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Friday, April 8, 2011

--- On conmencing at 9:12 a.m

M5. HARE: Pl ease be seated.

Good norning. This is the second day of our hearing
in the case of Horizon Utilities, requesting new rates for
January 1st, 2011, EB-2010-0131.

Are there any prelimnary matters?

PRELI M NARY MATTERS

MR. SI DLOFSKY: Good norning, Madam Chair. | have
t wo.

The first one, we provided hard copi es of Exhibit
K1.3, which was an updated version of Horizon's revenue
requi rement work form

Unfortunately, in the hard copies - not in the
el ectronic versions that were sent to parties, but in the
hard copi es - one page was mi ssing. That was page 5. |
understand that nmy friend Ms. Helt has provided copies to
the Panel, but | just wanted to nmention that we have al so
provi ded copies to the parties.

MS. HARE: Thank you.

MR. SIDLOFSKY: The second prelimnary itemhas to do
with one of the undertakings. Ms. Lerette yesterday
responded, in part, to undertaking J1.6, and that had to do
wi th whet her any of the capital expenditures for vehicles
in 2011 were related to hybrid vehicles.

Ms. Lerette's response was that there are three
vehi cl es planned for 2011 with hybrid technol ogy.

Ms. Taylor, you asked -- you added a question about

ASAP Reporting ServicesInc.
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that with respect to the prem um on those vehicles, and Ms.
Lerette has an answer on that for you.

MS. LERETTE: So three of the hybrid vehicles, which
are the small passenger vehicles, are scheduled for 2011

The premium for the hybrid vehicles ranges from $5, 000
to $7,000, and we expect that this premumw |l be of fset
by fuel savings in the future.

W are also noving to hybrid vehicles really just to
reduce em ssions, because it is inportant for Horizon from
a sustainability perspective.

| can also respond to the other undertaking on fleet,
J1.5.

M5. HARE: Can | just clarify? Five to 7,000 per
vehi cl e?

M5. LERETTE: Yes, correct.

MS. HARE: Thank you.

MR, SIDLOFSKY: Sorry, Madam Chair, if Ms. Lerette
could go on and deal with J1.5, that would be great.

MS. HARE: Yes, that's fine.

M5. LERETTE: J1.5, you requested the budget for the
rebuilds and refurbishnments for 2011, and the budget is
$130, 000.

MR. SI DLOFSKY: Thank you, Ms. Lerette. Madam Chair,
those are ny prelimnary itens.

M5. HARE: Thank you. Are there any other prelimnary
matters, Ms. Helt?

M5. HELT: | do not believe so.

M5. HARE: Then we are ready to proceed with panel 2.

ASAP Reporting ServicesInc.
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| believe there is one witness to be sworn in. Maybe
before we do that, if | could just get a sense of the
order.

W1l there be confidential information being discussed
so we have to go in canera? Wwo will have in canera cross-
exam nation?

MR. WARREN: | have a very little, Madam Chair,
perhaps five mnutes or thereabouts.

M5. HARE: And do you have cross that will not be in
camer a?

MR WARREN: | do, and it will be somewhat | onger,
al t hough not a great deal | onger.

M5. HARE: Thank you. And M. Shepherd?

MR. SHEPHERD: | have both, and it is about equal, 50-
50.

MS. HARE: COkay, fine. Nobody el se?

Okay, so we will proceed with the cross that can be on
the public record, and I don't know if parties have
di scussed -- well, no, sorry. | amjunping ahead. Let's
swear in the witness first.

MR, SI DLOFSKY: Thank you.

HORI ZON UTILITIES - PANEL 2

John G Basilio, Previously Sworn

Indy J. Butany-DeSouza, Previously Sworn

Kathy Lerette, Previously Sworn

Sarah Hughes, Previously Sworn

Ei | een Canpbel |, Previously Sworn

Lise Glli, Sworn

ASAP Reporting ServicesInc.
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MS. HARE: M. Sidlofsky, do you have..

MR, SI DLOFSKY: Madam Chair, really just
i ntroductions.

M5. HARE: Thank you.

EXAM NATI ON- I N- CHI EF BY MR, SI DLOFSKY:

MR. SIDLOFSKY: Sone of the faces will ook famliar
to you, so | won't really take any tinme on that, but | wll
just note that this panel consists of M. Basilio, M.

But any- DeSouza, Ms. Lerette, Ms. Hughes, Ms. Canpbell, and
t he new menber of the panel is Lise Galli, GA-L-L-I

Just a couple of introductory questions for Ms. Glli.

Ms. Galli, you're the director of human resources and
organi zati onal devel oprment for Horizon Uilities; is that
correct?

M5. GALLI: Correct.

MR, SIDLOFSKY: And you have been with the utility for
how | ong?

M5. GALLI: Five years.

MR, SIDLOFSKY: And you hold a bachel or of commerce
degree and an MBA; is that right?

M5. GALLI: That's correct.

MR, SIDLOFSKY: Could you briefly tell ne your area of
responsibility with respect to the application?

M5. GALLI: Hunman resources.

MR, SI DLOFSKY: Cenerally?

MS. GALLI: Generally.

MR, SI DLOFSKY: Thank you

And | would also -- although they're well aware of it,

ASAP Reporting ServicesInc.
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but I would sinply remind the panel that they're still
under oat h.

MS. HARE: Thank you.

MR. SIDLOFSKY: Thank you, Madam Chair. The panel is
avai |l abl e for cross-exam nati on.

M5. HARE: Thank you. So was there an order
established, Ms. Helt?

M5. HELT: Yes, Madam Chair. | have spoken with the
parties. M. Aiken will proceed first, to be followed by
M . Buonaguro, and then perhaps Board Staff could go third
as we do not have any confidential questions or questions
on confidential material, to be followed by M. Warren, and
then M. Shepherd, if that is agreeable to all of the
parties?

M5. HARE: Thank you. So, M. Aiken.

CROSS- EXAM NATI ON BY MR Al KEN

MR, Al KEN. Thank you, Madam Chair. Good norning,
panel .

M5. LERETTE: Good nor ni ng.

MS. HUGHES: Good norni ng.

MR. AIKEN: | have two brief areas of questions on the
OWMRA. The first area is related to the managenent fee, and
some of this will overlap with the revenue forecast,

m scel | aneous revenues.

So if you could turn to page 42 of the conpendi um -
this is the Energy Probe conpendium Exhibit K1.4 - you
will find there table 3-28 from your original evidence that

deal s with the managenent fee revenue that has been

ASAP Reporting ServicesInc.
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forecast for the test year, and it is in an anmnount of
$772, 376. 00. It al so shows a breakdown from the vari ous
affiliates.

So then if you would turn to pages 43 and 46 in the
compendium this is a response to Energy Probe
Interrogatory No. 14 that deals with the costs associ ated
with the services. In part (c) of the response, you have
provi ded cal cul ati ons of the managenment fee associated with
each of the affiliates in pages 2 through 4 of that
response.

When | conpare these figures with those included in
t he managenent fee in mscell aneous revenues, | can match
up nost of the figures. As an exanple, you will see
$600, 490 in table 3-28 from Horizon Utilities' non-
regulated billing services and on the cost side. That is
on page 46 of the conpendiumin the first box at the top of
the page. So that | understand.

There is one exception, however, and that is the
revenues from St. Catharines Hydro Inc. |In table 3-28,

t hat amount is shown as $71, 976, whereas on page 46 of the
compendium in the bottom box, the cost is shown as
$84, 155.

So ny question is: Can you explain why the revenue
figure is lower than the cost for this particular
affiliate?

MS. HUGHES: Yes. | would just -- | would like to
poi nt out that we actually provided a revised table 3-28

and corrected the figure of 71,976 to be 84,115. That is a

ASAP Reporting ServicesInc.
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response to one of the interrogatories. You can also see
that, | believe, in response to VECC questi on numnber --
VECC IR Question No. 26. W provided the full table.

MR, Al KEN: Ckay, thank you

So subject to check, is the total OWRA expenses, then,
$784, 5157

MS. HUGHES: Yes, it is.

MR, AIKEN: Ckay. Now, ny real issue with respect to
t he managenent costs is how they have been recorded. |If
you could turn back to the first page of the Energy Probe
IR, which is page 43 of the conpendium in part (b) of
the -- part (b) of a question asked if there was any
depreciation or return on capital included in the
managenent fee recovery.

The response refers to VECC 27. So just for the
record, can you confirmthat the VECC response indicates
that there is no recovery of either depreciation or a
return on capital associated with the assets used to
provide the services for which the managenent fee is
char ged?

M5. HUGHES: That is correct.

MR. ALKEN. And | think sonmewhere in the
interrogatories, you attenpted to quantify it and it was a
relatively small nunber.

M5. HUGHES: Yes, that's correct. W attenpted to do
t hat .

MR, Al KEN. Ckay. Now, you have indicated -- included

the $784,000 in costs as OWRA expenses; is that correct?

ASAP Reporting ServicesInc.
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M5. HUGHES: Yes. The costs associated with each of
t hese departnents that nmakes up the expenditures that are
al so provided to the affiliates are incorporated in our
OWBA expenditures, and then we have recorded the offsetting
revenue in other revenue.

MR. AIKEN: Yes. By including these costs in OVWA, do
you agree that your rate base has increased through the
wor ki ng capital allowance cal cul ati on?

M5. HUGHES: Yes. It would be included in OWA for
wor ki ng capital purposes, yes.

MR. AIKEN: And do you agree that you have not
recovered the cost of capital associated with this portion
of rate base through the nmanagenent fee?

M5. HUGHES: Yes, we would agree with that.

MR. Al KEN: You have indicated that you actually have
i ncl uded the managenent fee revenues in account -- | think
it is in account 4390, m scel |l aneous revenues?

M5. HUGHES: Yes, | believe that's correct.

MR, AIKEN: And nmy question is this: Wy would you
not include this revenue in account 4375, revenue from non-
utility operations, and then at the sane tine record the
costs associated with providing these services in account
4380, expenses of non-utility operations?

[ Wtness panel confers]

MS. HUGHES: So historically we have recorded our
expenses and the revenue on this basis.

We do understand that there are other LDCs — and that

we could, in fact, use these other accounts.

ASAP Reporting ServicesInc.
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W don't have any issue if that is the way i n which we
shoul d be doing it.

MR, AIKEN. So you're agreeing that if you included
the costs as an offset to revenues, rather than in OVEA,
the net result of that is that regulated rate base would be
| owner ?

M5. HUGHES: Yes.

MR. AIKEN: Yes. Ckay.

M5. HUGHES: W do understand that, yes.

MR. AIKEN: Ckay. Thank you. | amnow noving on to
nmy second topic, and that is the topic of the tax
cal cul ati ons.

First of all, | want to thank you for providing the
corrected evidence on Wednesday. | think conservatively,
that has shortened ny cross on taxes by at |east 20
m nutes, so | thank you for that. And | amsure the Board
Menbers thank you for that, as well.

If we could start with the updated evidence filed on
March 14th, so if you could turn to page 35 of the
compendium there you will find the revised version of
tabl e 4-37, the detailed tax cal cul ati ons.

In the bottomhalf of that table, you' ve got the 2011
cal culations. And the total income taxes there are shown
to be $6, 062, 332.

So | want everybody to keep that nunber in m nd.

Then if we can nove to the final calcul ati on of taxes,
and this is found on the taxes/PlLs sheet fromthe revenue

requi rement work formin Exhibit K1.3. This is the one-

ASAP Reporting ServicesInc.
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10

page addition

On this schedule, we can see that the PlLs tax
al l owance is now 5,921,337. So that is a reducti on of
approxi mately $141, 000.

So that is another number | want you to keep in nind

If now you could turn to page 6 of 7 of the April 6th
revised response to VECC IR 37, which is Exhibit Kl.2, and
page 6 of 7 is the revised table that shows the change in
t he revenue deficiency.

On this page, you will see that item nunber 4 --
| abel I ed "tax updates" -- shows an increase in taxes of
$510, 726. 00, and item nunber 7 near the bottom shows a
reduction of 526,899 -- or sorry, 829, in taxes for the
i nclusion of the apprenticeship credits. That was the
correction that was fil ed.

So fromis a net reduction there in taxes of $16, 000,
approxi matel y.

So the first is: Can you reconcile the difference
bet ween t he 16, 000 reduction and the 140,000 reduction in
the previous two schedul es we were | ooking at?

MR. BASILIO | believe | can. You will excuse ne if
I can't do it on the fly. Perhaps we could prepare an
undertaking to performthat reconciliation

MR. Al KEN:. That would be fine.

MS. HELT: M. Basilio, the undertaking is
sufficiently clear for you to be able to answer? O would
you like it restated?

MR, BASILIOG If we could just hear it -- can | try

ASAP Reporting ServicesInc.
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11

and play it back?

MR. Al KEN: Sure.

MR. BASILIO | don't have -- excuse ne for a second

[ Wtness panel confers]

MR, BASILIO To reconcile the... No. Sorry, one
nore second.

[ Wtness panel confers]

MR. BASILIO To reconcile revised table 4-37 to the
Pl Ls anobunt, the total PILs for 2011, and revised table 4-
37 to line nunber 9, "PlILs tax allowance,” in the revenue
requirement work form and to reconcile that to the two
items, 4 and 7, on page 6 of 7 to the response to VECC 37?
Was it 37? Yes, 37.

MR. AIKEN: That's good.

MR BASILIO CGot it. Thank you

MS. HELT: That will be Undertaking J2.1

UNDERTAKI NG NO. J2.1: TO RECONCI LE REVI SED TABLE 4- 37

TO TOTAL PILS AMOUNT FOR 2011 AND REVI SED TABLE 4- 37

TO LI NE NUMBER 9, "PILS TAX ALLOMNCE, " | N THE REVENUE

REQUI REMENT WORK FORM AND RECONCI LE THAT TO | TEMS 4

AND 7 ON PAGE 6 OF 7 TO THE RESPONSE TO VECC NO. 37.

MR. Al KEN: Now, back on Exhibit K1.3, the 5,921, 337,
have you filed a corrected table 4-37 that shows a
cal cul ation of that number sonewhere in the evidence?

MR. BASILIO W have not.

MR, AIKEN.: Wuld you undertake to file not only table
4-37 that shows the calculation of this final tax anount,

but also any changes in tables 4-38, -39 and -407?

ASAP Reporting ServicesInc.
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These tables relate to the tax adjustnments to
accounting inconme in the CCA for 2010 and 2011. |If there
are any changes to that?

MR. BASILIO Yes, we wll.

MR, Al KEN: Thank you

MR BASILIC W wll take that as...

M5. HELT: That will be Undertaking J2.2.

UNDERTAKI NG NO. J2.2: FILE CORRECTED TABLE 4- 37

SHOW NG CALCULATI ON OF FI NAL TAX AMOUNT, AND ANY

CHANGES I N TABLES 4-38, 4-39 AND 4-40.

MR, AIKEN: |f you could turn to page 37 of the
compendium this is an Energy Probe interrogatory that
dealt with the smal |l busi ness deducti on, whi ch reduces
provincial incone taxes by $36, 250.

The response to part (b) appears to indicate that
Hori zon agrees that this reduction in tax is appropriate,;
is that correct?

MR. BASILIO Yes, we did

MR. AIKEN. Has this reduction been reflected in the
revenue requirenent work formin Exhibit Kl.3?

MR. BASI LI O No, it has not.

MR, AIKEN. Ckay. But do you agree that it should be?

MR BASILIO | agree that it should be, and perhaps
if I could clarify, then, with respect to those two | ast
undert aki ngs, we woul d prepare those reflecting that
adj ustnent, as well.

MR, AIKEN. Yes. GCkay. Thank you.

Thank you, panel. Those are ny questions.

ASAP Reporting ServicesInc.
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MS. HARE: Thank you. M. Buonaguro.

CROSS- EXAM NATI ON BY MR BUONAGURO:

MR, BUONAGURO  Thank you. | amactually going to try
to use the nonitor.

M5. HARE: We're not surprised.

MR, BUONAGURO It is ny desperate attenpt to stay as
paperl ess as possible. | think you will need to, on the
presentation system hook into PC nunmber 11.

M5. HARE: | think we need technical support here.

MR. BUONAGURO | al so have an exhibit, so I can cone
and grab the controller fromyou while | do that.

[ M. Buonaguro passes out exhibit]

MS. HELT: |Is that it? Everybody have it?

[ Technical difficulty]

MR. BUONAGURO | wusually set this up during the break
so it is much nore nagical, but..

[ Laught er]

MR, BUONAGURO  Li ke wat ching behind the curtain.

MS. HELT: Perhaps while you are setting up, M.
Buonaguro, we could have the table that you have just
circulated, a hard copy, table 1, enployee conpensation
mar ked as Exhibit K2.1.

EXH BIT NO K2.1: TABLE 1, EMPLOYEE COWMPENSATI ON

MR, BUONAGURQO Thank you. Yes. So this is KI1.1.
There are actually two exhibits. | had originally
contenpl ated them bei ng separate exhibits, and you can see
that | have put little pre-labels on them | don't know if

you want them separately or not, but the first page is an

ASAP Reporting ServicesInc.
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extract from Toronto Hydro's EB-2010-0142 proceedi ng, and
the second one is an extract fromHydro Otawa Limted,
their application in EB-2010-0133.

M5. HELT: Wiy don't we nark themas two exhibits?

MR. BUONAGURQO  Sure.

M5. HELT: So the exhibit fromHydro Gttawa EB-2010-
0133, enpl oyee conpensati on breakdown, will be narked as
Exhi bit K2.2.

EXH BI T NO K2.2: EXTRACT FROM HYDRO OTTAWA

PRCCEEDI NGS, EB-2010-0133, EMPLOYEE COVPENSATI ON

BREAKDOW.

MR, BUONAGURO  Thank you

So | think I've got nmy presentation centre here set
up. Good norning, panel.

MR. BASILIO Good norning

MR. BUONAGURO | only have a couple of areas to cross
on, and you will see | will -- | amgoing to pull up the
exhibits that | amreferring to here, so we're all |ooking

at the exact same thing. But if you want to | ook at your
original records, which | tend to find a lot of the
utilities want to, feel free and | will give you tine for
t hat .

| amstarting with VECC IR No. 19, part (a). In this
particular IR, we were asking about the business
devel opnent costs.

And, in particular, we were asking for the allocation
of those costs for each year that the business devel opnent

unit existed. And fromthe response, we can see - and |

ASAP Reporting ServicesInc.
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have hi ghlighted on the screen - that the business
devel oprment unit started in 2007.

M5. HUGHES: That is correct.

MR. BUONAGURO And the forecast allocation of costs
fromthat unit to the regulated utility is $344,000 for the
test year?

MS. HUGHES: That's correct.

MR. BUONAGURO Now, the Board disallowed costs of
what was referred to as the mergers and acquisition unit in
2008, and ny understanding is that is this business
devel oprment unit. And, as a result of the decision, there
were no costs allocated to the utility during 2008 and
20097

MR. BASILIO That's correct.

MR, BUONAGURO ~Okay. And then in response -- | think
that is summarized in response to VECC techni cal conference
nunber 9(b), which I will pull up for you, where you state:

"Wil e the Busi ness Devel opnent resource was not
allocated to Horizon Utilities in 2009 and 2010
as a result of the Board s decision in the 2008
EDR Cost - of -service Application ..., the role was
general ly designed to add to the strategic

pl anni ng and corporate devel opnent capacity of
Horizon Utilities. Since the 2008 EDR COS
Application Decision, the organizational
priorities of Horizon Uilities have changed with
the recognition that neani ngful nerger and

acquisition ... activity is unlikely w thout an
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external catalyst such as a change in Board
policy with respect to such or a nore direct

i nducenent by the provincial government. As a
result, the Business Devel opnent Group has
focused on the nore general strategic planning

and corporate devel opnent objectives of Horizon

Uilities."
And for the reporter, that was on -- it ended on the
second page. | have lost ny control for that.

So ny understanding is that after the costs of the
unit were disallowed, Horizon refocuses its attention away
fromnergers and acquisition activity and towards "nore
general strategic planning and corporate devel oprment
objectives". |Is that a fair sumary?

MR BASILIO Well, nmaybe |I could just elaborate. The
resource -- initially, the purpose of the resource was to
enhance the strategic planning capacity of Horizon
Uilities.

At the tine we filed the application in 2007, the
princi pal focus of that resource was on MRA activity. That
was the strategy we were pursuing, and | recall in 2008
t here was consi derabl e di scussi on about the benefits to the
utility of MGA in terns of savings efficiencies, those sort
of things.

That's why it is a principal strategy of Horizon
Uilities. There was al so discussion of the Board' s policy
that -- which we supported, that nerger benefits, to the

extent generated, are for the account of the utility for a
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period up to five years. However, the risks related to the
costs shoul d be borne by the sharehol der.

So there was discussion around the business
devel oprment in that context. |Its principal focus at the
tine was MRA, and are those costs in the context of the
Board's guidelines -- | can't renmenber if it was a
gui deline or policy. Are they properly borne by the
shar ehol der or the customer?

And the determination at that time was, for that
departnent, so specifically focussed on that aspect of
Hori zon's strategy, should be borne by the sharehol der was
t he outconme of the deci sion.

Since that tinme -- but that was not the only focus of
t hat depart nent.

Since that time, and | think as we have seen, MA
activity hasn't been terribly robust; in fact, quite the
opposite in the sector. That is not for a lack of trying.
As you know, we tried to nmerge with Guel ph a coupl e of
years ago, and that did not succeed.

But this group has been very involved in LDC strategy,
in general, and supporting the executive teamin that
capacity. One of the reasons it was brought on is because,
for any -- we were finding as an executive teamthat
strategy, business strategy, operational strategy, was
requiring nmore focus, and it was difficult for any one
resource to devote the anmpbunt of tine necessary to
facilitate that process in the organization.

So that's one reason for the resource.

ASAP Reporting ServicesInc.

(613) 564-2727 (416) 861-8720



© 00 N oo o A~ w N P

N NN N N NN NN P P P P P P PP PR
© N o 0o » W N P O © 0 N O o M W N R O

18

Since that time, MRA activity |less focussed this
resource as being nore supportive of, generally speaking
strategic and other planning related to the LDC.

MR, BUONAGURO Okay. So the costs of providing that
addi ti onal support to the general strategic planning and
corporate devel opnent objectives is $344, 0007

MR BASILIO It is 80 percent of the wages, is what
i s being all ocated.

The resource actually resides, froma payrol
perspective, in Horizon Holdings Inc. It continues to have
responsibility for the non-regulated affiliates of Horizon
Uilities, but as provided in the evidence, and | think as
supported by informati on we have provided on the prior
years, its focus has largely been on the LDC, and we are
proposing in 2011 that 80 percent of the wages of that
group are properly allocated to the LDC

MR, BUONAGURO Ckay. Now, | think the answer to this
next question, | think, was part of your rather | onger
answer to the first question, but I will ask it again, just
to isolate it.

Can you descri be who and whi ch business unit was
carrying out the planning and devel opnment activities before
this busi ness devel opnment group started to support that
function?

Presunably, it was bei ng done before, and now you have
added t he busi ness devel opment group support to that. |
just want to get a clear understanding of how it was being

done before this business unit cane into effect, and then

ASAP Reporting ServicesInc.
(613) 564-2727 (416) 861-8720




© 00 N oo o A~ w N P

N NN N N NN NN P P P P P P PP PR
© N o 0o » W N P O © 0 N O o M W N R O

19

presumably we shifted nore focus onto this activity.

MR, BASILIO Right. The executive teamgenerally,
with the support of consultants, was -- and dependi ng on
the year, strategic planning, the |l evel can vary from year
to year. But generally speaking, it was the existing
managenent team had el ements of it, and often supported by
consul ting resources.

MR, BUONAGURO  Ckay. Thank you

Now, at VECC IR No. 19(d), we asked about the -- we
asked about the budget versus actual costs for the unit,
and I wll rmake this readable.

So for 2008, you see | have highlighted there, for the
2008 budget ampunt for this unit, it was a total of
$854, 000.

Do you see that? Under |ine nunber --

MR. BASILIO Yes, | do.

MR, BUONAGURO  Thank you. And on the actual, it was
552, 000.

Do you see that?

MR. BASILIO Yes, | do

MR. BUONAGURO  And then going over the page for 2009
a simlar difference between budget and actual. So 2009
budget was 818,000 total, and the actual was 572, 000;
correct?

MR. BASILIO That's correct.

MR, BUONAGURO Now, you had nentioned about the costs
being related to the salaries. |Is the salaries for the

three people -- | believe it is -- the total here of 572
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for 2009 and 552 for 2008? |Is that sinply what that cost
is?

MS. HUGHES: So you can see that on this schedul e,
we' ve separated the salaries and benefits in the first
colum, so 411,000 for the actuals. So that woul d be for
the three people, yes.

MR, BUONAGURO Okay. So then, for exanple, |'ve got
2009 on the screen. The difference between sal aries and
benefits 2009 and -- actual in 2009 budget woul d sinply be
variations in the projected benefits, presumably? O in --

MS. HUGHES: The difference between the 446 and the
411, you nean --

MR. BUONAGURO Ri ght.

MS5. HUGHES: -- in ternms of salaries and benefits?

MR, BUONAGURO  Yes

MS. HUGHES: Yes, | nean, it could be a factor, just
in terns of benefits.

MR, BUONAGURO  Okay. Thank you

And just to be clear, when we're tal king about the
people that are in the business devel opnent departnent,
Exhibit 1, tab 2, schedule 2, appendix 1-9a -- which | wll
pull up — and this is page 4 of the appendi x.

It tal ks about there being a business devel opnment
vi ce- president overseeing a financial advisor and a policy
advi sor ?

MR. BASILIO Yes. That's in our evidence, of course

MR, BUONAGURO  Ckay. Thank you

Now, on a slightly different topic, | amgoing to ask
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you about executive salaries and expenses general ly.

Now, starting with Exhibit 4, tab 2, schedule 1, page
2 -- which | will pull up -- this is table 4-1 of that
exhi bit.

The table actually starts on page 1 and spills over to
page 2. | amparticularly focussed on account 5605, which
sets out the executive salaries and expenses.

And fromthis, | can tell that the 2008 COEB- approved
amount was $1, 784,407. Then the actual 2008 anobunt was
$1, 377, 566.

Do you see that?

MR BASILIO Yes, we can

MR. BUONAGURO  Okay. Now, for 2011 the proposal is
an anount of $1, 926,964, which would be an increase of
approxi mately 39.9 percent over the actual 2008 anount?

Wul d you agree with that nmath, subject to check?

MR, BASILIGO Yes

MR, BUONAGURO And ny understanding is that this is
largely attributed to the addition of two new VPs,
regul atory and finance, plus nmerit and inflationary
increases for all other executives?

Is that a fair summary?

MS. GALLI: That is correct.

MR, BUONAGURO Now, just to see that on the
organi zational chart -- which I will pull up -- this is
Exhibit 1, tab 1, schedule 12, well -- this shows two new
VPs, along with the business devel opnent VP, being added to

your organi zational chart?
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M5. GALLI: That's correct.

MR, BUONAGURO Ckay. Now, | just wanted to | ook at
t he base conponent of the conmpensation and the incentive
component of the executive conpensati on.

So | amturning to Exhibit 4, tab 2, schedul e 10, page
11, table 4-25, which is conpensation in general

And you will see this as being, | think, a standard
filing requirenent; right?

I will focus on the parts | amactually going to | ook
at in a second.

You will see the copy that | put on the screen is the
redacted copy. | believe the colum for the test year was
redacted in several columms, because this was prepared at
the time that a collective agreenment was bei ng negoti ated?

MR. BASILIO That's correct, and we're still in the
m dst of those negotiations.

MR, BUONAGURO Al right. | will tell you as a
general rule, the stuff | put on the screen | pull off the
RESS system so if it is confidential, it is because you
al ready posted it on the Internet.

So |l think I amwaiting for you to pull up your copy.
Is that what | amwaiting for?

MS. BUTANY- DESOUZA: We're done

MR, BASILIO W're good. W have it.

MR, BUONAGURO Ckay? ©h, you're good? Sorry, |
t hought I was waiting for you. Sorry.

Now, if we | ook under the row "Conpensation average

yearly base wages" it shows that for the "Executive" row
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t hat between 2009 and 2010, the average base wage went from
$180, 450 in 2009 to $214,206 in 2010, which is about a
20 percent jump, subject to check, for the math?

If we can be a little nore specific, it is al nost
exactly a $34,000 junp on average, and | think the
percentage is in the order of 20 percent?

[ Wtness panel confers]

MR, BASILIO Subject to check. Your -- | amsure
your math is correct as to what the percentage increase is
bet ween t hose two nunbers.

However, what al so needs to be considered is, in the
year, the tinmng of additions of hires, as well as the
nature of the hires, to make a statenent that wages
increased -- total wages may have increased, subject to
sonme of those changes, by 20 percent.

However, we added two executives, generally speaking.
Like, it is no surprise of course, but executives should --
well, | amjust going to say they should get paid nore
per haps than ot her additions.

So that woul d have an increase on the weighting in the
fol |l owi ng year.

MR, BUONAGURO (Ckay. That is the kind of discussion
| think we're going to have in a second, so thank you for
t hat .

MR, BASILIGO Yes

MR, BUONAGURG | note, though, before | forget that
particular point, | amisolating my review to the executive

category. So the fact that you are addi ng executives, in
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particul ar, shouldn't necessarily have a di sproportionate
effect on the average, because you're addi ng executi ves.

MR. BASILIO If I could just clarify that point, the
executive category, what that includes is not just the
executive managenent team | would like to clarify two
t hi ngs, actually.

Goi ng back to the exhibit where we showed the
organi zational chart of the executive managenent team --

MR, BUONAGURO  Sure.

MR, BASILIO Neil Freeman, the vice president of
busi ness devel opnent, is an enpl oyee of Horizon Hol di ngs
Inc. We should have provided a chart that did not include
himhere. He is not part -- he is part by way of an
all ocation of his expense, but he's not an enpl oyee of
Hori zon Utilities Corporation.

MR. BUONAGURO  Ckay.

MR, BASILIO CGoing back to the executive chart that
you referred to with the averages, in the executive nunber
at the top of that chart, nunber of enployees, executive,
the vice president of business devel opnent woul d not be
i ncluded in that nunber, just for clarity.

MR. BUONAGURO  Ckay.

MR BASILIO And, lastly, the executive line
i ncludes -- includes those enpl oyees that were in the chart
previously referred to, plus the next |evel of managenent
in the organi zation, which is our director |evel.

So it is not just executives. It is directors. And

nmore commonly in the organi zation we refer to that as the
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seni or | eadership team of the organization

So it is a blend of the CEQ the CFO vice presidents,
and then the next |evel of senior managenent in the
organi zation, which is our director |evel.

MR, BUONAGURO Ckay. So | think based on your
previ ous answer you're saying that within that -- within
that span, hiring, you have added two new executives. |
guess | don't know if you call that capital "E' executives
versus small "E" executives, and if they had been
directors, they could have appeared in this line, but they
woul d be at the average or bel ow the average. Anyway, the
composi tion woul d have been a different effect.

MR. BASILIO Correct.

MR, BUONAGURO  So thank you for that.

M5. HARE: Can | just junp in, because | want to nmake
sure | understand this? | amnot |ooking at the nunber of
enpl oyees, and | see, for 2009, 17; 2010, 17, same nunber.
And yet the salary, the average salary, is very different.

So | don't understand what you had just said.

MR. BASI LI O If | could just have a nonment, because
the timing of when those enpl oyees actually enter the
organi zation in the year woul d have an inpact on the
weighting. It is a sinple average. So if | could just
confer with nmy coll eagues?

MR, BUONAGURO  Before you go down that, this nmay be
rel evant to what you are about to discuss.

M5. HARE: Pl ease do.

MR. BUONAGURO Looking at the top of the table, the
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first colum, it says nunber of enployees, FTE, including
part time. M understanding - and it may be wong - is
that this is an FTE chart, not a head count chart, and it
projects the FTEs per year. |s that incorrect?

[ Wtness panel confers]

MR, BUONAGURO | don't know if it is FTEs being
referred to on the record -- but full-tinme equivalent.

MS. GALLI: At Horizon, we refer to FTEs and head
count interchangeably, so we actually mean FTEs.

MR, BUONAGURO Ckay. You have no idea what kind of a
headache that is going to give nme, because for the
utilities | will tell you that when they -- they don't use
head count and FTEs interchangeably. They are, in fact,
very distinct things, and we have run into a problemin
ot her cases where we thought we were | ooking at FTEs and it
turned out to be head count, and it has the simlar effect
that you're tal ki ng about.

If you are tal king about head count, then really you
are tal king, | think, about a snapshot of a particular
point in the year versus what the actual year would | ook
like if everybody had been hired and what their actual
compensation woul d be.

So it is very inportant, | think, to know what this
tabl e represents.

MR, BASILIGO Understood. |If you can give us a nonent
for your question, as well, M. Hare?

[ Wtness panel confers]

M5. GALLI: M. Buonaguro, we responded to -- |
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believe we responded to this question in Energy Probe 47,
and | just want to get your definitions correct, because |
was using those two terns interchangeably.

In 2009, the figures reported are actuals. So
al t hough the head count in 2009 and 2010 has not changed,
in fact, the 2009 figure or average would be driven down
based on timng of hires.

So during that tine, although we had 17 enpl oyees in
that category, we had sonme turnover. So there would have
been several nmonths in between of hires, which would drive
t hat average down.

2010 represents the budgeted figure, which assunes
full head count -- well, | won't use that term-- ful
enpl oyee base for the full duration of the year. So that
woul d be the difference in that situation

MR, BUONAGURO Ckay. And you will see that | am not
a wizard. | was going to go through this with that
particular interrogatory, so | pulled up Energy Probe
47(a).

I was looking, in particular, at part (a), but | think
this is inportant. | ampulling it up for a different
reason, but | amgoing to go back to this table, then

So then, for exanple, what you're telling nme is that
when | ook at the historical year 2009, that's actual head
count - | think that is what you're telling me - and that
the bridge year 2010 was a forecast. So it would be an
FTE, assunming full enployment colum. |Is that what you're

telling nme?
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MS. GALLI: 2010, yes, would be budgeted, assuning
full enpl oynent.

MR, BUONAGURO (Ckay. So the -- because when | | ook
at a table like this, | assunme all of the columms are done
on the sanme basis and they're put next to each other so |
can conpare them \Wat you're telling me is | can't do the
ki nd of neani ngful conparison using this table, because if
you were to redo 2009 based on what the FTE was, equival ent
for 2010, | could conpare them But you haven't done that,
is what you're telling ne?

MS. GALLI: That's correct.

MR, BUONAGURO Ckay. Great. Well...

MR, BASILIOG Sorry, | just want to clarify. Madam
Chair, did we address your question, as well, in that
response?

M5. HARE: Yes. | think Ms. Glli's explanation is --

MR, BASILIG Thank you

MR, BUONAGURO My understanding of that is that at
sonme point in 2009, the head count woul d have been 15, and
it became 17 by the end of the year, so that when you did
it on an actual point in time, it becane 17.

But you're saying that because that is head count
versus FTE in 2010, when you look at it in this chart, it
| ooks like there was no hires, but there was. It just
didn't have the sanme inpact on the total conpensation in
2009. Am | correct?

M5. GALLI: That's correct.

MR, BUONAGURQO  Thank you. Al right. Now, | will go
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to -- so you're telling nme that what appears, on the face
of it, as a discrepancy — sorry, | wouldn't say a

di screpancy, but a large increase in the average yearly
base wages for executive between 2009 and 2010 is largely
due to the way -- what those two colums represent. In
fact, they represent different ways of view ng those two
years.

I will go to Energy Probe 47, where you were asked --
we asked an interrogatory at IR No. 35, VECC IR 35, about
how do you explain the difference between the two col umms,
in terns of the average annual base sal ary.

W were referred to Energy Probe 47(a), which is why |
had it prepared. And there were a nunber of things |isted
here, bullet points.

The part that we understood very clearly was enpl oyees
in this category al so received an average nerit increase of
3 percent, equivalent to approximtely $120, 000.

Now, | think I nore fully understand bull et point
nunber 2. You're saying a |large chunk of that would have
been this difference in what the two columms represent.

Are those really the two drivers for the difference
are you telling me? Absent that particular difference in
what the two colums represent, the difference would be
about three percent?

M5. GALLI: That's correct.

MR, BUONAGURO  Ckay. Thank you for that.

Now, | amturning to the issue of incentive pay, and

for that, we asked about it in VECC Tech Conference
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Question No. 10.

And at part (a) of the response, you put in a table
here, which shows the total incentives paid for 2010. And
what we see there is executives 92,000, nanagenent 203, 000,
and non-union 88.5 thousand.

Do you see that?

M5. GALLI: Yes.

MR. BUONAGURO And then for 2011, the budget anmounts
are — and this is over the -- over to page 4 of the
technical conference question answer.

W see that for executive, it has gone to $279, 000.
$255, 000 and $133.5 thousand?

Do you see that?

MS. GALLI: Yes, we do.

MR, BUONAGURO  Sorry, | have to do it that way, but
that is how!| get it on the record.

So the difference between the 2010 and 2011 figures,
by our math, is approximtely 383 -- sorry.

You are going from 383.5 thousand to 667.5 t housand,
which is about a 74 percent increase?

Wul d you take that, subject to check?

M5. GALLI: Yes, we do.

MR, BUONAGURO  Now, can you -- you have put in the
metrics here in this particular interrogatory response
about how incentive pays are cal cul at ed.

Can you briefly describe what the drivers are that is
causing that jump in the incentive paynments?

MR. BASILIO | would just like to point out that the
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total incentive paid for 2010 gross is the anmpunt actually
pai d.

And the total incentive budgeted for 2011 is a budget,
but it al so assumes full headcount --

MR, BUONAGURO  Ckay.

MR BASILIO ~-- in the year. So there are, again,
some reconciling factors causing the difference.

MR. BUONAGURO  Ckay.

MR, BASILIO That explain a conponent of the
di fference.

MR. BUONAGURO So the problem | had in the previous
tabl e was that 2009 were headcount nunbers and 2010 was FTE
nunbers, and the problem| am going to have here is that
t he 2010 nunber is headcount nunbers and the 2011 is a full
FTE number? |Is that what you are telling nme?

M5. GALLI: Yes. That would be correct.

In addition to that, | just want to point sonething
out, as well.

In ternms of reporting the 2010 executive incentive, we
have made a note in the response to that interrogatory,
that at that tinme, the executive incentive was not
available to be included in that figure. And therefore the
2010 is nuch |ower than 2011, because it does not reflect
t he executive incentive.

M5. TAYLOR  Before you go on, perhaps Mchael -- M.
Buonaguro woul d get to that question, but if it wasn't in
t hat nunber, where was it?

MR, BASILIO At the tine, incentives for the
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executive nanagenent teamwere still being contenpl ated by
our board of directors, at the time of the -- the response
was prepared, that those final deterninations for the
executive nmanagenment team had not been -- had not been
approved.

MR, BUONAGURO Maybe | can foll ow up on that.

So when | put up the first table, which is the 2010
nunbers here, on the page or on the conputer screen, you
have executive 92,000. What you're telling me is that is
the -- | can't renenber which one |abelled it, but that is
either the large-E or the small-E executive, which doesn't
i nclude the actual executives; that includes the other
people in the executive class when you do your conpensation
t abl e?

MR. BASILIO That's correct. |t would have been the
director-level only, that next layer of small-E executive
managenment is, | think, the anal ogy you used.

MR, BUONAGURO kay. So then it says here that the
payouts are not cal cul ated and approved until |ate March
2011. Presumably they have been done now?

MR, BASILIGO They have been

MR, BUONAGURO (Ckay. So we can, then, correct this
t abl e?

MR BASILIO Yes, we can

MR, BUONAGURO Ckay. |Is that something you can do
now, or do you want to do that by way of undertaking?

MR. BASILI O Undertaking, please

MR. BUONAGURO  Ckay.
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M5. HELT: | take it, M. Basilio, that is
sufficiently clear for you, what the undertaking is?

MR. BASILIO It is the incentive -- to correct the
table for the incentive paynent for executive managenent,
meani ng the vice-presidents, the CFO and the CEO for 2010,
to update the table for those anobunts.

M5. HELT: That will be Undertaking J2.3.

UNDERTAKI NG NO. J2.3: TO PROVI DE UPDATE OF TABLE I N

RESPONSE TO VECC TECHNI CAL CONFERENCE QUESTI ON

NO. 10(A) TO I NCLUDE EXECUTI VE PAYQUTS THAT WERE

ORI Gl NALLY EXCLUDED.

MR, BUONAGURO | think for the sake of the reporter
I will add that what we're | ooking at is an update of the
table to VECC Tech Conference No. 10, part (a), to include
t he executive payouts that were originally excluded.

That is for the reporter; that will help them descri be
t he undert aki ng.

Thank you for that.

Now, so you can see | amgetting caught up in sone --
trying to conpare year over year, and having found that
t hese years are now not comnpared on the sane basis, which
means | can't actually conpare them It is not the first
time that has happened to nme, so you don't have to feel too
speci al about it.

Goi ng back to the "enpl oyee cost, total conpany”
table, which is appendix 2k to Exhibit 4, tab 2, schedule
10, this caught us, in ternms of the executive salaries in

particular -- but presumably that is the sane for all of
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the entire colum. The entire colum is based on
headcount, not FTEs?

M5. GALLI: That is correct.

MR, BUONAGURO Okay. Are you able to redo the 2009
colum as an FTE anmobunt so | can conpare thenf

And conversely, can you redo the 2010 as a headcount
so | can correct 20097

[ Wtness panel confers]

MR BASILIO | amhearing fromny teamthat to redo
the entire table is a great deal of work, given the
magni tude of ins and outs, meaning determning the tine at
whi ch enpl oyees have conme on or exited the organi zation.

If there were one or two categories in particular you
preferred to focus in on, that might be easier. Qherw se,
it would be — it is a great deal of tine, in ternms of
extracting the information fromour systens and reconciling
it between payroll and accounting records and the exhibits.

It would be a great deal of tine.

MR. BUONAGURO Ckay. Let nme -- we will just discuss
it for a second, so | understand the nagnitude of it.

In ternms of redoing 2009 so that it natches 2010,
presumabl y what we're | ooking at is what was budgeted for
2009 as a whole, like, what you wanted for 2009. And then
what actually happened in that year is what you put down,
but you are really just going back to what was budgeted, |
t hi nk?

MS. HUGHES: Yes. W could do the 2009 budget on this

basi s.
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MR, BUONAGURO All right. Then what | am asking
for - 1 think this is where you're tal king about - 2010 it
is nore difficult, because you are then actually going into
what actual |y happened in 20107

MS. HUGHES: So we could | eave the 2010 on a budgeted

basis, as well, with the --
MR, BUONAGURO | got 2010
M5. HUGHES: Yes.
MR, BUONAGURO You're telling nme 2009 on the sane --
MS. HUGHES: On the sane basis as 2010.

3

BUONAGURO: | am now aski ng the second questi on,
which is also of interest, is: Wat actually happened in
2010 versus 2009, because then you are asking for an
escal ation fromwhat actually happened in 2010 to 2011 as
part of the application?

I am not asking for 2011, because it hasn't happened
yet .

M5. HUGHES: So just to clarify, then, consistent with
how we' ve done the 2009, you are asking could we do 2010 on
t he same basis?

MR. BUONAGURO Ri ght.

M5. HUGHES: That is one comparison which is sort of
actual s.

MR. BUONAGURO Ri ght.

MS. HUGHES: Then the other would be the 2009 budget,
in which case then you could conpare to the 2010 budget ?

MR. BUONAGURO As it exists on this page already.

MS. HUGHES: As it exists, yes.
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MR, BUONAGURQO Those are two things.

MS. HUGHES: | believe we could do that, yes.

MR, BUONAGURQO  Thank you very much. That is with
reference to Exhibit 4, tab 2, schedule 10, appendi x 2K for
t he undert aki ng.

M5. HELT: M. Buonaguro, that wll be undertaking
J2. 4.

UNDERTAKI NG NO. J2.4: TO RE- PRESENT THE 2009 COLUWN

ON AN FTE BASI S AND THE 2010 COLUWN ON AN ACTUAL

BASI S, WTH REFERENCE TO EXHI BIT 4, TAB 2, SCHEDULE

10, APPENDI X 2K; TO ENSURE THAT THE CALCULATI ON UNDER

AVERAGE YEARLY BASE WAGES | S ONLY BASE WAGES ( SEE PAGE

141 OF TH' S TRANSCRI PT)

MR, BUONAGURO  Thank you. Now, you will have seen
that | produced an exhibit, so we have Exhibits K2.1 and
2.2. And | will briefly explain why | produced these and
what | wanted to di scuss about them

So the first one is K2.1, and it is Toronto Hydro's
last filing in EB-2010-0142, and it's the equival ent table
to your appendi x 2K, which we have been tal ki ng about. |
have al so included Hydro Gttawa's EB-2010-0133 exhibit,
agai n equivalent to your Exhibit -- appendix 2K. |f you
| ook at thembriefly, you will see that they have identical
colums, and such, would you agree, subject to check? |
think this is a mandatory filing requirenent. That's why
it looks the sane. That's all |'m saying.

M5. GALLI: Yes, we do.

MR. BUONAGURO  Thank you. | can pull it up. This is
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I guess one of the benefits and one of the curses of being
in all of these applications. | get to see these and see
how di fferent conpani es conpare in ternms of their filings.

The thing, to tell you the truth, that |leapt out at ne
and what | wanted to talk to you about was the executive
nunbers.

And you will see | put up on the screen, for exanple,
the Toronto Hydro, and if you | ook at their executive
colum -- or, sorry, their executive rowin terns of the
head count through 2008 to 2011, we have ten people in 2008
to a high of 12 in 2010, and then down to ten in 2011.

And, simlarly, for Hydro Otawa, executive, it is
stable at six people in the executive row throughout the
period that they're reporting on.

But when you | ook at Horizon, we have 15 in --
starting in 2007, and it ranges from 15 to the test year,
18 in 2011

So on the face of it, what | amseeing is that as
conmpared to Toronto Hydro, which has a total enpl oyee count
for the test year of 1,944 with ten executives, it appears
on the face of it that you have al nbst twi ce as many
executives, even though there is only about a quarter of
the total staff.

Simlarly, for Hydro Otawa, who has siXx executives
for a total enployee count of 592, you have triple the
nunmber of executives, at |least on the face of it.

So | want to have a discussion of what is it about

Hori zon, on the face of it, that requires 18 executives
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versus ten versus six for utilities which I think both are
| arger than Horizon in various ways.

If it is not the case that | amreading this
correctly, you can provide an explanation as to why | am
not doing that. That is the discussion | want to have.

M5. GALLI: As M. Basilio explained, the executive
enpl oyee category actual ly includes our director |evel
enpl oyees, as wel |.

So, in fact, of the 18 executives noted for 2011,
seven are in fact executive enpl oyees.

MR. BUONAGURO So are you telling ne that in order to
properly conpare the three tables, we would have to redo it
so that the first row, where it says "executive" for
Hori zon, be reduced to seven?

MS. GALLI: Actually, in fact, | amnot sure we could
properly conpare these tables, because | did a cursory
review of Toronto's table, and it seens that we have
reported differently in the nanagenment category, as well

MR. BUONAGURO  How so?

MS. GALLI: Qur managenent category includes any
supervi sory enpl oyee at Horizon

MR. BUONAGURO  Whereas what is the difference for
Toronto Hydro?

MS. GALLI: | can't say for certain, but it |ooks as
if in Toronto's case there nmight be a difference in the way
t hey have reported the nmanagenent and non-uni on categories.

MR, BUONAGURO Ckay. | am actually focussed on the

executive. So that is a problem --
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MS. GALLI: In the executive, yes, definitely we have
reported differently.

MR, BUONAGURO Ckay. So could you, then, break out
in your appendi x 2K -- take out the people that you are
telling me shouldn't be there in order that | can properly
conmpare it to Toronto Hydro, which will flow down?

So basically you are adding a subcl ass here, executive

-- we can call it "real", and then executive -- | didn't
mean it in any pejorative way. | have peopl e | aughing
here.

But, | nean, executive, large "E" executive versus
smal | "E" executive, | guess we can put it, and then put
the small "E" executives, | guess you call themdirectors,

bel ow that, so the first executive columm is actually
conmparable to Toronto Hydro and to tawa, and then that
way | can get a real conparison of what is happening in
those categories. Can | get that?

MR. BASILIO You certainly can. If it is helpful, we
do have sone conparative information between Toronto and
Hori zon that we can offer now.

MR, BUONAGURQO  Sure.

MR, BASILIO So Toronto -- and this isn't going to
fully satisfy your answer, but | think it is relevant and
perhaps it will help

Toronto Hydro just published its annual information
form which is available publicly on SEDAR, and it
di scl osed t he conpensation, salary, bonus and perquisites

for the top five named executive officers, which aggregated
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for 2010 approximately $1.9 million. There were five nanmed
executive officers for an average of $373, 785. 00.

If we ook at the entire executive -- big "E"
executive team so vice president, CFO CEO for Horizon
Uilities Corporation for 2010, and this woul d be base,
bonus, and car allowance - that's the perquisite for the
executive team - that aggregates for the entire team
$1.627 mllion for an average of $232,533. 00.

MR, BUONAGURO  Sorry, was that total conpensation?

MR. BASILIO Total conpensation. Total conpensation
conparative conpensation: Base, bonus and conparabl e
perqui sites, so car, car allowance. Toronto, | don't know
the full extent of their perquisites, but there are car
| easing costs. They're basically disclosed in their annual
i nformation form

MR. BUONAGURO  Just so | understand, | put in the
Toronto Hydro evidence in their last case. This is fromK
-- Exhibit K2.1 nowin this case. | can actually pull up
t he equival ent executive category, and for 2011 they have
ten executives and they've got -- | have all of this
information. |'ve got -- at least as it was filed in their
case, and it is average annual base sal ary, average annual
benefits, average annual -- so | have all of that
i nformati on on the basis of the entire executive category.

What | ammissing now, in this case, is the equivalent
neasure for Horizon, and | think you are -- | don't think
you have actually undertaken to do it, but it sounded like

you were about to undertake to do that.
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MR. BASILIO W will undertake. | guess the point
amtrying to nake i s they have an executive team |In fact,
if you look on their website, they have el even executi ves,
not ten, that seemto all be related to the utility.

I amsaying for five of their executives, the payrol
related to those five executives - not the full 11, but
just the five - is significantly greater than the
conmpensation for our entire executive team

MR, BUONAGURO So you're saying that -- when | | ook
at the average -- because what | get fromthe filing is the
average. You're just telling nme that this is
di sproportionately weighted to four, and that they have,
presumabl y, another five or six executives, which pull down
the wei ghting on the average cal cul ati on?

But that is inplicit in what you're telling ne, based
on the nunbers?

MR, BASILIG | don't have the full average

MR. BUONAGURO Right.

MR BASILIO | amnot referring to the average for
Toronto. | am saying froma budget perspective, the tota
cost of their executive teamis far and away greater than
that for the Horizon team and in fact, for their top five
it is significantly greater than the entire executive team
of Horizon Uilities.

MR, BUONAGURO So can | get the actual undertaking to
break out the executive class into -- we'll just call it
bi g-E and smal | - E?

M5. HUGHES: Yes, we can do that.
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MR, BUONAGURO  Maybe you can do it -- under the
smal | -E, you can put "[directors]"? | think is what you're
referring to them as?

MS. HUGHES: Yes. We can do that.

MS. HELT: M. Buonaguro, just given the anount of
di scussion on that particular undertaking, if you wouldn't
mnd re-articulating it for the purpose of the record,
pl ease?

MR, BUONAGURO Sure. Wth respect to Exhibit 4, tab
2, schedule 10, at page 11 of 25, appendi x 2K, the
undertaking is to break out the -- within the naned
executive category of costs -- what we're calling the big-E
executives, which are what Hori zon would call the true
executives, versus what we're calling the snall-E
executives, which would -- it has sonetinmes been referred
to as directors, as a sub-colum or sub-row within the
table, so that we get a better picture for conparison
purposes to other utilities who are reporting in that way.

MR. BASILIO Just for clarification, and while | was
conferring with Ms. Glli, we're still not sure that that
will provide a true basis of conparison. W have sone
doubt, and we can't verify whether Toronto include bonuses,
for exanple, in this table.

We think that perhaps they didn't. W can't verify
t hat .

MR, BUONAGURO  Sorry, just -- when you say "bonuses"
do you nmean incentive pay?

MR. BASILIO Yes, | do
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MR. BUONAGURO | think they have incentive pay on
their table. You can look at their exhibit, and if you
think there are any differences that you want to highlight
in the undertaking response, that's fine.

MR, BASILIG Ckay. Thank you.

MR, BUONAGURO | amjust trying to get a picture --

MR BASILIG O course. | know. And we want to
provide you with that. W want to provide you with that

pi cture, of course.

MR, BUONAGURO  Thank you.

M5. HELT: That will be Undertaking J2.5 --

MS. HARE: Is that not the sane as 2.47

M5. HELT: No. J2.4.

M5. HARE: Sorry, was J2.4 not to redo appendi x 2K?
MR, BUONAGURO | see your point. W already have an

undertaking to redo 2K. Presunably, you can provide the
two undertakings and do the breakout at the same tine.

That is a good idea. Thank you.

Thank you. Those are ny questions.

MS. HARE: Thank you. We will take our norning break
now, and come back at 10: 45.

--- Recess taken at 10:26 a.m

--- On resuming at 10:49 a.m

M5. HARE: Pl ease be seated.

Ms. Helt, | believe you are next.

CROSS- EXAM NATI ON BY MS. HELT:

MS. HELT: Thank you, Madam Chair.

Good norni ng, nmenbers of the panel.

ASAP Reporting ServicesInc.
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MS. BUTANY- DESOUZA: Good norni ng.

M5. HELT: | amgoing to start ny questions foll ow ng
up fromwhere M. Buonaguro |left off.

Yest erday, Board staff filed a conpendi um of
docunents, Exhibit KL.5, and | will be making reference to
t hose docunents in nmy cross-examnation. So if you pull it
out, that will be hel pful.

The first docunent | would ask to direct your
attention to is at page 23 of the conpendium It is a
response to Energy Probe Technical Conference Question
No. 10, and you will note it deals with full-tine
equi val ent enpl oyees, sinmilar to what M. Buonaguro was
aski ng about.

Do you have that before you?

If you | ook at the total nunbers, which is the third
line fromthe bottom you will see that the total nunber of
enpl oyees for 2010 budgeted was 401. The 2010 forecast is
384, and 2011 is 428. Do you see those nunbers?

M5. BUTANY- DESQUZA:  Yes.

M5. HELT: So that will -- if | amcorrect, between
2010 forecast and 2011, that is approximately a 10 percent
i ncrease. Wuld you agree with that?

M5. BUTANY- DESQUZA: Yes, subject to check.

M5. HELT: And that 10 percent, do you have a nunber
or an estimate for the Decenber 31st, 2010 FTEs that you
can provi de?

M5. GALLI: The final count as at December 31st, 2010
was 384.
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M5. HELT: And these are full-tinme equival ent
enpl oyees?

MS. GALLI: Yes, they are.

M5. HELT: So with the 10 percent increase, how do you
account for that?

MR BASILIO It is a conbination of positions we had
expected or planned to hire in 2010, plus new additions for
2011.

M5. HELT: And can you just break that down for ne?

Do you know how many new additions there are for 20117

MS. GALLI: The new additions for 2011 are 27.

MS. HELT: Thank you. That is what you had filed in
your evidence?

M5. GALLI: Correct.

M5. HELT: If you turn now to conpendi um docunent 22 -
page 22, what | aminterested in with respect to this
docunment is the bad debt expense.

Now, M. Buonaguro had this on his screen and was able
to nicely zoomin on the various lines. Unfortunately, |
only have the paper copy. But bad debt expense is about
seven lines fromthe top. Have you located that?

M5. HUGHES: Yes, we have.

M5. HELT: And you will see that for 2008 OEB
approved, it is approximtely 1,050,000. 2008 actual was a
little below that, 1,027,876; 2009 actual, approxinmtely
1.3 mllion.

For the bridge year, 2010, we have 970,000, and in
2011 test year, 1,350, 000.
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Can you explain what the reason was for the higher bad
debts in 2007 and 2009, and then again here in the test
year ?

MS. HUGHES: So in ternms of our bad debts, in terms of
the trending, we -- in 2007, | believe we had a coupl e of
smal | er commercial custoner bad debts that we had to wite
of f.

I think generally the econony, we have seen an
increase in our bad debts, in general, in ternms of both our
residential and commercial customer base

One of the things that | would actually like to point
out is in the 2010, the bridge year, we filed of 970 was in
fact our budget for 2010. And | can advise the Board that,
in fact, for the year ended Decenber 31st, 2010, our actual
bad debts were approximately $1.4 mllion. So we have been
experiencing a significant increase in our bad debt
expendi tures.

The 2011 test year, we used a three-year average of
t he actuals for 2008, 2009 and our 2010, and then we
forecasted a slight increase on that basis.

G ven what we've seen as changes com ng through with
respect to the -- what is it called -- sorry, the custoner
st andar di zati on policies and the inpact that we believe
that will have with respect to the anpunt of deposits that
we can take, as well as the introduction of the arrears
managenent program we do anticipate that we will see --
you know, we may in fact see an increase in our bad debt

expendi tures.
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MS. HELT: Can you clarify for ne why there was such a
difference, then, in the amount budgeted for the bridge
year? You said it was 970,000, but in fact the actual is
$1.4 mllion.

So that is a difference of about $430, 000. Wat
accounted for that?

M5. HUGHES: So a couple of things. One is we did see
a significant take-up, in terns of 2010, in the nunber of
custoners actually adopting the arrears managenent program
and so we did, in fact, see an increase in that.

Qur policies in terns of how we nove towards witing
of f these receivables, we didn't have, you know, a
guar ant eed expectation of collection. So we did, in fact,

i ncrease our allowance for doubtful accounts at the year
end. So that is a conponent, as well as just a genera
rise.

We obviously al so have higher bills in 2010 than
anticipated with the introduction of HST, and higher bills
for the sumrer nonths, as well.

MS. HELT: So do you forecast or see this as a trend
continuing in the future in terms of increasing bad debt
expenses?

MR BASILIO | believe so. Again, the arrears -- the
arrears nmanagenent programreduces our ability to secure
agai nst a group of customers that, for econonic reasons, it
is difficult for themto pay. Previously we had a neans of
securing ourselves against a portion of those | osses. W

are losing that ability, as well as the ability to recover
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interest and other itens.

So we see credit risk generally -- an uptick of credit
risk due to changes in policy -- credit-related policies.

So we do expect an uptick on bad debt expense.

M5. HELT: In response to Board Staff IR 22, Horizon
indicated it had not yet prepared its unaudited financial
year end balance. So that is why, at that tinme, you didn't
have a final total or actual amount for 2010.

You now do have the anpunt, and that is $1.4 mllion.
I's that an audited anount?

M5. HUGHES: Yes, it is. | can get the exact figure,
if you would Iike ne to. | rounded it to 1.4.

M5. HELT: If you could give an undertaking to provide
t he exact ampunt for the audited bad debt expense for the
year 20107

MS. HUGHES: | will.

MS. HELT: That will be undertaking J2.7 -- no, 2.6
I'msorry.

M5. BUTANY- DESOUZA: Sorry, isn't it 2.5?

MS. HELT: That's correct. So that will be J2.5. MW
m st ake. Thank you.

UNDERTAKI NG NO. J2.5: TO PROVI DE EXACT FI GURE FOR

AUDI TED BAD DEBT EXPENSE FOR THE YEAR 2010.

MS. HELT: M. Basilio, | believe you touched on this
with respect to credit risks, but what efforts or projects
has Horizon undertaken in recent years or is proposing to
take in 2011 to better identify and manage your credit

ri sks?
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M5. CAMPBELL: So in the past few years, in fact for a
nurmber of years now, Horizon has been working very closely
with our social agencies, and we have been -- we have
i mpl enent ed the custoner service standardi zati on prograns,
as M. Basilio had said, the AMP program and also the
enhancenents to the equal paynent program are underway as
wel | .

So we are seeing a |arger nunber of our custoners
t aki ng advant age of the equal payment plan, to allow them
to nake nonthly paynents agai nst their account.

And we are actually review ng, now, balances on a
quarterly basis versus an annual basis, to see if the
anounts that have been estinmated are matchi ng consunpti on
patterns, so that there isn't a big rollover of dollars
into the next year, which could be an affordability issue
and could contribute into credit risk, as well, if that is
t he case.

So we have done sone significant work around this area
to nake that plan run a | ot snoother for custoners, and
also to mnimze credit risk, as well.

What M. Basilio was tal king about with the AMP
program we have had 1, 300 custoners plus take advantage of
this program since Cctober

The one thing that is concerning us is we have seen
520 of these custoners unfortunately not neet their
obligations for paynent. So we have now i npl ement ed
prograns, as well, for tracking of these, for autonmated

notices so that we have early detection of these prograns
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not being net. And we're closely nonitoring the dollar
val ues, which is up over $130,000 in deferred paynents
within this program and we do review this on a quarterly
basis with our credit risk comittee, to see where we're
struggling, as well, to nmitigate sonme of this credit risk.

MS5. HELT: In your view, does the inplenentation of
the Ontario C ean Energy benefit inpact on your bad debt
expense?

M5. CAMPBELL: Wth the 10 percent credit on the bill
we're just seeing the -- nowthe first set of bills go out
as far as customers receiving a full credit, because it was
a prorated dollar val ue.

So | think what we've seen with the inplenentation of
HST and the increased tax and now the 10 percent credit, it
sort of balances itself out.

So | don't see it as a concern towards credit risk
but | also don't see it as a mitigation of credit risk.

M5. HELT: So you see it as being neutral ?

M5. CAMPBELL: Correct.

M5. HELT: Then with the inplenentation of smart
nmeters and tinme-of-use pricing, do you see that as having
any inpact on Horizon's bad debt expense?

M5. CAMPBELL: So over the past year, we've been
nmonitoring the custoners that we have been transferring
over to TQU, and year-to-date now or for the last 12
mont hs, the increase to custoners' bills is fairly neutral.
It's been around the -- just under a half a percent in the

total year for the custoners that are around 1,000 or so
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kil owatt-hours.

But where | see the tine-of-use rates being factored,
a credit risk, are sone of our vul nerable and | ower-usage
cust oners.

So on average, Horizon's usage is about -- is 660, 660
kil owatt-hours. And those custoners are seeing
fluctuations and increases in their energy bill, on the
energy side of their bill, of five to eight and sonme up to
15 percent, we have seen.

So it is definitely a concern, froman affordability
i ssue, for some of the | ower-use end custoners.

The average custoner, it is -- it wouldn't be a
concern for credit risk.

M5. HELT: All right. Thank you. Next | just have a
coupl e of questions with respect to HST. |If you turn to
Board staff's conpendium page 99, this is a -- Board staff
Interrogatory No. 57

In its response to this interrogatory, Horizon
instructed its operating units to inplenent -- or to
reflect the inplenentation of the HST on July 1st in 2010
i n devel opi ng the 2011 budget.

As a result, Horizon also indicates it has not been
able to quantify the savings reflected in the 2011 budget,
as these were built into the budget deviation, from
probably a bottom up approach.

My question is, as a proxy, can you indicate what the
bal ance of account 1592, PlILs and tax vari ances, would be

as of Decenber 31st, 20107
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MS. HUGHES: | just wanted to clarify. That is the
account where we were required to record the savings from
HST for the year-end purposes?

M5. HELT: Yes.

MS. HUGHES: Yes. So | can tell you we made an entry
for 200,000 at the end of Decenber 31

M5. HELT: And what about —- okay. That's fine.

Has Hori zon done any study to estimate what capital
and operating costs would be subject to PST?

The point of that is to try and determ ne what savings
there may be.

M5. HUGHES: so we haven't done a specific study, but
in terns of being able to track the expenditures fromJuly
to Decenber, we did itenize those itens, whereby we would
have savings on the capital side.

You know, we did identify conputer hardware, for
exanpl e, where they would have been subject to PST in the
past and now subject to HST, in which case we would get the
full input tax credit

So we did, in fact, go through some of those line
items to identify, but we didn't do a study, per se.

MS. HELT: And was there any reason for not doing a
st udy?

[ Wtness panel confers]

MS. HUGHES: | guess we did it on a transactional
basis so that we can ensure that we were follow ng the
proper tracki ng mechani sm

In ternms of the study, you know, in terns of direction
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as sort of we're building the bottomup budget for 2011, we
-- | guess we didn't specifically identify those itens,
where they mi ght have changed.

MS. HELT: Thank you.

Next | would |like to nove on to sonme questions with
respect to your Green Energy plan. | will be referring to
t he conpendi um page 27. This is Question 31, a Board
Staff interrogatory with respect to Horizon's basic Green
Energy Act pl an.

| would just like to confirm Horizon did file a
basic Green Energy Act plan; is that correct?

MS. LERETTE: Yes, that's correct.

M5. HELT: And in that plan, Horizon included in its
operating expenditures in 2011 an anount of 530,000; is
that correct?

M5. LERETTE: That's correct.

M5. HELT: Just for the purposes of clarification, is
Hori zon seeking a finding of prudence with respect to the
2011- 2013 Green Energy plan costs?

M5. LERETTE: Yes, we are.

M5. HELT: |Is Horizon seeking a finding of prudence of
expenditures with respect to any subsequent years of the
plan at this tine?

M5. LERETTE: | believe in one of the IR responses, we
noted that we were |ooking for a prudency review for al
five years in the GEA plan

M5. HELT: On page 28 of the conpendium in the answer

or the response to Board Staff Interrogatory 31(c), it
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states, and it is quoted:
"Horizon has subnitted a basic Green Energy Act
pl an that includes capital and seeking operating
expendi tures for the period of 2011 t hrough 2015.
Horizon Utilities is seeking approval for 2011
t hrough 2013 expenditures.”

So is your answer to the previous question with
respect to a finding of prudence, that Horizon is seeking a
finding of prudence for the plan costs for the years 2011
t hrough to 20157

[ Wtness panel confers]

MS5. LERETTE: So just to clarify ny previous answer,
we are | ooking for approval of costs and prudency for 2011
t hrough 2013. Costs after 2013 would be re-filed with our
next cost-of-service application

MS. HELT: Thank you. So your next cost-of-service
woul d be in 2015, so what woul d happen, then, for the year
20147

[ Wtness panel confers]

MS. BUTANY- DESOUZA: Maybe | will give it atry. W
did file the response to the interrogatory, as you have
noted, and in that response it does say to 2013.

Frankly, at this tinme, as we have just said, we
anticipate that our next cost-of-service will be filed for
2015 rates. Therefore, we would be seeking prudency for up
till and including 2014, so there isn't a year m ssing, and
that a subsequent GEA plan as necessary, should that be

necessary, would be filed with the next cost-of-service
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appl i cati on.

MS. HELT: Thank you. That makes sense.

M5. BUTANY- DESQUZA: | hope that is clear

M5. HELT: Yes.

M5. BUTANY- DESQUZA: Thank you.

M5. HELT: | would like to now nove on to questions
with respect to Green Energy Act direct benefits, and |
will be referring to the conmpendium starting at page 32 and
goi ng on to page 41

At page 32 of the conpendiumis a response to Board
Staff Interrogatory Question 36, which refers to the
"Report of the Board: Framework for Determ ning the Direct
Benefits Accruing to Custoners of a Distributor under
Ontario Regul ation 330/09."

Do you have that in front of you?

M5. LERETTE: Yes, | have the IR response in front of

M5. HELT: Thank you. And | amjust going to read the
first paragraph of that response, where:

"Horizon states at page 32 of its GEA plan that,
"The tables [outlining costs] indicate a zero
provinci al recovery because at this point in tine
the calculation for direct benefits for Horizon
is not defined." Staff concludes fromthe tables
provi ded that Horizon is requesting that
provi nci al ratepayers contribute 0% of the cost
of renewabl e enabling investnents, and 0% of the

cost of expansion investnents."”
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Then also in the report of the Board on pages 38 and
39 -- and | apologize, 38 is actually, you will note, page
15 of the report and 38 is actually page 16. So | wll be
referring to page -- the bottom of page -- conmpendi um page
39. The last sentence reads:

"As such, the Board is of the view that the
percentages that are ultimtely approved for
Hydro One Distribution in relation to Expansion
and REl investnent should provide a reasonable
estimate for other distributors until nore
distributors conplete detailed benefit
assessnents and a rolling weighted average can be
used, particularly given the linited anmount of
eligible investnents expected in Basic GEA

Pl ans. "

Do you see that? |I'msorry, it is alittle confusing
since the conpendi um pages are in reverse order.

M5. LERETTE: Yes. Yes, we have it.

M5. HELT: Were you aware of this report of the Board,
or are you aware of it?

M5. BUTANY- DESQUZA: Yes, we were aware of the report
of the Board. It did come out prior to our filing the
appl i cati on.

W weren't aware of the -- we weren't aware of the
specific application to our circunmstances, but subsequently
- and | note that it is in the conpendium | am sure you
are coming to it - we did do the calculations in response

to an interrogatory.
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M5. HELT: Correct.

MS. BUTANY- DESOUZA:  Yes.

MS. HELT: So you are, then, aware of the default
direct benefit percentages to be initially used by
distributors are those in the Hydro One decision; nanely,
the 17 percent for expansion investnents and 6 percent for
RElI; is that correct?

MS. LERETTE: Yes, we are, and we have used those
percentages on the tables in response to IR 36 to
recal cul ate those anounts.

M5. HELT: So would Horizon then have any objection or
difficulty in inmplementing and tracki ng the direct
benefits, if the Board were to set percentages other than
zero for provincial recovery of anounts related to its CGEA
pl an?

M5. LERETTE: No, we would not. Under the current

cal cul ations, the direct benefit -- provincial benefit
nunbers are quite snmall, so we wouldn't have any opposition
to that.

In 2011, we have calculated a zero benefit, and in
2012 $135, 000.

MS. HELT: AlIl right, thank you.

Next, if we can go to page 43 of the conpendium | am
just going to ask a few questions on the report -- or, no,
it is the decision with reasons with respect to Renewabl e
Generation Connection Rate Protection Conpensation Amount
of the Board, EB-2010-0191

This basically sets out the anpbunt that is to be
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collected by the 1ESO, and then paid out to Hydro One. Are
you familiar with this decision?

M5. BUTANY- DESOQUZA: | would offer that we have
limted famliarity.

M5. HELT: All right. |If we |look at page 1, which is
conmpendi um page 45, there is a paragraph that sets out how
to determne the 2010 RGCRP conpensation anount.

Il will just read it into the record:

"I'n accordance with Ontario Regul ation 330/09 the
RGCRP ampbunt to be collected by the | ndependent
Electricity System Qperator ('IESO) from al
electricity nmarket participants on the | ESO
controlled grid, as determined in accordance with
the market rules so that the total ampunt of
RGCRP conpensation to be collected is equal to
the total anmpbunt of rate protection to be

provi ded. "

So this decision basically sets out a nmechanism for
recovery of GEA plan costs collected from provinci al
rat epayers via paynments collected fromand paid out by the
IESO to eligible distributors.

Are you aware of that general principle?

M5. BUTANY- DESQUZA:  Yes.

MS. HELT: AlIl right. Then can Horizon see that the
provi si onal ampbunts -- provincial ambunts in respect of its
GEA plan are collected fromthe | ESO at regular intervals
in Hydro One's case?

MS. BUTANY- DESOUZA: Sorry, yes.
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MS. HELT: AlIl right. That's fine, then.

W will nove on to page 40 of the conpendi um which is
page 3 of the report of the Board in EB-2009-0349, and at
the top of the page it just deals with Regul ati on 330/ 09

Do you have that?

M5. BUTANY- DESQUZA:  Yes.

M5. HELT: All right. The first bullet deals with
eligible investment costs. It notes that initial eligible
i nvest ment costs:

“...are not |limted to only the initial capita

i nvestment costs, but also includes the up-front
OWVBA costs necessary for the purpose of 'enabling
the connection of a qualifying generation
facility'. However, given that section 79.1
focuses solely on the initial investnent, ongoing
OWBA costs that are incurred by the distributor
after the investnment has been made wi |l not be
eligible for provincial recovery."

Was Horizon aware of the distinction between the
upfront and ongoi ng OVBA costs when it prepared its GEA
pl an?

[ Wtness panel confers]

M5. BUTANY- DESOQUZA: No, we didn't -- when we prepared
our GEA plan, we didn't include this.

M5. HELT: The distinction between upfront and ongoi ng
costs?

M5. BUTANY- DESOUZA: That's correct.

MS. HELT: Ckay. | amjust going to nove to another
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question first, and | may come back to this.

If we go to conmpendi um page 62, this is Board Staff
I nterrogatory Question 38.

In this question, Board Staff asks, for clarification
pur poses, whether or not certain | abour expenses expected
in 2010 — '11 and 2012 are a reflection that Horizon
intends to hire the enpl oyees or not.

My question to you is: In your responses, the
consultative costs appear to be upfront costs. However,
I'"'m not sure whether the full-time equival ent engi neer
appears to be charged with the ongoing activities. It
certainly |ooks like that to ne.

Can you just clarify that for ne?

[ Wtness panel confers]

MS. LERETTE: The headcount in response to Question
38, the Board Staff interrogatory, is for the upfront and
t he ongoi ng worKk.

M5. HELT: All right. So the full-tinme engi neer would
be charged with ongoing activities?

M5. LERETTE: Yes.

MS. HELT: And then Board staff Interrogatory Question
39, which is at page 63 of the conpendium it is a simlar
sort of question with respect to -- Horizon indicates that
the costs of two dedicated full-time equival ents and
consul tant support are included for smart grid
i nvesti gati ons.

Wul d you agree with the characterization that these

two dedicated full-tinme equival ents are doi ng ongoi hg worKk,
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as opposed to upfront work?

M5. LERETTE: Again, these FTEs woul d do upfront work
and ongoi ng worKk.

M. HELT: Al right. Thank you.

Next, a couple of questions with respect to deferra
accounts and tracki ng of revenues and costs.

If we | ook at the conpendium page 64, this is an
excerpt frompart of the filing requirenments on
di stribution system plans, EB-2009-0397.

And the Board in this, in their filing requirenents,

i ndicates on the first paragraph of page 64 of the
conmpendi um
"The Board will assess the prudence of the
activities and costs to the extent permtted by
the level of detail provided. The GEA plan
shoul d contain sufficient evidence to allow the
Board to conduct this exam nation."

And at page 65, the Board sets out certain capita
OWRA deferral accounts for RGC, renewabl e generation
connection, or smart grid devel opnent.

And there is a reference at the bottom of the page to
account 1532, renewabl e generation connection OWRA deferra
account .

My question is: Just generally speaking, how does
Hori zon intend to track its revenue and costs incurred with
respect to its GEA plan?

[ Wtness panel confers]

M5. HUGHES: So for reporting purposes, we would
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expect that we would track these expenditures froman OVRA
perspecti ve through operati ons and mai nt enance accounts.
But then our practice would be to nove themto the deferra
account .

So internally, we would track themwi thin the deferra
account .

M5. HELT: But there is nothing included in the
evi dence where these amobunts woul d be tracked; is that
correct?

M5. BUTANY- DESQUZA:  Yes.

M5. HUGHES: | believe that's correct.
M5. HELT: Al right. |If | could just have a nonent,
pl ease.

Just one question, one further question, which rel ated
tony initial line of questioning that | failed to ask at
the time with respect to enpl oyees.

I"msorry, | don't have a reference in the compendi um
but can Horizon just indicate to me the nunber of non-
uni oni zed managenent enployees it has? | amnot sure if it
was included in the table that was being referred to by M.
Buonagur o, or not.

If it is, that's fine, but if you can just indicate
that for nme?

MS. GALLI: Just to clarify, when you say nmanhagenent,
do you nmean supervi sory?

M5. HELT: Yes.

M5. GALLI: Okay. So in terns of supervisory

managenment - -
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M5. HELT: Non-unioni zed.

M5. GALLI: -- non-unionized, would be 59.

M5. HELT: |s that sonewhere in the evidence?

M5. GALLI: Yes. It is included in appendix 2K
M5. HELT: Appendix 2K. Ch, | see, all right.

MS. BUTANY- DESOUZA: Exhibit 4, tab 2, schedule 10
M5. HELT: | see it. Ckay, thank you very nuch.

Those are ny questi ons.

M5. HARE: Thank you. M. Warren.

M. Warren, how | ong do you expect to be?

MR. WARREN: Hal f an hour, perhaps.

M5. HARE: We will have to break at five to 12:00, as
Ms. Spoel has another neeting at noon, but we can pick it
up after lunch, if you are not finished.

CROSS- EXAM NATI ON BY MR WARREN:

MR, WARREN. Thank you. M. Basilio, | would like to
start, as a prelude to sone of ny questions, on your
deci sions about hiring with a little bit of ground that was
covered yesterday afternoon. | want to make sure, in
fairness to you, that | have understood it correctly.

In connection with the decision to merge with St
Cat hari nes and create Horizon, as | understood the exchange
yesterday, you retained Kinectrics to do an asset
evaluation; is that correct?

MR. BASILIO That's correct.

MR. WARREN: And in response to questions that were
asked by ny friend, M. Shepherd, you said that this was

part of the due diligence in connection with that nerger;
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is that correct?

MR. BASILIO That's correct.

MR, WARREN. And in addition to that, you said that
you recogni zed Kinectrics as experts in that field; is that
correct?

MR. BASILIO That's correct. That was the basis on
whi ch we engaged them

MR. WARREN: And on the basis of that --

M5. HARE: Ms. Taylor is wondering whether or not you
are exam ning on confidential information?

MR. WARREN: | don't believe | am | don't intend to
rely on any numbers, M. Tayl or.

MS. TAYLOR: | was trying to think when this was goi ng

into canmera or out of canera yesterday afternoon when this

was di scussed. | want to be careful

Ms. HARE: | think if you are not using nunbers, it's
fine.

MR. WARREN: | have no reference to nunbers at all in

t he course of this exchange.

MS. HARE: Are you okay with that, M. Sidlofsky?

MR, SIDLOFSKY: Sorry. | think | am W nmay have to
see how things go as M. Warren progresses.

M5. HARE: Thank you.

MR, SI DLOFSKY: But, sorry, | should note that the
mat eri al prepared by Kinectrics has been taken off of the
record, because the Board deternmined it was irrel evant.
That was -- oh, |'msorry.

M5. HARE: There are two pieces, so it was the --
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MR, SIDLOFSKY: |I'msorry, that's right. M. Warren
is referring to the St. Catharines nmaterial.

MS. HARE: Right.

MR. SIDLOFSKY: | apol ogi ze.

MR, WARREN: Whuld | be correct, M. Basilio, in
understanding that in retaining Kinectrics to performthe
asset evaluation as part of the due diligence, it was
necessary, in order to satisfy your board, the Hamilton
board, and indeed this regulator, that the decision to
merge was a prudent one? |Is that fair for ne to conclude
t hat ?

MR, BASILIO Certainly for our board of directors
and | can't speak on the basis on which the board woul d
have eval uat ed, but we woul d have provided all of the
materials as part of the MADDs application, or they would
have been avail able. That woul d have been -- it would have
been sonething available to the board for its
determ nation

MR. WARREN: Is it also reasonable for ne to concl ude
that had Kinectrics concluded that the assets were in poor
condition, that that woul d have been a factor in a decision
by your board, and perhaps by this Board, in deternining
whet her (a) the price was correct, and (b) it was a prudent
transaction? 1s that not fair?

MR, BASILIO Wat Kinectrics -- this is ny view of
what Kinectrics' contribution was to the determ nation of
price --

MR. WARREN: If you could just answer mny question, M.
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Basilio? |If you could just answer ny question first, and

then you can put whatever gloss you want on it. | want an
answer to ny question. | will repeat it if you need it.
My question was: |f the assets had not been as they

were reported by Kinectrics, then that m ght have been a
factor in influencing (a) your board, and (a) perhaps this
Board, in determ ning (a) whether the nmerger price was
correct, and (b) whether the transaction was prudent? Yes
or no?

MR, BASILIO It mght have been correct, but in this
case, as | discussed yesterday, the outconme of that report,
in retrospect, would not have been a determinative factor
of the relative contribution

I think it is inmportant for the Board to know that the
purpose of the report, it's a condition of asset assessnent
in the context of determining the appropriate relative
contribution of each utility to the nmerged entity.

Despite the fact that our viewis that, |ooking back,
the outcone of that report is not correct, the relative
state of the distribution utilities at the time supports
the outcone of that transaction, and our board of directors
and our respective shareholders in the transaction would
support that notion.

M5. HARE: M. Basilio, with respect, | don't think
you answered the question.

MR, BASILIOG It might. It might have at the tine.

MR. WARREN: Now, M. Basilio, in response yesterday

to -- first Ms. Lerette, and, Ms. Lerette, you will correct
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me if I've got -- if | have applied an incorrect gloss to
your testinmony. You indicated that the Kinectrics report
had sone defi ci enci es.

And then at page 177 of yesterday's transcript, M.
Basilio offered, in response to a question from Panel
Menber Ms. Taylor, the following. It appears at page 177.
He volunteered, and | quote:

"If | might on the first part, | would use a bit
stronger |anguage than Kathy -- M. Lerette used
earlier. This report is sinply wong."

Do you renenber saying that?

MR, SIDLOFSKY: |I'msorry, if |I could stop ny friend
there, | believe that is in the in canmera portion of the
transcript. | amconcerned that even if no nunbers are
being given by ny friend, | have sone concerns about this
| eaking into the public portion of the hearing at this
poi nt .

M5. HARE: M. Warren?

MR. WARREN: | understand that there nay be sone
structural question about what is in canmera and what is
not, but the issue -- | can't inmagine there is anything
renotely confidential about this exchange, Madam Chair, but
I amin your hands whet her structurally you would prefer
that this exchange be done in the in camera portion of it.

M5. HARE: Along the lines of how you are proceeding,
| don't see that it is a problem It would not be redacted
fromthe transcripts, in any event. W are not talking

about nunbers.
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MR. SIDLOFSKY: That's fine, Madam Chair, except the -
- that material was provided in confidence, the entire --
that due diligence material as a whole was provided in
confidence in this proceeding.

| am concerned that no claimto confidentiality has
been either challenged or waived at this point, and I am
concerned that if M. Warren is going to be asking nore
guestions about the Kinectrics report, then that should be
done in canera.

MR. WARREN: | am not aski ng questions about the
Ki nectrics report. | am asking questions about this
witness's attitude to the Kinectrics report, which is a
different matter, and | amactually finished with the
guestions about the Kinectrics report itself.

I amnot sure | asked any, but | amcertainly finished
now with the Kinectrics report.

M5. HARE: M. Shepherd, did you want to add? No.
Ckay.

MR. WARREN: | should proceed, Madam Chair?

M5. HARE: Yes, please.

MR, WARREN. Can you tell me, M. Basilio, when it is
that you first reached the conclusion that the Kinectrics
report, in connection with the nmerger, was, to use your
term"sinmply wong"? Wen did you conme to that concl usion?

MR, BASILIO Personally | cane to that concl usion
t hrough the work that was commenced as part of the Guel ph
Hydro transaction, and, again, we perfornmed sinmilar due

diligence. W were perfornming that, and at the time - |
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believe Ms. Lerette made this point - we had nmuch better
i nformati on.

An issue with the original Kinectrics report -- and
again, | don't want to attribute the report being wong
necessarily to the Kinectrics nethodology. There were
i nformati on deficiencies underlying that report.

The information was nuch better, was evol ving, as part
of the Cuel ph work. And what we were seeing is that
Hori zon was having -- had far greater asset renewa
requirements than was originally contenplated in the

Ham | ton- St. Cat harines nerger

So at the tine, personally -- others nay have had it
earlier. I'mnot directly involved in the devel opment of
asset plans or strategies. | aman accountant. The

engi neers are doing this work on a continuous basis.

But I would say that was the first point for nme, where
it became apparent that our renewal requirenents were far
greater than what was originally contenplated.

However, the organi zation may have had an awareness,
prior to --

MR, WARREN. Can you remnd nme, sir, when it is that
Guel ph -- consideration of the Guel ph nerger was? Was it
two years ago?

| just don't renmenber the chronol ogy.

MR, BASILIG The work... 2007, that work was being
perforned, | believe -- and subject to check -- | believe
in the fourth quarter of 2007.

MR, WARREN. Am | right, then, to conclude that sone
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time in 2007, you becanme aware that one of the premises
upon which the nerger had taken place was sinply wong?

Is that a fair conclusion on ny part?

MR. BASILIO Wth respect to the renewal requirenents

of the conbined service territories of Hanmilton and St

Cat harines, yes. That was ny -- that was ny evolving view
at the tinme, that that report was not -- the original
Ki nectrics report. | just want to nake sure we're talking

about the right report.

That the 2004 report, the outputs of that report, in
my view, were not holding true to what was projected at the
time that report was prepared sone three, three and a half,
four years earlier.

MR. WARREN: In the three years since that tinme, have
you notified your board that one of the prem ses underlying
the original nmerger was sinmply wong?

MR. BASILIO The board -- what woul d have been
presented to the board was not sonething that specific.

What woul d have been presented to the board, through that
period, would have been: Here are our revised renewal
requi rements. And they received a fair bit of detailed

i nformati on on that subject.

The board woul d have been aware that this is -- this
is a change in view. That is the information and
di scussion with -- that | recall with the board.

Again, it is some time ago, but certainly the board
woul d have been fully aware that our view on renewal is

changi ng.
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MR, WARREN. Have you, at any tine, in any of the
filings you made with the Board, this Board, since 2007, to
and including this application, have you notified this
Board directly that one of the prenises underlying the
merger was, quote, "sinmply wong"? Have you done that?

MR. BASILIG No, | did not, because I did not think
it relevant to the contribution analysis that was
perfornmed, and the ultimte outcome of that transaction

MR. WARREN: Now, in this particular application, you
are asking the Board to, anmpng ot her things, approve
capital expenditures on the premise that your assets are
ol der than you thought, and in greater need of repair than
you thought; is that correct?

MR. BASILIO That's correct.

MR, WARREN: Ckay. And when you are offering that
premise to the Board, you still didn't tell themthat one
of the prenises underlying the nmerger, that they approved,
was sinmply wong? You didn't do that, did you?

MR. BASILIO No, | did not.

In fairness, I amunsure of an obligation to do so.

W did advise the Board of our grow ng renewal
requirements. | think the earliest mght have been the Z-
factor application?

M5. BUTANY- DESOQUZA: It was the Z-factor.

MR. BASILIO Z-factor application, 2000 and -- we
filed that application --

V5. BUTANY- DESOQUZA: It was filed in Septenber of
20009.
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MR. BASILIO  Septenber 2009

MR, WARREN. And as | understand what you are asking
us -- not us, but the Board to accept now is that there was
a flawed prenise underlying the nerger that they approved,
but that the Board should place -- sorry, froma recognized
i ndependent expert, but that the Board shoul d believe your
own condition assessnent in support of your request for the
capital expenditures; is that what you are asking this
Panel to accept?

MR BASILIO | amasking this Panel to accept that,
but again, in the context that we have much better and nore
detailed information to support that request.

There is a lot of information provided in evidence,
and we have had -- we have better systens and processes.

Far nmore work has been done this time around.

MR. WARREN: Now, as | understand it, M. Basilio,
sticking with -- staying with the prenmise that the asset
condition requires the expenditures that you are proposing,
let's turn to the nunmber of additional enployees that you
are proposing.

Now, if you could turn up the Exhibit 4 -- Exhibit 4,
tab 2, schedule A (sic), this is one of a nunber of
exhi bits which deal with the headcount, if | can call it
t hat .

MR. BASILIO Sorry, M. Warren, could you repeat the
exhi bit?

MR, WARREN: Exhibit 4, tab 2, schedule 8 This is

actual ly under the heading "OVRA cost per custoner and per
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FTE. "

But it has some nunbers which generally informthis
line of cross-exam nation

M5. HELT: | note M. Buonaguro has been so kind to
put it on the screen for everyone. Thank you, M.
Buonagur o.

MR. WARREN: | amnot sure M. Buonaguro is just a
| awyer. He may be a character fromHarry Potter, as well.

[ Laught er]

MR. WARREN: Thank you, M. Buonaguro

Now, when | look at this chart, | see, first, that the
nunber of custoners that you have from actual 2007 to test
year 2011 is essentially the sane; correct?

MR. BASILIO That's correct.

MR, WARREN: And what you are proposing to have the
Board accept is that you require an additional 60 enpl oyees
to serve the sanme nunber of custoners; have | got those
nunbers right?

MR. BASILIO Correct. An additional 60 since 2008

MR. WARREN: So we have 60 additional enployees to

serve the sane nunber of custoners.

And as | understand it, if -- just take this subject
to check -- in the appendix 2K that was up on the screen
before -- and this is not confidential information -- of

the 60, there are sone three in the executive class, 17 in
t he managenment class and 21 in the non-union class.

WIIl you take that, subject to check?

MR BASILIO Yes
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MR. WARREN: Okay. So two-thirds of the people, the
addi tional 60, may | suggest with respect, have nothing to

do with asset renewal and fixing aging assets?

Is that not -- is that an unfair conclusion on ny
part?

MR BASILIO | believe it may be, to sone extent.
And | would -- | will offer a corment, and then ask Ms.

Lerette to el aborate.

Certainly of those non-union positions, a great nunber
of themare involved in the planning, design -- planning
and design of the capital prograns that we're asking to
undert ake.

MR. WARREN: Now, as | understand the information
that's been filed in this case, that of the 60 additional
enpl oyees, some 13 are in information systens and
t echnol ogy; have | got that nunber right?

MR, BASILIO That's correct. Subject to check, but
believe that is correct.

MR. WARREN: And is that -- do you need 13 extra
people to fix aging assets in that category?

MR. BASILIO | need themfor the purposes that are
outlined in the evidence, which |I am pl eased to review

MR. WARREN: Now, | am stuck and | need your help on
this, M. Basilio, because it strikes ne as, nay | say with
respect, counterintuitive that you' ve got the sane nunber
of custoners and you need 60 nore enpl oyees to serve the
same nunber of custoners.

Did you give sone consideration, in light of the
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obvi ous downward pressure on your revenue, to not hire as
many people, M. Basilio?

MR. BASILIO O course, but | think it is inportant
to note that in 2008 our actual nunber reflects a great
nunber of open positions that we were holding open in the
hope of nerging with Guel ph.

As we prepared -- | think this requires sone
el aborati on, because it hel ps explain the variance between
2008 and 20 -- and our request in 2011

I am hopi ng one of ny counterparts can help ne with
t he nunmber of open positions that we held, but there were a
great many. The Guel ph nerger busi ness case obvi ously
provi ded for sone synergies, both -- and one of the -- |
mean, it is no secret. Part of the principal savings in a
merger is the, for lack of a better word, elimnation of
redundant positions.

And in order -- as we were seeing attrition through
that transaction, we decided not to fill those open
positions, so that those enpl oyees in both organizations
woul d have the greatest chance of filling those positions.
There were a great nmany of themin 2008, and into 2009,
beli eve, the transaction -- that concluded in 2009? And
into 2009.

So between 2008 and 2009, we were hol di ng many open
positions that we required, but in contenplation of the
Guel ph transacti on.

Beyond that, we have, again, in ny remarks yesterday,

belt tightening. Belt tightening, fromny perspective, has
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been the story of Horizon over the past three years in
relation to its revenue challenges, its inflation
chal | enges and pressure on capital expenditure.

And it is not -- as we've said before, it is not a
position we view as sustainable, and we need to address
t hese positions, sonme of which support growth in capital
projects, some of which address other deficiencies or
requirenments in the organization.

As | also said yesterday, | can tell you that this
budget underwent several iterations, and it started out at
a much higher level. Custoners were considered in the
budget that underlies this application.

MR WARREN. Am | to understand it the answer you have
given ne is that the ratepayers in Horizon's service
territory will be paying an increase in rates attributabl e,
in part, to an increase in the nunber of enployees as a
result of a failed nerger proposal ?

MR. BASILIO No, not at all. Not at all. These were
positions that were required to sustain the existing
Hori zon Utilities Corporation, but were held open -- held
open under a great deal of stress to the rest of the
organi zation, in trying to support those open positions
whil e doing their own day-to-day jobs.

MR, WARREN:. | thought your answer to mny earlier
guestion was that you'd held some of the positions open in
the prospect of the efficiencies that would derive fromthe
Guel ph merger. Did | miss that?

MR, BASILIG That's right. Sorry if | have
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m sinterpreted your question.

The nmerger failed. The nerger, had it happened, would
have delivered a great deal of synergies. |In the absence
of that nerger, each utility continues to require what it
had prior to the transaction.

MR. WARREN: So | amcorrect that the addition -- that
the ratepayers are paying a burden, in the form of
addi tional enpl oyees, because of a failed nerger. |s that
not fair on ny part?

MR. BASILIO No, | don't believe that is a fair
characterization.

MR. WARREN: Can we go back to Exhibit 4, tab 2,
schedul e 8, which was the OWRA per custoner?

| asked you sonme questions about the number of FTEs,
the 60 that are being added. On that sane chart, let's
| ook at the third category, which is OMWA per custonmer.

It has gone fromroughly $160 per custoner in 2007 to
$202 forecast for 2011. Have | got those nunbers right?

MR, BASILIO  Yes.

MR. WARREN: So at the Dick and Jane |evel of
mat hematics at which | amconfortable, it is about $44 per
custoner increase from 2007 to 2011; correct?

MR. BASILIO That's correct.

MR. WARREN:. And so we have $44 nore per custoner and
t he sanme nunber of custoners, static? Have | got those
nunmbers right?

MR. BASILIO Those two comments are correct.

MR, WARREN. COkay. Now, can you tell me, sir, whether
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or not you think it reasonable for the ratepayers in the
service territory of Horizon to be paying $44 nore per
custoner, when there are the sane nunber of custoners?

MR BASILIO | think I have answered that question
previously. Yes, we have considered the inpact on our
custoner in the context of utility requirenments. The
answer is "yes".

If the answer was not "yes", we would have not brought
this application forward.

MR. WARREN: | have just a couple of detailed
qguestions for you, panel. First of all --

M5. HARE: M. Warren, | hate to cut you off, but M.
Spoel has to go to another neeting.

MR. WARREN:  Fi ne.

M5. HARE: So nmaybe actually you will take advantage
of the break and conme back with sone nore questions.

MR, WARREN. O fewer.

M5. HARE: O fewer. | was hopi ng you woul d say that.

W will return at 1:15.

--- Luncheon recess taken at 11:55 a. m

--- On resuming at 1:20 p. m

MS. HARE: Before we start, | just wanted to mention
there were a fair nunber of undertakings given this norning
that nay cause parties to want to ask additional questions,
once we see the undertaking response.

So to the extent possible, if those could be filed as
soon as possible and preferably no |later than Monday

norning, so that then we |eave tine at the end of the
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exam nation of panel 3 to see if there are any foll ow up
guestions to those undertakings. Thank you.

M. Warren, sorry that | had to cut you off with just
a fewnnutes to go. So pl ease proceed.

MR. WARREN: Not at all.

Panel, | have just a very few questions |left.

Before the break, we were tal king about the increnent
of 60 enpl oyees since 2008.

Can you tell me -- and this may well be in the
evi dence, and | apologize if | have mssed it -- what is
the net inpact on the 2011 deficiency of the enpl oyee
addi ti ons?

[ Wtness panel confers]

MR, BASILIO |In the manager's sunmary, we report that
t he approxi mate val ue of the 60 headcount additions since
the -- since 2008 are approximately $5.5 mllion in
aggregate, of which $2.8 mllion is allocated to OWA, and
with the remainder allocated to capital.

| don't have -- | suppose we could conpute the anount,
the inpact on the deficiency. It would be 2.8 plus an
anortization of the remaining 2.7, plus, say, cost of
capital, | suppose

So | ' m guessing probably in the ballpark of 3.1
$3.2 mllion, if we assune are assets are anortized over,
on average, an 18 — well, these woul d be enpl oyees
dedicated largely to capital projects, so over 25 years.

| am guessing three to 3.2 mllion, sonmewhere in

t here.
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MR, WARREN. Thank you, M. Basilio. That is
sufficient for nmy purposes.

| have a question on regulatory costs, and in that
connection, panel, it would -- could you turn up a response
to an interrogatory frommy client? It is Interrogatory
Response 20, delivered on the 24th of January.

| apol ogi ze, panel. | do not have an exhi bit numnber
for it, for which | apol ogi ze.

What it consists of, panel, is a breakdown over the
period of three years of the conponents of the regulatory
budget .

Do you have it, panel?

MS. BUTANY- DESOUZA: Yes. Thank you.

MR, WARREN: And ny questions are directed to
understanding what is in the various categories. Let's
| ook at the 2008 budget for a nonent.

The salaries are for the in-house staff at Hori zon
the regulatory staff; is that correct?

MS. BUTANY- DESOUZA: Yes, that's correct.

MR, WARREN. The |egal fees, are those external | egal
fees?

MS. BUTANY- DESOUZA:  Yes.

MR. WARREN: And then you've got a category of
"regul atory costs" which appears to be a standal one figure
of, for that year, a mllion and change.

What does the standal one category "regul atory costs"
refer to?

[ Wtness panel confers]
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MS. BUTANY- DESOUZA: The standal one regul atory costs
that you have just referenced are related to the CEB fees
that we pay on an annual basis, as well as costs related to
t he 2008 EDR cost-of-service application.

MR. WARREN: And those 2008 EDR costs woul d be in what
category? Wuld they be different fromlegal fees, for
exanpl e, or would they include sonething for |egal fees?

[ Wtness panel confers]

MS. BUTANY- DESOQUZA: Yes, it would have included --

t he standal one regulatory costs that you have just
ref erenced woul d have included | egal costs for the
appl i cati on.

MR, WARREN. So that when we | ook at the budget for
| egal fees in 2008, it would be $99, 900, plus sone
component of the regulatory costs; is that correct?

M5. BUTANY- DESOQUZA: Yes, that is correct.

MR, WARREN. And just out of curiosity, why would you
di sti ngui sh? Wy would you not have all of the |legal costs
in one category, identified as such?

MS. BUTANY- DESOUZA: Because we have | egal costs
related to other itens, other than, necessarily, the
matters related to the Board, which are lunped in the
regul atory costs as well as the legal costs related to the
application that was in that year.

MR. WARREN: So woul d the conponent of the |legal fees
in the "regul atory" category -- those would be only rel ated
to the EDR application?

MS. BUTANY- DESOQUZA:  Yes.
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MR, WARREN. All right. Could |I ask you, then, to
turn to 2009, which is the next page?

And in 2009, you have a separate category for
sonet hing called "contract |abour."

Can you tell nme what that is?

V5. BUTANY- DESOQUZA: We had engaged -- we had engaged
a consultant in one of the roles that is now occupi ed by a
full-tine person, and that woul d have been the rel ated
contract | abour.

MR. WARREN: And what role was that?

V5. BUTANY- DESQUZA: The manager of regul atory
compliance. The role is now occupied by M. Brooker. And
-- so M. Brooker's role is manager, regulatory conmpliance,
and chi ef privacy officer.

MR. WARREN: The | egal fees conponent of that -- that
woul d be on the sane page -- that is unrelated to any --
you didn't have an EDR application that year, as |
recol | ect.

MS. BUTANY- DESOUZA: No. We had a Z-factor
application, an LRAM application, and a smart meter adder
appl i cati on.

MR. WARREN: And would -- the legal fee component,
woul d they have covered those, or are they to be found in
the regul atory costs?

MS. BUTANY-DESOUZA: No. They're in the legal fees
conponent .

MR, WARREN. COkay. And is there a legal fees

component of regulatory costs?
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MS. BUTANY- DESOUZA: Subject to check, ny recollection
i S no.

MR, WARREN. Finally, on the 2010 budget, the salary
conponent has increased materially by roughly $170, 000?

MS. BUTANY- DESOQUZA:  Yes.

MR. WARREN: Sorry, and the reason for that is?

MS. BUTANY- DESOUZA: | f we cast back to 2009 -- which
is when | joined Horizon -- at that tinme, | -- we had two
rates analysts. One was a contract person and a director
and a manager -- director of regulatory and a nmanager.

And over the course of 2009, we had a director |eave
and a nanager |eave, and so in 2010, we -- well, late 2009
we gained M. Brook, which | have just referenced, and then
al so three nore rates anal ysts, and manager of -- gosh
what is Lynn's title? Manager of rates.

MR. VWARREN. So we --

M5. BUTANY- DESOQUZA: One was a replacenment to the
manager that we lost, and three anal ysts joi ned our
conmpl enent .

MR. WARREN: So we have three additional salaries.

MS. BUTANY- DESOUZA: And this is fully annualized.

MR. WARREN: These are three additional salaries that
account for the $175,000; is that right?

MS. BUTANY- DESOUZA: As well as ny full salary in
there, as well, because | joined at nid point of -- just
after mid point 2009, and so this -- the variance that you
have noted reflects the difference in ny half salary in

2009 versus full salary in 2010.
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MR. WARREN: Then | see, when we nove to 2011 in the
category of salaries and services, it's gone up by 250, 000
or thereabouts. Again, am| reading the nunbers right?
From 2010 to 2011 salaries go from 683 to 9247

MS. BUTANY- DESOUZA: |'mfollowi ng you, yes.

MR. WARREN: And the reason for that nmaterial increase
woul d be what ?

MS. BUTANY- DESOUZA: Just one second

[ Wtness panel confers]

M5. BUTANY- DESOUZA: It can't be that conplicated

panel. It is your exhibit. You have the nunbers in there.
It has to be easier than this. | apol ogi ze.
M5. BUTANY- DESQUZA: Perhaps | shoul d apol ogi ze. | am

not neaning to nake it nmore difficult.

In 2011 we're proposing two additional head count for
regul atory, and so the nunber reflected here is -- are
i nclusi ve of those additions, as well as increases in
sal aries, 2010 over 2011, for existing staff.

MR. WARREN: Sorry, you are adding yet another two
people to the regulatory affairs departnent at Horizon, is
that right, in 20117

M5. BUTANY- DESOQUZA: Yes, that is correct.

MR. WARREN: I n what category will they be?

M5. BUTANY- DESOUZA: Manager of applications, and a
rates anal yst.

MR. WARREN: Manager of applications, but you are
going into an IRM period. You don't need anybody to deal

with applications for a while, or are you planning
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sonet hing different, folks?

M5. BUTANY- DESOUZA: To be fair, a cost-of-service
application isn't the only application that a regul atory
team nanages. And so we anticipate that we do have the
potential for other applications that the Board will --
that we'll bring forward before the Board.

MR. WARREN: M. Shepherd is taking a careful note of
t hat .

M5. BUTANY- DESOUZA: | inagine that he is

MR. BASILIO Further on that point, the cost-of-
service application fromstart to finish is well over a
year.

MR. WARREN: But if I've got the nunbers right, panel
if I look from2009 to 2011, we have costs increasing in
salaries alone in the regulatory departnment by some
$400, 000, and we have five new people in that departnment.
Have | just got those nunbers correctly?

MR. BASILIO That's correct.

M5. BUTANY- DESOQUZA: That's about right.

MR. WARREN: Five new people, an additional $400, 000
in salaries, and this when you don't have any additi onal
customers. Have | got that correctly?

[ Wtness panel confers]

MS. BUTANY- DESOUZA: Yes, you do have that correct.
However, from 2009 through to the current day, the |evel of
activity that Horizon's regul atory team has been
participating in and absorbing, as well as supporting

t hrough the other business units in the organization, has
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been significant and has increased from 2009 to 2011.

MR. WARREN: Help me out on this, briefly, panel.

Bet ween 2009 and 2011, you had an application to this Board
to - | will use a colloquial term- cone in early, and then
you have this application. What else is there, panel, that
| am m ssing?

M5. BUTANY- DESOQUZA: I n 2009 we had an |IRM
application; we had an LRAM SSM application; we had a snart
met er fundi ng adder applicati on.

And at the end of 2009, we had the beginning of the Z-
factor application. Also at the end of 2009 we had the
begi nning of the preparation of this application

In 2010, we closed out the Z-factor application. W
had an IRM-- no, we had this application and we had a
smart meter fundi ng adder applicati on.

In 2011, we've begun the snmart neter fundi ng adder
application. W are continuing to defend this application.
We've put forward a CDM strategy that was the cl oseout of
2009. W also included in the CDM strategy the potenti al
for Horizon to bring forward a CDM tier 2 application.

W have an upconming |RM application for the 2011 rate
year. W also have the potential for an LRAM SSM
application in the 2011 rate year, and out of the smart
nmet er fundi ng adder decision, the potential to bring
forward the smart neter rate basing application.

MR. WARREN: Now, you are proposing, as | understand
it, to anortize the legal and consulting costs, for which

the total is -- have | got the total, 724,000, for this
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appl i cation?

M5. BUTANY- DESQUZA: For the application, | believe
that we had included $960, 000.

MR. WARREN: And you are proposing to anortize that
over two years, is that correct, or three?

MS. BUTANY- DESOUZA: No. W are proposing -- we
answered this in our interrogatory responses. And we're
proposing to anortize it over four years. Mst recently,
in the revised evidence, and then the -- | amgoing to use
the word "revised" nore than once, for which | apol ogi ze,
but then the revised response to VECC 37(e), which was
filed earlier this week, we indicated that one of the
changes to the response to 37(e) is the anortization of the
regul atory costs.

And we noted, in that response, that the anortization
period is four years.

MR. WARREN: Thank you. | wonder if | could inpose on
M. Buonaguro to work his magic and turn up an exhibit that

was up before. It is Exhibit 4, tab 2, schedule 1, page 2.

That's it. | have just a couple of questions on this
schedule. If you could look in, under adm nistrative and
general expenses, at the category -- it is 5620, office

suppl i es and expenses.

If | read this correctly, in 2007 there was a total of
375,000 spent, and the proposal for this year is
$2.6 million. Have | got those nunbers right?

MS. HUGHES: The nunbers are correct, yes.

MR, WARREN: | don't nean to be facetious, but it
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seens like an awful |lot of extra pencils.

M5. HUGHES: So as we've filed particularly in the
evi dence, we did provide an OMRBA vari ance anal ysis year
over year.

And one of the things that | should bring to your
attention is, back in 2008, we undertook a significant ERP
i mpl ementation. Part of that inplenmentation resulted in us
remappi ng some of the categories in terns of where sone of
our operating expenditures were directed

And, in particular, with respect to office supplies
and equi prent, what | can advise is that, in fact, what is
going in this category currently, and since the latter part
of 2008, is all of our costs with respect to the IT
depart nent.

So, in fact, all of those costs are being directed to
this particul ar category.

MR. WARREN: And may | presune they're com ng out of
sone other category so that it is a wash?

M5. HUGHES: So | would say that there is not a -- a
di rect wash. We've also provided, in evidence, a nunber of
drivers that are increasing the information technol ogy
costs. So there have been increases in I T costs.

MR. WARREN: Are these just hardware and software
costs, or are they salaries, as well?

M5. HUGHES: So these would be salaries of the entire
IT group. It would include licence fees with respect to
one -- certainly our ERP system as well as any other

i censing and mai nt enance costs associated with the
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equi pnent .

MR. WARREN: 5630, two lines further down, outside
servi ces enpl oyed, you are proposing to spend roughly
$3 million in 2011.

What does that cover?

M5. HUGHES: So part of the costs in 2011 reflect sone

of the initiatives that we have identified in the evidence

around enterprise -- sorry, planning and scheduli ng.
The — sorry, I've just -- | have a list. M
apol ogies. It is escaping ne for the nonent.

So the anticipated —-

M5. HARE: M crophone, please.

M5. HUGHES:. Sorry.

For those particular projects would involve outside
consultants. | amjust trying to finds the list of
initiatives that would be directed there

So planning, the planning and scheduling initiative is
one of those items. The enterprise risk nmanagenent
framework is another one.

[ Wtness panel confers]

M5. HUGHES: Sorry. M apologies. | amjust |ooking
for —-

MR. WARREN: Please don't. | want to ask the
guestion.

M5. HUGHES: | know.

MR, WARREN. Are they all IT-related, generically?

M5. HUGHES: For the nost part, yes. | would say yes.

MR. WARREN: Okay. So --
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MS. HUGHES: Yes. | would say yes.

MR. WARREN: So we have an increnment from 2010 of 2011
of roughly a mllion dollars, by and large | T-rel ated.

Can you rem nd ne, panel, have | got the nunber right
that you are proposing to add, in addition to that, 13 new
people in the I T departnent?

It is nmy recollection of the note | nmade of the nunber
of the people in that category.

MR BASILIO | believe your conment was in reference
to 2008, additions since 2008.

MR, WARREN: Fair point, but you've added --

MR BASILIO So they're not additions to our relative
—- our conpl enent today, but since 2008.

MR. WARREN: Ckay. You have added 13 peopl e since
2008, and you are still proposing to spend an additiona
$1 million on outside consulting inthe IT field?

MR, BASILIO Sorry, if we could --

MR. WARREN: Have | got that right?

M5. HUGHES: So perhaps | could review the increase in
the I T departnment, in terns of the 13 headcount.

Since -- so we have added 13 headcount, including the
2011, whereby we are proposing an increase of four in 2011.

So in fact, we've added nine since 2008, primarily in
the area of -- we've added -- with the inplenmentation of
our ERP, we did see an increnental headcount of three,
related to the operation of that ERP. It is a significant
i nvestnent, and obviously requires ongoing staff to support

t hat ERP.
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W al so added two headcount related to providing in-
house PC support. Previously, that role was outsourced to
Fi breWred, back. And we did, as part of our OVRA driver
table, reflect the fact that we actually did see savings of
appr oxi mately $250, 000 by bringing in an out -- and
bringing in the services for PC support that we woul d have
previously outsourced. W did reflect that in the driver
t abl e.

In addition, in 2010, we have added three new
headcount related to our cyber-security. And that is
really around the security over all of our infornmation
t echnol ogi es, and we did provide sone evidence with respect
to the initiative around cyber-security, which we can
el aborate, if required.

And then in 2011, we are proposing four additiona
headcount; three in the engineering applications area that
rel ates back, in part, to our enterprise data warehouse
initiative, as well as an additional |IFS subject matter
expert. And IFS is our ERP solution. W, you know, do
have ongoi ng needs with respect to our ERP system

MR, WARREN. And we still need — you still needed
amllion dollars in outside consultants? That is what
your evidence is?

M5. HUGHES: So the -- yes. | would say yes.

The million dollars relates to very specific initiatives
that are, you know, increnmental in terns of driving our
ERP.

Pl anni ng and scheduling, for exanple, was a
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significant driver, in terns of an initiative that we've
been deferring.

And so that is an initiative that, you know, we do
require to spend sone noney on now.

MR, WARREN. M. Basilio, how nuch, if any, of your
time is spent on the solar project?

MR BASILIO | would say |ess than 10 percent, |ess
than five percent of nmy tinme on a weekly basis.

MR, WARREN: And if | were to add any ot her non-
regul ated entities' activities, what would the total be, of
your week's tine?

MR BASILIO It's not very nuch at all, really.

Wth respect to solar, we have a separate nanagenent
t eam

The ot her non-regul ated activities are a neter
servi ces business, of which | have no nanagenent
i nvol venrent, other than reviewing results fromtine to
time, and a water heater rental business, which we're
proposing to sell this year. |It's really a benign
busi ness, about 2,700 heaters, largely an anortizing
portfolio, really.

| don't spend much, if any, tinme, other than review ng
financial statenents and results and offering comrentary,
as necessary. But those businesses really operate without
my direct involvenent.

MR WARREN: So is it the case, then -- would | be
fair in saying that between five and 10 percent of your

time each week is spent on the non-regulated activities?
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MR, BASILIG No, | would say it is really — it's
tough to estimate. | would say less than five. Sonetines
none.

MR. WARREN: May | ask the same question of each of
t he panel menbers in turn, just to give ne a rough estimate
of what percentage of their tine on a weekly basis is spent
on the non-regul ated activities?

M5. LERETTE: | don't spend any tine.

M5. HUGHES: So | woul d be probably between one and
two percent of ny tinme, based on the financial accounting.

MR. WARREN: Thank you.

MB. SPOEL: Ms. Hughes, can | -- sorry to interject.

But one percent, if you work -- let's say you worked

50 hours a week. One percent is half an hour

You really only spend half — | mean, when people talk
-- it sounds like — and | know it is probably a snal
anount of tine, but one percent is a very -- that neans

really you are doing nothing, because half an hour a week
or 20 mnutes a week is not sonething you can even — you

couldn't even open the docunents and find them on your desk

and put them away again afterwards in 20 mnutes, | would
t hi nk?

MR, WARREN: | take it, Ms. Spoel, you have never kept
docket s.

[ Laught er]
MS. SPCEL: | have, and thankfully | don't have to
anynore.

[ Laught er]
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BASI LI O I'"'msorry, was that --
SPCEL: That's why | can ask.

25 53

BASILIO Did | say one percent?
M5. SPCEL: No, Ms. Hughes said one percent. You said

five percent.

But the sanme coment in a way. | nean, five percent
is not — is a very -- that is one-twentieth.
That is like -- that's literally an hour or two a

week, an hour, two hours a week, which isn't very nuch
Which is a very small anmount of tinme to do you know -- |
just wonder whether you are being sort of reasonably
accurate in your estinmation of how nmuch tinme a small thing
m ght actually take up.

Well, | ask the question of Ms. Hughes, actually,
because she said one percent, and | thought that was j ust

really getting a bit unrealistic.

M5. HUGHES: | guess perhaps when | amtrying to give
an estimate, | ammndful that this is specifically -- you
asked about, | guess, ny tine.

And so | obviously have a team underneath, who is
doing the nmajority of the preparation of the financial
statenents and the transactional activities.

So ny tine really is spent, on a nonthly basis, you
know, a review of the financial statenents that have been
prepared, certainly frommny experience

MR. WARREN: So there is a group of people under you
who woul d be spending nore tine, | take it, than

one percent on the non-regul ated busi nesses?
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M5. HUGHES: Yes. | nmean, yes, it is possible, in
terns of each of the businesses.

However, the service |l evel agreenents that we have
with our affiliates, fromthe accounting and finance area,
is they actually, the affiliates, particularly Hamilton
Utilities and HCE, have their own finance staff.

W are actually providing the transactional piece. So
where it nakes sense to | everage the transactions, we are
actually doing the transactions.

So, for exanple, an accounts payable clerk, we would
have a full-time accounts payable clerk. In terns of the
nunber of invoices, the percentage of the nunber of
i nvoi ces for the non-regul ated as conpared to the LDCis
very small. And so that is the basis on which | would nake
the --

MR. WARREN: And the other panel nenbers?

V5. BUTANY- DESQUZA: None of my tinme is spent on the
non-r egul at ed.

M5. CAMPBELL: | would estimate probably around

5 percent of my time is spent on non-regul ated activities,

particularly around the water billing for the City of
Hami | t on.

M5. GALLI: | would suggest the sanme, |ess than
5 percent.

MR. WARREN: Those are ny questions. Thank you very
much.
M5. HARE: Thank you. M. Shepherd.

MR. WARREN: | have a couple of questions in canera.
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M5. HARE: Yes, | understand.

CROSS- EXAM NATI ON BY MR, SHEPHERD:

MR, SHEPHERD: Thank you, Madam Chair.

| just wanted to do a couple of follow up things, and
| prom sed nyself | wouldn't ask any questi ons about
regul atory costs, but M. Warren has forced ne to change
t hat .

Am | right that -- am| right that in 2008, your total
sal ary and bonus cost was about $533,000? And | am | ooki ng
now at the same reference that he had before --

V5. BUTANY- DESOQUZA: |'mnot at it yet.

MR, SHEPHERD: -- for regulatory. You are proposing
in this application --

MR, SIDLOFSKY: Sorry, Madam Chair, if M. Shepherd
could just let M. Butany find that? She is just | ooking
for the reference right now.

MR, SHEPHERD: Sane reference you were | ooking at
bef ore.

V5. BUTANY- DESOQUZA: | just don't renmenber what the
reference was.

MR, SHEPHERD: Sorry, it was CCC No. 20.

MS. BUTANY- DESOUZA: |'msorry, go ahead.

MR, SHEPHERD: So in 2008, it was 533,000 salary and
bonus. And if | amcorrect, in 2011 you are proposing
1.8 nmillion; right? Those are conparable nunbers; right?
We're conparing apples to appl es.

MS. BUTANY- DESOUZA:  Yes.

MR. SHEPHERD: So that is al nbost doubled. And the

ASAP Reporting ServicesInc.

(613) 564-2727 (416) 861-8720



© 00 N oo o A~ w N P

N NN N N NN NN P P P P P P PP PR
© N o 0o » W N P O © 0 N O o M W N R O

97

reason for that is you have added a full-time vice
president in the department; right?

MS. BUTANY- DESQUZA:  Yes.

MR. SHEPHERD: And you have added four anal ysts?

M5. BUTANY- DESOQUZA: Thr ee.

MR. SHEPHERD: | thought you said you added three in
2010 and you're adding --

M5. BUTANY- DESOUZA: |'msorry, we added three in
2010.

MR. SHEPHERD: Then you are addi ng another one in
20117

M5. BUTANY- DESOUZA: My proposal in this application
is an addition of one rates anal yst, yes.

MR. SHEPHERD: So that is four.

MS. BUTANY- DESOUZA: We would be at four in total

yes.
MR, SHEPHERD: Four nore. You had sone al ready;
right?
MS. BUTANY- DESOQUZA: Sorry, in 2008?
MR. SHEPHERD: Yes.
MS. BUTANY- DESOUZA:  Yes.
MR. SHEPHERD: Ckay. Then the other part of this that

| just wanted to nmake sure | understand is if you | ook --
go back to 2008, you see legal fees and consulting tota
$289,000 in 2008. Then | go to 2011 and | see legal fees
and consulting is $774, 000.

Is that rate case related, or is that something el se?

[ Wtness panel confers]
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MR. SHEPHERD: | amnot |ooking for the little pieces.
| amjust sort of -- what are the big drivers of that?

MS. BUTANY- DESOUZA: No, | understand. Do you m nd
repeati ng the question, though?

MR, SHEPHERD: Sure. 2008 |egal fees and consulting,
$289, 000; 99.9 plus 189,000. 2011, sane two categori es,
460 plus 314; $774, 000.

That is about, what, triple or sonething like that,
al nost ?

MS. BUTANY-DESOUZA: So to be clear, the increase that
you see splits the legal and consulting costs, in
particular, related to the cost-of-service application
over 2010 and 2011 for budget purposes. So it is included
in both.

MR. SHEPHERD: So you had -- so you have | egal and
consulting in 2010 of $631, 000, and you have |egal and
consulting in 2011 of $774, 000.

So | get about 1,410,000 or so in legal and consulting
over those two years. That's the rate case?

MS. BUTANY- DESOUZA: The legal and consulting that you
see in 2011, like | said, reflects the cost-of-service
application. That is included for budget purposes in 2010
and 2011. Included in 2011 are related |l egal and
consulting costs for other applications, many of which I
mentioned in response to M. Warren's earlier question.

MR. SHEPHERD: Your CDM application?

M5. BUTANY- DESOUZA: | nentioned, | think, five other

applications so --
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SHEPHERD: Fi ve other applications this year?
BUTANY- DESQUZA:  Par don ne.

25 53

SHEPHERD: Five other applications this year?

MS. BUTANY- DESOUZA: The potential for -- we have at
| east before this Board the | RM application, the COMtier 2
application, an LRAM SSM application potentially included
in the IRMapplication, and a smart neter rate basing
appl i cati on.

MR. SHEPHERD: And you are going to use outside
| awyers and consultants for those? | |ooked back at your
applications. It looks to ne |like, generally speaking, you
don't use outside counsel or consultants for nost of these
smal | applications. You have a fairly substanti al
regulatory staff, and so you do theminternally, don't you?

M5. BUTANY- DESOQUZA: |t depends on -- we do have a
strong regul atory team However, for the purpose of sone
applications, particularly the COMtier 2 application and
an LRAM SSM application, we have used previously Seeline
for -- Seeline is a group of consultants for those
appl i cati ons.

So by way of exanple, we do use outside support when
necessary.

MR. SHEPHERD: Ckay, thank you

M. Basilio, you were being asked earlier today about
executive conpensation. | think it was M. Buonaguro. One
of the things you said is that you just read Toronto's 2010
di scl osure for their five named executives, $1.9 nillion,

average of $375,000 each. Do you recall that?
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MR. BASILIO Yes, | do.

MR, SHEPHERD: Al right. So | wonder if you could
undertake to give us simlar disclosure for your top five
executives, exactly like that.

MR. BASILIO Certainly.

MR, SHEPHERD: Ckay, thank you.

M5. HELT: So it is simlar disclosure. M. Shepherd,
can you just reiterate --

MR. SHEPHERD: Yes. There is a mandated discl osure
requi red under the Securities Act for reporting issuers;
right?

MR. BASILIO The annual information form yes.

MR, SHEPHERD: That's right. So | amasking if they
will provide the sanme thing, exactly that way, for Horizon,
so we will have an appl es-to-appl es conpari son.

M5. HELT: Thank you, M. Shepherd. That will be
undert aki ng J2. 6.

UNDERTAKI NG NO. J2.6: TO PROVI DE SALARY DI SCLOSURE

FOR HORI ZON TOP FI VE EXECUTI VES.

MR. SHEPHERD: Thank you.

Now, | wonder if you could turn to this -- what |
t hought was a very useful exhibit, 4, tab 1, schedule 1.

It is actually included at pages 21 and 22 of the

Staff conpendium which is where | am | ooking from but |

know M. Buonaguro cannot help hinmself. He will have to
put it up on the screen, and on the screen it will be nore
readabl e.

| just have a few questions about this. Do you have
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t hat ?

MR. BASILIO Sorry, would you please read us the
ref erence agai n?

MR. SHEPHERD: Sorry. Exhibit 4, tab 2, schedule 1.
This is the OMRA costs by uniform system of accounts.

MR. BASILIO Thank you

MR, SHEPHERD: So | amon page 1, actually, first.

So |l et nme understand sonething. You remapped your
accounts in 2008; right?

M5. HUGHES: |In Septenber of 2008.

MR. SHEPHERD: So does that nean that all of your 2007
and 2008 Board-approved data is sinply not conparable to
20117

M5. HUGHES: Generally speaking, it's not al
conmparable. Yes, that's a fair statenent.

MR, SHEPHERD: So we can't |look at trends in any
category? This information is not going to allow us to
| ook at trends in any categories?

M5. HUGHES: So what we offered, as part of the OWA
vari ance analysis within the application, was where we
could provide a grouping that might assist with a year-
over-year conparison, we did, in fact, try to do that.

And | will give an exanple. One of the areas,
obviously, is with respect to | abour, because we did, in
our mapping in previous years, for exanple, our supervisors
and managers in our sort of outside operations group would
have previously been mapped into the G&A category.

And so as part of our mapping, we mapped theminto the

ASAP Reporting ServicesInc.
(613) 564-2727 (416) 861-8720




© 00 N oo o A~ w N P

N NN N N NN NN P P P P P P PP PR
© N o 0o » W N P O © 0 N O o M W N R O

102

Oor the M based on the work where they were | ocat ed.

MR. SHEPHERD: Sorry, let nme just stop you, because |
was okay for about two-thirds of the way and then you | ost
me. They were in where?

M5. HUGHES: So they were part -- they would have been
part of G&A in 50...

MR, SHEPHERD: 56107

M5. HUGHES: 5610.

MR. SHEPHERD: And you noved themto 50057

M5. HUGHES: They could be in 5005, or they could al so
be in 5105. And so we -- | amtrying to -- if | could
per haps. ..

MR, SHEPHERD: Well, 5105 went down, so | assune there
is nothing material in 5105. But there is a big junp in
5005, $3 million.

MS. HUGHES: There is. | amtrying to find within the
application where we did -- | was using that as an exanpl e.
We can cone back to that.

But generally speaking, we did have a remapping. W
have tried to, throughout the evidence, collect those and
tried to provide a trending anal ysis and explain the
vari ances.

And the exanple that | gave M. Warren earlier with
respect to I T was one of those itens that we did, in fact,
docunment in our evidence.

MR. SHEPHERD: So for example, we will see, if we |ook
add 2008 Board- approved and 2008 actual, there is sone huge

di fferences between them
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Those differences are as a result of reall ocations;
general ly speaking, those are not a result of spending
differently than you told the Board?

MS. HUGHES: Well, what | would offer is there
obviously could be a difference in how we expended the
noney between the Board-approved and the actuals. That
woul d be one conponent.

The ot her conmponent woul d be that we would have four
nont hs of 2008 done on a new mappi ng basis, versus how the
2008 EDR was approved.

So | think where we certainly tried in our evidence to
provi de year-over-year, we did have to do it at a nuch
hi gher level, in looking at our O |Iike, our operations
category, our distribution categories, our G&A categories
in total.

MR. SHEPHERD: All right. That certainly sinmplifies a
ot of nmy questions, because | can't ask them

Well, let me ask you this, then. Let nme start with
5005, account 5005, the first one on the first page of this
exhi bit.

Your Board-approved was $768. So you basically had
one hour a year of supervision in this category, and in
your renapping, you then determ ned that was too | ow,
right?

M5. HUGHES: That's correct.

MR. SHEPHERD: Do | take it that an appropriate base
to look at is 2009, the $2 mllion?

That is all under the new mapping; right?
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MS. HUGHES: Yes. | would say yes.

MR, SHEPHERD: GCkay. So you have then increased
operation and supervision from 2009 to 2011 by, it |ooks
i ke, about 60 percent.

Wiy is that?

MS. HUGHES: So | do know that we've increased our
headcount in the operators, and | know that that is
accounting for a change, as well as --

MR. SHEPHERD: Sorry, let ne stop you to make sure
under st and you.

M5, HUGHES: Sorry.

MR, SHEPHERD: | wasn't asking about the operators; |
was asking about -- this is operations supervision and
engi neering, so this is not the actual operators; right?
This is the supervisors?

MS. HUGHES: Sorry, yes. But | believe there is one.

MS. LERETTE: There is one nanager

M5. HUGHES: One nmanager, one operator nanager.

| also believe the grid supervisor is in here, as
wel | .

M5. LERETTE: For 2011.

M5. HUGHES: For 2011. So | know that that -- | know
that there is at least two headcount there.

MR. SHEPHERD: Those two people aren't, together,
making $1.1 mllion?

MS. HUGHES: No. They're not.

MR, SHEPHERD: They wi sh, maybe, but they're not.

MS. HUGHES: | amsort of trying to think back, in
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terns of that specific category.

MR, SHEPHERD: Ckay. Well, let ne ask you about
anot her one, then. | have a little bit of a sense of that
one.

Let ne go down to 5020, which is operation |abour,
overhead distribution lines and feeders.

So after all of your remapping, your 2009 actual is
$2 million, but you are proposing to spend only 700,000 in
the test year.

Wy is that? Is that not as inportant this year? O
what -- changed priorities?

| amjust trying to understand.

[ Wtness panel confers]

M5. HUGHES: In ternms of -- | guess what | could offer
in terns of the preparation of our budgets and how t hese
nunbers roll up, it very much relates to the activities
t hat have been pl anned underneath at the detail ed |evel

So we do do our budgets based on an activity base.
And | believe that the categories will change based on
t hat .

I amnot particularly able to answer that particul ar
category in ternms of what is driving it, but...

MR, SHEPHERD: Al right. Well, who's -- sonebody on
this panel is responsible for operations, aren't they? Wo
was it?

M5. LERETTE: | am

MR. SHEPHERD: So this is -- this is your people;
right?
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MS. LERETTE: If you could just give ne one second. |
just want to | ook up sonething.

MR, SHEPHERD: Wbuld you like to do this by way of
undertaki ng? Wuld that be easier?

M5. HUGHES: Yes. Perhaps if | could ask that we
could do that.

MS5. HELT: WM. Shepherd, just for the record, could
you articul ate your undertaking, please?

MR. SHEPHERD: Yes. | would Iike an explanation of
t he variance in account 5020 from 2009 to 2011.

MS. HELT: That will be Undertaking J2.7.

UNDERTAKI NG NO. J2.7: TO EXPLAI N VARI ANCE | N ACCOUNT

5020 FROM 2009 TO 2011

MR, SHEPHERD: The next area | would |ike to ask you a
guestion about is 5065, which is neter expense.

Now, this is not an accounting change; right? This is
because smart nmeters were not in, and now they're going to
be in; right?

M5. HUGHES: So the way in which smart neters are
included in this exhibit would be the operations account.
The operations around smart meters would, in fact, be in
the nmeter -- "OEB" category.

The correspondi ng contra-account, actually,
interestingly enough falls under G&A. So if you go to
account 5695, the OWMBA contra-account, that is the area in
which the smart neter-rel ated expendi tures actual ly cone
out of OWBA.

So they're in neter expenses, and then contra-out
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under 5695.

MR. SHEPHERD: So the net woul d be your meter expense
for non-smart neters?

MS. HUGHES: That is correct.

MR. SHEPHERD: And were there any remappi ng changes in
t his account?

M5. HUGHES: M recollection — sorry, you go ahead.

[ Wtness panel confers]

M5. HUGHES: So before the mapping, the neter
supervisors and the neter -- | think it was neter nmanager
were previously mapped into G&A, and they are now mapped
into the neter expense.

MR. SHEPHERD: ©Ch, so this is another supervisory cost
t hat has been noved out of G&A and into operations?

MS. HUGHES: That is correct. W felt these were
better placed, better information in terns of the OEB
mappi ngs.

MR. SHEPHERD: So your original nunmber is for 2008 --
sorry, for 2008 Board-approved, rather, is a net of
1,831,000. You have now -- you are asking for just over
3 mllion.

So that change from your 2008 Board approved to today
i s because you noved supervisors over, because | woul d have
t hought meter expense is sonething that is relatively the
sane every year. 1In fact, it should be goi ng down because
of smart neters; right?

[ Wtness panel confers]

M5. HUGHES: |I'msorry, | may have ni sspoke. |

ASAP Reporting ServicesInc.
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believe it was all of the nmeter staff have now been
reallocated to the neter expense line, but | would have to
check that, subject to check, whereas -- yes.

MR, SHEPHERD: As of when? As of which year?

M5. HUGHES: The end of 2008.

MR. SHEPHERD: As of the end of 2008 --

M5. HUGHES: Correct.

MR. SHEPHERD: -- neter staff are nowin this line
50657

M5. HUGHES: Yes.

MR. SHEPHERD: Ckay, thank you

Then one of the things you have here is niscell aneous
di stribution expense. There are several niscellaneous
categories, but this one is of particular interest, because
it increased from 2008 to 2011 by double in actual terns.

Is this because of an accounting change, or is this
because you just spent nore nobney in this area? First of
all, what is miscellaneous distribution expense?

M5. HUGHES: Sorry, could you give ne the OEB nunber
that you are looking at? M apol ogies.

MR, SHEPHERD: Yes, 5085.

[ Wtness panel confers]

M5. HUGHES: |'msorry, I'"'mhaving difficulty in
recollecting what is in that particular category, but I am
happy to provide information on that.

MR, SHEPHERD: Ckay. Well, let ne cone back to it,
because there is some nore niscellaneous. Maybe we will

deal with them al t oget her
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The next section, the 5100 accounts, are al
mai nt enance accounts; right?

M5. HUGHES: That's correct.

MR, SHEPHERD: And what was really striking is, in
2008, you discovered that your systemwas in nuch worse
shape than you thought it was, but your naintenance costs
go way down from 2008 to 2009. | don't get that. Wy
woul d you drop your naintenance costs once you di scovered
that the systemis in worse shape than you thought?

M5. HUGHES: |If you look at account 5135, one of the
areas you will see that there has been a significant drop
is with respect to the tree trimmng, the right-of-way. It
says right-of-way, but that is in fact where our tree
trinmng costs are.

So in 2008, our approved tree trinmng was
$2.8 mllion, and in 2009, it is $1.1 mllion. And | know
that Ms. Lerette can speak to the drop in the tree
trinm ng.

MR. SHEPHERD: Ckay.

M5. LERETTE: So, yes, we have seen a drop in the tree
trimmng costs since 2008, and it is based on a few things.

We've nmoved to a full three-year trimcycle now, and
now we are on our second way through the three-year cycle.

Qur procurenment process --

MR. SHEPHERD: Sorry, let ne just stop you for a
second. So because you are on the second cycle -- and it
is a shorter cycle than your previous; right?

M5. LERETTE: Well, in 2008, when our costs were
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$2.4 mllion, we were noving froma cycle that was anywhere
fromten years down to three years in the suburbs. W had
an issue in the core City of Hamlton. Were the city was
doing our tree, it triming was way behind and we were in
cat ch-up node.

So that 2.4 million was really to look after the
backl og, which did continue a little bit into 2009, but
that 2.4 was getting to a three-year cycle and cl eaning up
t he backl og of trees that hadn't been trimed in a
significant amount of tine.

MR. SHEPHERD: And now when it is in better shape, the
three-year cycle costs you | ess, because there is basically
less trinmng to do?

M5. LERETTE: That's right.

MR, SHEPHERD: Ckay, go on.

MS. LERETTE: In addition to the three-year cycle,
whi ch reduces your costs, we al so updated our procurenent
process and we are addi ng new approved contractors to the
list, and this increased conpetition has driven the cost
down a little bit, too.

MR, SHEPHERD: Ckay, wonderful. Now, what about the
other $1.1 million in reduction in maintenance costs from
2008 to 2009? Wat | amlooking for is | would have
t hought you have an extra $1.3 mllion fromtree trimm ng.

G ven the state of your system you should have been
spending it on nore mai ntenance, and | don't understand why
not only did you not spend that, but you took out another

1.1 mllion.
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MS. LERETTE: So as your assets age, increased
mai nt enance beconmes sonetinmes not the right thing to do.
The right thing to do when assets reach the end of their
age is replace the assets.

So our capital costs are going up. W do have an
increase in maintenance in aged assets that we know are not
going to be replaced i minently.

And | think overall, our naintenance costs have gone
up, with the exception of tree trimmng, which has gone
down.

So we're not reducing mai ntenance costs. Qur costs
have increased in sonme areas of naintenance, but they are
of fset significantly by the reduction in tree trinmm ng
costs.

MR, SHEPHERD: Well, what it looks like is, if you
compare 2008 actual to 2011 actual, they're basically the
same except for the tree trimmng difference; right?

MB. LERETTE: Yes.

MR, SHEPHERD: But in 2009, when you were trying to
keep costs down, because ot herw se you woul d make | ess
nmoney, the place you decided to keep costs down was
mai nt enance, which seens like the last place you should do
it. Get rid of a vice president if you need to, but don't
get rid of your maintainers.

Sorry, you are all vice presidents, | know Don't
take it personally. | amtrying to understand how you set
that priority; that's all.

[ Wtness panel confers]
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M5. HUGHES: One of the explanations that | would
offer in terns of the nmmi ntenance, in discussions with M.
Lerette, you know, the programs and the mmi nt enance
prograns and the activities that we are doi ng have not
changed significantly.

What | could offer is that, in fact, the costs that go
into these categories are fully burdened costs of our
people. And there are areas that we have deferred, in
terns of training dollars and those sort of discretionary
costs, that we could defer related to those.

So if is quite possible that, you know, that is a part
of the costs that we're not seeing specifically in these
accounts.

MR, SHEPHERD: Thank you. | just have one other
guestion on this exhibit, and it is on the next page. It is
page 2 of Exhibit 4, tab 2, schedule 1, same table. This
is account 5340, niscellaneous custonmer accounts expenses.

Can you just tell nme what that is? It seens |ike al
of your custonmer accounts are in that - expenses are in
t hat category.

M5. HUGHES: Yes, that is our -- the expenses rel ated
to our custoner services departnent.

MR, SHEPHERD: So that is interesting, because in al
your operational stuff, you break it out in sone detail.
You did a remapping in 2008.

Is this just a function of how the USA works?

MS. HUGHES: | would say yes, in terns of this is the

category that we felt was -- it was appropriate and
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consi stent, and so that that is where we've included it,
yes.

MR, SHEPHERD: Ckay. Thank you.

Madam Chair, that is all of the questions that | have
on the non-confidential material

M5. HARE: Good. Thank you

Does the Panel have any questions?

The Panel has no questions, so anything for redirect,
M. Sidlofsky?

MR. SIDLOFSKY: No. Thank you, Madam Chair.

M5. HARE: Ckay. W are going to take a break before
we go into the in-canera session.

W will cone back at 20 to 3:00

--- Recess taken at 2:20 p. m

--- On resuming at 2:45 p. m

M5. HARE: Pl ease be seated.

W are now going to start the in canera session. |
woul d just like to rem nd everybody that the only people
that are allowed in the roomare those that have signed the
confidentiality declaration.

M5. HELT: Madam Chair, just to interrupt, M.

Si dl of sky indicated that a nenber of the w tness panel is
abl e to answer one of the undertakings given earlier.

MS. HARE: Very good. Thank you

MR, SI DLOFSKY: Thank you. Actually, sorry, it is not
an undertaki ng, Madam Chair. It was a question that M.
Warren had asked of Ms. Hughes, and | understand that --

well, at the tinme, Ms. Hughes wasn't able to provide an
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answer, but there was no undertaking given. But she does
have an answer to the question now.

MS. HARE: Thank you, yes.

M5. HUGHES: Thank you. So this was a question
regardi ng what was in the outside services account.

So | just wanted to nmake reference to a response to
the Energy Probe Interrogatory No. 25. W've provided a
tabl e which outlines the main drivers of that account in
terns of the increases.

So | can go through the list, or just provide the
reference at this point.

MR. WARREN: Reference is fine with ne.

M5. HARE: Thank you. Are there any other prelimnary
matters? Okay. So we will go in camera now.

--- I n camera session comencing at 2:46 p.m

M5. HARE: We will just wait a minute for M. Ritchie
to confirmwe are off. Mcs on, okay.

M5. HARE: M. Warren, | understand you will go first?

MR. WARREN: Thank you.

CONTI NUED CROSS- EXAM NATI ON BY MR WARREN
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And the final document | amgoing to be referring to

is not a confidential docunment, but it is for conparison
purposes. It is Exhibit 4, tab 2, schedule 8, page 1 of 1
It is the one | referred to earlier. It is entitled, "OWA
Costs Per Customer”.

M5. HELT: Perhaps if M. Buonaguro is still here, he
could put that on the screen for us.

[ Laught er]

M5. HELT: Thank you.

MR, WARREN. Thank you, M. Potter

Does the witness panel have the three docunents?

MS. BUTANY- DESOQUZA:  Yes.

MR, BASILIO W do

MR. WARREN: And there is no magic to this, panel. |

just want to understand three sets of nunbers.

ASAP Reporting Services I nc.
(613) 564-2727 (416) 861-8720




© 00 N oo o A~ w N P

N NN N N NN NN P P P P P P PP PR
© N o 0o » W N P O © 0 N O o M W N R O

ASAP Reporting Services I nc.
(613) 564-2727 (416) 861-8720




© 00 N oo o A~ w N P

N NN N N NN NN P P P P P P PP PR
© N o 0o » W N P O © 0 N O o M W N R O

ASAP Reporting Services I nc.
(613) 564-2727 (416) 861-8720




© 00 N oo o A~ w N P

N NN N N NN NN P P P P P P PP PR
© N o 0o » W N P O © 0 N O o M W N R O

ASAP Reporting Services I nc.
(613) 564-2727 (416) 861-8720




© 00 N oo o A~ w N P

N NN N N NN NN P P P P P P PP PR
© N o 0o » W N P O © 0 N O o M W N R O

ASAP Reporting Services I nc.
(613) 564-2727 (416) 861-8720




© 00 N oo o A~ w N P

N NN N N NN NN P P P P P P PP PR
© N o 0o » W N P O © 0 N O o M W N R O

VR.

120

WARREN: Okay. Now, the third docunent | want to

take you to, in is an OM&A cost per custoner only.

What

is the cost per custoner overall that is before

the Board in this case?

VR.

2 35

BASI LI O  For which year?

WARREN: For 2011.

BASILIO It is 202.29 in the docunent.
WARREN: Ckay.
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| wonder, Panel

M . Shepherd, but

121

-- | apologize, with no disrespect to

amtold by ny office that there is

something giving rise to snmoke back there, so | wonder

m ght be excused

i f

and | will return for the third panel ?
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MS. HARE: Yes, thank you.

[M. Warren wi t hdraws]

MS. HARE: M. Shepherd?

MR. SHEPHERD: | wll, of course, take that
personal ly, but..

CROSS- EXAM NATI ON BY MR SHEPHERD:

VMR. SHEPHERD. Thank you, Madam Chair.
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Does that have anything to do with the failure to

convince the Board on the Z-factor application?

MR. BASI LI O ... Well, | think it's nore, again,
just managi ng to what our means were in that period.

Had we been successful in the Z-factor application, |
think as we provided in evidence, that would have provided
opportunity to address sone of the deferrals that were
di scussed in evidence during that application.

So costs would likely have been higher had the Z-
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factor application been approved, but if | night just --
just want to -- the difficulty is, of course, your ability
to react once an application is approved, and, addressing
shortfall, you' ve basically got to nove the machi ne very
quickly if you achi eve additional funding to address
shortfalls and deficiencies and those sort of things. That
does take a little bit of tine.

So | think, generally speaking, had the Z-factor
application been approved - | can't renenber exactly when

we got that decision - it would have likely resulted in

addi tional expenditure, OWRA expenditure.
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Again, in any given year, | think we would do our best
to manage the utility, but over the course of a nunber of
years -- and this was the point of advanci ng our
application. It is becom ng nore and nore unconfortabl e.

So as we move through 2011 and 2012, under these
circunstances, it is certainly beconm ng very unconfortable
Qur only opportunity to address that |evel of confort is to
address revenue, which is -- of which this process is very
i mportant to, obviously.

MR. SHEPHERD: Because your billing determ nants
aren't going up, the only way to increase your revenue is

to get higher rates; right?

MR, BASILIO Exactly.
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23 MR BASILIO | am-- sorry. O course in 2011 what
24 we're asking for, froma cost per custoner perspective, it
25 is in Exhibit 4, tab 2, schedule 8, page 1. It is the

26 202.29 as it relates to this application; excludes smart
27 nmeters and MDM R

28 The bridge year was a forecast at a tine of 170. The
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delta is $30. | just want to make sure we're working wth

the correct statistics.

MR, BASILIO Yes, we did. W're very nuch aware --
mentioned this in my opening statenents. | think | stated
explicitly that we are very concerned about the inpact to
our custoners, but believe that this is in the best
interests of delivering, on a sustainable basis, the -- on
their expectations.

| would also say that this is a sharp increase, and it
certainly doesn't dimnish my coonment on concern

But in a nutshell, we've been operating at somewhat of
a deficit, in terms of our capacity to deliver our service
to custonmers, and | believe our rates and our costs per

customer leave us in a very conpetitive position in this
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sector. And we have been very conpetitive on a cost per
customer basis historically.

MR. SHEPHERD: Is that in the evidence sonmewhere?

MR, BASILIO | believe it is in the OEB yearbook
whi ch you provided, | believe.

MR. SHEPHERD: | am aski ng about the evidence in this
pr oceedi ng.

MR. BASILIO | thought -- sorry, if I amgiving

testinony, that is additional -- oh. Well, yes, we did
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and of course this is historical information, but | think

it is indicative of our past performance, and that from
2006 to 2008, Horizon Uilities is shown as $160 per
custoner on average. The 10 |largest LDC average is $191.

| amtrying to do the math, but that's al nost
20 percent higher than the Horizon average.

CGol den Horseshoe LDC average is $216. That is $56
hi gher, approxi nately 33 percent higher.

And the Ontario LDC average is $243.00 per customner,
or approximately 50 percent higher than Horizon Utilities.

So that's in evidence. That is indicative of our past
performance, | would offer. And it is conjecture of course
but I don't think for the npost part that other LDCs will be
reducing their costs dramatically through their next couple
of rounds of cost-of-service applications.

So | would suggest it is ny viewthat we'll remain in
a very conpetitive position relative to other LDCs with the
requests in this application.

MR, SHEPHERD: Well, so if | can paraphrase what
you' re saying, conpared to the 10 | argest LDCs, your norma
conpar abl es, you were $30 per customer |ower.

And in this application, you are catching up and you
are going to be on that average; is that right?

MR, BASILIOG No. That is not what you're hearing at
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all. This is an average from 2008.

Even if we can -- | think -- | nmean, | have done this
myself, but if we apply to the Ontario LDC average a rate
of, I don't know, let's say three percent a year -- | don't
know exactly how nuch on average LDC costs and applications
have gone up -- and noved the 160 to 202, if we nove the
160 to 202, sure, we will catch up to the 10 |l argest LDCs
back in 2008, but | amsure this is a nuch higher statistic
in 2011.

MR, SHEPHERD: Sorry, | --

MR, BASILIO That is conjecture, of course

MR, SHEPHERD: | didn't nake my question clear.

In that period, your conparable nunber to the 10
| argest LDCs was $31 | ower; right?

MR. BASILIO That's correct.

MR. SHEPHERD: You are asking to make up that
di fference today, $31; right? Roughly?

MR BASILIO Well, the difference -- really $42, if
we | ook at the 2011 test year.

MR. SHEPHERD: | am aski ng appl es-to-appl es.

You were cheaper; now you are not going to be; right?

MR. BASI LI O No, | believe we will continue to be
cheaper.

MR. SHEPHERD: GCkay. | want to turn to some questions
about enpl oyee costs, and the first thing | want to do is |
want to see if | can perhaps correct sonmething that you
have on the record, that is actually probably to your

advantage to correct, so | amgoing to see if we can do
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t hat .

Can you first take a |l ook at VECC Exhibit K2.1? This
is the Toronto 2K filing.

MR, BASILIO That was the -- sorry, that was the
table that M. Buonaguro provided --

MR, SHEPHERD: Yes.

MR BASILIO -- this norning?

MR, SHEPHERD: And it is on the screen. Magically it
i s here.

MR. BASILIOG | have -- we have that, of course

MR. SHEPHERD: So take a look at line 36 -- no, line
33 is the easiest one. kay?

Line 33 is their "Executive conpensation, average
yearly base wages."

Do you see that?

MR. BASILIO | do.

MR, SHEPHERD: GCkay. That line is line 15 divided by
line 2.

Do you see that?

MR, BASILIGO Yes

MR, SHEPHERD: GCkay. Now, let's go to your 2K and go
to the sane |line, "Executive average yearly base wages."
And actually, the one on the screen is the non-confidenti al
one. So let's look at 2010.

That is 214, 206; right?

MR. BASILIO Correct.

MR, SHEPHERD: And if you divide 3,118,631 by 17, you

don't get that, do you?
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MR. BASILIO No, you don't.

MR, SHEPHERD: GCkay. So the reason | amraising this
i s because you' ve agreed to do an undertaking to provide
some nunbers, which we are then going to be conparing.

And | think that you have overstated your average
yearly base wages nunbers in this entire chart.

M5. HARE: M. Shepherd, | think Ms. Galli wants to
answer .

M5. GALLI: Yes.

Yes, in fact we have. What we have done in terms of
calculating that figure is included the "total benefits"
line --

MR, SHEPHERD: No, | understand that.

M5. GALLI: -- to calculate the average.

MR. SHEPHERD: You have divided what would be, in the
Toronto one, line 27 by line 2, instead of line 20 -- 15 by
line 2.

So they're not conparable nunbers. The correct way to
do it, actually, is the way Toronto has done it.

And so | am asking you, in your undertaking response,
can you al so nake that correction, so that we will have
appl es-to-appl es conpari son?

M5. HUGHES: Yes, we can.

MR. SHEPHERD: Thank you. It hel ps you.

M5. HELT: Sorry, M. Shepherd, just to be clear, that
was the undertaking with respect to J2.4 that dealt with
t he table 2K?

MR, SHEPHERD: We'Ill have to ask M. Buonaguro what
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nunmber it was.

MR, BUONAGURO | think that is right. Thanks

M5. HELT: And Horizon understands the nature of this
specific aspect of that undertaking? O it would help --
would it help to clarify?

V5. BUTANY- DESQUZA: Can we repeat it?

MS. HELT: M. Shepherd?

MR, SHEPHERD: Sure. In Undertaking 2.4, can you
ensure that the cal cul ation under average yearly base wages
is only base wages, and is not all -- total conpensation?

M5. BUTANY- DESOUZA: Yes. GCot it.

MR, SHEPHERD: While you are at it, if you could add
to that the original appendix 2K corrected, that would be
good too. Just so we don't have this incorrect one |lying
ar ound.

You have -- your table 4-25 is incorrect.

So since you are going to correct it anyway, if you
can correct it on the original, that would be good too.

M5. HUGHES: Ckay.

M5. HARE: Ms. @lli, is that clear?

MS. GALLI: Yes, that's fine. Thank you.

MR. SHEPHERD: Now, | am | ooking at your appendi x --
sorry, your table 4-25. | am |l ooking at the unredacted

version of that, so it has the 2011 nunbers in it. Do you
have that?

M5. HELT: M. Shepherd, perhaps you coul d just
i ndi cat e what exhibit nunmber that is, page nunber?

MR. SHEPHERD: Exhibit 4, tab 2, schedule 10, page 11
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unr edact ed.

MR, BUONAGURO | think this is exactly what is on the
screen, except no bl ackout.

MR, SHEPHERD: That's right.

MR, BASILIG W have it, yes.

MR. SHEPHERD: Do you have that? The Panel Menbers
copi es should be marked, | think

MS. HELT: Yes. We did nmark the Panel Menbers'
copies, if you can find it.

MS5. HARE: Is it in this binder?

MS. HELT: It is inthe -- is it a technica
conference? It's not a technical conference question. So
then it is in the confidential interrogatory response --
vol ume 2 of 2, sorry.

MR, BUONAGURO | put it on the screen, but | kept al
of the redacted stuff out of ny conputer copy. Sorry.

MR. SHEPHERD: So | just want to ask you a couple of
brief questions about this. | amright, am| not, that
since your |ast rebasing year, 2008, you are proposing your
compensation i ncrease by about 35 percent, tota
compensation bill?

MR. BASILIO Yes, that is pretty close. That is
pretty close, subject to check, but that's correct.

MR. SHEPHERD: And that's not -- that's not a
busi ness-as-usual sort of increase, it seens to ne, because
t he conmpensation charged to OMBA is going up 27 percent,
right, but the conpensation charged to capital is going up

57 percent?
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MR. BASILIO That's correct.

MR. SHEPHERD: And this is because of your expanded
capital progranf

[ Wtness panel confers]

MR, BASILIO Sorry, | just wanted to confer on the --
could you repeat your question, please?

MR. SHEPHERD: So the difference between the increase
in conpensation charged to OMBA and the increase in
conpensation capitalized is because of your increased
capital program right? Wat | amtrying to get at is it
is not because of your remapping or any other accounting
changes?

MR. BASILIO That's correct.

MS. HUGHES: That's correct.

MR. SHEPHERD: So the 2008 nunbers, the 2011 nunbers,
t hey' re appl es-to-appl es nunbers; right?

M5. HUGHES: Yes.

MR, SHEPHERD: Ckay, good.

M5. HUGHES: Yes.

MR. SHEPHERD: So the reason | wondered about that is
you had a di scussion earlier about the capital program
and, you know, the increases in your capital program for
stuff on the ground were nothing like this $4.6 mllion
increase. Your increases in capital prograns for stuff on
the ground were pretty much busi ness as usual

But you do have some substantial increases in capital
prograns for IT projects and things like that; right?

MR, BASILIO W do have increases related to | T, but
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we have provided is we in aggregate -- our distribution
capital expenditures are going up in aggregate and on a net
basis at approximately $2 to $3 nillion a year.

But as we've shown in the evidence, when you dissect
t hat between what we're actually spending that distribution
system capital on, renewal is taking a big junp.

We do have | T expenses, again, |T expenses that aren't
for the sake of IT. They're IT expenses for the sake of
supporting distribution system planning -- other things, of
course, but supporting distribution system planning. And
think we gave sone testinmony on that with respect to the
enterprise data warehouse earlier.

So we delineate between distribution capital and other
capital, but much of IT expenditure, in fact, supports
di stribution system capital planning, tracking, and of
course custoner service.

MR, SHEPHERD: | understand that, and this is not the
time to be discussing that, anyway.

What | amreally trying to get at here is: |Is any
significant conponent of this increase in capitalized
compensation an increase in the nunber of people working on
t hose non-di stribution, non-systemprojects, like the IT
projects and the nobile conputing and all of those sorts of
t hi ngs?

MS. HUGHES: So what | would say is that we actually
don't capitalize | abour with respect to IT, generally
speaki ng, on these projects.

MR. SHEPHERD: So this whole $4.7 nillion increase is
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on the ground?

M5. HUGHES: Yes.

MR, SHEPHERD: Ckay. Well, that's interesting,
because then | wonder if you could go to the next page in
this -- well, it's actually not the next page, | guess.

It is page 14 of the same docunent, also the
unredacted version. So it is three pages along in Exhibit
4, tab 2, schedule 10. So we were |ooking at page 11, and
now we are | ooking at page 14.

Do you have that? And you can actually | ook at the
unredacted one, if you want, because | don't care about the
salaries. | amonly concerned with the list. So you have
it on the screen?

M5. HUGHES: Yes.

MR. SHEPHERD: Ckay. | looked -- there's 58 positions
listed here; right? | counted.

M5. HUGHES: Yes.

MR, SHEPHERD: Wbuld you take that subject to check?

M5. HUGHES: Yes.

MR, SHEPHERD: GCkay. And | looked at this list -- do
you know what the concept of a tool-in-hand job is?

M5. HUGHES: No. No.

MR. SHEPHERD: A tool in hand is a person in a utility
who actually goes out and does things, goes out and repairs
a line or works on a substation. It is your trades, okay?
Do you understand the concept?

MS. HUGHES: Mm hm vyes.

MR BASILIO W are nore famliar with the term
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"trades", yes.

MR, SHEPHERD: Ckay. | heard "tool in hand" from
sonebody a | ot ol der than you are, M. Basilio.

MR BASILIO | will take that as a conplinment.

MR. SHEPHERD: And | | ooked on this list for tool-in-
hand type jobs, trades, and | found 12 of the 58. The
first one | can find is the |last one listed in 2010, line
mai nt ai ner, cable splicer, not yet hired, and then | found,
in the last four listed at the bottom three of those
appear to be -- that is, |line naintainer, |ine nmaintainer
substation apprentice all appear to be trades-type jobs.

Is that right? Those are the trades we have on this
list?

M5. HUGHES: So those would be the new -- yes, those
woul d have been new hires for trades, yes.

MR, SHEPHERD: Ckay. So what | don't understand is --
let's start with you have a systemthat is not in good
shape, and yet all of the people you are hiring in that
period are people who can't fix anything.

Why woul d you be hiring those people, instead of
hiring the people that can fix the systemthat is broken?

[ Wtness panel confers]

M5. HUGHES: Sorry. | just wanted to collect the
i nformati on.

In ternms of the new hires, you know, we've clearly
indicated that in 2011, | believe, 13 of the total new
hires of 27 are, in fact, skilled trades, and not just in

terns of the construction, but there are other positions on
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this list that are really required to operate the entire
distribution system

You know, we do have planners, grid operators. |
mean, so those are, you know, required to operate the
di stribution plant.

| wanted to draw some attention to --

MR, SHEPHERD: Let nme just -- let nme just stop you
there. | want you to continue, but | just want to
under st and.

You said 137

MS. HUGHES: | believe we have identified 13, 13 trade
new hires in 2011

MR. SHEPHERD: Ckay. But that would include people
i ke network operators that -- this is not out -- people
out in the field?

M5. HUGHES: That's correct. It doesn't include the
operators, yes.

MR, SHEPHERD: Go on. Sorry to interrupt you.

M5. HUGHES: In response to CCC Interrogatory No. 32,
we did, in fact, provide a table where we provided the
continuity of our full-tine by departnent.

And in 2008, on this table, we had 132 enployees in
the construction and mai nt enance depart nent.

And | think this will help tie in the change in the
anount of capitalized |abour that you can see, is in 2008
we had a nunber of vacancies in the trades, and | think Ms.
Glli would be able to provide sone i nformati on on that.

So when you are | ooking at the conpensation for 2008
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and | ooki ng at the anount capitalized, and then comparing
it to 2011, we, in fact, had 132 in the constructi on and
mai nt enance, growing to 147 in 2011, based on the business
pl an.

So we, in fact, have grown that by 15 enpl oyees.

MR, SHEPHERD: Sorry, | didn't want to interrupt you
again, but | didn't hear the reference
HUGHES: Sorry.
SHEPHERD: | thought you said 32.
HUGHES: It is Consuners Council.
SHEPHERD:  Yeah?
HUGHES: | R No. 32.
SHEPHERD: So | am | ooking at 32.
HUGHES: It is a January 24th IR
SHEPHERD: Okay. And 32 is FTEs per custoner.

55535356535

no, this is VECC. Sorry. M apologies. That's
why | couldn't find it.

MR, BUONAGURO | amtrying to find it, but for sone
reason the el ectronic copy bookmarked CCC 32, actually, as
VECC 32.

MR. SHEPHERD: Ch, that's right.

MR. BUONAGURO It is a labelling problemin the
computer. | didn't do it.

MR, SHEPHERD: Yeah, that's right. They're all CCC
except for that one.

MR, BUONAGURQO  Yes

MR. SHEPHERD: All right.

Just give me a second to see if | can find it. It is
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not where it should be.

I amgoing to have to give up. |I'mnot going to find

MR BASILIO W would be pleased to provide you with
a copy.

MR. SHEPHERD: | will look at it later. Thanks.

MR. BASILIO Ckay.

MR, SHEPHERD: Sorry. All right. Actually, could you
give ne a copy to look at? Thank you

[ Ms. But any-DeSouza passes docunent to M. Shepherd]

MR. SHEPHERD: The fil e docunent does not have it
where it should be. Thanks very nuch.

So you are referring to which line, "construction and
mai nt enance" ?

M5. HUGHES: Yes.

MR, SHEPHERD: And you're saying that in construction
and mai nt enance, you are going from 132 to 147.

MS. HUGHES: That's correct.

MR. SHEPHERD: And that includes the supervisors;
right?

M5. HUGHES: VYes, it woul d.

MR, SHEPHERD: All right. So when we said that your
58 hires included 12 that were tool -in-hand, you're saying
no, that's wong; it is 15?

M5. GALLI: If | could also add, in table 4-26, in
Exhi bit 4, tab 2, schedule 107?

MR. SHEPHERD: Sure.

M5. GALLI: The last line of 2010, where we have "line
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mai nt ai ner cable splicer"?

MR. SHEPHERD: Yes.

MS. GALLI: Unfortunately, it is redacted, so you
can't see the total anpunt. But that actually should read
"seven positions.”

MR. SHEPHERD: "Seven positions"?

M5. GALLI: Yes.

MR. SHEPHERD: Well, see, that is interesting that you
shoul d say that, because then what we have on this list is
nore positions in total than on your 2K

In fact, in Staff Interrogatory No. 30, which is also
a confidential docunent, you got another five.

So are these nunbers on your 2K, the additions, not
right?

MR BASILIO | think we're having trouble follow ng
your math, which | amsure is correct. W are just having
trouble following it.

MR, SHEPHERD: |If you add up all of the positions on
table 4-26, you get 58. You just added another six; that
is 64, but | thought we already established you are only
addi ng 60 peopl e.

And then you have -- on Staff 30, you have anot her
five; is that wong?

M5. GALLI: In table 4-267?

MR. SHEPHERD: Yes.

M5. GALLI: W have a total of 61 positions.

MR, SHEPHERD: Ckay. Well, | counted it and | got 60

-- | got 58, plus you just added six nmore. All right --
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M5. GALLI: | have..

MR. SHEPHERD: Let's not fuss around about that.

O those tool-in-hand positions, how many of them have
been hired so far? Let's go down the list, and tell nme how
many have you hired so far

So as of August 26th, you said that none of the line
mai nt ai ners and cable splicers from 2010, which were listed
as January of 2010, that those weren't yet hired; right?

M5. GALLI: Correct.

MR. SHEPHERD: Presumably, sonme of them have been
hi red now, how nany?

MS. GALLI: They have all been hired.

MR. SHEPHERD: Ckay. All.

Then you have -- on the fourth-last |ine, you have
line mai ntai ner apprentice, four positions, listed as
January 2011

Have any of those been hired yet?

MS. GALLI: No, they have not.

MR. SHEPHERD: And of course, the ones -- the
addi ti onal one for Septenber would not have been hired yet;
right?

M5. GALLI: No, we have not.

MR. SHEPHERD: And what about the substation
apprentices, those three? Have any of those been hired
yet?

MS. GALLI: No, they have not.

MR. SHEPHERD: So in this period where you are addi ng

60 people, you have added seven tool-in-hand positions? Am
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| right?

[ Wtness panel confers]

M5. GALLI: Could you repeat the question, M.
Shepherd, so | answer correctly?

MR. SHEPHERD: Yes. |In that period where you say
you're going to add 60 people, so far you' ve added seven
tool -in-hand positions; is that right?

M5. GALLI: The table would represent new additional
prehire types of positions, but we have, in fact, in 2008,
2009, 2010 and 2011 also hired apprentices in each of those
years. They aren't reflected in this table, because these
represent new, but, in fact, because there have been
vacancies in |line maintainers, we have hired apprentices to
repl ace them

MR. SHEPHERD: ©h, okay. Well, that actually is a
wonderful segue into my next area of questions, ny |ast
area of questions, which is if you could turn to Energy
Probe Interrogatory No. 26, also a confidential docunent?

Keep the exhibit table 4-25 out, because we need to do
some conpari sons.

So do you have that table?

M5. GALLI: Yes, we do.

MR, SHEPHERD: GCkay. So this is an update of the 2K
to record 2010 actuals; right?

M5. GALLI: W' ve provided a @B forecast for 2010.

MR, SHEPHERD: But we just heard earlier that the @3
forecast actually turns out to be accurate, because your

actual as of the end of the year was 384; right?

ASAP Reporting ServicesInc.
(613) 564-2727 (416) 861-8720




© 00 N oo o A~ w N P

N NN N N NN NN P P P P P P PP PR
© N o 0o » W N P O © 0 N O o M W N R O

148

M5. GALLI: Yes, that's correct.

MR, SHEPHERD: GCkay. So am| right in understanding,
then, that for 2010, although you planned to have 401 FTEs,
you ended up at 384 FTEs, 17 less; right?

M5. GALLI: That's correct.

MR. SHEPHERD: And that's because your 2K - that is,
tabl e 4-25, which we were | ooking at earlier - includes
vacant positions; right?

MS. GALLI: Yes, for 2010 we've provided a budget
figure, and that would include vacancies.

MR, SHEPHERD: OCkay. So let's go back to the table 4-
25 for a second.

So 2010, those nunbers are wong. The correct nunber
woul d be 17 | ower, right, 3847

MS. GALLI: That's correct.

MR, SHEPHERD: Ckay. So for 2009, does that al so
i ncl ude vacant positions?

MS. GALLI: 2009 is an actual.

MR, SHEPHERD: Al right. And for 2008, does that
i ncl ude vacant positions?

M5. GALLI: 2008 is also an actual .

MR, SHEPHERD: GCkay. So let's come back to what you
just told us, then. W're talking about these 60 positions
or 61 or 64, or however many there are in this next page
table 4-26, and you said, Oh, no, no, no, there's sonme nore
peopl e we hired because of vacant positions; right? But
this is all the additions you have.

So if the vacancies weren't included in 2008 and 2009,
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where did you put those people? Were are they on this
thing? It doesn't add up. W have the whole 60, and there
aren't any tool-in-hand jobs until the end of 2010, none of
t hem

M5. GALLI: So the 60 would represent new positions
added to the organi zation over that period. Wen | say
we've hired, that is because positions existing in those
previous counts woul d have been vacated, and we have filled
to replace current existing positions.

MR, SHEPHERD: Ckay. The 368 in 2008, does that
i ncl ude any vacanci es?

MS. GALLI: No, it does not.

MR. SHEPHERD: GCkay. So then as sone of those people
left that you had in 2008, sone of those people left and
you replaced them right?

M5. GALLI: That's correct.

MR, SHEPHERD: Ah, okay. So that is different than,
for exanple, from 2010 to 2011 where you are actually
addi ng 44 people; right?

MS. GALLI: W are adding, in 2010, 15 and in 2011,

27.

MR, SHEPHERD: Well, actually, it looks like in 2010
you | ost two people, net.

MS. GALLI: On, sorry, you are |l ooking at actual s?

MR. SHEPHERD: Yes.

M5. GALLI: Yes, that is correct.

MR, SHEPHERD: Then you are adding -- in 2011, you are
addi ng 44; right?
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M5. HUGHES: So if | could just step back for a
m nute, we have proposed the hiring of 26 new positions in
2011.

In 2010, we had planned to hire 15 enpl oyees. W
hired those 15. | believe one of our responses to the
interrogatories provided, for those positions that were
budgeted in 2010 as new hires, they have in fact now all
been filled except for one, which is a nmanager of treasury
position in nmy area that | currently have on contract and
don't have a full tine.

Where we have a difference between the 2010 budget of
the 401 enpl oyees versus the 384 at year end are nornal
vacanci es, just vacancies throughout the organi zation,
where people have just left the position, but that -- so,
you know, we are showi ng that as actual

But, in fact, the conplenent, approved conpl enent,
that we have in our organization is 401 enpl oyees.

MR. SHEPHERD: Understood. But | guess fromthe
rat epayers' point of view, you are not assum ng that you
are going to have 15 or 20 vacancies, the sanme percentage
of vacancies in the test year, are you?

MR, BASILIG No. The test year assunes a ful
establ i shment of strength in the organi zation.

MR, SHEPHERD: Exactly. So whereas for 2010 you
actually paid 17 FTEs | ess than what you said in your 2K
but for 2011 you are asking for a budget for 44 nore
people, right, than you actually paid in 20107

MS. HUGHES: Well, that would assune that you didn't
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have 17 throughout the 2010, but | would say that those
positions would have come in and out through 2010.

MR. SHEPHERD: It is FTEs, isn't it?

M5. HUGHES: It is FTEs, yes.

MR. SHEPHERD: That neans that each one of those 17 is
a full-time equivalent; right?

M5. HUGHES: Yes.

MR. SHEPHERD: No? So these are not FTES?

M5. HUGHES: ©Oh, sorry.

M5. GALLI: I'msorry. The 384 woul d have been the
year end nunber. It represents the year end nunber of
enpl oyees.

And for the purposes of this, at any point in tine
during the year, we may have had a different conpl enent.

MR. SHEPHERD: So none of these figures are FTEs? You
had this discussion earlier, and | thought you were saying,
yes, they do equate to FTEs.

MR, BASILIO Just for clarification, do you nmean a
wei ght ed average nunber of enployees for the year?

MR. SHEPHERD: FTE -- well, you are a trained person,
M. Basilio. You know that an FTE is the equival ent of one
person for one year; right?

MR, BASILIO  Yes.

MR. SHEPHERD: So 401 peopl e should be 401 people for
a full year; right?

MR. BASILIO That's correct, but in reporting an
actual result -- again, | ama little confused by the line

of questi oni ng.
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MR. SHEPHERD: Well, | guess here is ny problem
Your previous -- all of your results include students;
right?

MS. GALLI: Students are not included in the table.

MR. SHEPHERD: Wy not ?

MS. GALLI: Appendix 2K?

MR. SHEPHERD: Yes. Wy not?

[ Wtness panel confers]

MR, SHEPHERD: | seemto recall all of your
departnental business plans there were, | don't know, 20,
30 students in total, maybe nore. They're not in here
anywher e?

[ Wtness panel confers]

M5. HUGHES: So we have prepared this table on the
basis that these are full-tine positions, and so we have
not included students on that basis.

MR. SHEPHERD: So your compensation costs are actually
hi gher than this?

M5. HUGHES: Yes, they woul d be higher by the
compensation paid to the students, yes.

MR. SHEPHERD: This is, like, 7 or $800,000 a year,
sonething like that? Am1l in the right range?

M5. HUGHES: No. No, | believe the 2011 budget for
students is |l ess than $300, 000.

MR. SHEPHERD: Fi ne.

Thanks very much. | have no further questions.

MS. HARE: Thank you.

Do any other parties have any questions? M. Crocker?
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M. Aiken? M. Buonaguro? M. Mclntosh? No?

The Panel has no questi ons.

M. Sidlofsky, any redirect?

MR. SIDLOFSKY: No. Thank you, Madam Chair.

MS. HARE: Thank you. W will go back on air, then.

--- Resuming public session at 3:54 p.m

PRCCEDURAL MATTERS:

MS5. HARE: Gven that it is alnost 4:00 o' cl ock, |
think that we will not start panel 3 today, but if we could
start Monday at 9:00 o' clock, that would be hel pful, so
that we can nmke up some tine.

Is that all right with everybody?

MR. SI DLOFSKY: That would be fine. Do we have a
sense at this point of howlong panel -- the cross-
exam nation m ght take on panel 3?

M5. HELT: | have had a chance to speak with sonme of
t he intervenors.

| believe M. A ken nmay have half an hour, 40 m nutes.
M. Buonaguro, perhaps an hour. M. Cocker, | believe,
i ndi cated he woul d be an hour or so. Board Staff wll
likely be half an hour. And then M. Warren indicated he
woul dn't be very long, 15 ninutes.

M5. G RVAN:.  Ten.

M5. HELT: Ten, 15 mnutes. Then there is M.
Shepherd, who will Iet us know hinself.

MR, SHEPHERD: Thirty mnutes, | think.

M5. HARE: So is it possible we will be done on
Monday?
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MS. HELT: ©Ch, | think we will be done on Monday. We
were hoping, in talks at the break, that we would be done
by lunch on Monday, had we started today with panel 3.

So that won't happen.

The only one -- one potential prelimnary issue, or
not prelimnary issue but issue, is | amnot sure if M.

Ai ken is avail able on Monday norning. |Is he here?

MS. HARE: Yes, he is here.

MR. AIKEN: Yes. | can be avail abl e Monday norni ng.

M5. HARE: Ckay. | do want to | eave sone tinme, in the
event there are any questions about the undertaking
responses.

The panel is excused. Thank you very nuch for your
assi stance. | see that some of the panel nenbers are back,
but Ms. Lerette and Ms. Canpbell, you are done. Thank you
very nuch.

M5. BUTANY- DESQUZA: Ms. Campbell might be back

MR. BASILIO Thank you very mnuch.

--- Wereupon the hearing adjourned at 3:58 p.m
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