it to?  Like, do you have an estimate of how much sort of additional cost -- because you haven't done all of the correct computations -- how much additional cost is actually in the 2011 that maybe should have come out?


I guess I am trying to figure out what this deferral account is actually going to be tracking.  If it tracks all of the credit, then theoretically you have taken some of it out already.  So I am just trying to figure out what this accounts going to be tracking.


MR. GRIBBON:  To the extent that the credit was not considered through the budgeting process -- and, you know, this budgeting process started in the first quarter of 2010 and not all of the rules and regulations were out at that time. 


And some consideration was, but the parts that weren't considered, we would -- we could track in that.


MR. HARPER:  So you will be able to identify those specific cost items or areas where the adjustment was not made, and those will be the specific ones where you will be tracking the HST implications?


MR. GRIBBON:  That's correct.


MR. HARPER:  And I guess just for a matter of information, would you be able to tell us what areas those are where the HST was not considered? 


MR. GRIBBON:  Offhand, I couldn't give you -- I couldn't give you an exact example, but a possible example could be in some inventory items, for example, other expenses that would hit OM&A that typically would attract PST, but in the future they won't attract PST.


MR. HARPER:  Typically, you will have a list.  You must have a list, you must have an idea somewhere back at the shop.  Otherwise you won't be able to true-up afterwards.


So is that something you could get for us? 


MR. GRIBBON:  It is something that we are working on currently, because we are tracking some of those amounts in a variance account now. 


MR. HARPER:  Like I said, is this something that you will be able to get for us, say, before we started the -- we had our ADR next week, so we have some sort of idea of what areas where you are actually going to have to be tracking these costs, and that you know what areas are and aren't covered?


MR. GRIBBON:  I guess if we commit to track the costs, is that sufficient?


Like, you are asking us to track the costs before they actually happen.


MR. HARPER:  No.  I am asking you if you know what specific areas you have to track the costs in.  You said in certain areas adjustments were made and other ones they weren't.


And that in the ones where they weren't made, you will have to track the costs and you will have to come back and ask for and sort of -- I assume there will be an amount to be returned to consumers at a future point in time, because you won't have made the adjustment in the forecast of OM&A and capital expenditures.


I wasn't asking for a dollar amount as much as to make sure that when you say you know which ones where it has or hasn't been, that we do have a good idea of where it hasn't been adjusted for, what cost categories, and just give us an idea of what specifically are those cost categories, so when we come back two three years from now we will know which cost categories we expect to see have the HST been adjusted for.


[Witness panel confers.]


MR. GRIBBON:  We should be able to do that.  Now, do you want an exhaustive list or do you want some examples? 


MR. HARPER:  I don't think it has to be totally exhaustive if it is the ones where you expect to see the major cost items; just so when we come back two or three years from now we know which areas we should expect to see some credit received from.


I notice Mr. Cowan has come into the room, so maybe if Mr. Cowan would like to follow up on his issues now, that would be fine.


MS. HELT:  Certainly.  And perhaps we can mark that as an undertaking, JT1.1.

UNDERTAKING NO. JT1.1:  to PROVIDE COST CATEGORIES WHERE HST ADJUSTMENT IS EXPECTED.

Questions by Mr. Cowan:


MR. COWAN:  Thank you.  Sorry for the interruption in the sequence.  And, Bill, thanks.


Good morning.  I apologize for interrupting it, in the sense that I do have another commitment that I have to attend. 


I thought just for a minute, if I might, just walk through the particular questions that arise around IFRS and the transition.  They were posed in the questions that were sent out, and so I thought for a moment that perhaps we could just engage those questions a little bit and see what sense you have as to a response.


And so in what -- the Board Staff list of questions, I would refer you to, if I may, No. 16, which ties back to an interrogatory, Staff Interrogatory No. 2. 


The closing paragraph in the question is the question, and it is:

"Does Hydro One Brampton therefore agree there is no need for the Board to consider a deferral account for gains and losses on early retirement of assets at this time?"


So that is the question and I won't bother with the preamble, since I think everybody is aware of it. 


MS. DINIS:  Good morning. 


Hydro One Brampton will still -- is still requesting the new variance account at this time, because -- relating to the loss on premature retirements.  We know that we probably will not require it in 2011, because we will be deferring the implementation of IFRS until 2012. 


However, we would like to have it with this hearing, and we understand that the Board is planning a working group to develop mechanisms for treating IFRS impacts for distributors under an IRM.


So if it doesn't happen now, it would happen at the time of the working group.


MR. COWAN:  Which, in fact, then takes us, I suspect, rather rapidly to the last question that we posed, which is our question No. 18, that actually piles on a question that Schools raised in their Interrogatory No. 3. 


And in our notes here in question 18, the part of that I think you may have just answered, and so if I can compound the answers here.


The question was whether Hydro One Brampton, in question -- or sub (e):

"Does Hydro One Brampton agree that the Board Report on transition to IFRS of July stated that the Board would create a working group at an appropriate time to consider particular matters relating to transition to IFRS in an incentive rates regime?"


So I take from your comment that you recognize that that is a possibility, although the Board has not issued a letter declaring that such a working group is being constituted yet?


MS. DINIS:  Yes.


MR. COWAN:  So -- and then there is a follow-up to that and the last part which is (f):

"Which of the accounts proposed by the company in the September 2nd letter and discussed in SEC Interrogatory Response No. 3 are potentially generic accounts that could be addressed by any such working group created by the Board?"


So we know of one, being this particular one that we touched on in the answer to No. 16, regarding gains and losses on early retirement of assets. 


Are there others, as well?


MS. DINIS:  The cost, subsequent costs to IFRS implementation, that could also be handled by the working group.


MR. COWAN:  That account has already been authorized under the Board Report of July, 2009.  So in what way would you see that as being something to be dealt with in the context of the working group, since the focus of the working group is more or less on the incentive regime context?  And that account is transition costs, the administrative costs related to the transition only.


MS. DINIS:  Well, our understanding was we weren't aware that it had already been approved.  So we were seeking approval at this time.  But if it has already been approved, then it would not be requested.


MR. COWAN:  All right.  That's good.  Thank you.


Are there any others, any other accounts that you are requesting at this time that could be dealt with under the working group frame?


MS. DINIS:  I am not aware of any now.


MR. COWAN:  Okay.  Then let me just see if there are any matters.


MR. GAPIC:  Just a follow-up to my colleague's comments.  Just for clarification, you referred to an account, an IFRS account being approved earlier in relation to -- is it strictly administrative costs you are referring to?


MR. COWAN:  That's correct.  In terms of the wording, I am not trying to be literal.  When you read the Board report of July 2009, it bounds and describes the costs that are eligible for inclusion in that deferral account.


MR. GAPIC:  Are those things included?  It's been a while since I looked at it, but would we include things like revenue requirement entitlement that is basically foregone due to the fact that we are implementing under CGAAP?


MR. COWAN:  No.  It is for purely the transition-related costs.


MR. GAPIC:  Transition costs.


MR. COWAN:  The administrative -- I think the phrase "one-time administrative costs" of what you have endured, if I can call it that, to get there, to get to IFRS consulting charges and the like.


MR. GAPIC:  It's possible we might have misunderstood.  We are currently tracking those costs, and have been for a bit.  Are we perhaps referring to -- back to my colleague, Ana, are we referring to something different?


MS. DINIS:  Yes, we are.  We are not referring to the costs for implementing IFRS.  We are referring to costs that may come about because of changes to accounting standards once IFRS is implemented.


MR. COWAN:  Okay.  Which account in particular, then, is that in your evidence?


MS. DINIS:  Which account?


MR. COWAN:  Yes.


MS. DINIS:  Sorry?


MR. COWAN:  I think you are indicating that you have requested an account that is discrete and different --


MS. DINIS:  Correct.


MR. COWAN:  -- from that one that we are just trying to identify back to the Board report.


So if it is discrete and different, I wonder if you can refer me in evidence to where it is described?


MS. DINIS:  Just one moment, please.


[Witness panel confers]


MS. DINIS:  If I can refer you to the OEB's IR 54, we actually describe it in part (c) of the question, and it says:

"The account is requested to record the aggregate impact on the 2011 revenue requirement resulting from any changes to existing IFRS standards or changes in the interpretation of such standards.  Interpretation changes would include those originating from the ISB or any of its arms, the professional accounting community, including the large international accounting firms and the Board or its staff in terms of the application or modified IFRS for regulatory purposes.  This account is to permit Hydro One Brampton to record for future disposition those revenue requirement impacts resulting from IFRS changes that arise before the next cost-of-service proceeding."


MR. COWAN:  Okay, thank you.  That account, would you characterize that as similar to the account requested by Hydro One Distribution and granted by the Board in its recent application?


MS. DINIS:  That is correct.


MR. COWAN:  Right.  Okay, I understand.  Thank you.


Let's just see if there are any others.  Yes, perhaps we could talk about the half-year rule for a moment with respect to depreciation.


I apologize, there is a typo in our question number 16, part (a), the first paragraph in the second last line.  It says, "so-called full year rule is consistent".


That is obviously a typo.  It should be the so-called half-year rule, if you don't mind reading it with that in mind.


So here the question was:

"Does Hydro One Brampton therefore agree that there is no need for the Board to consider a deferral account for gains and losses on early retirement of assets at this time?"


I suspect we have answered that quite directly.  And so when we go over to part (b), where is the half-year rule referred to under Canadian generally accepted accounting principles?


I ask that question because, from your response to an interrogatory, this particular one, number 2, I read it to be justifying the basis for abandoning the half-year rule as tied to changes in policy coming from IAS 16, paragraph 55.


So I am wondering what it is that you believe is actually changed from Canadian GAAP.


MS. DINIS:  Okay.  Well, actually there is nothing under Canadian GAAP.  CICA 3061 does not state that a company should use a half-year rule.


However, we understand that the use of the half-year rule is used by many rate-regulated companies, and it also conforms to CCA treatment for newly installed assets.


So that was the company policy, and it is currently the company policy.


Now, IAS 16 states that an asset must commence depreciation when it is in the location and condition necessary for it to be capable of operating in the manner intended by management.


So we met with our external consultants.  We met with our auditors, our external auditors, and they indicated that under IAS 16 we would not be able to use the half-year rule.  We would have to track when assets were actually put into service.


MR. COWAN:  Okay.  So the bottom line is that for financial reporting, you have been using a half-year rule, aside from whether or not you have used it as a basis of estimating in making an application before the Board for rates; is that correct?


MS. DINIS:  That's right.  We have used it, yes.


MR. COWAN:  So the policy change, would you also agree that the notion of when an asset is in the location and condition necessary for it to be capable of operating in a manner intended by management, as you cite from IAS 16, is virtually the same as the citation that one would give if you were reading from the CICA Handbook, section 3061.


MS. DINIS:  That's correct.


MR. COWAN:  Right.  So it is not really a fundamental accounting change.  It is a policy change by the company, and you are wanting to see if you can line it up with what you want to do under the revenue requirement?


MS. DINIS:  Correct.


MR. COWAN:  Okay.  Thank you.  Then number 17 asks you to help us understand or confirm that the difference in the response to an Energy Probe interrogatory, and your letter is as to the depreciation amount, which is of the order of 4 or 500,000, that the only difference for that is the application of the so-called half-year rule?


MS. DINIS:  The major difference is the application of the half-year rule.


We also have -- our treatment of major tools under Canadian GAAP is that we treat them as overhead.  We treat the depreciation as overhead.  Under IFRS, that is depreciation expense.  So there is an amount for that, as well.


MR. COWAN:  Driven from major tools?


MS. DINIS:  Depreciation of major tools, correct.


MR. COWAN:  Are you able to parse the difference of 500,000 between those two drivers?


MS. DINIS:  About $170,000 is for major tool depreciation.


MR. COWAN:  Okay, thank you.  If I can take one minute to scan number 18 to see if there are any other pieces that still aren't clear to me?


Perhaps just on (d) for a moment:  What is the reason the Board should approve such accounts at this time?


I think your indication is the context of an incentive regime is one where, should the Board not undertake some sort of generic process to develop generic responses, your concern is that you need a vehicle to be able to address those matters.  Is that the essence of the reason that you wish to carry these --


MS. DINIS:  That is correct.


MR. COWAN:  -- into the hearing as opposed to abandoning them at this time?


MS. DINIS:  That is correct.


MR. COWAN:  Okay.  So that, I think, is everything.


I did note that a couple of the other streams of question had IFRS-related matters, and there was only one that seemed to me to -- to me -- and I don't mean to suggest that the other questions on IFRS aren't worthy.  It is just that this one caught my eye, and it was the question posed by VECC with regard to Interrogatory No. 48.


It is in question TC number 18, wherein VECC -- and if I may just, in that I am leaving, if you don't mind,

Bill --


MR. HARPER:  You go ahead.  You can read the question just as easy as I can.


MR. COWAN:  Let's see.  If I misread your question or whatever, I am sure you will help with that.  You say:

"After receiving the Kinectrics report, did Hydro One Brampton revisit or review those proposed depreciation that fell outside the range of values produced by the OEB study?"


And it appears that in all cases where there is a difference, with the exception of one, the useful years from the Hydro One Brampton study are less than those from the OEB study.


What would be the impact on 2011 Canadian GAAP depreciation expense, if those instances where the Hydro One Brampton value is outside the OEB range, if the useful years were altered to align with the minimum?


So are you able to help us with that question? 


MS. DINIS:  I can.  After -- we did our own depreciation study, a review, with Foster & Associates, and when we received the Kinectrics study, we did create a working group with our engineering department and there was extensive review done of the useful lives that were different between the Kinectrics study and the Foster Associates study. 


And it was determined that, based on our type of assets -- and our engineering department can get further into that -- that are -- these useful lives that we had chosen were reasonable.


The question asks us to try to align the minimum and maximum.  That for us currently would take a little bit of time, because both Foster & Associates and the Kinectrics report have components; the components are not exactly the same.


So although we did a high-level review of the differences in useful lives, we actually didn't go back to our 2010 budget and our 2011 budget and break down those components to match the Kinectrics study.


So if we were to look at the minimum and maximum, we would actually have to take this outside and do it at the component level, do our budgeting at the component level.


MR. COWAN:  That would suggest a level of precision I think would be very intense and relatively difficult to do.


MS. DINIS:  Correct.


MR. COWAN:  So the notion of doing this at a high level isn't something that would seem particularly challenging to me, anyway, in terms of getting an order of magnitude of what the difference might be.


MS. DINIS:  That is correct.  And we -- unfortunately, when we received this, these questions on Friday afternoon, I didn't have the people there who had done the budgeting that could provide me with that data.


If I had them there, then I could have given you the numbers you were looking for.  Given another few days, we can actually provide that.


MR. COWAN:  I wonder if you are comfortable -- and Bill, are you interested in an undertaking on this particular question? 


MR. HARPER:  Yes, that would be useful.


MR. COWAN:  I think it would, as well.  I don't know who is logging the... Maureen?


MS. HELT:  I'm sorry?


MR. COWAN:  Are you able to log an –- presto.  Are you able to log an undertaking request for us, for information in response to Bill -- VECC's interrogatory and transcript question No. 18, wherein, as I understand it, the applicant is prepared to provide a high-level estimate of the impact under part (b) of the question. 


MS. HELT:  I certainly am able to log in an undertaking.  JT1.2, and thank you for that very accurate description.

UNDERTAKING NO. JT1.2:  to PROVIDE HIGH-LEVEL ESTIMATE OF IMPACT UNDER PART (B) OF VECC'S INTERROGATORY AND TRANSCRIPT QUESTION NO. 18.


MR. COWAN:  I wonder if -- on this, I have another level of interest in it, and that is if you are able to characterize the nature of the difference between or why it is, what the drivers are that may be the source of difference between what you are finding through the work done by Foster's, and the work that has come from Kinectrics, given that the Kinectrics report gives an array of sources of potential difference and what the drivers of difference might be in their own analysis.


MS. DINIS:  If I can pass this to my colleague, Aldo, to answer.


MR. MASTROFRANCESCO:  Basically, we just -- it is based on historical data and experience from Hydro One Brampton of its system, and we have also benchmarked against other, larger LDCs, and we came up -- we are fairly satisfied with the numbers. 


MR. COWAN:  So the kind of thing that I was thinking of is the context related to whether there are environmental factors that might be different between you and the typical utility as described in the Kinectrics report, whether there might be engineering design differences that might somehow drive such matters.


And so I guess I was looking, in particular, at what the real circumstances are that you folks have identified that might, in fact, explain the differences. 


Historical experience, of course, is a factor, but it doesn't get to the science of this question. 


MR. MASTROFRANCESCO:  Environmental factors do play a great part in how long assets last. 


MR. COWAN:  I wouldn't want to put you on the spot particularly --


MR. MASTROFRANCESCO:  No.  Soil conditions --


MR. COWAN:  So that you aren't necessarily led by my question.


MR. MASTROFRANCESCO:  No.


MR. COWAN:  If you want to take it under advisement for a bit and respond in a manner that would help, I trust that Mr. Harper wouldn't mind if I pile that on to the end of his question.


MR. MASTROFRANCESCO:  I would like to confer with...


MR. COWAN:  Sure. 


[Witness panel confers.]


MR. MASTROFRANCESCO:  Okay.  Sorry.  We really didn't go into it in great detail to determine what the drivers were.  Again, we basically -- we benchmarked against other, larger LDCs of similar size.


MR. COWAN:  So I guess the issue that you will face is how to be responsive should the Board choose to pursue this, and we will have to leave that with you as a matter for your consideration.


I don't have any other matters that I wanted to pick up, but I don't mind, if it would be unfriendly to stick around for a little -- should anybody else want to use the IFRS theme for a bit, I wouldn't mind listening in, but I don't want to otherwise affect the stream of consciousness that you may otherwise be having.


MS. HELT:  Mr. Shepherd?

Questions by Mr. Shepherd:


MR. SHEPHERD:  Mr. Harper has graciously allowed me to ask some follow-up questions of Mr. Cowan, if that is okay with you.


MS. HELT:  Certainly.


MR. SHEPHERD:  I really have just two follow-up questions.


You are asking for two deferral accounts -- variance accounts or deferral accounts, I don't know -- for 2011 that you are saying you are not going to use the early retirement obligations and the IFRS changes.  You are not going to use them in 2011.


Do I understand that right? 


MS. DINIS:  We will not use them because we will still be under Canadian GAAP in 2011.


MR. SHEPHERD:  So can you help me understand what is the Board's jurisdiction to order a 2011 deferral account that your evidence says you don't use?


MS. DINIS:  It wouldn't be a 2011 deferral account.  It would be a deferral account to be used under IFRS, and the only reason we are bringing it up at this time is because we will not have another cost-of-service study in 2012.


MR. SHEPHERD:  All right.  But I still don't understand where the jurisdiction is.  This is a 2011 rate application.  How can they make an order for a 2012 deferral account?


MS. DINIS:  Originally when we filed the rate application, it was under IFRS.  So the original request was filed under IFRS.


MR. SHEPHERD:  And that is what I don't understand.  Maybe I am asking your counsel to advise.  What is the jurisdiction you are relying on?


[Counsel consults with Mr. Gribbon and other members 


of witness panel.]


MR. FORTINI:  Mr. Shepherd, I will attempt to answer that question.  You are asking about the Board's jurisdiction on this issue.


I think it is clear that these accounts won't be used in 2011, but the intent is to use them commencing 2012 onwards.  And this being a multi-year application, the Board would be within its jurisdiction.



MR. SHEPHERD:  That is what I don't understand.  It is not a multi-year application.  It is a one-year application.  Next year you make an IRM for 2012.  So that is what is confusing me.


So if it were a multi-year application, I would get it.  So OPG and Hydro One make two-year applications and they say, For the second year, we need X.  I get that.


You are making -- unless I have misunderstood your application, you are making a 2011 application; right?


MR. GRIBBON:  If I may, it is a 2011 application.  We are requesting the account for use in 2012.  I don't see any reason why we couldn't ask for the account in our rate application for 2011.


We will not be back to the Board for a full cost-of-service until 2015.  So if we don't ask for it now to be included in this rate application, how would you suggest we deal with it?


MR. SHEPHERD:  In your 2012 application or in --


MR. GRIBBON:  In 2012?  We will not be doing a full cost-of-service application in 2012.


MR. SHEPHERD:  Why does that matter?  That is what I don't understand.  Anyway, we are now just arguing, so that is not useful.  I just wanted know whether you had a jurisdictional basis I didn't know about.


The second follow-up question is:  The new depreciation rule that you are talking about under IFRS is location and capable of use rule; right?


MS. DINIS:  Hmm-hmm.


MR. SHEPHERD:  And that is different from the Board's used and useful rule; right?  The Board says you can't include it in rates until it is used and useful.


The accounting rule you are talking about says, as long as it is there, it doesn't matter whether you are using it; right?


MS. DINIS:  Correct.


MR. SHEPHERD:  So the reason I am raising that is because I want to understand, are you asking the Board to do anything about this rule now?  Are you asking them to make any decisions about it, any approvals, anything now?


MS. DINIS:  We discussed with our external auditor whether -- the IAS 16 in the condition and location was very different from useful -- used and useful, and for Hydro One Brampton it is not.  It is not material.


Usually it happens at about the same time.  We don't have our assets sitting on the field for years or months before they go into use.  So we do not need the Board to make any decisions at this time.


MR. SHEPHERD:  Okay.  Two different questions.  I read in your evidence that you said something like when you put in a new subdivision, you put in all of the services, but it may be the next year or even the year after before they're actually in use?


MS. DINIS:  We do not put the services in.  And Aldo may have to step in.  I believe we put in the infrastructure and the services go in just before the actual resident moves in.


So we have created our system so that when the subdivision is energized, we put that into our assets, and then as each service goes in, on a monthly basis, we pick up all of the services and put those into --


MR. SHEPHERD:  That's what you do under the current rule, the used and useful rule.  I get that.  What I don't understand is under the new rule, once that stuff is all in place, you want to put it into rate base.


MS. DINIS:  There is no difference.  I don't understand your question.


MR. SHEPHERD:  Well, you just said you energize it much later, so you are using it much later, right?


MS. DINIS:  We energize it -- Aldo, can you answer that?


MR. MILLER:  Actually, if I could try to help everyone understand what happens here.


When it comes to a subdivision design, what happens is a lot of -- the high voltage plants will go in place, the distribution cables, switch gears, connections at the poles, and so on.


That will go in and they will connect the transformers.  These transformers then feed individual residential units.  What will happen is, although engineering may service a 4- or 500-lot subdivision, what that means is all of the high voltage equipment is in place and is operating.


The transformers are in place, but they may or may not be connecting to residential homes.


MR. SHEPHERD:  So they have no load?


MR. MILLER:  Well, not all of them will, but some will.


So it may be the case that the infrastructure is in supplying maybe 20, 30 homes, but the infrastructure is actually in place and it is energized and working.


MR. SHEPHERD:  Okay.  Anyway, back to my question, because the question I am asking is:  What approval are you asking for this year on this issue, your change in the timing -- your change from the half-year rule to the location and capable rule?


MR. GRIBBON:  We are really not changing anything, other than we are moving away from a half-year rule and we are moving to a new way of depreciating assets under IFRS where the asset, when it is energized, from that point on it will be depreciated.


MR. SHEPHERD:  Which is fine.


MR. GRIBBON:  But the definition of when the asset is available for use really hasn't changed for us.  It is not material.


MR. SHEPHERD:  So I am asking you the question:  What is the approval you are asking for this year?  You are not going to do this in 2011; right?


MR. GRIBBON:  That's correct.


MR. SHEPHERD:  Okay.  So are you asking for an approval for this year, for anything on this?


MR. GRIBBON:  Well, this is one of the transition issues associated with moving to IFRS, and it needs to be considered.  Whether it is considered as part of this process or another process, it needs to be considered.


MR. SHEPHERD:  But it is not going to affect you until 2012?


MR. GRIBBON:  It is not going to affect us in 2012 when we transition, unless there is some restatement issues when we restate 2011.


MR. SHEPHERD:  Okay.  Those are my follow-up questions.  Sorry.

Continued Questions by Mr. Harper:


MR. HARPER:  So it looks like we are done on this subject.  Thanks.  I'm having a bit of trouble with my light here.  It is on now.


If we can get back to the questions that I had pre-circulated, I guess we can move back to the third question, and that was dealing with your response to VECC interrogatory part 7 -- it's number 7, parts (d) and (e).


In these two interrogatories, we had asked for a schedule 1 dealing with the network retail transmission network -- excuse me, transmission network charge, and now we are dealing with the transmission connection charges, of what the 2009 billing determinants were that were used by Hydro One Networks and by the IESO in billing you for network charges and for connection charges.


You referred us to an OEB Interrogatory No. 43 and associated appendix, appendix AS.  In looking at that appendix, it looked to us to be more a rate design appendix.  It didn't seem to have any billing determinants in it in terms of billing determinants that would be used by IESO or Hydro One to bill you.


I am wondering whether either (a) it was the wrong reference, or maybe if it wasn't on the record, there was something you could subsequently provide for us now.


MR. MILLER:  Yes, you are right, it is the wrong reference.  Actually, in fact, that reference, from hard copy perspective, was not put in place, but it was in the model.  I do have copies here.


Just a footnote on that with regard to transmission rates.  As you know, when we submitted our application originally, the OEB's models were not available at the time.  So in our evidence, we submitted that if something came up in between, we would appreciate the fact of being able to adjust our rates accordingly.


Of course when that came out and the OEB opened it up and gave us an opportunity to do so, we did do the calculations.  And it is in the spreadsheet, but I do have hard copies here if you wish to see them.


MR. HARPER:  That would be great.  Maybe if we could circulate them, and then maybe I can look at them over a break, or something, and maybe jump in on somebody else later on, if I have a follow-up question.  That may be the easiest way to do it.


MS. HELT:  That sounds good.  We will mark that as Exhibit KT1.1, and we can circulate the copies now.


MR. MILLER:  Okay, sure.

EXHIBIT NO. KT1.1:  SPREADSHEET.


MR. MILLER:  These are available in the actual model that was attached, if you wanted to go through and see it in the working model.


MR. HARPER:  That would have been in one of the Excel spreadsheets that was filed in response to the interrogatories?


MR. MILLER:  That's correct.


MR. HARPER:  Okay.  Sorry, there were so many pages of IR responses, I apologize, I must have missed it.


MR. MILLER:  I think there was only 3,100.


[Laughter]


MR. HARPER:  That's right.  That's great.  Okay.


While that is being circulated, perhaps we can move on to the next question I had, which is with respect to VECC number 12.


MR. SCHAEFER:  I can respond to that question, Mr. Harper.  The question was concerning when we use proactive approaches to equipment issues, and the answer to that is we are limiting our proactive approaches to equipment that has a higher significance on employee or public safety and/or reliability.


And that is the response to that question.


MR. HARPER:  Okay, that's great, because we are wondering, obviously, from the response, it sounded like proactive was a more positive way to go, if I can put it that way.  But I guess it is more expensive than, from a, I guess, implementation perspective than just waiting for things to fail.


MR. SCHAEFER:  That could be argued both ways. 


MR. HARPER:  Yes.  So I guess that is where you are saying, you know, in those instances where perhaps just waiting for it to fail either has low impact on customers or low cost consequences than just waiting for it to 

fail --


MR. SCHAEFER:  Right. 


MR. HARPER:  -- is an acceptable way to do it then? 


MR. SCHAEFER:  That's correct.


MR. HARPER:  Okay.  Fine.  Thanks.  I guess the next question I had was with respect to your response to VECC No. 14. 


MR. SCHAEFER:  Okay. I can speak to that one as well.


MR. HARPER:  Great.


MR. SCHAEFER:  The individual connections that you were asking about for new general-service customers were actually included in the references that you cite there, Exhibit 2, tab 5, schedule 2, page 9 of 13, and on to schedule five and six.


It is in the written context of the responses where we identify how many commercial industrial services were connected.  We also identified, in the context, the number of residential low-density connections that we made.


What we didn't identify was the number of high-density connections that we made.  And we don't specifically track those because they fall into a general-service category, but I can provide you with some data.


MR. HARPER:  Okay.  That would be on an individual connection basis or on --


MR. SCHAEFER:  We have to be careful how we look at this.  So when we're talking about highrise apartment-type buildings, a connection represents the whole building and not each suite, right?


MR. HARPER:  Yes.


MR. SCHAEFER:  Okay.


MR. HARPER:  If you could, that would be useful.  I just often like to look at, to be quite frank with you, when people are talking about number of connections that they're hooking up in their capital expenditure section, how that aligns with how many new customers they're forecasting in the next exhibit, which is Exhibit 3, to just see if there is a reasonable comparability between the two.


MR. SCHAEFER:  Okay. 


MR. HARPER:  So was that an undertaking? 


MR. SCHAEFER:  I can circulate that.  I will make that available for circulation.


MS. HELT:  We will note that as undertaking JT1.3.

UNDERTAKING NO. JT1.3:  to PROVIDE INFORMATION ON NUMBER OF HIGH-DENSITY CONNECTIONS MADE.


MR. HARPER:  The next question I had was with reference to VECC Interrogatory No. 17. 


Here, you provided a breakdown of the various initiatives you were doing under your green energy program for 2010.


I just had a -- my first question was, I was just curious, you had borrowing costs here of about $8,400, and I was just curious what that represented.  Was that interest capitalized on the capital expenditures?  Or was it something else?


MR. MASTROFRANCESCO:  Yes, it is.


MR. HARPER:  Okay.  Fine.  I just wanted to clarify that.


The next thing was I was looking at this response and I was also looking at your response to OEB Staff Interrogatory No. 34.


MR. MASTROFRANCESCO:  I would like to submit a table for that.


MR. HARPER:  Oh, great. 


[Mr. Mastrofrancesco passes documents to Ms. Helt.]


MS. HELT:  We will mark this as Exhibit KT1.2.

EXHIBIT NO. KT1.2:  TABLE IN RESPONSE TO OEB STAFF INTERROGATORY NO. 34.


MR. HARPER:  Just in case somebody is reading and wondering, reading the transcript and is wondering what is going on here, the OEB staff interrogatory had broken -- had indicated three different types of cost responsibility; it was a generator, provincial ratepayers, or Hydro One Brampton Networks customers.  And we just asked if we could take the various initiatives that were identified in VECC No. 17, and indicate how they broke down between those three different funding areas.


I think this may actually answer number (c) as well, because -- no.  Actually, it is number (c) comes up later on.  But I was curious to make sure that, from my mind, because you indicated that the $251,000 of renewable enabling improvement expenditure was going to be funded by all of the provincial ratepayers, and I was just wanting to confirm that that amount had not been included in your 2011 rate base.


[Witness panel confers.]


MR. MASTROFRANCESCO:  It is included in the rate base. 


MR. HARPER:  So that would have to be taken out of the rate base for purposes of setting your rates, then? 


MR. MASTROFRANCESCO:  An adjustment would have to be made, yes.


MR. HARPER:  Right.  Okay.  Fine.  Then in part (d), I guess when I was reading -- I think you have answered in your table you provided here -- but in part (d) I asked about the fact that it appeared that in VECC No. 21, the enabling improvements was the only capital spending where all or part of it was going to be funded through the -- through all provincial ratepayers, whereas in response to Board Staff 34, it seemed like some of the SCADA switch gear credit was going to be funded as well.


I am just asking for clarification between the two.


It looks like in the response you provided with me, you indicated that actually, probably the response to the VECC interrogatory maybe should have been worded a little bit differently, because the SCADA funding is going to 

be -- SCADA program is going to be funded through all provincial ratepayers, as well.


MR. MASTROFRANCESCO:  Partially.


MR. HARPER:  Partially?  Okay.  Right, okay.  That's right, it is about 50/50 between the two of them.


MR. MASTROFRANCESCO:  50 percent, yes.


MR. HARPER:  Right, okay.  Great.  Then again, that amount, I guess if I just extrapolate, if the enabling improvements hadn't been removed from rate base, that amount, at least the 294.5 thousand would have to be removed from rate base, as well? 


MR. MASTROFRANCESCO:  That's correct.


MR. HARPER:  Okay.  The next one I wanted to refer to was VECC No. 26.


MR. SCHAEFER:  Yes, I can speak to that one.


The revisions that were made in appendix X actually do not change the net capital costs of these projects, because it was the net value originally shown.  The revisions to the appendix just showed the capital contribution to offset the capital cost.


MR. HARPER:  Okay, fine.  Whenever I see changes being made, I just want to make sure whether or not it flows through.  That's great.


In VECC 28, I guess, we talked earlier about the -- about the 2010 green energy investments.  I think VECC 28 was asking about the 2011 green energy investments, and again, was asking for a breakdown of those between the three funding categories we talked about earlier. 


MR. MASTROFRANCESCO:  Yes.  I would like to submit a table.


MR. HARPER:  Thank you. 


[Mr. Mastrofrancesco passes document to Ms. Helt.]


MS. HELT:  This will be KT1.3.

EXHIBIT NO. KT1.3:  TABLE IN REFERENCE TO VECC IR NO. 28.


MR. HARPER:  Thank you.  I guess the second part of that question was, I guess, the same issue we were dealing with the 2010 expenditures, was whether the amount that was being funded through all provincial ratepayers had been removed from the rate base.


And is the response the same in this case?  It hadn't been, but an adjustment will have to be made to take it out? 


MR. MASTROFRANCESCO:  That's correct.


MR. HARPER:  Okay.  Great.  The next interrogatory I would like to refer to is VECC 32(c).  Here, we had asked you to compare the load forecast you had presented in the asset management plan for capital planning purposes and the load forecast you had presented an Exhibit 3 for revenue purposes. 


And you had indicated that they were two forecasts to -- basically developed for different purposes. 


In looking at that a little bit further, we noted that for 2010 and 2011 the -- there seemed to be a fair difference in the growth rates.  Particularly for 2010, the capital planning forecast seemed to have a growth rate of about 4.8 percent, whereas the revenue planning forecast had a growth rate of something less than two percent.


I was wondering whether there was either, you know, either there were two different forecasts and that is why it was different -- and if that is the case, what efforts are made within Hydro One Brampton to make sure its various forecasts are aligned -- or whether there was a more specific explanation that came from the same source forecast, but the numbers are different for a particular reason.


MR. MILLER:  Yes, I will answer that one.


Generally speaking, there is two methodologies associated with our forecasts.  There is our planning methodology, which is used for the investment of infrastructure, and then there is our load forecast methodology, which is used for rate-making purposes.  And the two are very different and distinct.


The one done for planning is to make sure that we are going to forecast loads probably a little more aggressively than we would normally expect to materialize, but on a premise we are going to be able to install infrastructure in place and on time to be able to handle worst-case scenarios in terms of load.


So in order to be conservative from a planning perspective, they do want to be a little aggressive on their forecast to make sure infrastructure is in place, and customers and facilities can supply customers' loads.


With regards to the load forecast -- sorry, the second methodology that is used for rate-setting purposes, what we do there is we take the actual historical volumes and use generally proven techniques for forecasting based on actual data.  So there is no being conservative.  We are not going to pad that.  We are not going to lower the values.  It is based on historical numbers, and the forward projection is based on that data.


MR. HARPER:  So would it be possible for you to give me -- you gave me a brief sort of synopsis of the methodology you used for purposes of load forecasts for revenue purposes.  Is it possible to give me a sort of similar, you know, brief synopsis of the methodology you use underlying how you develop the forecast?  You said it is conservative, but more just generally what the methodology you used for developing the forecast -- you used for capital spending purposes?


MR. MILLER:  Sure, yes.  It is based on actual data, as well, but the data is projected high.  When you go through a series of curves and you look at various line-of-best-fit data, generally speaking, we will take the higher of the lines so that we make sure that the infrastructure is in place.


So it still uses historical data.  It is still based on the same historic numbers, but the projection of data is interpreted differently.


MR. HARPER:  Okay, fine.  Thanks.  The next question I had was with respect to your response to VECC No. 34.  Here --


MR. GAPIC:  I will speak to that.


MR. HARPER:  Maybe just to give some context, here we had asked for a schedule that set out the 2011 revenue at existing rates, which would have been the 2010 existing rates, making sure that certain things were or were not included in the rates that were used.


And the response produced a table, but indicated there had been some changes because the revenue requirement changed, and I was wanting clarification of exactly what the table was there that was provided represented, and why revenue at existing rates would change because the forecast revenue requirement had changed.


MR. GAPIC:  The updated information is based on existing rates.  The original data that was used for revenue at existing rates was slightly different.  Hydro One Brampton's approach to dealing with the smart meter disposition to the end of 2009 took the originally approved disposition rider that the Board approved a few years ago, and treated it as a funding adder incorrectly.


This was brought to our attention by the Board's questions in relation to OEB IR No. 48.


So once we made the adjustment to our final disposition rider for the end of 2009, we also had to go back and we had to make an adjustment to bring the existing rates up to the full amount of the existing rates including the -- it was a 12 cent final disposition rider previously.


So now it actually does include the full amount.


MR. HARPER:  So the existing rates you used to create table 1 in this response included the smart meter funding adders; is that what you said?


MR. GAPIC:  Actually, the final disposition adder, there was a 12 cent final disposition adder that was excluded from the first set of numbers and the second set of numbers.  Upon correction of our subsequent funding, the final disposition adder was then adjusted.


MR. HARPER:  Right.  That final disposition adder, that is something in addition to sort of the ongoing smart meter funding adder?


MR. GAPIC:  Correct.  The final disposition rider is something that basically we are seeking approval for.  We have completed a substantial amount of our smart meter project to the end of 2009.  So at this time we are seeking for revenue requirement inclusion in rate base of smart meters, and that is why we've got a true-up basically to the end of 2009.


MR. HARPER:  Right.  I guess in this application, then, you would actually have a smart meter funding adder you would be applying for, as well, that would be for the additional capital spending after 2009.  That would be an adder that is going to be trued up in your variance account against those capital spending?


MR. GAPIC:  That's correct.


MR. HARPER:  And that adder would not have been included in this calculation in table 1?


MR. GAPIC:  It is completely outside of this.


MR. HARPER:  Right.  Okay, fine.  I just wanted to make sure I knew what was in and what was out.


And if I look at part (b), it is that inclusion of the final disposition funding adder that accounts for this difference in revenues I note in part (b) of the question?


MR. GAPIC:  That's correct.


MR. HARPER:  Okay, thank you.  I would like to turn to question number 11 I had, which refers to VECC 37.


Maybe just as a bit of background, we have been having these sort of processes for a number of utilities, and we had Hydro Ottawa here a couple of weeks ago and they were proposing an adjustment to their load forecast for CDM, similar to yourself.  And in support of their adjustment, they had provided materials that the OPA had provided them as part of the discussion in developing the LDC targets for CDM.


I don't know if you are aware of that material that was produced by the OPA or not.


MR. MILLER:  No.  No.  With regards to the data you are referring to, is that for the 2011 to 2014 targets?


MR. HARPER:  Yes, it is.


MR. MILLER:  Okay.  No, have not -- I know there was a report released.  We are familiar with what our projections are for 2011 and 2014, the proposed projections, but I am not familiar with the Ottawa case.


MR. HARPER:  Then it is probably unfair for me to sort of pursue this any further, unless you have had a chance to look at the reference I made there to the Ottawa case.


MR. MILLER:  No.  I'm sorry, we haven't seen it.


MR. HARPER:  You say you've got an idea now of what your CDM targets are going to be as part of -- as a share of the provincial LDC targets.


How does -- you know, that target is a target for 2014, but I think -- does it have interim steps along the way, between 2011 to 2014?


MR. MILLER:  We are in the process now of developing a plan as we speak.  I think it is submitted by the end of this month.


But we will be starting in 2011.  The CDM values that are in this particular plan do not include those values.  They're different.  But we do plan on starting the reduction of that -- or initiating those CDM targets commencing in 2011.


MR. HARPER:  Because I guess really my understanding was in your application you had made a first cut at what you thought would be your portion of the target, because the Board hadn't issued its reports yet and hadn't -- I don't think -- they still haven't issued their final report on the targets, I don't think.


MR. MILLER:  No.  They haven't, but there is a section in the document that was released on June 22nd.  And, actually, I will just read a section here.  It talks about step 2 on page 14, and it specifies:

"...subtract resource saving projections outside of LDC influence to determine aggregate LDC targets."


And it says:

"The following resources were subtracted from the provincial projection from step 1 and excluded from LDC aggregate target advice as these resources were assumed to be outside the direct control or influence of the LDCs."


So this is speaking of the 2011 to 2014 targets, and what was excluded and what is included in ours for savings are such as savings from plant changes to codes and standards, savings from conservation programs and transmission-connected industrial facilities, including energy efficient customer-based generation and demand response, savings from other influence conservation, such as provincial and federal government-led conservation programs, and also savings from OPA-funded original -- sorry Aboriginal conservation program.


But, generally speaking, those values that we have in our plan were established by the IPSP, and we have included those values as a reduction to CDM target.  So the 2011 to 2014 targets will be incremental to what we have in the plan right now.


MR. HARPER:  Okay.  I will have to go back and look at the numbers.  I was just curious in the way you were going through that.  Are you saying that the -- because in coming up with the LDC target, the piece you just read had, say, for example, excluded the savings that would be attributed to directly transmission-connected large industrial customers.


Are you saying that in developing your share of the target, you included a portion of those megawatts in your target?


MR. MILLER:  My understanding is, from the IPSP, the province was deemed to reduce its load by -- I forget the exact numbers.  But that was as a whole, and since Brampton represents roughly 2.75 percent of the AQEW of the province, then based on that, then effectively we have a demand reduction or -- and also an energy reduction associated with those targets. 


MR. HARPER:  Yes.  Okay.  Fine.  But those targets in the end will be somewhat of a refinement of the way you approached it in your application; is that a fair comment? 


MR. MILLER:  Sorry?


MR. HARPER:  Like, I think what you have done in your application is you have taken the full target, your portion of -- your percentage of the total AQEW and just applied that percentage, basically, to the total target.


I think the way you read what the OPA did is they fine-tuned it by taking out stuff that was not related to LDCs, like industrial, direct industrial savings, and applied LDC percentages to that reduced amount.


The two numbers may be close to each other, but in the end they're likely to be different in the numbers; is that not a fair comment?


MR. MILLER:  My understanding is that they're actually two different, distinct numbers.


MR. HARPER:  So that if we were to go through the process the OPA had done, we are likely to come up with a slightly different value for your CDM savings for each year than what you have put in your application?


MR. MILLER:  I believe they would be different, but keep in mind that the targets that we have in our plan right now are based on the IPSP, not the 2011 to '14.


So that would be additional targets that we would have to achieve.


MR. HARPER:  Right.  Well, actually, we are not going to argue this, but I think you will find that the targets that the Minister has set is part of what was incorporated in the -- actually in the IPSP to begin with. 


There's a... but we will deal with that next week when we talk about it further. 


MR. MILLER:  Sure. 


MR. HARPER:  Okay.  I would like to refer to -- actually I was looking at both VECC 39(c), which had asked -- it is a small point -- asked about the rent from the miscellaneous revenues.  And you referred us to Energy Probe No. 29(g).


Energy Probe No. 29(g), when I read this it suggested to me that these revenues were now captured elsewhere.  There was a zero value here because the revenues were reflected somewhere else in the miscellaneous sort of table of revenues.


And I was wondering if you could just tell us where is the other place that it is reflected now.


MR. GRIBBON:  Is it just rent revenues that you are referring to?


MR. HARPER:  Yes.  Well, it was this...


If you look at this –- no, I'm sorry, it was the miscellaneous revenue charges which was billed to the company, and there was no entry for 2011.  There were revenues shown for earlier years; there's no revenue for 2011.


When we asked why, you referred me to Energy Probe Interrogatory 29(g), and I think it basically said the revenues are captured somewhere else.


So I guess I was just wondering what the somewhere else was, what the account number is that that revenue is now captured under, so when we look at that, I'd expect to see an increase over 2010.


MR. GRIBBON:  Okay.  There were some costs that were recorded as miscellaneous charges.  It says it "(was Bell Co)" in the heading of that, but that technically shouldn't be there.


That is a legacy comment on the account. 


The revenues that were reallocated from that line in the schedule are up above in the account setup charge and the collection of account charge.


MR. HARPER:  Okay.  That is really all I was wanting to know, where they had been...


MR. GRIBBON:  Okay.


MR. HARPER:  If you could maybe refer, then, to VECC No. 40, here, we just asked for a little bit more detail on sort of what made up the $800,000 in incremental cost for 2011 associated with the MDMR for processing of data.


You referred us to School Energy Coalition IR 19(f), and when I looked at that I couldn't find very much detail, in terms of exactly, like, what types of activities or what types of -- what does the 800,000 -- what is the $800,000 actually covering, what types of activities or costs is it addressing.


MR. MILLER:  Yes.  Sorry about that.  Yes.  With regards to the $800,000, that figure was derived based on a conference call we had with regards -- including the IESO and the OPA.


And at that point in time -– sorry, not the OPA, the SME.  They came up with a series of costs per meter that they expected to have in place for 2011, so, during that conference call, recorded the costs.  And at that point in time, the $800,000 is based on a cost per meter per customer per month, to read and process the data required by the SME.


MR. HARPER:  So basically through this conference call, I guess the IESO and SME had given you some estimate of what they thought the costs per meter-read was going to be for 2011, and you used that and applied it to the number of meter-reads that you anticipate will take place in 2011?


MR. MILLER:  That's correct.


MR. HARPER:  Okay.  Fine.  I think that is about as far as we can take that one.  That's great.


MR. MILLER:  Okay.


MR. HARPER:  In part (b) of this, I guess what we had asked in the original interrogatory -- and actually I probably hadn't done a very good job in the asking –- was I was trying to get a sense of what the total meter reading costs each were, going through time.


When I asked the question, it hadn't dawned on me obviously part of your meter reading costs, you are recording in the smart meter deferral account for some of those years.


So when I asked you what was included in OM&A, the numbers, particularly for 2010, was particularly low because most of the costs would be booked off to the smart meter deferral account.


And I was wondering if it was possible to just get a sense of what your total meter reading costs were in each of those years, you know, including both that that would have charged to OM&A and that that would have been booked to the smart meter -- to deferral accounts, so we get a sense of how your total meter reading costs are changing over time, say from 2008 through 2011.


MR. MILLER:  Okay.  Actually, I didn't understand the question to mean that.


What I did was -- and to your point -- is I looked at the 2008, '09, '10 and '11 costs.  And basically your point of interest is the 2010 to 2011?


MR. HARPER:  I was trying to go back, say -– I was trying to use almost 2008 as a reference, because that would have been probably before we got into this smart metering business in any big way, and virtually all of the meters were being read based the way they had been read for the last 20 years, sort of thing, and from that point in time, see how meter reading costs had evolved over time, as we got more and more into the smart meters and the smart meter reading.


MR. MILLER:  Right.  I do have some numbers here for you.  They're not much different from what you have seen before, but did you want me to review them or...


MR. HARPER:  Yes.  If you could, I think, if they're just three or four numbers, maybe you could tell me what they are and describe them.


MR. MILLER:  Sure, yes.  In 2008 it was approximately 861,000.  In 2009, it was about 684,000.  And then in 2010, it is 243,000.  And 2011, it is basically 1.1 million. 


And the reason for the change of 2010 to 2011 is the $800,000 expected from SME costs. 


So yes, we are expecting to see, with the exception of the MSE (sic) costs, we are expected to see a decline in our portion of meter reading costs, because we no longer have to send meter readers out to read them.


However, you can see that as basically offset by the SME costs.


MR. HARPER:  Right.  Just to understand, in 2010, I think the original 150,000 that you quoted me was what would have been, I guess, booked to OM&A expense, that particular year.


And the remaining 93,000 is what you would have booked to the smart meter to deferral account that year for meter reading costs?


MR. MILLER:  I would have to look into that.  I don't know for certain what that is. 


MR. HARPER:  Okay.  That's fine.  I think I have now got a sense of the total order of magnitude now. 


MR. MILLER:  Okay. 


MR. HARPER:  Go to VECC 42(d).  And again, maybe I hadn't quite worded this correctly. 


That was dealing with on page 13 of your application.  When you are going through and identifying different cost drivers, you identified about $100,000 associated with the regulatory costs, and this was an incremental cost and it was labelled as being an incremental -- described as incremental cost associated with the current rate application. 


I guess I was just looking for some details in terms of a breakdown of that actual incremental cost, not the total revenue deficiency, and basically an understanding of how you were proposing to recover that total cost.  Was it all in 2011 or was it going to be spread over a number of years?


MR. MILLER:  Sure.  Just a high level estimate about the costs we have incurred in 2010 has been roughly about $70,000 to $75,000, and we will not be putting those costs forward for 2011, because we have absorbed those in 2010.


But the 2011 cost is approximately $70,000.


MR. HARPER:  Okay.  And I think you provide in your application a breakdown or suggestion -- you try to give a breakdown of what that was broken down between.  I am going a bit from memory now, because I don't have the application in front of me.  Part of that was your estimate on intervenor costs and part of it on OEB costs?


MR. MILLER:  On legal costs.


MR. HARPER:  On legal costs, right.  And the $70,000, that is all just included in the OM&A expense as part of your OM&A expense for the 2011 rate application?


MR. MILLER:  That is correct.


MR. HARPER:  Right.  Okay, fine.  If I go to VECC 43(a), given we seem to be out of IFRS, into IFRS, out of IFRS again, this question may be a little bit dated, but I was just looking for some clarification here, in that in your response to -- in your response to VECC 32(b), you stated that the asset management plan was based on IFRS.  Then in this response 43, you indicated that it was based on GAAP.


But I was just trying to reconcile those two statements and get a clear understanding of what basis the asset management plan was put together on.


MR. SCHAEFER:  I can respond to that question.  It is true that the asset management plan was based on IFRS, okay, and that is the, so the reference in 32 is correct.


MR. HARPER:  Right.


MR. SCHAEFER:  And 43, the difference between the two numbers posted is the non-allowable costs that fall under IFRS.


MR. HARPER:  And so the asset management plan would have been based on the IFRS costs, say, shown here in response to part (a) of No. 43, then?


MR. SCHAEFER:  Right.  In 43, it refers to appendix G.


MR. HARPER:  Yes.


MR. SCHAEFER:  It is actually our green energy plan, and that is where the confusion lies.  The green energy plan was indeed prepared in GAAP.


MR. HARPER:  Okay, so that was in GAAP.  Okay, maybe that is helpful.  Okay, thanks.


MR. GRIBBON:  If I could just clarify on that, in the end, now everything is back to GAAP.


MR. HARPER:  That's why I said, as a preface to this, you know, this is more a matter of just sort of if I am going back and reading things and saying, Okay, this one I can take as it was, because it is in GAAP and it was always in GAAP.  This one is an IFRS one, so I am going to have to realize those numbers aren't quite consistent with what you are asking for now, just so I can understand.


If I go to VECC No. 46, and now I guess maybe it was just probably me.  The response was that the schedule had been reissued.  I wasn't too sure.  In going through the materials, I couldn't find it.  It was maybe just me not having looked carefully enough, but is there a particular appendix or reference where that schedule -- that reissued schedule is located?


MS. DINIS:  It is OEB IR No. 20.  But so you don't have to go over the 3,000 responses, we are handing it out again.


MR. HARPER:  Thank you very much.  When you first said "reissued", I had gotten the blue page updates the same day and I was going through those to try to find and see if it was there, but that's great.


[Mr. Cheung passes out the document referred to by 

     Ms. Dinis]


MR. HARPER:  The next question had to do with your response to VECC No. 47.  This was dealing with the financial services you received from Hydro One Networks Inc. and the increase between 2010 and 2011, and you referred us to OEB Staff Interrogatory No. 23, which I believe makes reference to an increase in internal audit requirements.


Internal audit is one of the areas where you get services from your affiliate, Hydro One Networks Inc.  I was just wondering if you can describe for us what gave rise or what was the additional internal audit activity that you expected to have anticipated as being requirements of Hydro One Brampton for 2011 as opposed to 2010?


MR. GRIBBON:  Sure.  I will answer that.


Internal audit, depending on their time schedule, will spend some time at Hydro One Brampton.  And over the past few years, we have had different audits, procurement audits, an operations audit recently, health and safety audits in the past.


And the allocation to Brampton for internal audit costs is a direct relation of the time that they spent, and that is a normal part of the process.


Some years it will be more.  Some years it will be less.


MR. HARPER:  So what are the particular areas that are slated for internal audit in 2011?


MR. GRIBBON:  That has not been determined yet, to the best of my knowledge.


MR. HARPER:  So the increase in costs here is in anticipation there will be more areas subject to internal audit in 2011 than there were in 2010?


MR. GRIBBON:  The increase in cost is based on time spent in prior audits in prior years, and it is a cost recovery mechanism.  It is a way of recovering the costs from all of the subs.


MR. HARPER:  So is it fair to say that your 2011 allocation is based on, say, 2010 time, if I understand what you are telling me?


MR. GRIBBON:  I am not sure if it is based on 2010 time or what the time frame is.


MR. HARPER:  But it is based on some historical -- it is based on some historical reflection.


MR. GRIBBON:  Yes, correct.


MR. HARPER:  So if there was a year where there was a low level of internal audit activity, that would be reflected in some future year's allocation, and things would move forward on a rolling basis that way?


MR. GRIBBON:  Yes.


MR. HARPER:  Okay, fine.  Thanks.


I think Mr. Cowan has covered my question number 18, so we can pass over that one.


And then in VECC 49, we had asked about whether the note that is held by Hydro One Inc., that is actually callable at Hydro One's option.  You referred us to a School Energy Coalition IR, and that IR seemed to discuss entirely whether Hydro One Brampton had the option of being able to call the loan sort of on the other side.


So I was wondering if you could answer the original question and just let us know whether the note that is held by Hydro One Inc. for Hydro One Brampton is callable on Hydro One Inc.'s side.


MR. GRIBBON:  I will take that one.  Yes, it is.


MR. HARPER:  Okay, that's fine.  And the final one had to do with, as part of your application, you are seeking to defer -- you are seeking to seek recovery of or disposition of some of the deferral accounts associated with taxes.


I will leave it to Mr. Shepherd to get into the nuances of the calculation of the accounts themselves, but I just was wanting to look at the allocation of the disposition you are seeking recovery for through the customer classes.


Here, you were using -- proposing to use distribution revenue by customer class as the allocation factor.  I was wondering what the particular rationale for that was and, in particular, why -- if you have a cost allocation that allocates net income to customer classes, why that mightn't be a better way of allocating the taxes to customer classes, since at least to my simple knowledge, they're basically predicated on net income.


MR. GAPIC:  I can speak to that.  In establishing the rate slivers that related to the PILs amount billed for the years 2002 -- in fact right through to 2005, the RAM models basically used distribution revenue shares by customer class.


And it was determined that distribution revenue shares would basically drive those differences in variances, as well, due to the fact that net income is after tax to begin with and also net income isn't used typically as an allocator.


In fact, if you look at the EDDVAR report, there is no example where net income is used to allocate any amounts for disposition across different customer classes.


We felt that based on the accumulation of the dollars or a collection of the dollars that related to PILs, that would be a direct cost relationship, cost causality, between disposition of those amounts versus how they were collected.  It is a matching.


And the same customers that basically paid the amounts based on the slivers would then be subject to true-up in the same proportion.  So it is equity.  It is fair. 


MR. HARPER:  Okay, fine.  That's fine.  Those are all of my questions. 


MS. HELT:  Unless anyone has any follow-ups with respect to Bill's particular questions, maybe this would be a goods time to take a short break? 

Continued Questions by Mr. Shepherd:


MR. SHEPHERD:  Yes.  I just want to raise one thing before we break.


There are a number of questions on your claim for account 1562 clearance, and they could take a long time today.  I know Duncan is here for that, and I certainly have lots and lots.


And the reason I want to raise this is because we are going to ask the Board Panel to make a decision on whether this should be on the issues list at all or whether it should be deferred until the decision in 2008-0381 is complete.  That process is going to be complete in the next couple of months.


I wonder whether it makes some sense to defer the two or three or four hours or whatever of questions on that subject that would otherwise come up today until that is dealt with.


So I am raising it before the break so that the company can have some time to think about that. 


I should add one thing.  It is clear, I think, and certainly we are going to propose to the Board Panel, that we can't proceed with an ADR next week because we won't have an opportunity to ask questions on your business plan in the technical conference.


And so likely we will suggest to the Board that next week we ask questions on the business plan.  In any case, you have a number of undertakings and it will be a challenge for you to get to them by next week anyway. 


So I am wondering whether we could have those questions on 2008-0381 next week, if the Board decides to leave it on the Issues List.


If not, then we have saved a whole lot of time for everybody.


So that is the suggestion I am raising now, and I am suggesting it now so that when you go away on the break, you can talk about it.


MS. HELT:  Just to be clear -- and Mr. Shepherd did indicate this –- obviously, if a request like that is made, it will be up to the Panel to decide.  So the Panel may very well say proceed with the ADR.  The confidential information has been available to you for some time.  Or they may not.


But I am just setting that out for you, as well.


So if we can take a break until 20 after 11:00, and then we will start again.  Thank you.


--- Recess taken at 11:06 a.m.


--- On resuming at 11:28 a.m.


MS. HELT:  Okay, perhaps we can get started.  Just at the break I was provided with a copy of the table referenced in undertaking JT1.3.  Mr. Cooney is now just passing that around to the parties, so thank you for that.


I believe Mr. Aiken is proceeding next with his questions.


MR. AIKEN:  Thank you, Maureen.

Questions by Mr. Aiken:


MR. AIKEN:  You have a copy of my questions, so I am going to be basically working my way through them.  Question 1 is in reference to Energy Probe Interrogatory No. 5 and appendix AX:

"Please confirm that the changes in rate base and depreciation expense noted in the response to the Energy Probe interrogatory are reflected in the changes shown..."


In Appendix AX, not the September 2nd letter anymore.


MS. DINIS:  Yes, they are.


MR. AIKEN:  Okay.  Question 2, the reference is to Energy Probe Interrogatory No. 6, part (d) and appendix AX.


First part of question:

"Please confirm that the revenue requirement shown in appendix AX supersedes the revenue requirement shown in Appendix A and the Revenue Requirement Work Form attached to the September 2nd, 2010 letter."


MR. GAPIC:  Hydro One Brampton confirms appendix AX does in fact supersede the appendix A in the September 2nd letter.


MR. AIKEN:  The second part of the question:

"Please confirm that the 2011 forecast of $12.4 million for contributions and grants was based on IFRS and that the GAAP figure now being used is 14.6 million."


MS. DINIS:  We confirm that.


MR. AIKEN:  And the third part of the question:

"Has the 2011 forecast utilizing GAAP of $11.6 million been reflected in the update provided in Appendix AX?"


MS. DINIS:  Yes, it has.


MR. AIKEN:  Okay.  Question 3, the reference is here Exhibit 2, tab 5, schedule 1.0, table 1 of the blue page update.  


The footnote on the updated table indicates that the above capital expenditures include $300,000 of borrowing costs.


Please indicate which year or years the $300,000 relates to.


MS. DINIS:  $300,000 relates to 2011.


MR. AIKEN:  Are there any borrowing costs in the 2010 figure provided there?


MS. DINIS:  Yes, there are.  There is, in borrowing costs, I believe $453,000.


MR. AIKEN:  And both of these numbers are related to CWIP interest?


MS. DINIS:  Correct.


MR. AIKEN:  Can you provide the interest rate for 2010 and 2011 that you are using to forecast these costs?


MR. GRIBBON:  I have that.  That is 4.61 in 2010 and 5.11 in 2011.


MR. AIKEN:  Thank you.  Question 4, it is in reference to Energy Probe Interrogatory No. 7 and Appendix AX and Exhibit 2, tab 1, schedule 1.0, table 1.  The first part of the question:

"Please confirm that the net book value shown in the response to the Energy Probe interrogatory have been reflected in the updated rate base figure of $332,782,939 in Appendix AX.  If this cannot be confirmed, please explain why these figures are not reflected in the update."


MR. GRIBBON:  Confirmed.


MR. AIKEN:  Question -- sorry, part (b), does table 1 require an update, then?


MR. GRIBBON:  We have a table to hand out, and table 1, this table that we are about to hand out includes the updates.  It reflects the updates.


MR. AIKEN:  Okay.


MS. HELT:  We will mark this as Exhibit KT1.4.

EXHIBIT NO. KT1.4:  TABLE 1.


MR. AIKEN:  While that is coming around, I will move on to question 5.  The reference is to Energy Probe 10(c) and Exhibit 2, tab 4, schedule 2.0, table 2:

"Please provide the cost of power using the two adjustments noted in the response applied to the non-RPP volumes."


MR. MILLER:  Yes, the cost of power is now increased from the previous number, and it is 263,230,300.


MR. AIKEN:  Sorry, can you repeat that again?


MR. MILLER:  $263,230,300.


MR. AIKEN:  Thank you.  And what is the impact on the rate base of that new number?


MR. MILLER:  Rate base declines or decreases by $1,028,014.


MR. AIKEN:  Question 6 is in reference to Energy Probe interrogatory 15:

"Please confirm that the road widening projects included in the 2010 capital expenditure forecast have been finalized and are close to the forecasted amounts shown."


MR. SCHAEFER:  We can confirm that, yes, on both counts.


MR. AIKEN:  Okay.  Question 7, the reference is Energy Probe Interrogatory No. 17 and Exhibit 2, tab 5, schedule 7, table 1.  The first part of the question:

"The response to parts (a) and (b) of the interrogatory response refers to Energy Probe Question 7 in relation to Vehicle 76.  Is this the correct reference?"


MR. SCHAEFER:  No.  The reference should be to OEB question 7.


MR. AIKEN:  OEB, okay.  It is not clear if the 2010 capital expenditure of $137,198 is included in rate base at the end of 2010.  So is this amount included in the $1.9 million shown in table 1 of exhibit 2, tab 5, schedule 7?


MR. SCHAEFER:  I can answer that.  The 137 is not included in the rate base at the end of 2010, and it is included in the 1.904 value.


MR. AIKEN:  Okay.  So it is not in rate base, but it is in the 1.9?


MR. SCHAEFER:  Correct.


MR. AIKEN:  Okay.  Please confirm that the $139,356 shown as a capital expenditure for 2011 in part (a) of the Energy Probe response will not be included in the 2011 rate base.


MR. SCHAEFER:  That is correct.


MR. AIKEN:  Question 8 refers to Energy Probe Interrogatory 19, part (e).


The 2011 original column shows kilowatt figure of 5,862,912.  However, this does not appear to be the sum of the kilowatt figure shown by rate class for 2011.  If required, please provide a corrected table in response to part (e).


MR. MILLER:  Actually, what we have done here is we would like to give you an update as to the number as opposed to providing the whole table again.


MR. AIKEN:  Sure.


MR. MILLER:  The number is 5,788,523.


MR. AIKEN:  Thank you.  Question number 9 refers to Energy Probe Interrogatories 19 and 21.


Please provide an updated version of the table provided in response to part (e) of Energy Probe 19 for 2011 only that incorporates both the average growth forecast as shown in that response, with the impact of using the ten-year average for heating and cooling degree days discussed in Energy Probe No. 21.


MR. MILLER:  Yes.  We have not provided such table.  We thought this question probably should have been requested in the original set of IRs and thought it was a little too detailed for this level.


MR. AIKEN:  Sorry, you are refusing to do an undertaking?


MR. MILLER:  Yes.


MR. AIKEN:  Question number 10, Energy Probe Interrogatory No. 22, there still appears to be a mismatch between tables 5 and 6 with respect to the USL and GS greater than 50 customers.  For example, table 5 shows 1,105 USL customers in 2003, while this figure is shown for GS greater than 50 customers in table 6.  Please provide a corrected version of the table or tables.


MR. MILLER:  Yes, we will.  We will actually blue page these.  We don't have them here today, but we will blue page them.


MS. HELT:  That will be undertaking JT1.4.

UNDERTAKING NO. JT1.4:  TO PROVIDE CORRECTED VERSION OF THE TABLE OR TABLES REFERRED TO IN ENERGY PROBE TECHNICAL CONFERENCE QUESTION NO. 10.


MR. AIKEN:  Question 11 is in reference to Energy Probe Interrogatory No. 22(g).


Please explain why additional volumes of customers have no impact on the revenue deficiency.  In particular, please explain why additional volumes and customers do not change the distribution revenues at current rates.


MR. MILLER:  Yes.  We have taken a look at that inquiry again.  We do realize that, in fact, it does impact the revenue deficiency.


MR. AIKEN:  It would also impact the revenue requirement; correct? 


MR. MILLER:  Not the revenue requirement. 


MR. AIKEN:  So the revenue requirement is independent of volumes?


MR. MILLER:  Well, the revenue requirement is established based on rate base.  It is not -- it will affect rates, but there will be no impact to revenue requirement.


MR. AIKEN:  So you don't have a working capital requirement if the volumes go up and your cost of power goes up?  That is interesting. 


MR. MILLER:  Yeah. 


MR. AIKEN:  Question No. 12...


MR. MILLER:  Just one moment please. 


[Witness panel confers.]


MR. MILLER:  Sorry.  Proceed. 


MR. AIKEN:  Question No. --


MR. MILLER:  Sorry.  Actually, before I leave that question, I did want to point out that we did take a look at the projection of customers using your preferred geomean growth rate, and when we looked at 2011 over 2010, that methodology calls for approximately 6,280-customer growth over one year.


Historically, I looked at the growth from 2007 to 2008 and 2008 and 2009, and that was just under 3,500 customers, and 1,438 customers respectively.


MR. AIKEN:  Okay.  That ties into question No. 12, which is in reference to Energy Probe No. 22 and Exhibit 3, tab 2, schedule 3, table 8:

"Please confirm that based on the original forecast of 123,660 residential customers for 2011..."


Which I understand is an average for the year.

"...that as of August 2010, HOB needs only 354 customers below this level."


Is that correct? 


MR. MILLER:  That is correct. 


MR. AIKEN:  Question 13, it refers to Exhibit 3, tab 2, schedule 3, tables 5 through 8:

"It is not clear how the customer number forecast shown on table 8 for 2010 and 2011 were calculated based on the figures shown in tables 5, 6 and 7.  For example, the growth in residential customers from 2010 to 2011 is approximately one percent, whereas the growth rate of the exponentially smooth customer numbers for 2009 shown in table 7 is two percent.
 Also as an example, the implied growth rate from 121,041 actual residential customers in 2009 shown in table 5, to the forecasted level of 122,377 in 2010 is 1.1 percent.  For each rate class, please show the calculation of the number of customers for 2010, showing the starting point of 2009 actual customers and the growth rates used.  If the growth rates do not correspond to the 2009 figures, shown in table 7, please explain the meaning of the statement at lines 8 and 9 of page 8 of Exhibit 3, tab 2, schedule 3."


MR. MILLER:  Yes, we have prepared some information on that.


Just a footnote, and I think what might be throwing off some of your numbers a little bit is that the values for January and February are based on actual numbers.  They're not projected.  I think that is what is skewing your numbers slightly.


MR. AIKEN:  So 2010 includes actuals for January and February?


MR. MILLER:  That is correct.


MR. AIKEN:  Does it also include actuals for volumes, or just customer numbers?


MR. MILLER:  That, I am not sure of. 


MR. AIKEN:  Could you undertake to find out? 


MR. MILLER:  Yes.


MS. HELT:  That is Undertaking JT1.5.

UNDERTAKING NO. JT1.5:  to CONFIRM WHETHER 2010 NUMBER INCLUDES ACTUALS FOR VOLUMES.


MR. AIKEN:  Question 14 is in reference to Energy Probe No. 23 at Exhibit 3, tab 2, schedule 3.1, table 1:

"Please reconcile the 2009 heating degree days of 3,835.8 shown in the response to the interrogatory with the January through December 2009 figures shown in table 1 of Exhibit 3, tab 2, schedule 3.1."


MR. MILLER:  Yes.  There was -- we looked into this.  We did find that March and April of 2009 were off slightly, and the corrected numbers should be -- or was 515.60 and 295.90.


And those numbers should be 533.80 and 305.80. 


And when we go to do our final forecast, we will make sure these values are corrected in the model. 


MR. AIKEN:  And what do you mean by your "final forecast"?  Are you planning on updating the evidence before next week? 


MR. MILLER:  We are not planning on it, but if there are any revisions obviously we will have to incorporate these in it anyway.  So at that point in time, we will model it.


MR. AIKEN:  Question 15, interrogatory -- refers to Interrogatory No. 26 of Energy Probe, part (a):

"Please explain why there is a reduction in revenue in part (c) of the response for the rate classes that have a higher kilowatt forecast than in the original evidence.  Did HOBNI change some other billing determinant in addition to the kilowatt billing determinant?  And if yes, please explain."


MR. MILLER:  There was an error in the original table that was handed out.  I do have updated values, if you would like me to review them with you. 


MR. AIKEN:  Yes.  Could you actually file the corrected table? 


MR. MILLER:  Sure. 


MS. HELT:  Do you have copies of that here with you? 


MR. MILLER:  No, I don't.


MS. HELT:  So that will be in the form of an undertaking, then?


MR. MILLER:  Sure.


MS. HELT:  JT1.6.

UNDERTAKING NO. JT1.6:  to UPDATE TABLE IN RESPONSE TO ENERGY PROBE INTERROGATORY NO. 26(A).


MR. AIKEN:  And I think we can skip part (b) of the question, if I get the new table.


Question 16 refers to Energy Probe Interrogatories 29, part (c) and 17, part (b).


First part:

"Please reconcile the market value of the vehicles to be replaced in 2011 of $138,500 shown in the response to Interrogatory No. 17, with a statement in response to Interrogatory No. 29 that the net gain or loss will be close to zero."


MR. SCHAEFER:  The market values are estimates only, and due to the uncertain nature of future market values, we figure that the net value there will end up being close to being zero.


MR. AIKEN:  Can you explain that?  It seems like you have two market values, 138 and zero.


MR. SCHAEFER:  The 138 is a sum of all of the vehicles that were projected to be replaced in 2011.  That is based on the fleet assessment plan that was provided by a third party consultant. 


However, our experience to date has been somewhat different. 


MR. AIKEN:  Okay.  That leads me to part (b) of the question:

"Have you recorded any revenues in account 4355 in 2011 year-to-date?  If so, what is the amount recorded?"


MR. SCHAEFER:  We have actually recorded some nominal revenues in that account.  It totals $5,630. 


MR. AIKEN:  How much of that is related to vehicles and how many vehicles were sold? 


MR. SCHAEFER:  It is the total amount of vehicles that were sold, and I don't have the actual count. 


MR. AIKEN:  Question 17 refers to Energy Probe Interrogatory No. 29, part (e):

"The response provided is not complete.  Please provide the interest rate used to forecast the 2011 figure, along with the average balance which is applied to arrive at the forecast of $2,799."


And secondly:

"How is that interest rate determined?"


MR. GRIBBON:  The interest rate is 1.92 percent, and it is the Bankers' Acceptance rate, plus 0.15 percent. 


MR. AIKEN:  Okay.  I can back out the balance.


So part (b):

"What was the average interest rate and average balance in 2009 that resulted in the interest revenue of $26,800?"


MR. GRIBBON:  The average interest rate is 0.69 percent, and the 2009 average balance was an overdraft of approximately 9 million.


MR. AIKEN:  Question 18, the references are Energy Probe Interrogatory No. 21, part (g) and Exhibit 3, tab 4, schedule 1.1, tables 1 and 2.


The first question:

"Please explain where in table 2 the revenue that was formerly shown in 'Miscellaneous Energy Charges' (Was Bell Co) is shown for 2011." 


You talked to Bill earlier today and I jotted down that one of the accounts was the account setup charge.  What were the other -- I think there is a second account you mentioned.


MR. GRIBBON:  It was the account setup charge and collection of account charge.


MR. AIKEN:  Can you also explain on that same schedule why there is $57,000-and-change forecast in that account for 2010, when there is nothing shown for 2009 on an actual basis?


MR. GRIBBON:  I am not familiar with the details of that account, the $57,000.


As I mentioned earlier to the previous question on this, the "Was Bell Co" comment should be removed from that.  But I am not -- I am not familiar with the specific amounts that make up the $57,000.


MR. AIKEN:  Question 19, the references are appendix AX and Exhibit 1, tab 2, schedule 3.1.

"Please explain why the distribution revenue shown in the Revenue Sufficiency/Deficiency sheet of $58,744,770 is higher than the $58,552,937..."


I think you have already explained this earlier today?


MR. GAPIC:  That's correct.


MR. AIKEN:  That's fine.  Question 10 (sic), Exhibit 4, tab 1, schedule 1:

"How has HOBNI forecast the $0.8 million associated with the MFNR processing of meter read data?"


Is this an estimate that you received or...


MR. MILLER:  Actually, I believe you are referring to the MDMR?


MR. AIKEN:  Sorry, yes, MDMR.


MR. MILLER:  I believe I already answered this previously.


MR. AIKEN:  Can you just go over the answer with me?


MR. MILLER:  Sure.  We participated in a conference call with the IESO and the SME.  This was back in April of this year.  And at that point in time, they gave us estimated costs for meter reads per customer per month.


And those costs are supposed to be -- or, sorry, those costs are for the reading and processing of smart metering data, and when we take the rate that they gave us times the number of customers, we came out to just a little under 800,000.


MR. AIKEN:  Okay.  Now, have you asked for a variance account around this amount, this $800,000 that you are including in the revenue requirement?


MR. MILLER:  Yes.  That is included in our original evidence at Exhibit 9, tab 3, schedule 1.1, page 7 of 10.


MR. AIKEN:  Thank you.  Question 21, the reference is Appendix AX and Exhibit 2, tab 2, schedule 1.2, the blue page update.  Please reconcile the depreciation figures shown in Appendix AX of roughly $12.5 million with the figures shown in the blue page update for 2011.


MR. GRIBBON:  The 12.5 million is the beginning number.  Trucks and stores equipment is roughly a $1 million, major tools $167,000, and removal costs offset those additions and that is roughly $1.9 million.


MR. AIKEN:  Thank you.  Question 22, the reference is Energy Probe Interrogatory No. 32.  The forecast for 2010 shows an increase in OM&A of more than 2.5 million as compared to 2009.  However, the year to date June figures show as increase of only 0.2 million.  Please explain why the 2010 OM&A forecast is still relevant in light of this difference.


MR. GRIBBON:  The 2010 forecast we have recently reduced by roughly $1 million, and that is due to lower meter base repairs and lower line maintenance costs.


MR. AIKEN:  Sorry.  That was, you said, $1 million?


MR. GRIBBON:  Yes.


MR. AIKEN:  Okay.  Question 23 refers to Energy Probe Interrogatory No. 33, part (e), OEB Interrogatory No. 23 and Exhibit 4, tab 2, schedule 1.2, page 7.


The original evidence states that the 221,000 increase in Hydro One corporate charges is related to IFRS implementation.  The response to the Energy Probe interrogatory indicates that this is not the case and refers to OEB Interrogatory No. 23.


Please explain where the $221,000 is contained in the response to the OEB Staff interrogatory.


MR. GRIBBON:  There was an error there.  The increased costs were due to controllership costs of $135,000 and increased audit costs of $64,000.


MR. AIKEN:  Question 24 refers to Energy Probe Interrogatory No. 35 and Exhibit 4, tab 2, schedule 1.3, table 1.


Please provide a revised table 1 that reflects the changes from the September 2nd, 2010 letter and the corrections noted in part (c) and (e) of the interrogatory response.


MR. GRIBBON:  We have a revised table.  We can circulate that.


[Document is passed out]


MS. HELT:  We will mark that as KT1.5.

EXHIBIT NO. KT1.5:  REVISED TABLE WITH REFERENCE TO ENERGY PROBE TECHNICAL CONFERENCE QUESTION 24.


MR. AIKEN:  Question number 25, the references are appendix AX and Energy Probe Interrogatory No. 43.  Please explain the different 2011 depreciation figures of $12,509,107 in appendix AX and the $12,612,711 shown in the response to the interrogatory.


MR. GRIBBON:  I believe I have already just answered that.


MR. AIKEN:  Well, I thought the numbers you gave me totalled 1.9 million.  This is a, like, $109,000 difference.


MR. GRIBBON:  Well, there is two parts to it.  The difference between the two figures is due to 1 million of removal costs and 1.1 million of depreciation allocated to overhead.


MR. AIKEN:  So it is the difference between those two numbers?


MR. GRIBBON:  Yes.


MR. AIKEN:  So the numbers you gave me before that added to 1.9 million, they shouldn't have been added together?


MS. DINIS:  That's correct.  They should have been subtracted from each other.


MR. AIKEN:  Okay.  Can you provide a version of the table showing the 2011 depreciation expense that is consistent with the figures shown in appendix AX, or would that just simply be a bottom-line adjustment?


MR. GRIBBON:  We have another table that we could supply that will answer your questions on that.


[Document handed out]


MS. HELT:  Exhibit KT1.6.

EXHIBIT NO. KT1.6:  REVISED TABLE WITH REFERENCE TO ENERGY PROBE TECHNICAL CONFERENCE QUESTION 25.


MR. AIKEN:  Question number 26, the reference is Energy Probe Interrogatory No. 46.

"Please provide any material that HOBNI is relying on to claim that it is not eligible for the Provincial Small Business Deduction due to having taxable capital of more than $10 million."


MR. GRIBBON:  Hydro One Brampton is associated with Hydro One Networks, and Hydro One Networks has taxable capital in excess of $223 million.


There is a small business limit reduction calculation that is done in the tax return, and as a result, we are not subject to that.


MR. AIKEN:  So you have no document?  The reason I am asking this is because the Board has found in previous cases that this $10 million, which is a federal capital limit, does not apply to the Provincial Small Business Deduction.


And I can tell you in previous cases before the Board, the Board has always found that any utility, regardless of their capital level, is eligible for the Small Business Deduction.  In fact, if you read the budget documents, it says that this reduces taxes for every corporation in the province.  So I will leave that for now.


The second part of the question:

"How many positions does HOBNI forecast it will have in 2011 that are eligible for each of the Ontario Apprenticeship Training Tax Credit, the Federal Apprenticeship Job Creation Tax Credit and the Cooperative Education Tax Credit?"


MR. GRIBBON:  We would see similar levels to previous years.


MR. AIKEN:  And that brings me to part (c):

"Please provide the Ontario Apprenticeship Training Tax Credit, the Federal Apprenticeship Job Creation Tax Credit and the Cooperative Education Tax Credit claimed on your 2009 tax return."


MR. GRIBBON:  The Ontario Apprenticeship Training Tax Credit is approximately $40,000.


The Federal Apprenticeship Job Creation Tax Credit is approximately $9,000.


And the Cooperative Education Tax Credit is 14 -- approximately $15,000.


MR. AIKEN:  Thank you.


Question 27 refers to OEB Interrogatory No. 36 and Energy Probe Interrogatory No. 48, part (f):

"HOBNI has not updated table 3 as requested."


So these are my questions.  (a):

"Why has Hydro One Brampton assumed the debt to be issued by its parent in both 2010 and 2011 is 30-year debt?"


MR. GRIBBON:  The debt is consistent with the long lives of the assets.


MR. AIKEN:  Are you aware that your affiliated companies underpin their long-term assets with a mix of five-, 10 and 30-year debt?


MR. GRIBBON:  I am.


MR. AIKEN:  And so why doesn't Brampton follow the same process?


MR. GRIBBON:  Most of our assets fall into that longer-life category.  And as a result of our recent depreciation review and the OEB's study on depreciation and asset lives, I would think 30 years is still appropriate.


MR. AIKEN:  Part (b):

"Please confirm that Hydro One Inc. issued debt in March of 2010, and was any of this debt for



Brampton?"


MR. GRIBBON:  Hydro One Inc. did issue debt in March of 2010, and none of it was earmarked for Hydro One Brampton.


MR. AIKEN:  Part (c):


"Was any of the debt issued by Hydro One

Inc. in September of 2010 allocated to Brampton?"


MR. GRIBBON:  No.  None of it was allocated to Brampton.


MR. AIKEN:  Can you confirm that Hydro One Inc. forecast to issue equal amounts of five-year, 10-year and 30-year debt in both 2010 and 2011?


MR. FORTINI:  If I may, with all due respect, I don't think Mr. Gribbon is able to answer that question.


We are looking at future events within the control of another entity.


MR. AIKEN:  All right.  Just to let you know, it is on the record in the EB-2010-0002 Hydro One Networks case.


Question 28 refers to Energy Probe Interrogatory No. 48, part (g):

"The response indicates that CWIP is excluded from rate base, and as a result there is no change impact on rate base of a change in the CWIP interest rate."


So I have a number of questions here.


Is Brampton saying there are no carrying costs associated with CWIP in 2010 or previous years that enters rate base in -- either by the end of 2010 or at any time in 2011?


MS. DINIS:  No, we are not saying that.  Any carrying costs associated with the capital addition that moves from CWIP into in-service will be in rate base.


MR. AIKEN:  So can you explain the original response, then, that CWIP is excluded from rate base?  Are you saying that the definition of CWIP changes?


MS. DINIS:  No.  What we're saying is if a project is in CWIP, it is not in rate base for that year.  Once it moves into service, when the asset moves into service, then it is in rate base.


MR. AIKEN:  Okay.  Then so part (b):

"What is the amount of CWIP interest in 2010 that is forecast to be closed to rate base in 2010?"


MS. DINIS:  We expect around 85 percent of our projects to move from CWIP to in-service, which is about $375,000 of interest.


MR. AIKEN:  And similar, what is the amount of CWIP interest in 2010 that was forecast to be closed to rate base in 2011?  That would be the other 15 percent?


MS. DINIS:  That's correct, about $68,000.


MR. AIKEN:  And the amount of CWIP interest in 2011, that would be closed to rate base in 2011?


MS. DINIS:  Approximately $250,000.


MR. AIKEN:  Question No. 21 refers to Energy Probe Interrogatory No. 50:

"Is the request for the deferral account related to IFRS?  And if yes, are you withdrawing the request?"


And I think we heard this morning that the answer is "yes" and "no" to those two questions?


MS. DINIS:  Yes, it is related to 2012 for IFRS.  And no, we are not going to remove it from this application.


MR. AIKEN:  Okay.  Question 30, Energy Probe Interrogatory No. 53 and appendix AX:

"Can you please update the response to part (b) to reflect the information contained in appendix AX?"


And then I will read part (b) as well:

"Update the response to part (c) to reflect the information contained in appendix AX."


MR. GAPIC:  Yes.  We've got a handout for the tax adjustments, the change to the tax adjustments to accounting income.  We will circulate that.


MR. AIKEN:  Okay.  I assume that that takes into account my questions on part (c), (d) and (e) as well?


Or are those different schedules?


MR. GAPIC:  They do tie back to one another.


MR. AIKEN:  Okay.


MR. GAPIC:  (C), (d) and (e), we can look at those and explain those a bit further.


[Document handed out.]


MS. HELT:  We will mark this as KT1.7.

EXHIBIT NO. KT1.7:  ONE-PAGE DOCUMENT OF CHANGES TO TAX ADJUSTMENTS.


MR. AIKEN:  So then just on part (c) --


MR. GAPIC:  Part (c), yes.


MR. AIKEN:  Does the information you have provided in KT1.7 reflect the revised CCA continuity schedule?


MR. GAPIC:  The tables that we're handing out do not reflect the revised CCA continuity schedules.  Those have been provided in the October 1st filing in appendix AW.


So they are there.


MR. AIKEN:  Okay.  And has appendix AW reflected the correction for CCA class 52?


MR. GAPIC:  Yes, it has.


MR. AIKEN:  Okay.  And (e):


MR. GAPIC:  (E), yes.


MR. AIKEN:  Let me just see what this is about.  Appendix A, yes.  Appendix A to the September 2nd letter was a full-page table that shows the starting point and the adjusted revenue requirement based as it was at September 2nd.


Can you provide an updated response to that so we can track through all of the changes and get the new ending point in Appendix AX?


MR. GAPIC:  Yes, we have an update schedule to circulate.


MR. AIKEN:  Okay.


[Document distributed]


MS. HELT:  KT1.8.

EXHIBIT NO. KT1.8:  UPDATED SCHEDULE WITH REFERENCE TO ENERGY PROBE TECHNICAL CONFERENCE QUESTION 30


MR. AIKEN:  Question 31, the reference is to Energy Probe Interrogatory No. 54 and Appendix AX.


I think the one -- you can correct me if I am wrong, but I think the $1 million increase is due to the pension costs.


MR. GAPIC:  That's correct, in relation to OMERS.


MR. AIKEN:  If the $1 million increase in aggregate over the 2011 through 2013 period were to be amortized over the four-year period for the IRM plan, that being 2011 through 2014, that would result in an increase in the revenue requirement of a quarter million dollars.  Under that circumstance, would a variance account still be required in the view of Brampton, and, if so, why?


MR. GAPIC:  Hydro One Hydro One Brampton believes a variance account still would be required.


Due to the uncertainties in market conditions surrounding the OMERS deficit, the -- it is really unknown for sure how long the premium increases will last.  It is possible that if market conditions improve, that the OMERS could actually cut those back and not actually go the full duration that they originally announced.


However, that being said, if the market conditions become poor and there is a greater deficit, then it is possible that OMERS could extend that premium increase to 2004 -- sorry, 2014 leaving it in or perhaps even increasing it further.  So there is a lot of uncertainty.  As you can appreciate, the OMERS fund is really driven by external markets.


In addition, if indeed the 2014 amount was extended and the OMERS increase went to 2014, we would be looking at at least a million-and-a-half increase in OMERS premiums.  We originally submitted for 2011 for a deferral account for a million, but that could actually be greater.


MR. AIKEN:  Part (b) of the question:  Has Brampton included any costs related to the $1 million incremental pension costs in the figures shown in Appendix A -- I am not sure whether that is AB or AX.


But the question is:  Have you included the $1 million or any portion of that in the revenue requirement?


MR. GAPIC:  No.


MR. AIKEN:  If the proposal in part (a) to include an incremental $250,000 in the revenue requirement for the test year were to be included, what would be the impact on the revenue deficiency calculated in appendix AX?


MR. FORTINI:  I don't believe that needs to be answered, given the answer to the previous question.


MR. AIKEN:  Sorry, you don't want anything in your revenue requirement?


MR. GAPIC:  Hydro One Brampton are seeking disposition through deferral account.


MR. AIKEN:  That is curious.  Why wouldn't you want to start recovering some of that money over the four-year IRM period, rather than having it accrue interest for four years, and then expect customers to pay for it including interest?


MR. GRIBBON:  If I may butt in, Dan?  This is a temporary increase, this OMERS increase.  I am sure all LDCs in the province will be subject to this.  It starts January 1st, 2011.  OMERS will review the status of the plan each year, and the plan right now is for it to last three years. However, it may not.  It may continue on.


So on the one hand, if you put it in the revenue requirement now, there is no provision for 2014, and in 2013 we expect this number to be roughly half-a million dollars.


If it ends early, I would not think that you would want the ratepayers to have it in rate base for those years where it doesn't apply.


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


Question No. 32 refers to Energy Probe Interrogatory No. 7, could you please provide a copy of the September 30th letter referred to in the response?


MS. DINIS:  The reference is incorrect.  It should say the September 2nd letter.


MR. AIKEN:  That is what I thought, but I was just being careful.


[Laughter]


MR. AIKEN:  Question 33 refers to Energy Probe Interrogatory No. 33, part (f).  What is the level of costs associated with the MDMR included in the 2011 revenue requirement?  Is that the 0.8 million?


MR. MILLER:  Yes.  As per Exhibit 9, tab 3, schedule 1.1, page 7 of 10, HOBNI is projecting annual ongoing cost of $758,949.


MR. AIKEN:  So that is the 0.8 million we were talking about before?


MR. MILLER:  That's correct.


MR. AIKEN:  These costs are expected to remain at this level in 2012, 2013?


MR. MILLER:  That is correct.


MR. AIKEN:  How does Brampton expect to reflect the reduction in costs in 2014 under IRM, given that the SME costs will have been recovered by the end of 2013 or are projected to be recovered?


MR. MILLER:  From the information we received, we do not see these costs going down until 2014, and at that time we expect it to be approximately $460,000.


MR. AIKEN:  So how would you expect that to be reflected under IRM or would you expect that to be reflected under IRM for 2014?


MR. MILLER:  Well, we are -- Hydro One Brampton is also requesting a variance account to cover these costs off.  So I am not too sure that I understand your question.


MR. AIKEN:  Well, these costs you are including in the revenue requirement, unlike our previous discussion.


MR. MILLER:  Right, right.


MR. AIKEN:  So the variance account is going to be over the four-year period?


MR. MILLER:  That is correct.  So any increases or decreases will be reflected in the variance account.


MR. AIKEN:  Question number 34 refers to OEB Interrogatory No. 49, and you discussed with Mr. Harper, I think, this earlier today.  It is not clear from the response whether the elimination of the provincial sales tax, effective July 1st, 2010, has resulted in lower OM&A and capital expenditure costs that have been included in the revenue requirement.


So, first of all, please confirm that Brampton has reduced the OM&A costs forecast included in the revenue requirement for 2011 as a result of the elimination of the PST, or have you partially eliminated the PST cost?


MR. GRIBBON:  I believe there are some PST savings accounted for in the OM&A number currently, but we need to review that more to determine the exact dollar impact of what PST savings have not been accounted for.


MR. AIKEN:  Now, do you have any idea of the magnitude -- this ties into the second question -- the magnitude of the PST you have paid in an historical year, PST on OM&A and the PST on capex?  Like, are we talking 100,000 on OM&A and $500,000 on capex or...


MR. GRIBBON:  I can't speculate on what the exact number would be, but we can provide more information on that, for sure.


MR. AIKEN:  Okay.


MS. HELT:  So that will be Undertaking JT1.7. 


MR. GRIBBON:  Have we not already taken an undertaking on this issue?  Bill, correct me if I am wrong.  I thought we did.


MR. HARPER:  I think when you were discussing the matter with me, I think what you had undertaken to do was try and indicate those particular cost elements or cost categories where you believe you had not made an adjustment for PST at a high level, and so it wasn't going to be any quantitative thing.  It was just going to be, you know, on these particular line items for OM&A or capital, we have not made an adjustment for PST, and we will have to come back into the deferral account, will be showing the values there.


I am not too sure how that precisely differs from what Randy is asking, but that is what we talked about earlier.


MR. AIKEN:  Yes.  It actually does sound a little bit different to me, but we can combine them into one.


But I think I am asking for something a little bit different than what Bill is asking for. 


MR. FORTINI:  Just for clarity, then, would you mind restating exactly what you are seeking, and then we will undertake it, if it is agreeable. 


MR. AIKEN:  Yes.  It is an estimate of, on your last historical year, how much PST you paid on OM&A expenses and how much PST you paid on capital expenditures.  It doesn't have to be precise.  I am just looking for an order of magnitude.


MR. GRIBBON:  We can do that.  We can supply that. 


MS. HELT:  Okay.  Again, that will be Undertaking JT1.7.

UNDERTAKING NO. JT1.7:  TO ADVISE FOR LAST HISTORICAL YEAR PST PAID ON OM&A EXPENSES AND PST PAID ON CAPITAL EXPENDITURES.


MR. FORTINI:  Thank you. 


MR. AIKEN:  So question No. 35, and this ties into the deferral account for the premature retirement of assets. 


And I guess I can ask this.  Even though you don't need it for the test year, you are still asking for it. 


So in OEB Interrogatory No. 55, you give an example of storm damage.


So my first question is:  In that storm damage example, would Brampton not bring forward an application to the Board for the recovery of the assets that were retired, and also for a change in rate base as a result of replacing those assets?


MS. DINIS:  Hydro One Brampton does not propose to include in premature losses deferral account in the one-year impact of rate base changes on revenue requirement that add -- that result from adding replacement assets at a higher carrying value than the retired asset.


We would expect that in the absence of Board guidance, revenue requirement only be rebased per standard regulatory practice and schedule.


MR. AIKEN:  And I guess that is what I am asking.  Wouldn't you think of rebasing early, if you had storm damage and it materially affected your rate base? 


[Witness panel confers.] 


MR. AIKEN:  The answer might be you just don't know.  You would have to wait and see. 


MR. GRIBBON:  It is not something that we have done in the past. 


MR. AIKEN:  Are there any situations where an asset that is retired early would not be replaced? 


MR. MASTROFRANCESCO:  I can answer that.  There are situations where assets are retired early but not replaced.


MR. AIKEN:  Can you give an example? 


MR. MASTROFRANCESCO:  One example would be subsequent road widenings of the same road, where the design may call for replacements of not for like-for-like.  The road authority might request overhead-to-underground system. 


MR. AIKEN:  Please explain the current treatment for regulatory purposes of the early retirement of an asset.  In particular, are the gross asset value, accumulated depreciation and resulting net book value removed from rate base when the asset is retired? 


MS. DINIS:  No.  Currently they are not removed.  Hydro One Brampton follows group accounting. 


So we don't remove from our asset base any items that are retired prematurely. 


MR. AIKEN:  And what about assets that are not under group accounting?  For example, vehicles?


MS. DINIS:  Vehicles, we do.


MR. AIKEN:  So they would be removed?  Okay.


MS. DINIS:  Yes, they are. 


MR. AIKEN:  Okay.  Is Brampton seeking any decision from the Board in this case as to how and when any balance in the deferral account would be disposed of? 


MS. DINIS:  Not at this time.  Any balance added to this deferral account would be subject to future Board proceedings, prior to disposition. 


MR. AIKEN:  Part (e):

"If an asset is retired early, the depreciation expense associated with that asset would be eliminated."

I am talking here, I guess, under IFRS.  

"Would this reduction in depreciation expense be included as an offset in the deferral account to the net book value charged to the account?  If not, why not?"


MS. DINIS:  When an asset is retired early, it is normally replaced by another asset. 


So we would be depreciating the new asset.  We would not be putting the reduction in depreciation expense of the old asset in the deferral account, no. 


MR. AIKEN:  But you would be including the depreciation for the new asset?


MS. DINIS:  We would be including the depreciation for the new asset, but the new asset would probably not be in rate base at the time.  It would have been the old asset. 


MR. AIKEN:  Question 36, I think I can skip.


Question 37, yes.  This refers to Energy Probe Interrogatory No. 23(f) and Exhibit 3, tab 2, schedule 3, table 9.  Please explain the significant difference in average use for the USL class and the two references.


And I guess the same question for the street lighting class.


I am happy to have this by way of undertaking, if that is better.


MR. MILLER:  Yes.  There was an error in the calculation.  We have updated the table, and we will provide a copy of that.


MR. AIKEN:  Okay.


MS. HELT:  Undertaking JT1.8.

UNDERTAKING NO. JT1.8:  to PROVIDE UPDATED TABLE EXPLAINING DIFFERENCE IN AVERAGE USE FOR USL AND STREET LIGHTING CLASSES.


MR. AIKEN:  Those are my questions. 


MS. HELT:  It is now almost 12:30.  We can either break now for lunch and then come back and start with Mr. Shepherd's questions, or -- how long do you think you will be, Jay?


MR. SHEPHERD:  Well, it depends on whether we are doing deferred PILs, but without deferred PILs probably 45 minutes.  So I would think that since we are going to have to come back after lunch anyway, it is better to have lunch now, is my suggestion.


MS. HELT:  Is that all right with everyone else? 


MR. MASTROFRANCESCO:  Sure.


MS. HELT:  An hour?  We will come back at 1:30. 


--- Luncheon recess taken at 12:28 p.m.


--- On resuming at 1:34 p.m.


MS. HELT:  Good afternoon, everyone.


Before we took our lunch break, Mr. Shepherd raised an issue with respect to whether or not Hydro One Brampton would be prepared to defer the PILs issue or account 1562 issue to a later time, or to have it taken off of one of the issues that they want the Board to consider in their application.


I understand that Hydro One Brampton has considered this issue over the lunch break and does have a position, and perhaps it would be appropriate now if that position could be indicated to all parties.


MR. FORTINI:  Thank you.  As mentioned, there has been a request made to defer the PILs issue to a later date, or other possible arrangements.


Hydro One Brampton has considered the issue and decided that it intends to proceed with the technical conference and the existing schedule.  We understand that this may result in some extra work.  However, we feel adhering to the schedule is important.


A further comment on this is that we have answered several questions this morning, and we have endeavoured to do so in a cooperative manner and to give all the help we could.  We are now about to handle or receive some more questions.


I want the record to note that we haven't had -- we haven't received any questions in advance, and, thus, although we will endeavour to answer them to the best of our ability, it may yield several undertakings, which is regrettable, because, in our view, many of these undertakings could have been avoided.


In any event, to sum it all up, Hydro One Brampton does intend to proceed with the current schedule and hopefully we will complete today's technical conference.  In the event that we don't, a suggestion has been made - and this is just an idea - if we do not get the technical conference completed today, we can perhaps resume it at the beginning of a settlement conference.  That is just an idea.  We are not proposing that.


But we do intend to adhere to the current schedule.


MS. HELT:  Thank you.  Mr. Shepherd.

Questions by Mr. Shepherd:


MR. SHEPHERD:  Okay.  I have a number of questions, and I am going to start with a follow-up on this thing about the half-year rule.


I guess I thought, in your KT1.8, there is an adjustment there to depreciation reflecting the half-year rule; right?  That is this $500,000; is that right?


MR. GRIBBON:  Could you repeat the question?


MR. SHEPHERD:  Sure.  In KT1.8, this thing you've provided today, you described an adjustment that took place in appendix AX, one of which is depreciation and amortization under the column "Depreciation Change and Half-Year Rule".  That is $500,000; right?


MR. GAPIC:  Just for clarification, are you referring to the --


MR. SHEPHERD:  This is the document (indicating).


MR. GAPIC:  One second.  Oh, that one, yes.  I've got that in front of me.


MR. SHEPHERD:  Okay.


MR. GAPIC:  In relation to the $500,000, change in half-year rule depreciation, yes, in the original letter of September the 2nd, we had shown this as an adjustment to the original revenue requirement filed on June 30th.  And this remains in here.


It is basically a reduction to the depreciation expense, because the original depreciation expense that was submitted in with the June 30th application would have had depreciation overstated due to the half-year rule not being used.


MR. SHEPHERD:  Okay.  So what I am trying to understand is two things.  First of all, did I hear correctly that that $500,000 isn't really all half-year rule; that $170,000 of it is major tools and $330,000 is removal of the half-year rule?


MR. GAPIC:  No.  This one stands on its own.  There has been, in the second column -- sorry, the third column of adjustments, expense and direct overheads, within that there is various other adjustments that relate to depreciation expense.  And that is one of them, the one you just referred to.  I shouldn't say adjustments.  I will say changes.


MR. SHEPHERD:  So the 500,000 is just the half-year rule impact?


MR. GAPIC:  Correct.


MR. SHEPHERD:  Wonderful.  I understand that.  And that is a reduction to revenue requirement, and what I didn't get is, your original filing, did it have the location and capable rule for depreciation, or did it have the full-year rule?


MR. GAPIC:  The original application had the full year, June 30th.


MR. SHEPHERD:  So your normal practice is half-year rule and you went to full year in the application?


MR. GAPIC:  Yes.


MR. SHEPHERD:  I don't understand that.


MR. GAPIC:  Up until --


MS. DINIS:  There was actually an error, and in one of the IRs we back - I believe it was to the OEB - we said we had made an error and calculated a full year's depreciation, but it was a mistake in the June 30th filing, and we acknowledge that.


MR. SHEPHERD:  This isn't an IFRS adjustment at all?


MS. DINIS:  No, it is not.  Well, you are correct.  It is not because of IFRS.  Under the IFRS filing, we had inadvertently used a full year's depreciation as opposed to when in service.


MR. SHEPHERD:  So this idea that you would have to use when the asset is in location and capable of being used rule came after that?


MS. DINIS:  I don't understand your question.


MR. SHEPHERD:  Well, you have talked about your new depreciation rule is going to be that; right?  When the asset is in location and capable of being used, you are going to start depreciating it, whatever month it is; right?


MS. DINIS:  Correct.


MR. SHEPHERD:  But your filing under IFRS didn't have that?


MS. DINIS:  The filing was incorrect, so it did not have it.


MR. SHEPHERD:  Okay.  So this $500,000 relates to just the error.  It doesn't relate to the difference between IFRS and CGAAP?


MS. DINIS:  Correct.


MR. SHEPHERD:  Thanks.  Okay, that is the first thing.  The second thing is I am trying to -- I want to follow up on something that Mr. Aiken asked you about.


He was asking you about your long-term -- your reliance on 30-year debt.  And as I understand what you said, it is that you have long-term assets, so you have long-term debt.  It is sort of pretty conventional.


And I guess the other distributors use -- have a mix, as Mr. Aiken pointed out, and what I don't understand is how you are different from them that you would want to rely entirely on long term, as opposed to Hydro One Networks, for example, that has similar assets, right, but relies on a mix.


Why are you different?


MR. GRIBBON:  Well, I guess I would wonder what the relevance with this question is.


Debt is really up to management to manage, and the debt charges is a product of the rate base.  It is in the calculation.  So whatever the -- whether we pick a 10-year term, a 20-year term or a 30-year term, that really is up to -- well, that decision will be made, I guess, when we issue the debt.


But for the purpose of this process, we've used 30-year -- a 30-year term.


MR. SHEPHERD:  Sorry.  You don't think the Board could have an opinion on that?


MR. GRIBBON:  I am sure they can have an opinion on that.  I am just not understanding what the relevance of your question is.


MR. SHEPHERD:  Well, I am trying to understand your rationale for why you are different than other distributors, because if the Board is going to assess whether it is appropriate to allow you to recover the 30-year rate from ratepayers, they've got to know what your rationale was.  So it is easier to do it here than in a hearing.


MR. FORTINI:  Mr. Shepherd, I think the rationale is already on the record.  I don't know if there is anything to add to it, but I think it has been stated.


MR. SHEPHERD:  Okay.  Well, then let me ask you:  Are your assets different than other distributors?


MR. GRIBBON:  They would be different than some.


MR. SHEPHERD:  Like Hydro One Networks, for example?


MR. GRIBBON:  I would say a lot different than Hydro One Networks.


MR. SHEPHERD:  Okay.


MR. GRIBBON:  And I would defer that to Aldo, to explain their territory versus ours.  I am sure there is a lot of difference.


MR. SHEPHERD:  So theirs are less likely to be long-lived assets?


MR. MASTROFRANCESCO:  Their assets?  It all depends on operational philosophy, condition of soil.  You know, they are more of a rural-type utility.  We are more urbanized.  So we do have different assets.


We are more, I would like to call it, intelligent-type assets.  More SCADA.  More SCADA, more protection.  Those are probably the biggest differences.


MR. SHEPHERD:  That is not what I am driving at, though.  I understand that you have different assets because you have an urban versus rural utility.  That is not my point.


What I am trying to understand is how your assets are different in terms of their expected life than the assets of HONI or somebody else.  Are they fundamentally different?


MR. MASTROFRANCESCO:  It goes back to operational practices.  We tend to be a little bit more conservative in how we load our equipment, so the tendency is for our assets to last longer.


MR. SHEPHERD:  Thank you.  My next question is also a follow-up from Mr. Aiken.  You are asking for a pension expense variance account, right?  Is that right?


MR. GRIBBON:  Correct.


MR. SHEPHERD:  I am trying to understand...


It is a deferral account, actually, right?


MR. GRIBBON:  It is, yes.


MR. SHEPHERD:  So you are not going to put any pension expense in the revenue requirement?


MR. GRIBBON:  Well, the existing pension contributions would be in there, but not these additional temporary pension contributions.


MR. SHEPHERD:  Okay.  So I didn't understand that properly.  Help me with this.


It is not a variance in your total pension expense from what you have in your rate base – in your revenue requirement.  It's only the temporary additional amount that OMERS charges you; is that right?


MR. GRIBBON:  That's correct.


MR. SHEPHERD:  So if your pension expense goes up for other reasons, that is not in the account?


MR. GRIBBON:  No.


MR. SHEPHERD:  Okay.  And --


MR. GRIBBON:  Just for your information, they have increased the contribution rates by a full 1 percent in 2011, another full 1 percent in 2012, and an additional 0.9 percent in 2013.


And they will review where their pension fund status is at the end of each year, and either continue on with this temporary increase or end it.


MR. SHEPHERD:  So how do we distinguish -- how do you distinguish between this increase and any other increase they might apply to your normal pension expense?  Or is it simply anything different from what you have now?


MR. GRIBBON:  It is fairly straightforward.  If the contribution rate is 8 percent now, and it goes to 9 percent, then that additional 1 percent would hit this account.


MR. SHEPHERD:  So any change?  Because I just asked you if there was any change, and you said no, so that is why I am asking you.  If it is any change --


MR. GRIBBON:  I am --


MR. SHEPHERD:  Any change in your contribution rate?


MR. GRIBBON:  Sorry.  I just explained that there is a 1 percent adjustment in 2012, an additional 1 percent in 2013 –- sorry, 2011, 2012 and 2013.  So those are the three years that we are ratcheting this up.


And those amounts will hit this account.


MR. SHEPHERD:  Only those amounts?  So if they change it, it doesn't hit this account?


MR. GRIBBON:  If they change it, then we will look to the Board for that approval, or look at the approval of, you know, whatever the Board approves, and that is all that we can put in the account.


MR. SHEPHERD:  So the amounts that you are putting in the account are amounts you know now?


MR. GRIBBON:  That's correct.


MR. SHEPHERD:  So I don't understand how that meets the test of a deferral account.  Can you help me?


A deferral account is for an amount either that you don't know whether you should collect it from the ratepayers, or you don't know what the amount is.  So neither of those is true in this case, right?  You are saying in both cases you should collect it from the ratepayers, and you know what the amount is.  I am just trying to understand.


MR. GRIBBON:  No, we don't know the amounts.


The amount is forecasted to be those values right now, but they could end this at the end of 2011 if the funding status of the plan is good.


MR. GAPIC:  In a situation with this deferral account, or requesting, or the use of the deferral account isn't too much different than the use of account 1508 in relation to OMERS costs that were -- that commenced after the premium holiday a few years ago.


That was a deferral account used for that, and this isn't too much different than that.


MR. SHEPHERD:  But I guess.... all right.  Okay.


So, then, next thing I want to ask you about is -- if I can find it -- is School Energy Coalition No. 9.  Do you have that?


Do you have that?  Thank you.  So I have two questions on that.


You have this pooled bank account with Hydro One Networks, right?  And indeed with Hydro One Inc., right?  It is all of the companies together, right?


MR. GRIBBON:  I know that we're pooled with Hydro One Networks.


MR. SHEPHERD:  Okay.  So basically, when you have extra cash -- is there interest on this account?


MR. GRIBBON:  Yes, there is.


MR. SHEPHERD:  And do you get your share of the interest?


MR. GRIBBON:  Yes, we do.


MR. SHEPHERD:  How is that calculated?


MR. GRIBBON:  I am not sure of the exact calculation.


MR. SHEPHERD:  Well, what I'm --


MR. GRIBBON:  It is based on the balances that each of the companies have in the account, whether they're positive or negative.


MR. SHEPHERD:  So then a company with a negative balance pays interest, and a company with a positive balance receives interest?


MR. GRIBBON:  That's correct.


MR. SHEPHERD:  Okay.  Good.  The second one is in (b) of this question.  You moved $3.4 million or $3.6 million of assets from inventory to fixed assets.


Now, what we asked you is for the impact on revenue requirement.  And you didn't respond to that.


Can you help us understand -- like normally inventory is not -- doesn't affect revenue requirement, right?  Until it is used?  But fixed assets do, so that is what I am wondering.  We asked the question and didn't get an answer.


[Witness panel confers.]


MS. DINIS:  I think at this point we are going to have to get back to you.


This was done with someone who is no longer with the company, and those of us in here would have to go back and review this.


MR. SHEPHERD:  Okay.


MS. HELT:  We will note that as undertaking JT1.9.

UNDERTAKING NO. JT1.9:  TO Explain impact on revenue requirement of moving $3.6 million of assets from inventory to fixed assets.


MR. SHEPHERD:  Thanks.  School Energy Coalition Interrogatory No. 10, I have two questions on that, although the first one I think is a fairly easy one.  In (a), we asked you about two sets of numbers, your income statement and your revenue requirement that were inconsistent with each other.  And you said the revenue requirement was more up to date.


But I take it that all of these have now been replaced?  The things we're talking about that didn't match, they're gone anyway, right, because you have now filed updates?


MR. GAPIC:  The business plan wouldn't have changed.  It is the rate application, the revenue requirement request that has been updated and changed; that's correct.


MR. SHEPHERD:  So did you file a new pro forma income statement?


MR. GAPIC:  Yes.  It was filed along with -- along with the IR responses, appendix --


MR. SHEPHERD:  I don't need to know.  I just need to know it is there somewhere.


MR. GAPIC:  It is there.


MR. SHEPHERD:  So it now matches your revenue requirement model that you filed; right?


MR. GAPIC:  Yes.  The revenue requirement model actually supported -- the revenue requirement model is what I am referring to.  The revenue requirement model has all of the revisions in it that relate to all of the changes that we have made most recently.


MR. SHEPHERD:  Oh, so you haven't filed the pro forma income statement?


MR. GAPIC:  Yes.  It is actually in the revenue requirement model.  It is part of it.


MR. SHEPHERD:  Well, it is actually a separate document and they didn't match before.  So I am asking if they match now.


MR. GAPIC:  They won't match now either.


MR. SHEPHERD:  Okay.  And the revenue requirement model is the right number?


MR. GAPIC:  It is not a matter of right or wrong.  It is the revenue requirement model supersedes what was used previously in the business plan, which had to be done on a much more expedient basis than submission of the rate application.


MR. SHEPHERD:  You still haven't changed your business plan; right?  The business plans we just got are IFRS

old -- well, actually they're both; right?  There is CGAAP and IFRS?


MR. GAPIC:  I will defer that to Jamie.


[Witness panel confers]


MR. GRIBBON:  What is the date on the business plan that was submitted that you've got?


MR. SHEPHERD:  June 5th -- approved June 5th, 2008 -- that can't be right.  Submitted to the finance, regulatory and policy committee for review May 26th, 2010.  I think that is the latest one.


MR. GRIBBON:  That was -- is it on an IFRS basis?  I don't know what you are looking at, so I have trouble...  It is on a IFRS basis?


MR. SHEPHERD:  Yes.


MR. GRIBBON:  So then that would have changed recently because of the deferral to IFRS.


MR. SHEPHERD:  Have you updated your business plan to reflect this?


MR. GRIBBON:  Yes.


MR. SHEPHERD:  Is that stuff here?


MR. GRIBBON:  If that is the most recent one that's filed, no, it is not there.


MR. SHEPHERD:  No.  So then I wonder if you could undertake to give us the most up-to-date business plan.


MR. GRIBBON:  We can do that.


MS. HELT:  JT1.10.

UNDERTAKING NO. JT1.10:  TO PROVIDE MOST UP-TO-DATE BUSINESS PLAN.


MR. SHEPHERD:  Then the other question I had -- and this may take a couple of minutes, because this is actually -- I am really confused about this.


MR. MILLER:  Sorry, if I may, that submission of the business plan would be subject to confidentiality again, as well.


MR. SHEPHERD:  You will make the same claim, that's right.


MR. MILLER:  Yes.


MR. SHEPHERD:  Because we sign the declaration undertaking doesn't mean we can't make submissions that it should be public, and the Board will make a decision on what is confidential and what is not.


Still on the School Energy Coalition No. 10, number (c) talks about this restatement that you did at the beginning of January 2010 and I have no idea what you did there.  I read all of the stuff on it and I still don't get it.


So can you help me understand what it is you did to the capital accounts on January 1st, 2010, and then reversed?


MS. DINIS:  That is for IFRS purposes, and it is no longer applicable if we are submitting 2011 under Canadian GAAP.


IFRS, one, requires that when you -- the date you convert to IFRS, that your acc dep is zero, so all your fixed assets would be the net of additions, less acc dep less contributed capital, but that is no longer a requirement for this rate filing.


MR. SHEPHERD:  So that is the first I've heard of that rule with respect to accumulated depreciation.  It didn't come up in the IFRS consultation that the Board had, and I haven't seen it in any of the materials I had.


How do you calculate your annual depreciation if the original cost of the asset isn't in your accounts anymore?


MR. GAPIC:  Can I just add something?  In the IFRS proceeding, I do believe there was an exemption you could make to use your opening book value as your net book value -- from the previous year as your opening book value.  That was my understanding, if anybody from the OEB could confirm that.


MR. SHEPHERD:  Okay.


MS. DINIS:  That is correct, and that is what our internal consultant and our external auditors agreed to, and they were going to audit the numbers if we were going to go convert to IFRS on January 1st, 2011.


Seeing as we are not going to, that point is no longer something that we need to review at this time.


MR. SHEPHERD:  So how did that interact with your new service lives under the Foster study?


I mean, the two interact, right, because you have to -- you have a new original cost or a new -- sorry, a new undepreciated cost, because you are using book value, net book value, and then you have -- Foster Associates is giving you a new set of service lives, so new depreciation rates.  So how do the two interact?


MS. DINIS:  Service lives are only for new assets added.  The Foster Associates review does not look at any assets that were put into service prior to January 1st, 2010.


MR. SHEPHERD:  You had a $7 million reduction in depreciation only from new assets from 2010 and 2011?


MS. DINIS:  No.  The useful life for assets put into service prior to 2010, there was -- although Foster Associates did not review those asset lives, the company had a working group, along with our external consultant, and revised useful lives were looked at at the time for those assets.


MR. SHEPHERD:  I was under the impression that all of your new depreciation was based on the Foster study.  So the bulk of the change in depreciation was, in fact, not based on Foster; is that right?


MS. DINIS:  I can't quantify at this point.


MR. SHEPHERD:  So what was the basis on which the working group changed the depreciation rates for the existing assets?  Was it consistent with Foster, or was it some other source or some judgment?


MS. DINIS:  It was consistent with Foster.


MR. SHEPHERD:  So you used the same numbers or you made judgments --


MS. DINIS:  Foster -- when we did the study with Foster Associates, we came up with useful lives at the component level.


If you review the Foster Associates' study that was done, they will tell you that prior to 2010, just like most other utilities in Ontario, we did not have the data to be able to componentize the assets in the field, and items were at the US of A level.


So we did do an in-depth study internally where we determined how -- what the useful life would be at the US of A level, revised, based on the componentized useful lives Foster Associates came up with.


MR. SHEPHERD:  Is that internal study in the record?


MS. DINIS:  No, it is not.


MR. SHEPHERD:  I wonder if you could undertake to provide it, then.


[Witness panel confers]


MR. MASTROFRANCESCO:  Yes, we will undertake it.


MR. SHEPHERD:  Thanks.


MS. HELT:  That will be Undertaking JT1.11.  And just for clarification, it is an internal...


MR. SHEPHERD:  It is an internal depreciation study to reset the depreciation rates for assets acquired prior to January 1st, 2010.


MS. HELT:  Thank you.


MR. SHEPHERD:  Is that right?


MS. DINIS:  That's correct.

UNDERTAKING NO. JT1.11:  to PROVIDE the FOSTER & ASSOCIATES DEPRECIATION STUDY TO RESET DEPRECIATION RATES FOR ASSETS ACQUIRED PRIOR TO JANUARY 1ST, 2010.


MR. SHEPHERD:  And just while we are on that, I know that in the room you can't figure out how much is that study and how much is the Foster study.  But I wonder if you could undertake to tell us how much of that 7 million is from the internal work you did, and how much of that 7 million is from the Foster work.


[Witness panel confers.]


MR. GRIBBON:  It's difficult to estimate that on the fly.  Actually, it would have been helpful to have some of these questions in advance so that we could provide some of the information that you are requesting.


MR. SHEPHERD:  That's fine.  I will take an undertaking.


MR. GRIBBON:  Okay.


MS. HELT:  Undertaking JT1.12.

UNDERTAKING NO. JT1.12:  to PROVIDE ESTIMATED BREAKDOWN BETWEEN COSTS OF INTERNAL STUDY AND FOSTER & ASSOCIATES STUDY.


MR. SHEPHERD:  And then my next question is -- and you have given us your dividend policy in School Energy Coalition No. 11.  Thank you very much.


Tell me whether I am correct.  Basically, your dividend policy is whatever you don't need to keep your ratio correct at 60/40, you pay out in dividends.  Am I oversimplifying it, but it is about right?


MR. GRIBBON:  Well, I don't have the dividend policy in front of me.  You have it, obviously.  What does it say there?


MR. SHEPHERD:  Well, see I am not giving the evidence.  You are.


MR. GRIBBON:  Okay.


MR. SHEPHERD:  I am asking for a simplification.


MR. FORTINI:  Perhaps you can refer us to, well, which document you are looking at right now, and we will find it in our materials.


MR. SHEPHERD:  Okay.  I am looking at SEC No. 12 -– No. 11, sorry.  No. 11, and appendix AH.


SEC No. 12 appears to say that your forecast dividends are the exact amount you need to keep your capital structure at 40 percent equity.


I am asking whether that is true or not.


MR. GRIBBON:  I would agree.


MR. SHEPHERD:  Thanks.  Then on SEC No. 12, we asked you to provide the amounts of the revenues and expenses for the OPA CDM programs.  And what you gave us was the net.


I understand that you put them all in one account, right?  You take the expenses and the revenues, you put them all in one account to get a net?  True?


MR. FORTINI:  Was there a question?


MR. SHEPHERD:  Yes.  True?


MR. FORTINI:  Oh, I didn't hear that.  Sorry.


[Witness panel confers.]


MR. GRIBBON:  True.


MR. SHEPHERD:  Okay.  And so what we were trying -- what we were trying to understand is you said that the expenses in this area don't affect OM&A and capital in the application, because you separated them out, right?


But the people that do this work are people who are doing work that is regulated work too, right?


MR. MILLER:  No.  We have actually took on one additional staff, back a couple of years ago, to look after strictly OPA-related type of programs.


So his labour is actually being funded by the OPA on this.


MR. SHEPHERD:  So there are no costs, expenses, in the OPA amount associated with anything except that one dedicated person?


MR. MILLER:  There might be a little bit of supervision, but nothing substantial.


MR. SHEPHERD:  So would I be right in assuming that the expenses that you are allocating to these OPA CDM programs are one person, plus a minor amount, let's say under $50,000 of other stuff?  Would that be a reasonable assumption?


MR. MILLER:  There might be other promotional items and so on that I would rather exclude from the $50,000, but if you are talking labour component, I would say that is reasonable.


MR. SHEPHERD:  No, no.  What I am trying to understand is you have direct things that only relate to the OPA CDM programs.  I get that.  I am not interested in that.  Not of my business.


MR. MILLER:  Right.


MR. SHEPHERD:  But then you have other things that are essentially shared costs between the CDM activities and your other activities, your regulated activities.


I am asking --


MR. MILLER:  Would it exceed 50?


MR. SHEPHERD:  Would the CDM components of those exceed 50?


MR. MILLER:  I would say no.


MR. SHEPHERD:  Thank you.  That's all I need to know.


Can you turn to School Energy Coalition Interrogatory No. 19?  Do you have that?


Do you have that?


MR. GRIBBON:  I have it.  Was there a question?


MR. SHEPHERD:  Yes.  The reason we do that is because sometimes it takes people a while to get a document, and so it is polite to wait and ask them whether they got it first.  Sorry.


So in (a), you are talking about the continuous monitoring of system reliability, and it says you have a:

"...seven-member reliability committee that will meet monthly."


Does that mean it is new?


MR. SCHAEFER:  No, it's not new.  It has been ongoing for a number of years.


MR. SHEPHERD:  So this future tense is just accidental?


MR. SCHAEFER:  Yes.  They do meet regularly.


MR. SHEPHERD:  Okay.  They do meet regularly?  All right.


Then the other question in this is under (e), you have a three-tier overhead rate.  And –- which, if I understand it, these three tiers are additive, right?


MS. DINIS:  Yes, they are.


MR. SHEPHERD:  And so the lowest rate applies to all job allocations, right?


MS. DINIS:  Correct.


MR. SHEPHERD:  So whenever you have a job that -- a project of some sort and you allocate, you allocate this 71 percent?


MS. DINIS:  Correct.


MR. SHEPHERD:  Okay.  That is really just loading the employee, right?  So if you have an employee that is paid $100,000, and then there is $71,000 of expenses associated with that particular employee, it has is nothing to do with his office or anything like that, this has to do with, you know, his pension costs and those sort of things, right?


MS. DINIS:  That is correct.


MR. SHEPHERD:  Okay.  Good.  Then you have an unplanned capital project, which means what?  That is like an emergency or something?


MS. DINIS:  Yes.


MR. SHEPHERD:  So a storm knocks down some poles and you have to go fix them?


MS. DINIS:  That's correct.


MR. SHEPHERD:  And then you add an additional overhead cost for the direct line supervisors?  And what else?  And some overheads?  Am I understanding that right?


MS. DINIS:  The 24 percent is to cover the direct line supervisors, some operations supervisors, the lines and operations managers.  So it is to cover their labour end, as well.


MR. SHEPHERD:  Okay.  And then for planned capital projects, you add, basically, engineering and other higher-level supervisors; is that right?


MS. DINIS:  It is mainly the -- they're not higher-level supervisors.  They're the engineering, technical service planning and standards supervisors, and their manager.


MR. SHEPHERD:  So how is that conceptually different from the second one?  I am trying to understand this difference between what you allocated for unplanned and what you allocate for planned, and why there is a difference.


MS. DINIS:  For unplanned, you are only adding the line 'supervisors', because there is no additional drafting work, there is no additional engineering work.  I am sure my colleague, Aldo, can add what his department -- his department is the one that normally does the planned work.


So we are covering his group under the planned, because there are a lot of additional positions that go into creating a planned asset than an unplanned one.


MR. SHEPHERD:  Basically, the planning costs are in the 31 percent, all of the stuff associated with planning to do something, like drawings and all of that sort of thing.


When you don't plan to do something, you just go do it.  It doesn't actually cost as much?


MS. DINIS:  Aldo, can you elaborate on that, please?


MR. MASTROFRANCESCO:  That is pretty much it.


MR. SHEPHERD:  Okay.  We always think of -- or I always think of unplanned things as being more expensive, because you are sort of doing it in an emergency; right?


MR. MASTROFRANCESCO:  That's right.


MR. SHEPHERD:  But you are saying that that is actually not the case, that it is actually more expensive to do things in a planned way?


MR. MASTROFRANCESCO:  Yes, it is.  There is conceptual work involved, estimating, and then once the work gets approved, then we get into the real design part of it.  It is a project right from the beginning to the end.


MR. SHEPHERD:  Okay.  Then let me turn to SEC No. 23, and this is to do with your outage management system and your idea, great idea, to integrate it with your smart meter infrastructure.


Are other people doing that, by the way?  Are other utilities doing that?


MR. MASTROFRANCESCO:  We actually got the idea from Hydro One.


MR. SHEPHERD:  Oh, okay.  But my question on it, anyway, is that you say that one of the advantages is reducing theft of power losses.  And you do have a significant problem with theft of power in Brampton; right?


MR. MASTROFRANCESCO:  I don't have all of the numbers, but I think we do.


MR. SHEPHERD:  Have you included in your load forecast an adjustment associated with the benefit of these theft of power losses, of reducing your theft of power losses?


[Witness panel confers]


MR. MILLER:  Actually, just give us one minute, please.


[Witness panel confers]


MR. MILLER:  The load forecast is not -- does not incorporate any potential savings that may or may not occur as a result of the smart metering.


MR. SHEPHERD:  So have you done any work on what this benefit could entail?  Presumably when you are analyzing the business case, one of the things you are saying is, Well, we're going to save some money on theft of power; right?


MR. MILLER:  I think in order to do that, we have to be aware of the number of theft of powers that are out there, and we don't have that number until we discover them.


So it would be difficult to come up with a number to submit to reduce our forecast.


MR. SHEPHERD:  Then how do you know there is a benefit?  I don't understand.


MR. FORTINI:  If I may, I think it is entirely theoretical.


I mean, if you -- it would make sense that if you had the technology to combat this problem, then it would result in some reduction.


The problem of course is you don't know how much theft is going on.  If we knew, it certainly wouldn't be going on.  So there is no way to answer this question with any degree of specificity.


The intent is, if the technology is there and it has that potential, then it should result in some savings.


MR. SHEPHERD:  Yes.  I guess the problem is that -- I understand what you are saying, but -- and this is why I am trying to ask the engineers the question, because you are asking the ratepayers to pay for the solution, and if you don't forecast the benefit, how do we get the benefit of what we're paying for?


So I am trying to understand, is there a way of estimating how much benefit is going to come from this?


MR. GRIBBON:  Would the benefit -- and maybe I will ask others on the panel to answer, but I believe that the benefit would be captured in the line loss amount for the year and would end up in that -- to the customer's benefit there.


MR. SHEPHERD:  But you haven't adjusted your line loss for a reduction in theft of power; right?


MR. MILLER:  No.  We have no numbers that we could come through to forecast in any sort of definitive manner.  That's just not something we could do.


I think that is one point of many advantages associated with the smart grid.  It is a side benefit.  It would be difficult to quantify how much that would be.


MR. SHEPHERD:  All right.  Okay.  My next question is on School Energy Coalition Interrogatory No. 25, and this has your demographics for each sort of employee group.  And it looks - tell me whether this is a fair conclusion - like your biggest group, your lines group, you don't actually have a demographic problem.  You appear to have a pretty clear bell curve.  Am I understanding that right?


[Witness panel confers]


MR. GRIBBON:  Those are the numbers.


MR. SHEPHERD:  Okay.  Let me ask it a different way.  You have a plan for dealing with your aging work force.  Does it include a plan for dealing with an aging work force in lines?


MR. GRIBBON:  We do have a lot of linemen who are eligible to retire in a short period of time.  So we have obviously got, I believe it is, 11 between the ages of 50 and 59, and then 21 from 40 to 49.  And a lot of these people have significant years of service.  Many of them started very young.


MR. SHEPHERD:  All right.  You appear to have an unusual situation where your real demographics problem is in information technology.  I have never heard of a company that had a demographics problem in information technology.  Do you have a special plan for that?


I don't want names of people, just...


MR. GRIBBON:  We are working on it and it is improving.


MR. SHEPHERD:  We asked you for your succession plan, and what you said in response in section (d) was that it provides a list of possible candidates.


And we don't want that, obviously.  That is not appropriate.  But it is not just the list of candidates in your succession plan; right?  Your succession plan has strategies, has analysis and stuff like that, is that true, or is it just a list?


MR. GRIBBON:  It is pretty basic.  It is pretty much a list to cover off key positions within the utility and where we would source those positions, either internally or externally.


MR. SHEPHERD:  Okay.  School Energy Coalition No. 26, what we asked about was the disparity between the increases in benefits for the various groups, executive, management, union and non-union, and you didn't answer that.


You didn't explain why executive had a much bigger increase in benefits than union, for example, like three times.  So can you tell us what the answer is to the question we asked, please?


MR. GRIBBON:  I believe we have answered the question.  It is an estimate of the allocations to the various groups.  It is not information that we track by union and management and non-management.  So it is an estimate.


MR. SHEPHERD:  And -- well, it came from your numbers; right?


MR. GRIBBON:  Yes.  It is an estimate.


MR. SHEPHERD:  So your executives have had their benefits increase by 35 percent and your union staff by 12.6 percent.


Can you tell me why the benefits would increase so much more for executives than for union?


MR. GRIBBON:  I believe there was a revised schedule issued that may have addressed some of your questions on this.


MR. SHEPHERD:  That would be KT1.3, maybe, or -4?


MR. GRIBBON:  I would just add that during that period of time we did add one executive.


MR. SHEPHERD:  Okay.  So you don't have anything you can help us with on why your executives are getting a much bigger increase in their benefits than your other staff?


[Witness panel confers.]


MR. GRIBBON:  Sorry, your question?


MR. SHEPHERD:  You don't have anything you can help us with to understand why your executives have a much more significant increase in their benefits than your other staff?


MR. GRIBBON:  Well, if we went from two to three, that is a 33 percent increase --


MR. SHEPHERD:  This is --


MR. GRIBBON:  -- in bodies.  I will take an undertaking on that.


MR. SHEPHERD:  Okay.


MS. HELT:  JT1.13.

UNDERTAKING NO. JT1.13:  to EXPLAIN WHY EXECUTIVES HAD LARGER BENEFITS INCREASE THAN OTHER STAFF.


MR. GRIBBON:  Could we be specific about what your request is?


MR. SHEPHERD:  Sure.  We actually asked the question:

“Please explain the disparity between the level of change of the various categories."


So executive is 34.7 percent and management is 25.4 percent and union is 12.6 percent.  So we didn't understand why executives would get this whopping great increase and the union people would not.


MR. GRIBBON:  I think there is an issue with the allocation there.  But we will get back to you.


MR. SHEPHERD:  Okay.  In School Energy Coalition No. 27, we asked you in (b) -- you gave us the table in (a).  That was great.  Thank you.


But we asked you in (b) to say, with respect to the incremental positions, the new positions, who did the work before these people did it?


So I mean, you might have, in some cases you might have situations where you have -- you add another meter apprentice, for example, and you say:  Well, we had more meters.  That's fine.


So nobody did the work.  We just had more meters.  But when you add supervisors, for example, then you have to ask the question:  Well, who was supervising before they were?


And that is the question we asked and you didn't answer that.  So I wonder if you could.


MR. GRIBBON:  Again, I don't have table 1 in front of me, so I will take an undertaking.


MS. HELT:  JT1.14.

UNDERTAKING NO. JT1.14:  to EXPLAIN WHO PREVIOUSLY DID WORK NOW BEING DONE BY NEW POSITIONS.


MR. SHEPHERD:  Now, I am looking at School Energy Coalition No. 30, and I am on page 5 of 5.


And remind me whether this is correct, that when you filed the application, you actually used your -- you used the new rates for 2010 depreciation in your original filing?


MS. DINIS:  Yes, we did.


MR. SHEPHERD:  Then you have subsequently changed that?


MS. DINIS:  Correct.


MR. SHEPHERD:  Right?  And the result is that you have decreased your 2010 depreciation and thus increased your rate base by a certain amount, right?  Your opening rate base has to increase, right?


MS. DINIS:  There is actually another -- oh, we did -- for 2010, we also did depreciation under IFRS and not Canadian GAAP.


So we had indirect overheads removed out of capital and those are not being depreciated either, in -- when we did the June 30th filing.


When we did September, because we were no longer doing it under IFRS for 2010 or 2011, in 2010 our depreciation would have also changed because we were depreciating the capital that was indirect, as well.


MR. SHEPHERD:  So what I am trying to understand is, those various changes in your 2010 depreciation would affect your opening rate base, right?


MS. DINIS:  Yes.


MR. SHEPHERD:  And I am trying to understand how much they affected your revenue requirement for 2011.  If you have a different opening rate base, you have a different revenue requirement, right?


I am look I go at this KT1.8.  Is it on here somewhere?


MS. DINIS:  Dan, can you answer that, please?


MR. GAPIC:  Yes.


If you refer to the table that we discussed not too long ago in relation to VECC IR -- sorry, Energy Probe IR No. 30, 30(e)?


MR. SHEPHERD:  Okay.


MR. GAPIC:  Which is that table you were questioning IN relation to the half-year rule?


MR. SHEPHERD:  Yes.


MR. GAPIC:  The first adjustment column shows opening fixed asset adjustments.  So the opening fixed assets were adjusted because the closing fixed assets changed in 2010 because of the things that Ana just mentioned.


MR. SHEPHERD:  Okay.


MR. GAPIC:  And the revenue deficiency changed, revenue deficiency dropped by 307,181.


MR. SHEPHERD:  Okay.  So that is what I didn't understand, was you got -- I see what those three components are, and they're there because rate base was changed by three million 268.  It was reduced?


MR. GAPIC:  That's correct.


MR. SHEPHERD:  Why would a... let me think this through for a second.  You reduced your... oh, okay.


So then the part of this that I don't understand, then, is there is a line, "depreciation and amortization."  Wouldn't a change in your rate base change your depreciation and amortization?


MR. GAPIC:  This column was only to reflect the opening -- the implications on the rate base of the opening fixed asset amounts.  Changes in relation to depreciation are reflected in the third adjustment column:  "expense and direct overheads."


MR. SHEPHERD:  Okay.  Good.  I understand.


And we asked you in (e) whether it is true that using the new rates, the new depreciation rates, resulted in a reduction in your depreciation of $5.2 million, and you didn't say whether that was correct or not.


Is that correct?  Or is there a new number now?


[Witness panel confers.]


MR. GRIBBON:  Using the new rates does result in a reduction.


MR. SHEPHERD:  Yes, so we are asking for a number.  So what is the number?  I mean, it should be straightforward.


If it is not $5.2 million, which is the number we got from your application, tell us what it is.


MR. GRIBBON:  We will get you the number.  Hang on.


[Witness panel confers.]


MR. GRIBBON:  We will provide that in an undertaking.


MR. SHEPHERD:  Okay.  And whatever that number is, will you confirm that it also reduces your deficiency by the same amount?


MR. GRIBBON:  Will we confirm -- we will confirm the revenue requirement impact.


MR. SHEPHERD:  Thank you.


MS. HELT:  That will be undertaking JT1.15.

UNDERTAKING NO. JT1.15:  TO CONFIRM change in depreciation and its REVENUE REQUIREMENT IMPACT.


MS. DINIS:  Just a clarification on that.  Your question says the impact on the new rates for 2011.  There is other impacts other than just the new rates, starting with the fact that 2010, the rate base was different.


So do you want us to just isolate the new rates?


MR. SHEPHERD:  That's right.


MS. DINIS:  That is all you need?  Okay, thank you.


MR. SHEPHERD:  And...


MR. MILLER:  Sorry, can you just give us a minute, please?


MR. SHEPHERD:  Sure.


[Witness panel confers]


MR. MILLER:  Okay, please continue.


MR. SHEPHERD:  So I am now looking at School Energy Coalition No. 31, and I have two questions about that.


The first relates to this environmental cost, and what we were asking for --


MR. MILLER:  Sorry, Jay, can you give me a minute to get there?  Okay, go ahead.


MR. SHEPHERD:  I didn't see who was talking, actually.  I didn't see who was talking.  Sorry, Scott.


So in (a) there, we asked the environmental costs; right?  You have a provision for environmental costs which is -- we saw it in your tax summary, but it is actually a cost; right?


And so we couldn't find where that tracks through to revenue requirement in the regulatory information.  So could you help me with whether it is, or whether this is just a tax adjustment?  Your answer only talks about the tax side of it.


MR. GRIBBON:  I am not sure I understand the question, Jay.


MR. SHEPHERD:  Okay.  See there is a number here in your tax summary that are for environmental costs?


MR. GRIBBON:  Where is "here"?


MR. SHEPHERD:  Well, in Exhibit 4-8-1.0.


MR. GRIBBON:  Okay.


MR. SHEPHERD:  And so we said that number, how does that end up in revenue requirement?  That is what we were asking.  And the answer doesn't tell us whether you are asking the ratepayers to pay for it, and, if so, how.  So we would like to find out whether it is in the revenue requirement there somewhere, or whether this is just an adjustment that affects taxes and nothing else.  If that is the case, fine, I am happy.


MR. GAPIC:  Where in the exhibit is it, Jay?  What page?


MR. SHEPHERD:  In what exhibit?


MR. GAPIC:  You referred to Exhibit 4-8-1.0.


MR. SHEPHERD:  I don't have the exhibit in front of me.  Sorry.


MR. GAPIC:  Okay.


MR. SHEPHERD:  I think it is page 2, because it says page 2 there.  If you can just undertake to find it out, that would be good.


MR. GRIBBON:  It is not just a tax adjustment.


MR. SHEPHERD:  Okay.  So the reason why I was asking about it is because I didn't see anything equivalent to that in your OM&A or your capital costs that I could say, Oh, yeah, that is what we're seeing in the taxes.


So I am trying to find out:  Where does it show up in what you are asking us to pay?  Maybe it doesn't.


MR. GRIBBON:  We will take an undertaking to locate it in the OM&A.


MR. SHEPHERD:  Thanks.


MS. HELT:  Undertaking JT1.16.

UNDERTAKING NO. JT1.16: TO LOCATE NUMBERS WITHIN OM&A WITH REFERENCE TO SCHOOL ENERGY COALITION QUESTION NO. 31(A).


MR. SHEPHERD:  And then the second one here is in (b).  Your rates were last set in 2006; right?


MR. GAPIC:  The last cost-of-service rate application was 2006; correct.


MR. SHEPHERD:  Okay.  And I am looking at OEB Interrogatory No. 26 and I am looking at both of them together.  And your total taxes, it says here, in your -- in 2006.  So what was built into rates originally was $10.2 million; right?


MR. GAPIC:  Correct.


MR. SHEPHERD:  And so there have been a bunch of changes to taxes over the years, right, tax rates, et cetera?


MR. GAPIC:  Yes.


MR. SHEPHERD:  And the result of that has been -- and you have had to give some of that back to the ratepayers, because there has been sharing; right?


MR. GAPIC:  That's correct.


MR. SHEPHERD:  Do you know how much that is?


MR. GAPIC:  Not off the top of my head.


MR. SHEPHERD:  No, of course not.  I didn't 

actually -- what I meant is can you find out?


MR. GRIBBON:  We will take an undertaking on that.


MR. SHEPHERD:  Thank you.


MS. HELT:  JT1.17.

UNDERTAKING NO. JT1.17: TO PROVIDE AMOUNT OF TAXES RETURNED TO RATEPAYERS AS PER SEC INTERROGATORY NO. 31(B).


MR. SHEPHERD:  So what I am looking for is, after the amounts you have given back -- here is the number I am trying to get to, okay, is after the amounts you have given back to the ratepayers over the various years, how much is left built into rates -- into revenue at existing rates for PILs?  What is that number?


I am thinking it is like $8 million or something, but I have no idea.  So you have had escalation of your rates over the years, so presumably the tax provision has been escalated, but then you have had to share, et cetera.


But over those four years to current rates, those adjustments produce a net number that is built into rates.  That is the number I am looking for.


MR. GAPIC:  I understand.


MR. SHEPHERD:  Thanks.  I am looking now at SEC No. 33 on page 2.  What we were exploring is the repayment of the debt to Hydro One, and we asked you sort of three questions.  Within the one question we asked you three questions.  You answered the first two, but the third one was we wanted to get from you documents in the last couple of years relating to repaying or refinancing that debt.


So, for example, if you have gone to a broker or an investment banker and said, Can we replace this $143 million by going to the street, and they have said, Yes, here is what your rate would be or here is the range you could expect, and here is what it would cost, blah, blah, blah, that is the sort of document we are looking for, or, alternatively, if you have had a discussion with Hydro One, the parent, about the possibility of replacing it or repaying it or going to the bank or whatever, that is the sort of thing we are looking for, the documents that relate to the possibility of replacing that debt with market debt.


So presumably there are documents like that --


MR. GRIBBON:  Sorry, are you referring to a specific question in 33?  Is it (c)?


MR. SHEPHERD:  No.  It is (d).  It is:

"Please provide all internal documents in the period from 2008 to date..."


Et cetera, et cetera.  That is what I am describing to you is what we asked for, and you didn't respond to it.  So I am asking if we can have that.


MR. GRIBBON:  All debt is issued by the parent.


MR. SHEPHERD:  I understand that, so I am asking:  Have you gone to the market?  Have you gone and asked, Could we borrow cheaper?


MR. GRIBBON:  No, we haven't gone to the market.


MR. SHEPHERD:  And you haven't had any discussions with Hydro One about repaying their debt and getting cheaper money?


MR. GRIBBON:  We have discussed it from time to time, but there is no financial reason why we would do that.  We would end up selling the debt for less than what it would cost us to replace it.


MR. SHEPHERD:  Because you have a penalty, right? 


MR. GRIBBON:  That's right.


MR. SHEPHERD:  If you want to repay, you have to -- what is that called, mark-to-market clause, right?  You have a mark-to-market clause in the debt, so you have to --


MR. GRIBBON:  We have a note with Hydro One.  That is our debt.  The debt is mirrored down from Hydro One Inc. to Hydro One Brampton networks Inc.


So our debt isn't externally -- it is within the family of companies. 


MR. SHEPHERD:  I understand that.  But your fiduciary obligation is to Hydro One Brampton.  I am asking you, as an executive of Hydro One Brampton, whether you looked to see whether your company could get cheaper money than from the parent.


MR. GRIBBON:  Yes.


MR. SHEPHERD:  What I am trying to understand, I am -- I am not trying to argue with you.  I am trying to understand.  Is the reason why you didn't that you have a mark-to-market clause in your debt with the parent, so you would have to make them whole if you went to somebody else? 


MR. GRIBBON:  There would be a cost to switch the debt.


MR. SHEPHERD:  You would have to make them whole to market rates, right? 


MR. GRIBBON:  I believe that is the case, yes. 


MR. SHEPHERD:  Great.


MR. GRIBBON:  That's the reason why it hasn't been done.


MR. SHEPHERD:  So in terms of the internal documents I was asking about, your answer is simply there are none?


MR. GRIBBON:  There are none, that's right. 


MR. SHEPHERD:  Thanks.  Got that already.


In SEC No. 36, we asked you to advise what would happen if the fixed rate were not moved further away from the top of the range. 


So you have a fixed rate right now of 101.68.  We said, if you don't move it any further away from the top of the range, then what would the variable rate be? 


And the answer you gave is not what we asked for, because you said -- you then moved it right back down to the ceiling, which is great, but it is not what we asked. 


MR. GRIBBON:  If I can interrupt you, Jay, I am not sure where you are.  36(a)? 


MR. SHEPHERD:  (b). 


MR. GRIBBON:  (b)? 


MR. SHEPHERD:  The monthly charge would have been moved no farther away from the top of the range.  So at 101.68, that means you leave it as it is?


And so my question is if you did that -- and --


MR. GAPIC:  What range are you referring to, Jay?  When I looked at the question, I wasn't totally clear what you were referring to.


MR. SHEPHERD:  Well, your table 3 is a table that shows the range under the Board's policy for fixed charges.  The top of the range is 92.25, which, in fact, is what is in your answer.


So clearly, you knew, you understood what we meant by range enough to know that the top of the range --


MR. MILLER:  Sorry, are you referring to table 2 or table 3?


MR. SHEPHERD:  Table 3. 


MR. GAPIC:  I do see the 92.25.  We made the presumption that is what you were referring to, but now I am confused because you are saying that is not what you wanted us to do?  That is not what the question wanted? 


MR. SHEPHERD:  What we said is if you didn't move the monthly charge further away from the top of the range.


We didn't say make it the top of the range.  We said don't move it any further away. 


So what I would like you to do is tell us what would the volumetric rate be at 101.68?


MR. GAPIC:  We will have to take an undertaking for that.


MS. HELT:  JT1.18.

UNDERTAKING NO. JT1.18:  to PROVIDE CALCULATION OF RESULTING VOLUMETRIC RATE IF FIXED CHARGE REMAINS AT 101.68.


MR. MILLER:  If I may, we are not too certain exactly what it is you are looking for.  Can you clarify? 


MR. SHEPHERD:  Okay.  What you are proposing is to take the monthly charge from 101.68 to 114.83.


So you are moving it further from the top of the Board's approved range.  We are saying if you don't move it any further away, if you leave it at 101.68, what is the resulting volumetric rate?


MR. GAPIC:  Leaving it at 101.68, rather than moving it to the --


MR. SHEPHERD:  To 114.83.


MR. GAPIC:  -- ceiling?


[Witness panel confers.]


MR. GAPIC:  We will do it through the undertaking.  We understand.


MR. SHEPHERD:  Thank you.  I just have two more questions.  The first, I am on -- I am in SEC No. 37, page 9 of 14.  Do you have that? 


MR. GAPIC:  Just a moment.  Okay.  Got it. 


MR. SHEPHERD:  And I am looking at the volumetric rate for -- this is what I happened to turn up, so that is why I am asking it from here.  But of course, the volumetric rate is all over the place.


I am looking at the volumetric rate for GS over 700.  It is actually significantly higher than the volumetric rate for GS over 50.  I am used to seeing rate structures in which the volumetric rate goes down as your volume goes up, and -- that is, in classes.  And your fixed charge goes up as your size goes up.


So I am a little at a loss to understand why your volumetric rate in GS over 700 would be significantly higher than GS over 50. 


Is there some explanation you can help us with as to why that would be?


I have never seen it before.  I don't know.


Bill, have you ever seen that before? 


MR. HARPER:  Sorry. 


MR. SHEPHERD:  You are not paying attention, okay.


[Laughter.]


MR. HARPER:  Actually, I was going to say I don't tend to look that closely at the GS classes. 


[Laughter.]


MR. GAPIC:  It would be based on legacy, fixed-variable revenue proportions.  This is what has been in place previously, and the rate design process basically takes the existing variable to fixed proportions and utilizes those same proportions in the current allocation.


MR. SHEPHERD:  Sorry.  I am not asking about fixed variable split, though.  That is not my point.


MR. GAPIC:  But that's what drives the fixed rate, though.  The fixed variable split will take a certain pool of dollars for fixed, and then it divides it through by the number of customers.


MR. SHEPHERD:  Generally speaking, a bigger customer, in every other utility I have ever seen, a bigger customer will tend to pay less per unit than a smaller customer. 


But they will have a higher fixed charge, and you have the higher fixed charge, in fact a much, much higher fixed charge for GS over 700, but what you don't have is you don't have the lower variable charge.


And I have never seen that before, so I am asking you whether there is something special in your case that makes that happen.


MR. MILLER:  I would say, as my colleague Dan pointed out here, it is based on historical rates.


If you take a look at what it is now for general service greater than 50, less than 700, volumetric rate is $2.2935, whereas on the greater than 700 it is $3.7355.  So --


MR. SHEPHERD:  That is unusual, right? 


MR. MILLER:  But that has been our historic rate structure for some quite some time.


MR. SHEPHERD:  This is a cost allocation question.  So I am asking what costs are -- are there special costs being allocated to GS over 700 that are causing their unit costs to be so much higher than smaller customers?


MR. GAPIC:  It is not actually a cost allocation.  It is rate design.


Cost allocation does not take into consideration allocation between fixed and variable, it just allocates total costs in aggregate. 


Rate design basically looks at the fixed and variable, and for the most part, a lot of the fixed/variable proportions in structure could even be -- it goes back further than just the 2006 EDR, it goes back probably to the RUDD model, even.


MR. SHEPHERD:  My last question relates to SEC No. 40.  And this will demonstrate to you that, as I have already proved, I am not an engineer.  I am also not an accountant.


Can you help me with what push-down accounting is?  I read the explanation here, and I tried really hard to understand and then I eventually wrote in the margin, "Explain, please."


MR. GRIBBON:  Well, I could read it.  Basically, push-down accounting is where the goodwill that is acquired is pushed down to the operating entity and it is not held -- or it is still, on a consolidated basis, shown at the upper level, at the parent level.  But it is pushed down to the operating entity.


And, in our case, there was $60 million of goodwill that with pushed down to the operating entity.


MR. SHEPHERD:  I am done.


MS. HELT:  Okay.  Then I think what we should do is take a ten-minute break and we will come back for Board Staff questions.


I don't know if there will be any questions with respect to the confidential information that the parties received this morning.  If there is, then we can go in camera for that portion.  But we will see where we are at after Board Staff asks their questions.


So if we take a break till -- well, let's say 3:10.


--- Recess taken at 2:56 p.m.


--- On resuming at 3:12 p.m.


MS. HELT:  Okay.  I think we are all ready to proceed.


I think Mr. Cooney has his questions ready to go.

Questions by Mr. Cooney:


MR. COONEY:  I am Vince Cooney from Board Staff.  I will have some questions that deal around the general area of distribution system planning and the green energy plan from Hydro One Brampton.


So I'll try to avoid rereading all of the preamble.  I will just try to ask the question where I can do so without needing all of that context.


And the first question, essentially it refers to Board Staff Interrogatory No. 30.


We asked there for a complete list of all feeders that are directly connected to a transformer station that is directly connected to a transmission system or host distributor system.


You had responded that no, that had not been provided, or a list wasn't forthcoming.


So the first question I had here under part (a) is:

“Does this response mean there are no such feeders?"


MR. MASTROFRANCESCO:  I will take that.


The original response to question 30 should have been "yes".  We did submit a list.


And that list can be located in the appendix G, green energy plan, page 8.  And all of the feeders listed in that list are connected to a transformer station, which are connected to the transmission station.


MR. COONEY:  Okay.  Thanks.  So that gets rid of my part (b).


So moving on to question 2, which is in reference to Board Staff IR No. 34, I will skip the first two sections of the preamble here and I will just move to part (c) of the preamble. I will just read from the quote here, which is from the Board's report:  "Framework for determining direct benefits accruing to customers of a distributor under section 330/09" -- sorry, I guess backslash 09.


So basically the quote reads:

“The Board is of the view that the percentages that are ultimately approved for Hydro One Distribution in relation to expansion in REI investments should provide a reasonable estimate for other distributors until more distributors complete detailed benefits estimates and a rolling weighted average can be used, particularly given the limited amount of eligible investments expected in basic GA plans."


And Board Staff has noted here that based on a reading of that from the Board's Report, Staff would expect applicants to use the sharing percentages that were provisionally approved for Hydro One in the absence of more detailed analysis.


So my first question, part (a), is based on the above, why should the Board-ordered percentages not be applied in the Hydro One Brampton case?


MR. MASTROFRANCESCO:  I will take that.


We were asking that our percentages be considered, due to the nature of our system.


MR. COONEY:  Okay.  And is there any further reasoning you might offer?


MR. MASTROFRANCESCO:  That comes in (b), right?


MR. COONEY:  I suppose it does.  So what are the factors...


MR. MASTROFRANCESCO:  I think we talked about some factors earlier today, right?  We talked about our system being more urbanized than Hydro One's.  We see our system being more intelligent.  We have more protection, more SCADA on our system.  Our feeders are shorter.  Theirs is longer.  Our age of assets, our operating practices, they all differ, and that all factors in, in all of this.


MR. COONEY:  Okay.  I don't have it here, but my part (c) of that question would be with respect to the 50/50 split for the SCADA systems, between provincial ratepayers and Brampton.  I think that is provided in table -- in the table that is on Board Staff 34.


MR. MASTROFRANCESCO:  Yes.


MR. COONEY:  Could you shed light on, like, reasoning specifically for that case, why and what led you to the 50/50 split between --


MR. MASTROFRANCESCO:  Sorry.  The SCADA projects are basically projects that we are going to implement in areas where generation was going to go into.


Like I said earlier, we are fairly mature in the SCADA area.  So to help enable generation, we thought it would be ideal if we could have additional SCADA where generation was going into so that, you know, we can work on our system while still having the generators pump power into the system.


I think that would be an ideal situation.


MR. COONEY:  Okay.  So --


MR. MILLER:  Sorry, if I can, just to expand on that a little bit, with regards to our SCADA system, Hydro One Brampton has had a SCADA system in place for many years.  It is part of our system, and we use the data for this for planning purposes and so on.


So the addition of SCADA equipment on this is really nothing new to Brampton, other than the fact that not only will this help us collect data from other areas, but it also will help in generation, which is why we are proposing the 50/50 split.


MR. COONEY:  Okay.  There is also one other question I had come up with when I was listening to, I think, VECC in the morning, on some of their questions.


But more generally now, is there a reason why the SCADA investments, I think you just said they're nothing new?  Is there a reason why they would be included under green energy investment as opposed to under the ambit of business as usual sort of work that you would undertake?


MR. MASTROFRANCESCO:  Again, we see these projects as enabling generation.  We are pretty much set up SCADA-wise for a lesser –-


MR. COONEY:  Sorry.  So in the absence of this additional generation, you would sort of state that additional spending on SCADA is a direct result of this generation coming in through the FIT and microFIT?


MR. MASTROFRANCESCO:  That's correct.


MR. COONEY:  Okay.  Thank you.


Just a moment.


Just one follow up question under the Board's Report on 330/09:  Can Hydro One Brampton confirm that that sort of activity to invest in SCADA is covered in that report?  Is Hydro One Brampton confident that is covered?


MR. MASTROFRANCESCO:  We believe it is, yes.  I think it does make mention that if SCADA is used for the purpose of enabling generation, it is an eligible investment.


MR. COONEY:  Okay.  Thank you.


So moving on to my next question, which is TC3, it is in reference to Board Staff IR No. 29, which is the letter of comment from the OPA.


I think that is located at -- I have it as appendix N.  I am not sure if it is AN or BN, but anyhow...


So the main quote that I would look to here is that:

“Hydro One Brampton plans on connecting over 40 megawatts of renewable generation per year for the next five years.  The number of connections in the forecast includes 25 microFIT and 75 FIT projects per year."


It is further stated by the OPA there that:

“Due to the challenges that FIT proponents encounter in finalizing development and connection details, not all applications will necessarily materialize or be awarded a contract.  The 40 megawatts per year estimated by Hydro One Brampton may therefore be high."


So my first question here is could you -- could Hydro One Brampton provide comments on the OPA's assessment?


MR. MASTROFRANCESCO:  We think the OPA's assessment is conservative.  We feel that we have a more intimate, first-hand knowledge of the potential connections to our system in the dealings with potential proponents.  We have a lot of enquiries.  And we log that, and so we feel the potential for generation is there.


MR. COONEY:  Okay.  Thank you.


MR. MASTROFRANCESCO:  Just to mention that we did list a current list of proponents in the OEB IR 35.


MR. COONEY:  Right.  Thank you.  I have that here.


MR. MASTROFRANCESCO:  Yes.


MR. COONEY:  So part (b), could you comment on which of the impediments here, I guess in terms of a contract being awarded, is there anything that is under the control of Hydro One Brampton?


MR. MASTROFRANCESCO:  Hydro One Brampton doesn't foresee impeding any proponents from connecting.


MR. COONEY:  Okay.  Thank you.  And the final question is, I suppose in light of the OPA's letter of comment, has Hydro One Brampton reassessed or does it plan to reassess the level of 40 megawatts per year?


MR. MASTROFRANCESCO:  No.  We don't plan to reassess the level.  We have taken it under advisement, but we don't plan to reassess.


MR. COONEY:  Okay.  Thank you.


So in my package, question 4, again with respect to the letter of comment, so essentially on page 2 of the letter, there is a quote here:

"The table shows the total thermal capacity of all feeders to be close to 720MW, but does not represent the availability of capacity on the supplying transformer stations.  The OPA recognizes that the majority of these assets are not owned or operated by HOBNI, but since these limits can be significantly more constraining than those of the feeders, their inclusion would assist in providing a complete measure of how much generation the system can accommodate without upgrades."


So my first question is:

"Do the additional limitations at any of the Hydro One Brampton TS points listed result in changes to the feeder thermal capacity of approximately 720 MW stated in the application evidence at Table 1, page 8 of 24..."


MR. MASTROFRANCESCO:  If there was an excess of power flow back to the stations, we would probably have limitations, other than the 720 megawatts.


There are reverse power flow issues at the transformer stations.  We are aware of those, but we also feel that the majority of the generation that would be put into Brampton will be absorbed into our system and never reach the transformer stations.


MR. COONEY:  Okay, thank you.


So I suppose for part (b), I guess the wording here is:

"Does Hydro One Brampton concur with the OPA assessment of 240MW of generation that could be accommodated without upgrades?"


And I suppose -- I guess you can give an explanation about that.


MR. MASTROFRANCESCO:  We don't totally agree with that.  We have areas that will have a great number of generators connecting to our system, and those areas will require about -- will require transformer upgrades.


MR. COONEY:  Okay.  So I guess that leads into part (c).  Would that limit affect the costs under the submitted GE plan from Hydro One Brampton?


MR. MASTROFRANCESCO:  No.


MR. COONEY:  So it is all included in the transformer?


MR. MASTROFRANCESCO:  Yes, yes.


MR. COONEY:  Part (d) is irrelevant.  I believe that is it for me, so I will hand it over to Ms. Helt to, I guess, go to question 5 or something here.  Thank you.


MR. CHEUNG:  The next question is regarding Board Staff -- related to Board Staff IR No. 47:

"Hydro One Brampton indicates that the Capital cost per Smart Meter and OM&A Cost per Smart Meter net of Depreciation for 2006 to 2009 are $164.87 and $21.69 respectively.  The total of these two costs is $186.56.  Staff notes that in the Board's Decision (EB-2007-0063), the Capital and OM&A cost per installed Smart Meter for Hydro One Brampton was $148.04.  Please identify and explain the driver(s) for the increase."


MR. MILLER:  Sure.  Not a problem.  In 2007, when -- 2007 when we submitted our smart meter implementation program, we did specify on there that all costs were relating to residential meters only, that we did not have costs in there for small commercial industrial customers, because there was no specifications from the Ministry of Energy at that time for those meters.  So, as a result, all costs were strictly residential smart metering costs.


Since that time, in 2009 we did receive specifications and we have started installing our small industrial commercial -- sorry, small industrial commercial meters.  And these meters can range significantly in price, but can be significant in terms of costs over residential smart meter, because obviously there is more complexity associated with it.


So, as a result, there are much more meter costs, capital costs related to those meters than what there is a residential meter.  So that is one of the main drivers for the capital costs.


In terms of the administration, at the time when we submitted our plan, we were not aware of the SME costs of roughly 100,000 that came in.  There is also some development IT costs and maintenance costs associated with failed meter bases, and so on.


At that time we knew there would be some, but we didn't know how many we were going to get into, but that is what has driven up the OM&A, as well, but largely due to the capital meters.


We did install about 3,600 small commercial industrial meters in 2009.  So that is why you see it up.


MR. CHEUNG:  Okay, thank you.  Part (b) of this question is:

"In its response to part c, Hydro One Brampton includes the costs related to the Meter Base Repair.  The capital costs for 2007, 2008 and 2009 are $6,673.56, $44,834.70, and $108,707.42 respectively.

"i) Please explain the reason for the significant cost increases in 2008 and 2009."


MR. MILLER:  Sure.  When we started to employ our smart meters, we decided strategically to take the easier parts of the city first.  Those were the ones with the least number of expected failed meter bases.  What we wanted to do is kick start it and exceed our targets right from the beginning and that we did.


So the meters that -- meter bases we did have to repair there were actually fairly simple.  They were newer meter bases, like newer houses and so on, so they required a lot less work.  At that time up until November, usually what would happen is we would send a crew out.  All they would have to do is replace a lug or two inside the meter base, and then they would do that whenever they were repairing a meter, and then move on.


In November of 2007, ESA required an electrician to work on all customer meter bases.  As a result, Hydro One Brampton had to hire an electrician to do this, as well, which added more time and costs associated with the repairs.


We also have to pay a $65 charge as a certification charge to ESA for every meter base we repair, and that is why you start seeing the prices go up.


So, in 2008, when we started our program, we were still working on fairly clean homes, but we were starting to run into some that were a little more complex.  The meter bases might have been in the backyards.  Some of the meter bases that did start to fail, we had to replace cable going up into it and so on, and of course we had to have the electrician on hand and pay the ESA fees.  So that started driving the prices up.


And then in 2009, we basically left all of the bad stuff to the end, and we were into a lot more volumes and a lot more costs.  Some of these people, for example, would even go to the trouble of trying to conceal the meter base and actually bricking in the facade, and so on.


So you go from 2007, where the work was relatively simple and easy, to 2009, where you are getting into a lot more failed meter bases and a lot more complexity around resolving the issue.


MR. CHEUNG:  So do you have the percentage of this repair meter bases compared to your total in-service smart meter?


MR. MILLER:  I do.  In 2007, the percentage of failed meter bases as compared to the number of meters installed is 0.25 percent, and in 2008 it is 0.35 percent, and in 2009 it is 0.55 percent.


MR. CHEUNG:  Okay, thank you.  The next question, this question is related to the OMERS expense.

"In its response, Hydro One Brampton provided that following breakdown of the forecast increase of the OMERS expense as below."

"If the Board does not grant the request to establish a deferral account to record these increases, please provide a proposal of how Hydro One Brampton would include these incremental costs in its 2011 revenue requirement."


MR. GRIBBON:  I will take that.


MR. CHEUNG:  Okay.


MR. GRIBBON:  One option would be to estimate the impact for 2014, although our preferred -- and then include that total in the revenue requirement.


Given fact that these amounts are temporary and we are not sure of the total impacts, when they will end, our preference would be to defer the cost, but if it was to be included in the rate base, we would ask that we include an amount for 2014 so that that would cover us until our next cost-of-service application.


MR. CHEUNG:  So what will be the amount for 2014?  Would that be equal to 2013 or...


MR. GRIBBON:  The estimate that I have in rough numbers is half-a-million dollars for 2014.


MR. CHEUNG:  Okay, thank you.  The next question is related to Board Staff Interrogatory 54 (h):

"In its response, Hydro One Brampton states: 'Given that Hydro One Brampton will likely take the deferral option, this variance account will likely not be required for 2011.'"


I just want to confirm that.  I think -- I know we talked about it before.  I just want to confirm whether the request for this new deferral and variance account related to costs subsequent to IFRS implementation is withdrawn from this application.


MS. DINIS:  It is not withdrawn at this time.


MR. CHEUNG:  Okay.  So I guess a similar question to the following question, Board Staff IR No. 55(h):

“Please confirm whether the request for the new deferral and variance account related to loss on early retirement is withdrawn from this application."


MS. DINIS:  No, it is not withdrawn at this time.


MR. CHEUNG:  Okay.  Thank you.  Sorry, one more question.  That's related to the stranded meter costs.  Part (a) of the question:

“Please describe the accounting treatment followed by the applicant on stranded meter costs for ratemaking and financial reporting purpose."


MR. GAPIC:  I can take that question.


For external financial reporting purposes, once meters were stranded, they were removed from the fixed asset metering capital account, and transferred to the smart meter deferral and variance account, account 1555.


And for ratemaking purposes, those amounts were transferred back out of the 1555 smart meter deferral account for capital, and put actually back into capital.


So they've been included in the rate-base calculation.


MR. CHEUNG:  Okay.  Can you provide the amount of the pooled residual net book value of removed meters, less any sales received as of December 31st, 2009?


MR. GAPIC:  I believe if you check the interrogatory submission on October 1st, VECC No. 67(b), we provided that information in that IR, if that is what you are looking for.  I believe it is.


MR. CHEUNG:  Okay.  Thank you.  Part (c):

“Please provide the estimated amount of the pooled residual net book value of removed meters, less any sales received at the time when smart meter will have been fully deployed.  Please provide the actual amount if smart meters have been fully deployed."


MR. GAPIC:  We will have to take an undertaking for that.


MS. HELT:  That will be Undertaking KT1.9 -- sorry.  I apologize.  That is an undertaking, so it is J T1.19.

UNDERTAKING NO. JT1.19:  to PROVIDE ESTIMATED AMOUNT OF POOLED RESIDUAL NET BOOK VALUE OF REMOVED METERS, LESS ANY SALES RECEIVED WHEN SMART METERS WILL HAVE BEEN FULLY DEPLOYEd; to PROVIDE THE ACTUAL AMOUNT IF SMART METERS HAVE BEEN FULLY DEPLOYED.


MR. CHEUNG:  The last question:

“Please describe how the applicant intends to recover in rates stranded meter costs, including the proposed accounting treatment, the proposed disposition period and the associated bill impacts."


MR. GAPIC:  As indicated in my answer to part (a), the stranded meter costs are put back into capital for regulatory purposes, so they're accumulating return on rate base, the same way as any other capital.


So the actual smart meter disposition riders don't actually recover any dollars in relation to those.


The stranded meters just go back into rate base, and we get recovery through that means.


MR. CHEUNG:  Okay.  Thank you.  Just one follow-up question.  When you put back the meter to the rate base, what depreciation rate would you use?  Would you use the original?  Or the -- or any other depreciation rate?


MS. DINIS:  We are using the original depreciation rate of 25 years.


MR. CHEUNG:  Okay.  Thank you.

Questions by Mr. Skinner:


MR. SKINNER:  Duncan Skinner, Board Staff.


This is IR No. 9.  In the original interrogatory, we asked how Hydro One Brampton would propose drawing down the 1563 account as the 1562 account was drawn down.


And the question about the response is the first sentence in the response suggests that both accounts would be reduced by the same amounts.  The second and third sentences suggest that the accounts would be reduced at different times by different amounts.


Please clarify which method the applicant is proposing.


MR. GAPIC:  I will be taking that question.


It actually isn't one or the other.  It is not a choice of approach.  Actually, both are part of the same approach.


Initially, it would be in tandem.  The amounts would be drawn down equally.  The amounts would be drawn down equally, however, at the cessation of the disposition of the PILs deferral rate rider, there would be a point where something a little bit different has to be done.  I will explain.


Initially, you've got account 1562 and account 1563.  They would both be tracking it, and being reduced according to the amounts collected through the rider.


Once you get to the point where that rider is over, either the one-year or the two-year disposition period is over, then basically it just stops.


However, the balance of account 1562 could be under-recovered or it could be over-recovered.


If is under-recovered and it just stops, that means account 1563 would basically not be zero yet either.  It would stop as well.  So we would need to make an additional draw-down to P&L to eliminate that remainder in account 1563, and it would probably be done over a couple of months or something like that.  It depends on the magnitude.


However, if the case happened where account 1562 became overdrawn, and the residual was -- became -- in the opposite direction, account 1563 would only be drawn down to get it to zero.


Once it is zero, you stop with that one.  If 1562 carries on collecting from riders and it goes beyond it, that's fine.  Whatever the balance of account 1562 would be in future, whether it be an over-recovery, under-recovery, it would be subject to disposition at a future rate proceeding as part of the group 1 deferral and variance accounts.


MR. SKINNER:  If you got to that stage, would you suggest transferring the balance out of 1562 into 1595?


MR. GAPIC:  Correct.


MR. SKINNER:  So 1562 could be closed at the time that you did that transfer?


MR. GAPIC:  Correct.


MR. SKINNER:  Thank you.


Interrogatory No. 10, the original question asked:

"How many times has Hydro One Brampton recorded true-up items related to the 2001 PILs amount included in 2002 rates?"


The answer you gave was related to the difference between how much you were allowed in your rate application and how much you actually collected from customers.


And the question related to your response was:  Please discuss your understanding of the treatment of the 2001 stub period true-up items in 2002 through 2004.


These are the amounts that appear on "tax calc" as you submitted in your models?


MR. GAPIC:  It is Hydro One Brampton's understanding that the 2001 stub period items are only trued-up during -- in the 2001 SIMPIL model.


In addition Hydro One Brampton understands that there was no requirement to true-up 2001 stub period items from 2002 through 2004 based on the true-up methodology as established within the calculations that the SIMPIL models performs, within the 2002 through the 2004 SIMPIL models.


MR. SKINNER:  Thank you.  Board Staff Interrogatory No. 11, and this relates back to the original interrogatories, No. 63 as well as Nos. 67, 69 and 70.


In its response to Board staff Interrogatory 63(a), Hydro One Brampton states:

“Hydro One Brampton excluded regulatory assets liability movements from PILs calculations, both when they were created and when they were collected, regardless of the actual tax treatment used for those amounts.  Hydro One Brampton accounted for these as items that are not trued-up in the tax rec 3 tab of the SIMPIL models for each year from 2001 to 2005."


But in the tax reserve schedule that is part of the model, you showed an item that you called "Bill 4 deferred   revenue" which amounts to $2.9 million in 2005, has a balance of 6.6 million at the end of -- sorry, 2004 was 2.9 million.  At the end of 2005, the balance was 6.6 million and the movement was 3.7 million, and there is also notes in your audited financial statements that go on to discuss recoveries of regulatory answers -- of regulatory assets.


The supplementary question is:

"Please explain why these collections have not been excluded from the determination of the SIMPIL true-up items for ratepayers in accordance with your response above."


MR. GAPIC:  Hydro One Brampton does not consider these amounts are movements of regulatory assets.  The amounts noted were provisions made by the company for tax purposes, since it wasn't known at time of filing our tax returns for 2004 and 2005 that the company would receive final approval for the amounts recovered to date.


The amounts are posted to account 1590 in provision for tax purposes until the 2006 tax year when the Board granted final approval of the related regulatory asset balances.  I have an excerpt from our notes to the financial statements that you are referring to, 2005 audited financial statements, note 9.


On March 21st, 2005 the OEB approved the company's request to continue to recover its regulatory asset balances, including interest recognized prior to 2004.  These recoveries will be offset against the related assets once final OEB approval is received.  Such approval is expected in the second quarter of 2006.


So we only had interim approval.  Final approval didn't come until later on.  Once there was a final approval, then basically these provisions were eliminated, but for 2004 and 2005, at the time the models -- the timing of -- time frame of the models when they were run, the -- these provisions were basically dealt with in that fashion.


And we've got a table, a hand-out, for you.  We have also been asked to submit a revised schedule for account 1562.  Would you like that right now or...


MR. SKINNER:  If you haven't adjusted the 6.6 million, does it change any of the numbers in your table?


MR. GAPIC:  By making -- by making these adjustments as you are suggesting, it did change the numbers in the table.


MR. SKINNER:  So you moved the 6.6 million and 2.8 million to TAXREC 3 for purposes of --


MR. GAPIC:  Yes, for the purposes of answering this question.


MR. SKINNER:  Yes.  Then it would be useful to have.


MS. HELT:  We will mark this as Exhibit KT1.9.

EXHIBIT NO. KT1.9: UPDATED TABLE RELATING TO BOARD STAFF QUESTION 11.


MR. SKINNER:  Just so I understand, you do agree that you posted the recoveries to account 1590?


MR. GAPIC:  Correct.


MR. SKINNER:  1590 is considered a group 1 regulatory asset account?


MR. GAPIC:  Correct.


MR. SKINNER:  And the Board's instructions were that regulatory assets should not be included in the calculation of PILs?


MR. GAPIC:  Yes.  We weren't looking at it from the perspective of the inclusion in PILs.  We were looking at it from the perspective of a provision; purely as a provision, not because the account balance was moving, but because there was uncertainty.  We didn't know we were going to get those amounts.


Once there was a freeze on rates and once there was a lot of uncertainty regarding recovery of many different things, Hydro One Brampton took a conservative approach.


MR. SKINNER:  Do you recall reading the letter from the Minister of Energy in 2004 or late 2003 permitting the Board to allow recovery of 25 percent of regulatory assets?


MR. GAPIC:  If I recollect that, it was on an interim basis.


MR. SKINNER:  But there was no restriction?


MR. GAPIC:  Well, I can't remember that far back, but it does ring a bell of some degree.


MR. SKINNER:  Okay.  Sorry, was the schedule handed out?  Oh, sorry.


So the 1.4 million does not include the interest claw-back, but does reflect the adjustment for the tax impact of the provisions?


MR. GAPIC:  The original amount we filed for disposition was approximately $5.5 million.


MR. SKINNER:  Okay.


MR. GAPIC:  And that was removal of the claw-back.  And in this figure here, basically all we've done from that 5.5 million is removed the aspect that you asked us to in the question.


MR. SKINNER:  And that is approximately $3.7 million?


MR. GAPIC:  It looks to be about that, yes.


MR. SKINNER:  So if I refer to the original tables that you provided, you had one with interest claw-back and one without interest claw-back?


MR. GAPIC:  Correct.


MR. SKINNER:  With interest claw-back, it was 1,182,457?


MR. GAPIC:  Hmm-hmm.


MR. SKINNER:  And without interest claw-back, it was 5,162,000?


MR. GAPIC:  Correct.


MR. SKINNER:  So if you remove $3.7 million from the $1.2 million, then you would have a credit balance of something like $2.5 million, I think?


MR. GAPIC:  If the -- you are basically making an adjustment for the interest claw-back?


MR. SKINNER:  Yes.  So your range of numbers, I think, is negative 2.5 million to a positive 1.5 million, depending whether the interest claw-back is considered or not considered.


MR. GAPIC:  That would appear to be correct, yes.


MR. SKINNER:  Okay.  So it will rely on the Board's interpretation of whether account 1590 collections is a regulatory asset and should be excluded or whether, as you have characterized it, it is a provision pending the Board final approval of any amount collected?


MR. GAPIC:  Correct.


MR. SKINNER:  Okay.  Number 12:

"In its response, Hydro One Brampton states: 'Income tax rates for 2001 through 2005 were calculated based on information in the tax returns for these years, that is, net income tax payable divided by net taxable income.  The maximum income tax rate used to calculate true-up amounts is the difference between the legislated income tax rate and the federal surtax rate.'"


And the question we asked was:

"Please explain why you did not deduct the surtax rate from the calculated income tax rate described in the first sentence of the response."


MR. GAPIC:  Hydro One Brampton agrees that the wording of that response is not totally representative.  We've adjusted that wording, as follows:


The marginal income tax rates for 2001 through 2005 (calculated based on information in the tax returns for those years, that is, net income tax payable divided by taxable income) less the federal surtax rate was used for true-up purposes.  The maximum income tax rate used to calculate true-up amounts is the difference between the legislated income tax rate and the federal surtax rate.


Also, the methodologies used in the updated SIMPIL models basically made those formulations and did those things automatically.  We didn't have to adjust or change any of the calculations of the models.  We just let the models do their thing.


MR. SKINNER:  Okay.  Question number 13, it refers to the original Interrogatory No. 65.


We have provided a long preamble.  It basically gets to that:

"In 2001 the debt increased by $27,648,000 from $114,579,000 to $142,253,000.  The main driver of this change in debt was the goodwill of $60,060,000 that resulted from push-down accounting.  Since 2001 the debt levels have been fairly constant.  In 2009 the goodwill was written off against contributed surplus."


So it appeared to us that the primary cause of the increased interest expense was the addition of goodwill to the balance sheet of Hydro One Brampton, and then recapitalization.


In answer to SEC Interrogatory No. 40(e), you've replied that:

"$32,468,553 of PILs were paid to the Ministry of Finance for the period 2001 through April 30, 2006. During the same period Hydro One Brampton collected from (billed to) ratepayers $39,660,297."


The $7.2 million difference was partially caused by the benefit of having more interest expense to deduct.


And the question we have is:

"Did Hydro One Brampton pay more PILs to the government than it collected from ratepayers in the period from 2006 through 2009?"


We thought that if you extended the table that you provided in answer to SEC, it might be informative.


MR. GAPIC:  Yes.  We've done that, and we will hand out the table.


[Document handed out]


MS. HELT:  That will be Exhibit KT1.10.

EXHIBIT NO. KT1.10:  TABLE PREPARED IN RESPONSE TO BOARD STAFF TC IR No. 13.


MR. GAPIC: I can step you through this table as well, two elements of the table, the top part being the PILs proxy collected.


We've got the actual amounts collected in relation to the PILs true-up period from, in our case, August 1st, 2001 through to April 30th, 2006.  So those are actual amounts collected.


We didn't have actual amounts collected for PILs for the period of May 1st, 2006 through to December 31st, 2009.  We didn't actually have a rate sliver the same way as we did before, so that is something we didn't have a chance to get our fingers on readily.


However, what we did do is we calculated PILs proxy amounts to be an estimate for the amounts collected from the period May 1st 2006 through to December 31st, 2009.


And what we have, I will show you -- I will step through the first part.


To the end of 2005 we got 36,773,577.  And then 2006 through to 2009, we got 37,866,095, so that is the collected amount, I will call that.


And then down below we've got the regulatory PILs assessment.  The figure that was provided in the interrogatory to SEC was basically the first row, being Ministry of Revenue PILs assessment, 29 million 253, probably plus the 9.644, I believe would cover that.


No, It's not part of it.


Sorry.  It is.  38, 39, yes.  The first two numbers in that row would tie back to the 39,660,297.  And there is an adjustment made:  Add goodwill benefits to the shareholders.


Due to the nature of the way Hydro One Brampton treated its goodwill, there was a benefit to the shareholder in relation to ECE deduction on the income tax return.


From a regulatory perspective, that doesn't exist and that is not a tax savings for the ratepayer itself.  So what we have done is we have added those amounts of goodwill tax benefits back, to come up with the regulatory PILs assessment amounts.


So to the end of '05, 33,759,174, and then for '06 to '09, 39,491,443.


So the difference between the amounts collected to the end of 2005 versus the amounts -- the PILs assessments, being $3,014,403, rather than the difference previously shown of 7,211,744.


Now, looking at the period 2006 through 2009, it changes a little bit.  The PILs proxy collected 37,866,000 versus the regulatory PILs assessment of 39,491,443, for a difference of negative $1,625,348.


And total from the beginning of August 1st, 2001 through to December 31st, 2009 being a difference of $1,389,055.


MR. SKINNER:  If we ignore the goodwill benefits to shareholders, which -- I am not sure if "theoretical" is the correct way to describe it.  Opportunity?  Loss for you?  Opportunity gain for them?  I am not sure how you describe it.


We would be comparing 74.6 million to 65.9 million.


So at the end of the period, ignoring that component, there would be a $9 million difference.


MR. GAPIC:  Ignoring that component, it would be approximately nine million.


MR. SKINNER:  Okay.  So for Hydro One Brampton's purposes, you continued to collect each year slightly more than you were paying to the Ministry of Finance?


MR. GAPIC:  Yes.  The amounts collected through rates were slightly higher than what we were paying, correct.


MR. SKINNER:  Okay.  Thank you.


Question No. 14 relates to the original Board staff Interrogatory No. 72, and there were two parts to that interrogatory.


In part (a), you responded that the items included in 1592 were Federal Large Corporation Tax, Ontario Capital Tax, and capital cost allowance adjustment.


Then in the second part, you provided a table where you reconciled the different impacts in dollar terms of the verbal description that you gave in part (a).


And we asked you to complete the table that shows the Large Corporation Tax taken from your 2006 EDR PILs model, the Ontario Capital Tax adjustment from your answer to original IR 72, and then we asked you to fill in the blanks for CCA adjustment, which we couldn't see in your original response, and any change in interest carrying charges, and a total.


Then we asked you, in the next part, to compare that with your response to VECC's IR No. 56 which was $602,667.


MR. GAPIC:  Yes.  We got an updated table for you that gives that information you requested.


[Table handed out.]


MS. HELT:  That will be Exhibit KT1.11.

EXHIBIT NO. KT1.11:  UPDATED TABLE IN RESPONSE TO VECC INTERROGATORY NO. 56.


MR. GAPIC:  So the CCA adjustments we actually got for a two-year period, first from May 1st, 2006 through to April 30th, 2007, total of $16,322.64.


And the other one for the next year for $16,320.00 total, including interest carrying charges of $602,668.45, with no material differences from the amount described.


MR. SKINNER:  Okay.  Thank you.  Can you -- do you recall what the CCA adjustments were for?


MR. GAPIC:  I can't recall specifically, but I know it was in relation to a particular class that had the CCA rate changed around the same time period that we did the first 293,550 record.  But I don't know off the top of my head.


MR. SKINNER:  Okay.  Thank you.  Part (c) of No. 14 was:

"Did Hydro One Brampton include any HST-related items in 1592?"


MR. GAPIC:  There were no HST-related items recorded account 1592 to the end of 2009.


The only things that were in that account to the end of 2009 were the things we mentioned here.


Also, for clarification, Hydro One Brampton is seeking disposition of account 1592 including principal to the end of December 31st, 2009, as well as carrying charges life-to-date to the end of December 31st, 2010.


MR. SKINNER:  Okay.  And that number is 5,592,315?


MR. GAPIC:  Well, in particular, to account 1592 -- that is what we're talking about here, right?  1592?


The amount is 602,667 or -668, plus interest for one more year, basically.


MR. SKINNER:  Okay, sorry.  Question No. 15 refers to the original Interrogatory No. 73.  This is where I just quoted the number.  I was looking down one number.


Hydro One Brampton is requesting relief of $5,592,315?


MR. GAPIC:  Correct.


MR. SKINNER:  How would Hydro One Brampton allocate this proposed recovery to the rate classes in 2011?


MR. GAPIC:  Hydro One Brampton have taken a closer look at the revenue shares by customer class, and in response to an IR this morning -- I believe it was to VECC -- we looked at the PILs proxy rates slivers that were calculated for 2002, went back to the 2002 through -- sorry, 2002 RAM model, 2004 and 2005 RAM models, and we determined that if the rate slivers were established on the basis of revenue shares for those historical periods based on the revenue shares at that point, the most appropriate way was to use revenue shares and would be -- since there was no 2003 RAM model, would be to give the 2002 RAM model double weighting, and then use the 2004 and 2005 revenue shares to do a weighted average weighting by customer class.


MR. SKINNER:  Have you compared that to 2011 in your application?


MR. GAPIC:  We have not.


MR. SKINNER:  Do you have any feel for -- would it be close, or have you had more growth in one class since 2005?


MR. GAPIC:  I can't answer that.  I don't know.


MR. SKINNER:  Would you be willing to accept an undertaking to do the comparison?


MR. GAPIC:  Yes.


MR. SKINNER:  Thank you.


MS. HELT:  Undertaking JT1.20.

UNDERTAKING NO. JT1.20:  to COMPARE PROPOSED ALLOCATION METHODS WITH 2011


MR. SKINNER:  I am finished.


MS. HELT:  I understand that Mr. Cooney has one further question that he would like to ask.


MR. COONEY:  Thank you.  It is with respect to, earlier, he we had a discussion about the percentages for SCADA, renewable energy investments and expansions, and you had some discussion over how you arrived at those percentages through -- I don't really know quite what.


But could you -- would you undertake to provide some form of management analysis or presentation or some other document which provides the reasoning as to how those percentages were arrived at?


MR. MASTROFRANCESCO:  I could do that for you.


MR. COONEY:  All right, thank you.


MS. HELT:  That will be undertaking JT1.21.

UNDERTAKING NO. JT1.21:  to PROVIDE MANAGEMENT ANALYSIS, PRESENTATION OR SOME DOCUMENT WHICH PROVIDES REASONING AS TO HOW THOSE PERCENTAGES WERE ARRIVED AT FOR SCADA, RENEWABLE ENERGY INVESTMENTS AND EXPANSIONS.


MR. COONEY:  That is my only question.  Thanks.


MS. HELT:  Mr. Shepherd?


MR. SHEPHERD:  Yes.  I don't have any follow-up questions right now, but I do have a couple of questions on how to deal with these business plan documents.


MS. HELT:  All right.


MR. SHEPHERD:  I am not going to refer to anything in them that is confidential.


MS. HELT:  If parties are agreeable, what has been done in other technical conferences, and sometimes at hearings, when there are confidential documents being referred to, so long as there is nothing specific referred to -- for example, the question may be on page 5, table 1, there is a comparison of X.


If parties feel that they can ask the questions and answer the questions in a way that the information can be put on the record and it is not going to breach any confidentiality, then we can proceed that way.


If not, what we can do is go in camera for this part of the technical conference, and then there is no issue with respect to worrying that something that is confidential goes on the public record.


MR. SHEPHERD:  That is understood.  I actually don't have detailed questions on the documents, because of course we just saw them today and there's several hundred pages.  In any case, we have another update coming.


But I do have some general questions relating to how the documents work and I won't be referring to the contents.  So there is no risk that there will be anything -- believe me, I am very careful.


MS. HELT:  I understand.  If that is agreeable to Hydro One Brampton?


MR. FORTINI:  That is agreeable, and I guess it is implied in that that if we feel that it gets a little too close to the sensitive information, we can take it off line?


MS. HELT:  Absolutely.


MR. FORTINI:  That's great.  Thanks.

Continued Questions by Mr. Shepherd:


MR. SHEPHERD:  I just have really three questions.  First of all, part of filing confidential documents is you file a redacted version with the confidential information removed.


Do you have a sense of when you are likely to have that available, or is it available now?  It is one of the requirements under the confidential -- under the practice direction, because I would rather not deal with the confidential document and not -- and be worried that a lot of stuff in here, which is not really confidential, I have to protect, if I can avoid it.


So if you have the redacted or you will have them soon, that would be useful.


[Witness panel confers]


MR. GRIBBON:  I guess I am having somewhat of a concern about where we are going with this.  The copy you have is not redacted.


MR. SHEPHERD:  I am going to get to that, but it is not, you're right.


MR. GRIBBON:  No.  So I guess what would be the point of redacting it?


MR. SHEPHERD:  So that we have a public document that we can use, for example, in a hearing or in a proceeding like this to ask you questions on the public version of it without worrying about breaching confidentiality.


MS. HELT:  Perhaps I can just clarify.  There is, you may be familiar with this, but a Board practice direction on confidential filings.


Section 5 of that sets out the general process for confidentiality in matters before the Board, which includes, under 5.14, a request for confidentiality must include the following items.


And in that section, it talks about a cover letter indicating the reasons for the confidentiality request, a confidential unredacted version, as well as either a non-confidential redacted version, or, if the request for confidentiality relates to the entire document, a non-confidential description or summary of the document.


So if you are claiming confidentiality for the entire document, that is different, but if there are only sections of the document you are claiming confidentiality for, then the practice direction indicates there should be a redacted version also filed to go on the public record.


MR. GRIBBON:  Up to this point, the business plan is a confidential document.


MR. SHEPHERD:  No, no, but that is not the question.  The question is whether the Board can put a version of it out in public, because the Board's normal practice is everything should be public; right?  This is the rule.


And so the typical action by regulated utilities is that they file something that redacts the stuff that the public can't see.


[Counsel confers with Mr. Gribbon]


MR. FORTINI:  What we are planning to do with that is we are going to take that under advisement and provide you with our response.  But clearly if there is a Board directive on it, we will be compliant with that directive.


MS. HELT:  Perhaps I can just point out there is Procedural Order No. 2 which provides that:

"Parties wishing to make a submission on the confidentiality status of the proposed confidential documents shall file such submissions with the Board and deliver to them to Hydro One Brampton by October 15, 2010."


Then Hydro One Brampton has until October 21st to respond.


MR. SHEPHERD:  Yes.  That is the reason why I am raising it today, is because I don't know what I am submitting on.  Am I submitting on the whole document, because if I am submitting on the whole document, it is pretty easy to show that 99 percent of it is not confidential information?


But if there are specific things in it that are the things that concern you, that is a more difficult argument to make.  I need to know which one I am making, and I have to do it on Friday.


MR. FORTINI:  So we will take it under advisement and we will provide a response in a prompt manner.


MR. SHEPHERD:  Thank you.  The second thing I wanted to ask you about these documents is those tabs on the top appear to be separate documents, but there is no description of what the documents are.  It looks like there is about 11 documents in here, different documents with different times, et cetera.


Is it possible to get a description of what those documents actually are, how they differ from each other, because some of them might be attached to other ones, for example?  Some of them might be the same thing, but presented in a different form.  Do you understand what I am saying?


I have only had a little bit of time with them, but I don't actually understand.  For example, the last two documents appear to be identical, but one given to a committee and one given to the Board.  But I don't know whether they're identical, and I don't know whether I should treat them that way.


MR. GRIBBON:  Well, I believe the request was for business plans that went to the committee of the Board, or the Board itself.


MR. SHEPHERD:  Sure.


MR. GRIBBON:  So I believe that is what you have.


MR. SHEPHERD:  Okay.  Look, all I am asking for is a description of what these documents are.


Could you give us the table of contents, telling us what the documents are?  It is not hard.


MR. FORTINI:  I see that you are pretty insistent on this information.  So just for clarification, and if you are comfortable with a table of contents or information on that level, I am sure we could provide.


Anything more detailed, then we will have to think about it.


MR. SHEPHERD:  Then my third question is in the second document –


MS. HELT:  If we can just note that as an undertaking, then -–


MR. SHEPHERD:  Sure.


MS. HELT:  -- to provide a table of contents for the binder of confidential documents.  That will be JT1.22.

UNDERTAKING NO. JT1.22:  to PROVIDE TABLE OF CONTENTS FOR BINDER OF CONFIDENTIAL DOCUMENTS.


MR. SHEPHERD:  And my last question is, the second of these documents -- and this is one example of this, but I think there is several examples of this in these various documents -- is headed up:  "2009 business plan, submitted July 29th."


And it appears that at least the first two pages have redactions.  So can you please -- and this, by the way, this occurs a number of times throughout this document, throughout this package of documents, that we have things that have redactions or what appear to be redactions.


The rules require that you provide unredacted copies, so I wonder if you could provide unredacted copies.


MR. GRIBBON:  So that was the -- which version of the plan?


MR. SHEPHERD:  It is the second document in the package.  The title page says:  "2009 business plan, submitted July 29th."


I am using this as an example.  This happens a number of times throughout this package.


[Witness panel confers.]


MR. FORTINI:  We can answer that.


MR. SHEPHERD:  Thank you.


MR. MILLER:  That is just a spreadsheet, Jay.


MR. SHEPHERD:  But that is a redaction, right?


MR. MILLER:  No.  That is just black cells.  We just do that for the purpose of visual impact.  There is no information being hidden there at all.


MR. SHEPHERD:  So similarly on the next page?


MR. MILLER:  Yes, same thing.  You will see that as a common theme.  That is how we display our information.  There is nothing hidden there at all.


MR. SHEPHERD:  That is how the redactions show in documents.


MR. MILLER:  But that is how our documents look.


MR. SHEPHERD:  So you are telling me there are no redactions in these documents?


MR. MILLER:  No.  Absolutely none.


MR. SHEPHERD:  Thank you.  I have no other questions on this.  I mean, I will have questions on this, but not today.


MS. HELT:  Do any other parties have any questions?


MR. AIKEN:  Yes.  Just one question, I guess.

Questions by Mr. Aiken:


MR. AIKEN:  One question.  There has been a number of exhibits, KT exhibits filed today.  Is the company going to file those electronically through their web drawer system?


MR. MILLER:  Yes, we can file them and direct it to the Board Secretary.


MS. HELT:  Thank you.


If there are no further questions, I do note that Mr. Shepherd did file his letter with the Board Secretary with respect to the issue of the PILs amount and account 1562.


That will -- it has been brought to the attention of the Panel, and they will review it and consider it, and make any determination or not.


And so in the interim, we should proceed with the schedule as it is currently, and if there is going to be any deviation from that, the Panel will direct the parties.


MR. SHEPHERD:  Can I ask when we can expect to see the undertaking responses from today?


MR. MILLER:  Didn't hear you.


MR. SHEPHERD:  Sorry.  I was on.  Can I ask when we can expect to see the undertaking responses from today?


MR. MILLER:  Sure.  I'd consulted, and I think we agreed upon Monday.


MR. SHEPHERD:  Monday the 18th?  Thank you.


MS. HELT:  Well, if there is nothing further, then this technical conference is adjourned.


Thank you, everyone.


--- Whereupon the hearing concluded at 4:20 p.m.
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