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--- On commencing at 9:36 a.m.

MS. CONBOY:  Thank you.  Please be seated.

Good morning, everyone.  Good morning, panel.

Ms. Helt, I see you have taken over the reins from Mr. Millar.  Welcome.

MS. HELT:  Thank you.

MS. CONBOY:  Before we begin, are there any preliminary matters?  Okay.  Well, I think it is over to you, Mr. Shepherd and Mr. Rubenstein.
HYDRO ONE BRAMPTON NETWORKS INC. - PANEL 1 (resumed)


Dan Gapic, Previously Sworn


Jamie Gribbon, Previously Sworn


Aldo Mastrofrancesco, Previously Sworn


Scott Miller, Previously Sworn
Cross-Examination by Mr. Rubenstein:

MR. RUBENSTEIN:  Hello.  My name is Mark Rubenstein, and I am an articling student representing the School Energy Coalition.

You were given two documents, a compendium of materials and a separate individual sheet.

MS. HELT:  I believe that the Panel members have them before them.  If we could mark the cross-examination materials of the School Energy Coalition as Exhibit K2.1, and the OM&A cost per customer, a separate sheet, as Exhibit K2.2.

EXHIBIT NO. K2.1: COMPENDIUM OF CROSS-EXAMINATION MATERIALS OF THE SCHOOL ENERGY COALITION.
EXHIBIT NO. K2.2:  OM&A COST PER CUSTOMER, SINGLE SHEET.

MR. RUBENSTEIN:  Okay.  Thankfully, after yesterday, I have a lot less questions, so this will go quicker.  The Board will be happy about that.

In your prefiled evidence - and this is not in the compendium - you say that 49 percent of your employees are 50 years of age or older, 12 percent of employees will be eligible for undiscounted retirement by the end of the test year, and you characterize this as a staffing challenge.

Would that be a correct characterization of what you guys believe?

MR. GRIBBON:  In general, I would agree with your comments.  I am not privy to what section you are referring to there, but, in general, we do have an aging workforce.

MR. RUBENSTEIN:  If we look at -- if I take you to SEC 25, so that is located at page 5 through 8 of the compendium of documents, what you were asked to do was break down the employee age demographics into the various categories of workers and by age.  I was wondering if you can go through the various categories of workers and tell us in which category you find that you have a demographics problem.

MR. GRIBBON:  Well, certainly the 40- to 49-year group and the 50 to 51, which is the bulk of our staff.

MR. RUBENSTEIN:  No, I mean in which of the different work categories.  So for section (c) of SEC 25 on page 5, 6, 7 and 8, you go through information technology, engineering and operations.  Which one of those categories is a problem for Hydro Brampton?

MR. GRIBBON:  We have supplied this document in response to an IR, which identifies the first group as management.  You can see the heading is on the previous page.

In that group, you will see that 17 of the 37 are in the 50 to 59 group.  Engineering and operations, again, we have a significant number in that 50 to 59 group.

IT, as well, we have a significant number in the 50 to 59 group.  Customer service, we have again a significant number in that same group.  Financial services, 30 percent are in that group.

And then, lastly, in the lines department, we have 11 out of 51 in that 50 to 59 group, and 21 in the 40 to 49 group.

MR. RUBENSTEIN:  So I asked this because in section (d) - so this is again on page 8 - you were asked to provide a full copy of the succession plan, and you provide a small explanation, and then a reference to an exhibit, which is page 13 in the compendium.

So I was wondering if there is a full succession plan, a long-term succession plan, if this is a problem that you have an aging work force.  Is there a plan in place to deal with this more than two years out to identify the positions which -- the areas that are going to be a problem, how you are going to address this, those sort of things?

MR. GRIBBON:  The short answer is "no".

MR. RUBENSTEIN:  So you are taking it at -- you know, every single year you are looking at it and coming to a conclusion of what positions you might or might not need to hire?

MR. GRIBBON:  This was our initial run at this.  We, in prior years, didn't have much planning around succession, and in recent years it has been an increasingly growing problem with our aging work force and certain individuals leaving with a significant amount of knowledge.

MR. RUBENSTEIN:  And so when you come to the conclusion -- so on, say, page 13, where you are deciding for 2010-2011 which positions should be hired on the basis of succession planning, how do you come to these sort of conclusions?

I mean, have you taken -- is there any data that shows who is retiring when they're eligible for a full discounted retirement?

MR. GRIBBON:  Now, you were referring to page 15?

MR. RUBENSTEIN:  Sorry, 13.

MR. GRIBBON:  Thirteen?  And your question, if you could repeat that again for me, Mr. Rubenstein?

MR. RUBENSTEIN:  Sure.  So when you are coming -- this is an example of the document that you were referring to.  So when you were planning for short-term succession planning, you need to hire sort of new individuals.  So I see in 2010-2011 you were planning to hire three line apprentices for the reason of succession planning.

So my question then is:  How do you come to the conclusion that you are going to need to hire three, specifically?

MR. GRIBBON:  In this particular case, we utilize a significant number of external contractors for our line work, and in the short term we have a significant number of long-service employees that are eligible to retire within the next five years.

So we recognize that as an area that we need to focus on.

MR. RUBENSTEIN:  But have you undertaken to look at past data or look at data, if it is available, with other LDCs, about, say, what percentage of employees, as soon as they're eligible for retirement, retire in the first year versus retire in the second year, so you have a more accurate view of when you will need certain employees for certain -- you know, versus other employees?

I see, if you look back at the previous page, on page 12, which shows 2005-2011 hires, I mean you had hired no line apprentices between 2005 and 2009, as an example.

MR. GRIBBON:  Excuse me.

[Witness panel confers]


MR. GRIBBON: That group, in general, are very marketable, and what we found, internally, is that not many of them work past the point where they can retire without a reduction to their pension.

So they will retire when the time comes, and, in all likelihood, they will obtain other employment with another utility, with a contractor.

MR. RUBENSTEIN:  So do you have -- I mean, so to come to that conclusion, you have taken -- it seems, from what you're saying, you have taken a look at past trends when it comes to line apprentice.  Have you done that same sort of analysis, then, when it comes to various other positions?

MR. MILLER:  If I could just elaborate on Mr. Gribbon's comment there?

If you go to that chart or table on page 8 of this exhibit, you will find that there is 11 linemen in the age of 50 to 59.  And like I stated previously, a lot of linemen -- long-term linemen do not work past 60.  There is 11 there that are in that bracket right now.

When we go to hire an apprentice, an apprentice training program lasts four to five years before this person becomes fully qualified to do the work.  So this isn't something you can just hire, you know, a year or two before and have this person out on the lines working as a fully qualified journeyman.  There is a significant amount of time that goes in to train the individuals.

So you can see there that we have 11 employees in that age group that we expect to retire within four to five years, and we have identified three.

MR. RUBENSTEIN:  Okay.  That's fine.  So I just want to -- I am moving on to another sort of sub-area here.

If you go to page 4, and that is Energy Probe 35, I was wondering if you could update us.  Have you filled the positions listed in number (a)?

MR. GRIBBON:  The positions are the assistant supervisor, and no, that hasn't been filled, but it is in the process of being filled.

A customer accounts representative has been filled.

The two line apprentices, as we say there, one has been filled.  I am just going to my notes.  Both of those have been filled now.

The outage planning coordinator, again, we're in the selection process and expect to have that filled within the next month.

The software developer has been filled.

MR. RUBENSTEIN:  Okay.  And if you go to page 14, which is Energy Probe -- which is, sorry, Staff 22, there is a number of other positions that you were scheduled to hire in Q4.

So that would be fleet mechanic, project engineer, and building general helper.

Have you filled those positions?

MR. GRIBBON:  The project engineer has not been filled, but we are in the process of filling that.

The outage planning coordinator, the same.  We are in the process of doing that.

The fleet mechanic, that is in the process, as well as the assistant supervisor is -- we are in the process of filling that one.

We have not, as of yet, posted for the building general helper.

MR. RUBENSTEIN:  So yesterday -- I guess it would be best to turn to page number 12 for this.

Yesterday, in response to Mr. Buonaguro's question about the replacement justification for a position, and how it's not really a new position but it is an incremental position, because that means -- in some way, because the position had not been filled the year before.

Is that correct, how I characterized that?

MR. GRIBBON:  That's correct.

MR. RUBENSTEIN:  I was wondering, looking through this table, you never have, before 2010 -- that justification is never used.  Why would this be the case?

MR. GRIBBON:  I am not sure I follow your question.

MR. RUBENSTEIN:  So if you look on page 12 -- and it has all of the hirings from 2005 to 2011 -- if you look at the replacement, from -- they only exist for positions as justification positions in 2010 and 2011.

So from 2005 to 2009, as far as I can tell, you never -- for no position that was added, that rationale was used.

[Witness panel confers.]

MR. GRIBBON:  There are some additions or replacement positions that are included in other years.  I have to read the request of IR No. 27.

The request was:
"Please restate table 1 to add 2007 to 2009 and thus include all 48 additions."

So what we have included there are the additions.


MR. RUBENSTEIN:  Okay.  So then you didn't include any replacement positions for those other years, if they had occurred?

MR. GRIBBON:  I believe some of these would be replacement positions, as well.

MR. RUBENSTEIN:  But you don't mark them as replacement positions, then?

MR. GRIBBON:  For example, the accounting supervisor was a replacement position that was vacant for a few years, and it was determined that we needed to replace that position.  So work demands caused that replacement to happen in 2005.

MR. RUBENSTEIN:  So then -- but -- okay.  So then if we, say, look above and we go to accounts receivable analyst, which you have listed under the justification of replacement, are you saying that that is actually -- it should be a W as well?

MR. GRIBBON:  We could include that as a W as well.

MR. RUBENSTEIN:  So this would be the case for all Rs?  I mean you've -- there is -- you have Rs and you have Ws to represent two different things.  Yet you are only using the Rs, as I read it, for 2010 and 2011?

MR. GRIBBON:  Certainly 2010 and 2011 has been our focus for this proceeding.

MR. RUBENSTEIN:  Okay.  So I am just going to -- you have confused me even more now.

My question is just, you had these -- for how you explained it yesterday -- and correct me if I am wrong -- is Rs were positions that had existed before and that someone had left, or I mean the position was then vacated.

Then in the next year, or there had to be at least a space of some sort of -- a year at least, that this would become -- or how you specified it as a new sort of incremental position that you would then hire a new individual for this position.

First of all, my question then would be:  So if we use the example of -- we see Rs for drafting supervisor and drafting person, but you are hiring both this year or you plan to.  So my question is:  How long had those two positions been vacant?

MR. GRIBBON:  The drafting supervisor position would have been vacant for at least a year, and the draftsperson position would have been vacant, as well, for at least a year.

MR. RUBENSTEIN:  So at least, is it -- I mean, I don't know if you probably don't know this right off the top of your head, but just roughly.  I mean, more than a year could be five years.

[Witness panel confers.]

MR. GRIBBON:  There was an internal promotion -- and again, I am going to repeat myself -- at least a year ago, and the drafting positions had been vacant for that amount of time.

If you want an exact date, I can provide an exact date, but I am not sure that that would --


MR. RUBENSTEIN:  I was wondering if you could undertake to provide exact dates for all the R positions, everything you have specified as a replacement position.

MR. ENGELBERG:  Madam Chair, that seems to be -- to me to be a fair amount of work to do at this point.  It could have been requested previously, and I am really not sure whether it would be helpful, whether much turns on whether it was one year or 18 months or 24 months.

MR. RUBENSTEIN:  Well, I would disagree, because that position could be vacant for five years, ten years, so we don't know.

MS. CONBOY:  Just a minute, please.

[Board Panel confer]

MS. CONBOY:  I think at this point we are a little loathe to grant that undertaking.  We are getting into an area, Mr. Rubenstein, we feel that these are questions that could have been asked at the technical conference.

The panel is trying to answer your questions, and it appears that it will be a substantial amount of work for the applicant.  So I think we are going to keep going, please.

MR. RUBENSTEIN:  Okay.  So moving on, if you go to page 17 -- and I apologize.  I have no idea why it printed in landscape for this chart.

You say -- so if we look at the position of -- and this will be actually on page -- yes, 17, the human resources manager.  You are hiring this new position of human resources manager, and you say, under the rationale, a requirement to have this individual who may potentially supervise HR and HS&E and be able to do labour relations functions.

So is the position -- "potentially supervise".   Is the position -- I mean, that is a curious use of words.

Is the specification for the position that if all goes well, that this was what the position will do, that they will become supervisor for these functions?

MR. GRIBBON:  That's correct.

MR. RUBENSTEIN:  And, as well, just above that you say -- so part of your rationale is succession planning and the HS&E manager expect to retire in 2012.

So my question was:  Will this individual replace that position of an HS&E manager in 2012?

MR. GRIBBON:  Yes, that's the plan, that this person would take over as the manager of HR and health and safety.

MR. RUBENSTEIN:  Okay.  So then there won't be an HS&E manager hired in 2012?

MR. GRIBBON:  Well, given that some of the duties that that individual will give up as part of his responsibility that is now covered off in his HR role, in all likelihood, we believe that we will need additional staff in health and safety, because we are focussed on health and safety.  It is one of our primary objectives.

MR. RUBENSTEIN:  Okay.  As well, you say - and this would be on page 16 - you are hiring in 2011 a health, safety and environment coordinator.  This is new legislation, and legal requirements for documentation has increased workload, work previously done by HS&E managers.

So my question then is:  Can you talk just briefly about this new legislation and legal requirement that is requiring, you know, a new individual?

MR. GRIBBON:  Sorry, what page are you on?

MR. RUBENSTEIN:  This is on page 16.  It is the rationale for the health, safety and environment coordinator.

MR. GRIBBON:  That area has seen a number of legislative changes, from PCB legislation to just the way that we deal with health and safety internally.

The workload there is increasing, and there is a requirement that we -- it is a requirement that we need to fulfil and this person is required.

MR. RUBENSTEIN:  And this is on top of, in 2007, you were hiring a health, safety and environment supervisor and your rationale was changes to legislation, as well?

MR. GRIBBON:  Yes.

MR. RUBENSTEIN:  Okay.  I just want to bring you to the individual sheet.

A number of the positions for the rationale that were listed in the compendium were based on sort of workload.  If we look at, say, from 2008 to 2007 -- and I know yesterday, in answer to a question, you talked about large growth in the Hydro One Brampton area from 2002 to 2008, but between 2008 and 2011, I mean, while there has been growth -- there's been growth of, you know, roughly 4.26 percent in customers, and yet growth of, you know, over 11-1/2 percent in employees.

And you provide a lot of rationale based on sort of workload in a number of positions, and I was wondering how you could reconcile that with the more modest growth in customer count.

MR. GRIBBON:  Some of these positions don't add additional cost to the LDC.  Some of these positions replace contracted positions, and I referred to our line group as an example of that, where there isn't typically a dollar-for-dollar trade-off, but there are some other savings to consider.

But the increase in staff, I think if you look at our employees per customer -- customers per employee, it has steadily been increasing over the last number of years and is at a level that if it isn't the highest in the province, it is very close to it.

MR. RUBENSTEIN:  Those are my questions.  Thank you.

MR. GRIBBON:  Thank you.

MR. SHEPHERD:  Madam Chair, I have perhaps ten minutes, at most.

MS. CONBOY:  Oh, great.  Thank you.  You read the transcripts yesterday?


MR. SHEPHERD:  I did read the transcripts.  Okay, skimmed the transcripts.
Cross-Examination by Mr. Shepherd:


MR. SHEPHERD:  Before I get into the main thing I want to ask about, you talked yesterday about your CDM strategy, which was filed November 1st; right?

MR. MILLER:  That is correct.

MR. SHEPHERD:  And there are a number of impacts of that strategy on your application and your load forecast and your personnel decisions, et cetera; right?

MR. MILLER:  Correct.

MR. SHEPHERD:  Is that on the record somewhere, your CDM strategy?  Have you filed it?

MR. MILLER:  It has been filed with the --


MR. SHEPHERD:  No.  In this proceeding?

MR. MILLER:  In this proceeding, no.

MR. SHEPHERD:  Would you mind filing it so we can see it, so we can refer to it in argument?

MR. ENGELBERG:  I don't know that that would be helpful, but if the Board feels it would be helpful, that is on the record with the Board and people are free to look at it.

MR. SHEPHERD:  I would appreciate it, if that is possible, and the document is available, anyway.

MS. CONBOY:  Well, it seems like it is a document you already filed with the Board and if -- it shouldn't be too much trouble to put it on the record here.

MS. HELT:  We will note that, then, as undertaking J2.1.
UNDERTAKING NO. J2.1:  TO FILE CDM STRATEGY.

MS. CONBOY:  Thank you.

MR. SHEPHERD:  Thank you.  Then I am going to refer to three documents:  School Energy Coalition Interrogatory No. 34, which is Exhibit 12, tab 4, schedule 34; Staff Interrogatory No. 26, which is Exhibit 12 --


MR. MILLER:  Is this available on the information that was provided this morning?  Can you give me a page number?

MR. SHEPHERD:  No.  This is responsive to your direct evidence, and so we did not have a compendium for these three documents.

MR. MILLER:  Just a moment, please.  I just need to get the information.

MR. SHEPHERD:  Okay, sorry.  Schools 34.

MS. SPOEL:  Which tab number?

MR. SHEPHERD:  That is tab 4; Exhibit 12, tab 4, schedule 34.

Then the second one is Staff 26, Exhibit 12, tab 1, schedule 26.

And I will foreshadow.  The third one is K1.1, filed yesterday, so that is probably more accessible.

Do you have those?

MR. GRIBBON:  We are looking for them.

MR. SHEPHERD:  I apologize for not having a compendium.  I didn't plan to ask questions on these three things.

MR. MILLER:  So on the first was 12-4, tab 34.  What pages?

MR. SHEPHERD:  All of it.  I will be looking at the second page mainly, but you should have all of it there.

MR. GRIBBON:  Okay.  So we have Schools 12-4-34, and OEB 26.

MR. SHEPHERD:  And K1.1 that you filed yesterday?

MR. GRIBBON:  K1.1...

MR. SHEPHERD:  That is your updated appendix A.

MR. GRIBBON:  Oh.

MR. SHEPHERD:  This is from your November 8th letter, I think, where you updated the numbers.

MR. GRIBBON:  We will just get that.

MR. SHEPHERD:  How are you doing?  Do you have those?

MS. CONBOY:  Who is waiting for who?

MR. GRIBBON:  He is waiting for me.

MS. CONBOY:  Okay.

MR. GRIBBON:  Okay.  So we have those.

MR. SHEPHERD:  Okay.  So let's start with Schools 34.  What I was trying to do here is I was trying to understand how you had a sufficiency, because your costs have gone way up.

So looking at Schools 34, from 2010 to 2011 you made a depreciation change, right?  You made a change in how you do your depreciation; correct?

MR. GRIBBON:  We are requesting the Board approve our new asset lives for depreciation.

MR. SHEPHERD:  Okay.  And the result of that is a reduction in your revenue requirement of about $7 million?

MR. GRIBBON:  There is a reduction to the revenue requirement, that's correct.

MR. SHEPHERD:  And it is about $7 million, right?

MR. GRIBBON:  It is in the neighbourhood of nine million.

MR. SHEPHERD:  Nine million?  Ah, perfect.

So without that you would have had a $9 million deficiency this year?

MR. GRIBBON:  No.  I would disagree with that.

MR. SHEPHERD:  Well, you have a 0.3 sufficiency now.  If you had not made that change, you would have an 8.7 million deficiency; isn't that just math?

MR. GRIBBON:  The -- there are other factors involved.  OM&A is increasing.  Other costs are increasing.  Debt costs are increasing.

MR. SHEPHERD:  All other things being equal, the deficiency, the depreciation change reduced your deficiency by $8.7 million, didn't it?

MR. GRIBBON:  It would have reduced our revenue requirement, correct.

MR. SHEPHERD:  By that much, right?

MR. GRIBBON:  Yes.

MR. SHEPHERD:  Okay.  However -- and so we thought we got you, right?  But then I went back to the numbers that are baked into rates, which is from your 2006 cost of service, right?  And actually, your amortization expense there was not much more than it is this year.

So although it has gone up over the years, you just brought it back to where it was in 2006, right?  Roughly?

It is on that same table.

MR. GRIBBON:  The increase in amortization would be a result of the increase in the rate base.

MR. SHEPHERD:  Yes.  No, it is not a trick question, Mr. Gribbon.

What I was saying is this isn't the reason why you have a sufficiency in the end, I don't think, because although your rate base caused your amortization to go up, up, up, you then redid your asset lives and got it back down to where it was, right?

MR. GRIBBON:  We reviewed our asset lives and the depreciation expense decreased, yes.

MR. SHEPHERD:  Okay.  So then we looked at what the other factors are, and it looks to us like there is two other factors.  And tell me whether this is right.

First of all, your revenues from 2006 Board-approved –- and remember, what we're talking about here is what is baked into rates now, versus what you are asking for for the test year.

So that is 2006 Board-approved is how your rates are set, currently.

And so we looked and we saw that there is about a six-and-a-half million dollar increase in your revenues in those five years, right?  Roughly?

MR. GRIBBON:  Are you referring to a table?

MR. SHEPHERD:  Same place.  I haven't moved yet.  Roughly six-and-a-half million dollars?

MR. GRIBBON:  Okay.  I agree.

MR. SHEPHERD:  And so that is because you've had the customer growth and that's one of the reasons why you are spending more money, is because you have that customer growth, right?

MR. GRIBBON:  Agreed.

MR. SHEPHERD:  Okay.  But then the other thing we saw is that the income taxes that were baked into rates in 2006 were $9.4 million, and now, on this table anyway, it is $2.2 million.  So that is a $7.2 million reduction in tax expense.

So that is additional money you have to spend this year, too, right?

MR. GRIBBON:  I wouldn't say it is additional money that we have to spend.  It is a savings for the customer.

MR. SHEPHERD:  Sorry, I meant that you have available to spend.  If you don't have to spend it on taxes, then unless you give it back to the ratepayers, you have it to spend on other things, right?

MR. GRIBBON:  That's correct.

MR. SHEPHERD:  Okay.  So those things -- and just to update, I understand correctly that -- I want you to move now to K1.1.  I just want to make sure I understand a couple of these numbers.

You see there is a number here of income tax expense about the middle of the page, which is 2,281,908?  Do you see that?

MR. GRIBBON:  Yes, I do.

MR. SHEPHERD:  Now, that is actually -- with the adjustment to ROE at the bottom, the 432,127 -- can you confirm that the tax expense is now two million 160?

MR. GRIBBON:  There should be a decline in taxes, if we update for the revenue requirement adjustment.

MR. SHEPHERD:  And that decline will be 28.5 percent of 432,127, right?

MR. GRIBBON:  It is in the range, yes.  I think it's -


MR. SHEPHERD:  I would have thought it was pretty precise.

MR. GRIBBON:  I think it is 28.25 percent.

MR. SHEPHERD:  Sorry, 28.25.  You're correct.

So that number, then, will you accept, subject to check, it is two million 160?

MR. GRIBBON:  I will accept that.

MR. SHEPHERD:  Okay.  And will you accept, subject to check, that your -- oh, sorry.  What did I just do there?  Okay.  Sorry.

Your new depreciation number, we were looking at a number of 12-five, it is now down to 12-four, so it is virtually the same as before, right?

MR. GRIBBON:  It is 12-four-47.

MR. SHEPHERD:  Okay.  So we see that your revenues went up six-and-a-half million dollars and your tax expense went down by about $7.3 million.  So that is about $14.8 million that you have available.  In addition to what is already in your rates and what your budget was in 2006, you have that additional $14.8 million; right?

MR. GRIBBON:  I didn't follow your math there, sorry.  I was looking at the schedule.

MR. SHEPHERD:  We are looking at the source of your money sources; right?  Sources and use of funds is what we're doing here.

So the source is 6.5 million of additional revenues because of customer growth, and $7.3 million, roughly, of money because your tax bill is lower.  The total of the two is actually $13.8 million, I think, if I'm --


MR. GRIBBON:  I would agree.

MR. SHEPHERD:  All right.  So then I would like you to go to Staff 28 -- 26, rather.  Do you have that?

MR. GRIBBON:  Yes.

MR. SHEPHERD:  This is just a summary of the tax provision, because actually it is not just the income tax provision that has dropped.  You also no longer have any Ontario capital tax and no longer have any large corporation tax, and that is a further amount of money, right, that you have available to spend this year?

MR. GRIBBON:  There have been reductions in that area; correct.

MR. SHEPHERD:  And would you accept, subject to check, that the entire amount of these changes is $8.1 million?  That is, the entire tax reduction is $8.1 million?

MR. GRIBBON:  The entire tax reduction?

MR. SHEPHERD:  Yes.  You see in Board Staff 26 you have 10.240 million in 2006.  That is what is baked into rates.

And you have in 2011 a figure of twenty-five-twenty, which we know is now 2.160 million.  We just agreed on that; right?  And we get a difference of $8.1 million.  Would you accept that subject to check?

MR. GRIBBON:  2.1, you said?  Yes, I will accept that, subject to check.

MR. SHEPHERD:  Okay.  So we get -- you have $14.6 million, so then we looked to see:  How did you spend that?  And, again, we're looking at these -- at the adjustments from -- baked into rates to today, and what we see is the following.  Tell me whether this is right.

Your interest cost has gone up by 3.3 million from 2006 Board-approved to your current application.  Would you accept that, subject to check, or do you want to take a look?

MR. GRIBBON:  You have lost me.  I am not sure where you're referring to.

MR. SHEPHERD:  Your interest cost in 2006, we can see here, was $9.5 million.  That is on Schools 34.  Do you see that?

MR. GRIBBON:  Yes, I see the $9.5 million.

MR. SHEPHERD:  And if you go to K1.1, your interest cost this year is $12.8 million.  Do you see that?

MR. GRIBBON:  I do.

MR. SHEPHERD:  So that is a $3.3 million increase.  And I take it that is because of -- primarily because of increased rate base; right?

MR. GRIBBON:  Yes.

MR. SHEPHERD:  Okay.  So don't have a problem with that one.

Then the second part is your ROE has increased from $10.1 million, which was the amount that was baked into rates in 2006, and that is back on Schools 34, 10.1 million.  See net income after PILs?

MR. GRIBBON:  Yes.

MR. SHEPHERD:  And that has gone up to -- on K1.1, you are now proposing an amount of $12.8 million.  Sorry, that is not right.  I am looking for it.  Sorry, $13.1 million; right?

MR. GRIBBON:  We should factor in the cost of capital adjustment.

MR. SHEPHERD:  Oh, that's right.  So 12.8 is actually right?

MR. GRIBBON:  So 12.8 is closer to --


MR. SHEPHERD:  Okay.  So that is a $2.7 million increase in ROE over that period; right?

So, again, we are looking at what is in rates now and what you proposed to be in rates.  And so cost of capital increased by 6 million, 2.7 million for ROE and $3.3 million for interest; is that right?

MR. GRIBBON:  Agreed.

MR. SHEPHERD:  Okay.

MS. SPOEL:  Mr. Shepherd, can you slow down for a minute?  I know you spent the night poring over Exhibit K1.1, but I did not.  I can't find the lines on this page as quickly as you are throwing out the numbers.

MR. SHEPHERD:  I'm sorry.

MS. SPOEL:  So whereabouts -- I can't find the line on K1.1 that tells me what the net income after PILs income taxes is.  I just can't find it on the page.  Where would I look?

MR. SHEPHERD:  Ms. Spoel, it is actually because we made the number up on the fly.  You can't find the number, because we just made it up.

MS. SPOEL:  Okay.  So it is not me.

MR. SHEPHERD:  It is actually the number of 13,134,513, which you will see about the middle of the page.

MS. SPOEL:  Yes, I see that.

MR. SHEPHERD:  But then it has to be adjusted for the after-PILs component of that 432 in the bottom, which is about --


MS. SPOEL:  That number you are at, 13 million, that is the deemed utility income.

MR. SHEPHERD:  That's right.

MS. SPOEL:  Several lines from the bottom.

MR. SHEPHERD:  Yes, that's right.  But then it has been reduced by some of that 432 that you see right at the bottom.

MS. SPOEL:  I understand that.  It is just when you do it on the fly, it is hard for us sometimes to follow where the numbers are coming from.

MR. SHEPHERD:  I certainly do wish I had spent last night working on this, but, as you well know, I spent last night actually working on something else.

[Laughter]

MR. SHEPHERD:  Okay.  So now we have 6 million of your 14-1/2 or so of extra money.  So the rest of it, it appears to us - and tell me whether this is right - is in OM&A.

That we see from Schools 34.  We see that your OM&A baked into rates is $13.7 million.  See 13.748 million?  And your OM&A requested in this proceeding is the total of two numbers, 13.711 million - I am looking at K1.1 - 13.711 million and 8,464,000, which we get as $22.2 million; is that right?

MR. GRIBBON:  I am afraid you have lost me now, Mr. Shepherd.

MR. SHEPHERD:  All right.  I will slow down.  K1.1 --


MR. GRIBBON:  Yes.

MR. SHEPHERD:  -- your OM&A is composed of two numbers, 13,711,841 and 8,464,594; is that right?

MR. GRIBBON:  8.5 million; right?

MR. SHEPHERD:  Yes, 8,464,000.

MR. GRIBBON:  Yes, that's correct.

MR. SHEPHERD:  So those two total $22.2 million?

MR. GRIBBON:  Agreed.

MR. SHEPHERD:  Right?  Okay.  And the amount baked into rates, back at Schools 34, is $12,792 -- sorry, $13,748,000; is that right?

MR. GRIBBON:  13,748,000 from 2006.

MR. SHEPHERD:  That's right.  Do you agree?

MR. GRIBBON:  I agree.

MR. SHEPHERD:  Okay.  So we get that as an $8.5 million increase in OM&A, which is a 62 percent increase.  Will you accept that subject to check?

MR. GRIBBON:  8.5?

[Witness panel confers]


MR. GRIBBON:  The increase, I would agree, subject to check, is $8.5 million.

MR. SHEPHERD:  Okay.  You are not willing to accept my 62 percent number?

MR. GRIBBON:  I would have to do the math.  I trust you calculated it, but I would --


MR. SHEPHERD:  So my last question on this is:  Am I right that this is expected to go up again?  This number is expected to go up again when you move to IFRS?  The OM&A number will go up by approximately, approximately, another $3.1 million; is that right?

MR. GRIBBON:  That's in the range, yes.

MR. SHEPHERD:  Okay.  And so the result will be that in the end, over a five-year period you will have had an 85 percent increase in OM&A, part of it because of an accounting change; right?

MR. GRIBBON:  I would just add, on the IFRS, our current estimate is $3.1 million.  It could be somewhat different as we work through this to January 1st, 2012.

MR. SHEPHERD:  All right.  Thank you, Madam Chair.

Those are our questions.

MS. CONBOY:  All right.  Thank you very much.  Mr. Engelberg, should we take -- would you like some time to consider any re-direct?

MR. ENGELBERG:  Yes, I would.  Thank you, Madam Chair.  I would like about 20 minutes, or so.

MS. CONBOY:  Okay.  We will break for 20 minutes and we will return at ten to.  Thank you.

--- Recess taken at 10:36 a.m.


--- On resuming at 10:58 a.m.

MS. CONBOY:  Thank you.  Be seated, please.

Mr. Engelberg, you've got some redirect for us?

MR. ENGELBERG:  I have one question, Madam Chair.

MS. CONBOY:  Okay.  Thank you.
Re-Examination by Mr. Engelberg:

MR. ENGELBERG:  And I am going to ask that one question of Mr. Gapic, because I was a bit confused and I think the matter needs some clarification.

At the bottom of page 92, where Mr. Gapic was being asked about Green Energy Plan -- and I don't think we need to look at what is on the record, actually, but what I would like to ask you, Mr. Gapic:  Is Brampton still asking for approval of its Green Energy Act CAPEX and the funding adder, or not?

MR. GAPIC:  It is still requesting approval for those items.

MR. ENGELBERG:  Both of them?

MR. GAPIC:  Both of them.

MR. ENGELBERG:  Thank you very much.

MR. MILLER:  Just as a comment, that information is available in our evidence on Exhibit 1, tab 1, schedule 1.1, page 4 of 6, line number 18.  And I will just read it, just for clarification:

"Hydro One Brampton seeks approval of the company's Green Energy Plan filed as part of this application in accordance with the deemed conditions of licensed distribution system planning guidelines, G 20090087, issued June 16th, 2009."

MR. ENGELBERG:  Thank you, Mr. Miller.

MS. CONBOY:  Thank you.

MR. ENGELBERG:  That is my redirect.

MS. CONBOY:  Great.  Have you got any?

[Board Panel confer]

MS. CONBOY:  So we have some tentative dates for subsequent filings.  We will be issuing a procedural order to formalize them, but what we're thinking about at the moment is Brampton's argument-in-chief will be filed on December 17th.  Staff's submission will be filed January 14th.  Intervenors' submissions will be four days later, on January 18th.  And then we will close the record with Brampton's reply on January 25th.

Okay?  So if that is everything, the panel is excused, and thank you very -- sorry, Mr. Engelberg.  Yes?

MR. ENGELBERG:  I would like to speak to one procedural matter.

MS. CONBOY:  Please.

MR. ENGELBERG:  A number of undertakings were given.

MS. CONBOY:  Oh, yes.

MR. ENGELBERG:  And we believe that we will have all of them filed by the end of the day tomorrow.

MS. CONBOY:  Perfect.  Thank you very much.

Okay.  Thank you everybody.

--- Whereupon the hearing adjourned at 11:02 a.m.
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