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Thursday, March 22, 2012

--- On commencing at 9:48 a.m.

MS. CONBOY:  The Board is sitting today in the matter of an application by Halton Hills Hydro Inc. for an order approving just and reasonable rates and other charges for electricity distribution to be effective May 1st, 2012.

The parties have filed a partial settlement proposal on February 28th, 2013.  The settlement proposal identifies five unsettled issues.  It also noted that Halton Hills Hydro planned to file updated evidence relating to one of the unsettled issues.  That evidence related to PP&E account and was filed on March 12th.  Again, we had an update yesterday to that evidence.  I understand we'll be talking about that in a little bit.

The Board has considered the partial settlement proposal filed by the parties and finds it to be in the public interest.  The partial settlement proposal is approved.

Today we're here to hear testimony and cross-examination of five unsettled issues; namely, inclusion of one capital project, the green energy initiative in capital expenditures for test year, including resulting impacts on depreciation, PILs, cost of capital, loss factor, et cetera; property plant and equipment account amortization period; operations, maintenance and administration for test year; the long-term debt rate; and the deferral and variance account clearances.

My name is Paula Conboy and I will be presiding over today's proceeding.  With me today is Board member Kathy Spoel. May I have appearances, please?

Appearances:


MR. KING:  Good morning.  My name is Richard King.  I'm counsel for Halton Hills Hydro.  With me sitting in the witness box from left to right is Halton Hills' CEO, Art Skidmore.  Seated next to him is the chief financial officer, David Smelsky, and seated at the table with me immediately to my left is Ravi Baichan, and next to him Tracy Rehberg-Rawlingson.

MS. CONBOY:  Thank you.

MR. BUONAGURO:  Good morning.  Michael Buonaguro, Counsel for VECC.  I would also like to put in an appearance for Mark Rubenstein, who is on for -- counsel for SEC, and he's in the other room dealing with the Union issues day and he'll be joining us later.

MS. CONBOY:  Dancing between the two rooms for the day, will he?

MR. BUONAGURO:  Exactly.

MR. AIKEN:  Randy Aiken, consultant for Energy Probe.  I am also registering an appearance for Mr. MacIntosh.  He's also on the dance card.

MS. HELT:  Maureen Helt, Board counsel.   With me I have Neil Mather, case manager on Board Staff, as well as Robert Caputo and Bendi Castellanes.

MS. CONBOY:  Thank you, Ms. Helt.  I was going to talk about the confidential information that was filed and for everybody to make best efforts to ensure that their cross was with information that could be left on the public record.

I understand that has been resolved and there doesn't seem to be any issue about going in camera.

MS. HELT:  Yes.  I've had some discussions with the intervenors and they can correct me if I was mistaken, but I believe that's correct, Madam Chair.

MS. CONBOY:  Thank you.  Before we get to the cross-examination, and perhaps, Mr. King, you'll have some opening statements, the Panel would like to better understand the evidence that was filed not only on March 12th, but then subsequently updated yesterday.

So I'll leave that with you.  Are there any other preliminary matters?

MR. KING:  I have no preliminary matters other than that, and I was going to ask Mr. Smelsky to speak to the PP&E updates.

MS. CONBOY:  Thank you.  Any preliminary matters in the second row?

MR. BUONAGURO:  I don't know if it's a point of order.  Would the Panel be sworn before he speaks to evidence?

MS. CONBOY:  Yes.

MR. BUONAGURO:  Thanks.

MS. CONBOY:  Okay.  Well, I think the Panel is ready to be affirmed or sworn.
HALTON HILLS HYDRO INC. - PANEL 1


Art Skidmore, Sworn


David Smelsky, Sworn


MS. CONBOY:  Thank you.  Over to you, Mr. King.
Examination by Mr. King:

MR. KING:  I'll just have the panel adopt their evidence, and then have Mr. Smelsky address the PP&E issue.

First, Mr. Skidmore, do you have before you Halton Hills' application and pre-filed evidence in this proceeding, together with the IR responses, the technical conference transcripts and question responses, as well as the undertakings?

MR. SKIDMORE:  Yes, I do.

MR. KING:  And are they true and accurate, to the best of your knowledge?

MR. SKIDMORE:  Yes, they are.

MR. KING:  And you adopt them as evidence of the company in this proceeding?

MR. SKIDMORE:  Yes, we do.

MR. KING:  Mr. Smelsky, do you have before you Halton Hills' application for 2012 distribution rates, including all the pre-filed evidence as updated, the IR responses, the technical conference questions and the undertakings?

MR. SMELSKY:  Yes, we do.

MR. KING:  And are they true and accurate to the best of your knowledge and belief?

MR. SMELSKY:  Yes, they are.

MR. KING:  Do you adopt it as the evidence of Halton Hills in this proceeding?

MR. SMELSKY:  Yes, we do.

MR. KING:  Could we have Mr. Smelsky speak to the PP&E?

MS. CONBOY:  That would be helpful.  Thank you.

MR. SMELSKY:  Thank you.  The PP&E that was originally filed on March the 12th included depreciation calculation for CGAAP of 2,741,106, and this was based on the preliminary estimate of the CGAAP calculation for depreciation.

In the last week, our staff have continued to work on our year end for December 31st, 2011, and in that last week we have finalized that part of our audit file and have calculated the actual 2011 depreciation under CGAAP to be the revised number of 2,115,000.

We believe that the difference has a material effect and was important to bring to the attention of the -- of this Panel and also to the intervenors, as it has an impact in recalculating the deferral balance going forward.

MS. CONBOY:  Thank you very much.  Are you wanting to take us through that or through your -- the amounts?

MR. SMELSKY:  Certainly.  The impact of changing the CGAAP depreciation, the original deferral difference in the closing net PP&E under CGAAP versus MIFRs that was filed on March the 12th was 1,462,823.

Under the revised calculation with CGAAP depreciation being 2,115,000, our revised number is now 836,717 in the deferral account, and then from there we continued under our assumptions of the 20-year amortization and the net present value calculation.

MS. CONBOY:  Okay, thank you.  I guess we'll have some questions on those as we go through cross-examination, but that does help us with the clarification of the update.  Thank you.  Mr. King, was there any opening statements you wanted to make prior to cross-examination?

MR. KING:  No.  The panel is available for cross-examination.

MS. CONBOY:  Thank you.  And have we established an order?  I realize it's not Schools going first, but...

MR. AIKEN:  I'll be going first.  Thank you, Madam Chair.

MS. CONBOY:  I hear you are the leader of the pack today, too.  You have most of the materials.

MR. AIKEN:  I hope by the time I'm finished, there will be no further questions from anybody.

MS. CONBOY:  We all hope that, too.
Cross-Examination by Mr. Aiken:


MR. AIKEN:  Good morning, panel.  I'm going to start off with the property, plant and equipment deferral account.  To start off with, there are four pieces of information you are going to need in front of you for most of my cross-examination this morning.

The first one is the letter -- the evidence update from yesterday.  The second one is the partial settlement agreement.  The third one is the technical conference undertaking responses filed on February 4th, 2012, and the fourth one, which I'll be using the most, is the Energy problem compendium that you should have a copy of.

MS. CONBOY:  And we'll mark that as an exhibit?

MS. HELT:  Yes.  The Energy Probe compendium can be marked as Exhibit K1.1.
EXHIBIT NO. K1.1:  ENERGY PROBE CROSS-EXAMINATION COMPENDIUM.

MR. AIKEN:  On the PP&E deferral account, if you look at the Energy Probe compendium, what's included in there at pages 1 through 4 is the March 12th evidence.  And so my first question deals with that evidence, and I'll move quickly onto the update from yesterday.

Did you file anywhere the gross asset values and the cumulative depreciation for 2011 under both CGAAP and MIFRs that's resulted in the figure of 1,462,823 that's shown on the middle of page 3 in the compendium?

In other words, is that calculation on the record some place?

Maybe to assist and clarify what I'm looking for, if you turn up the undertaking response number JT1.2 - this is part of the February 4, 2012 letter with the undertaking responses - there's a table there labelled "Table JT-3, Revised PP&E Deferral Account Calculation."


And in the top part of that, there's a calculation that shows the opening net PP&E, the additions and depreciations, under both CGAAP and MIFRS.  And it comes up with the deferral account balance.  In this case, it was 1,384,596.

What I'm asking for is:  Is there a calculation on the record that shows the calculation of the 1,462,823 that was part of the March 12th update?

MR. SMELSKY:  I do not believe there is that calculation on the record.

MR. AIKEN:  Have you filed the corresponding figures and calculations that now result in your figure of 836,717 shown on the third page of yesterday's update?

MR. SMELSKY:  Only the summary page has been filed, which is the page that's following.

MR. AIKEN:  Yes.  That just shows how the 836,000 is to be recovered; correct?

MR. SMELSKY:  Correct.  That's the summary page.

MR. AIKEN:  Would you undertake to provide a schedule that shows the gross asset values and accumulative depreciation under CGAAP and MIFRs for both calculations, the original 146 and the revised number as of yesterday, in a format similar to the top half of table JT-3?

MS. SPOEL:  Mr. Aiken, before they answer that question, just in an effort to keep things moving along with respect to undertakings, we're wondering what use you would make of that information for the purposes of this proceeding?

Is this something you need?

MR. AIKEN:  Yes, because the record right now is not complete as to how this number is calculated, and what I'm about to ask is about the other changes that may have occurred, other than the $600,000 reduction in depreciation under CGAAP in 2012.

MS. SPOEL:  All right, fine.

MS. HELT:  That with be undertaking J1.1.
UNDERTAKING NO. J1.1:  TO PROVIDE A SCHEDULE SHOWING GROSS ASSET VALUES AND ACCUMULATIVE DEPRECIATION UNDER CGAAP AND MIFRS FOR THE ORIGINAL AND REVISED CALCULATIONS IN A FORMAT SIMILAR TO TOP HALF OF TABLE JT-3.

MR. AIKEN:  Now, I'm curious about the adjustment highlighted in yesterday's evidence, the update.  And this is the $600,000 reduction in depreciation expense under CGAAP for 2011.  Were there any other adjustments made other than that to accumulated depreciation for 2011?

MR. SMELSKY:  No, there have not.

MR. AIKEN:  What drove the significant reduction in the 2011 CGAAP depreciation figure?  It's about a 30 percent reduction.

MR. SMELSKY:  As we reviewed our asset sub-ledgers and the contents of looking at it from a CGAAP, as well as looking at it from an IFRS perspective going forward, we noted that certain amortization and service lives and certain of the calculations required to be adjusted for accounting estimates going forward, as well as in regards to the 2011 calculation.

MR. AIKEN:  So did you change the depreciation rates for 2001 compared to what you had been using in previous years under CGAAP?

MR. SMELSKY:  No.  The rates have not been changed.  We've looked at useful lives relative to the assets in the continuity schedules.

MR. AIKEN:  But I'm not sure if -- are you saying you've changed the useful lives for 2011 CGAAP purposes from what was used previously?

MR. SMELSKY:  No, that is not what I'm saying.  What I'm saying is, in the continuity schedules we were utilizing, there were some calculations, and we had a third party that assisted us in the calculations.  And on that basis, we have looked at certain asset classes that have, in effect, had incorrect formula calculations within the spreadsheet itself, and that is spreadsheet itself -- the original calculation we based our estimate on, there were some miscalculations within the formulas of the spreadsheet that were assisting us in the calculation for our annualized 2011 depreciation.

MR. AIKEN:  That I can understand.  But going back, the change in the depreciation expense for 2011 -- and you indicated there were no other changes in the calculation.  So essentially you are telling me the gross assets and/or capital additions in 2011 under CGAAP did not change from that which was shown in the continuity schedule in -- and you can return to undertaking JT1.3, which has these continuity schedules under CGAAP and MIFRs, 2011.

And if you look at page 7 of 22 of your undertakings - Mr. Buonaguro has it up on the screen - your evidence of yesterday indicated that the additions under accumulative depreciation have now changed in the 2.7 million shown there to the 2.115 million.  My question is:  Under the "Cost" columns that show a closing balance of 40 million and change, have those numbers changed as a result of your audit?  Sorry, 49 million.

MR. SMELSKY:  I believe all your questions will be answered once we file the undertaking that you've requested.

MR. AIKEN:  Are you telling me the 800-and-some-thousand figure in the deferral account as of yesterday may change again?

MR. SMELSKY:  It's not going to change again.

MR. AIKEN:  Then let me follow up on this.  If your depreciation changed under CGAAP, you're telling me that your additions, which were based on a forecast for 2011, have not changed under CGAAP; is that correct?

MR. SMELSKY:  I think what we might be overlooking is it was a spreadsheet calculation error.  The continuity schedules that we had here -- and they were based on -- the depreciation was based on the formulas within that spreadsheet.  So once we complete the undertaking, I believe we will be able to satisfy your queries that are being set here.

MR. AIKEN:  I'm trying to get to another issue, and that is the schedule that we're looking at under CGAAP, you're telling us one number has changed and another number has not changed, because you just told us the 800-and-some-thousand-dollar number will not change, which implies that your closing balance, based on a forecast, capital additions for 2011, was dead-on the forecast because you now have actuals.  You've gone through the audit.

MR. SMELSKY:  The schedule that you are referring to for the 2011, the closing gross assets of 49,129,366 is a good number.

MR. AIKEN:  And that's what your audit shows?

MR. SMELSKY:  That's what we will be finalizing through -- our audit is still a work in progress.  It's not finalized yet.

MR. AIKEN:  So if you go back to the previous page on the undertaking responses, the table we were looking at before, JT-3, there are six numbers here that are used in the calculation of the deferral account balance.

There's three under CGAAP and three under MIFRS.  I'm assuming that the opening net PP&E under both will not change, because it's based on 2010 numbers.

You've told us that the 2.796 million number under depreciation under CGAAP is now 2.1 million.  I'm asking essentially if the additions of 4.767 million, or whatever number you've used in your calculation, whether that number is changing as a result of your audit, and I will have similar questions under the additions and depreciation under the MIFRS calculations.

MR. SMELSKY:  For further clarification, the numbers on table JT-3, when you look at the 2011 additions of 4,767,000, does not tie in with the table on JT-4, which shows additions of 2,835,000.

So when we file the undertaking with the revised JT-3, the numbers will change relative to the CGAAP and reflect what has been updated and tie in, once again, with JT-4.  So JT-4, the only thing that changes on that schedule is the depreciation expense.

MR. AIKEN:  So the JT-4, which was based on a forecast, you are saying is the actuals?

MR. SMELSKY:  Gross asset additions?

MR. AIKEN:  Yes.

MR. SMELSKY:  That is correct.

MR. AIKEN:  Then on JT-5, which is the same calculations, but under MIFRS for 2011, are there any changes to these numbers, based on your actual information that you now have?

MR. SMELSKY:  There is no impact to MIFRS numbers.

MR. AIKEN:  So the calculations were done correctly here for depreciation, for example?

MR. SMELSKY:  MIFRS, what I would like to say is we'll once again reconfirm through the undertaking that if there is any impact in the MIFRS, we will certainly update at that time, but at this point I don't --


MS. CONBOY:  Can I jump in here for a moment so I understand the updates that we're talking about?  My understanding - and correct me if I'm wrong - is that the updates that were filed on March 21st only impact the new evidence that was filed on March 12th?  Is that -- first of all, is that what you're getting at Mr. Aiken, and, second, is that what I understand?

MR. AIKEN:  It goes back -- sorry, it goes back essentially to the undertaking I asked for, because there are six numbers that result in the deferral account amount and we don't know what was in the original 1.4 million.

I think it ties in closely to those two continuity schedules we've been looking at, and I just want to make sure that they hadn't inadvertently only updated one of the six numbers, when three of those other six numbers may have changed, as well, as a result of them now having 2011 actual, complete year actual data to review.

MS. CONBOY:  I think we're talking about the same thing.  Mr. Smelsky was saying that the table that he's undertaken to provide us will give a breakdown of the 836 number, which would have answered your initial question about the 1.4 million.

And we're just further clarifying that the only impact of yesterday's updates is on what was filed on the 12th?

MR. SMELSKY:  That is correct.

MS. CONBOY:  Thank you.

MR. AIKEN:  So, Mr. Smelsky, does that mean that in addition to the table I asked you to provide, you would be providing updates to tables JT-4 and/or JT-5 -- well, JT-4 definitely, because that one we know has changed.  If there are any changes to those two, you would be updating that, those two, to show where the numbers come from?

MR. SMELSKY:  I'll absolutely include that in the undertaking.

MR. AIKEN:  Thank you.

MS. CONBOY:  Are clear on the wording of the undertaking, Ms. Helt?

MS. HELT:  I believe it's for Halton Hills to provide updates to tables JT-4 and JT-5, if there are in fact any changes, and those updates will be provided in response to the initial undertaking J1.1.

MS. CONBOY:  Okay, which is a table of the breakdown of the 836, okay -- 63, sorry.

MS. HELT:  Just to clarify, is there also an update to JT-3, which is the summary?  Was that being requested, Mr. Aiken?

MR. AIKEN:  Yes, it was the update basically to the top half of that table.

MS. HELT:  Thank you.

MR. AIKEN:  Now, the evidence indicates that the Halton proposal is to calculate the return on rate base on a modified declining balance adjusted every four years to coincide with each rate rebasing period; is that correct?  This is page 4 of yesterday's evidence.

MR. SKIDMORE:  That is correct.

MR. AIKEN:  What happens if Halton rebases more or less frequently than every four years over the next 20 years?

MR. SKIDMORE:  I guess the rate or the amount would stay the same until the next rebasing.  So if it's not a four-year rebasing, we would do it at that particular time.

MR. AIKEN:  So are you proposing that the figures shown on page 2 of yesterday's evidence - these are the five bullet points that shows the amounts in the four-year in credit comment - are you suggesting they be locked in as the annual reductions in the revenue requirement over the period shown, or they could change if you rebase on something other than a four-year cycle?

MR. SMELSKY:  It's based on the rebasing cycle.  So if it's every four years, as our assumption is here, that's what we have.  If that cycle changes, then the calculation would be rebased, as well.

MR. AIKEN:  So would it be fair to say these numbers are for illustrative purposes only at this point in time, based on your assumption of a four-year cycle?

MR. SMELSKY:  I will agree with that, yes.

MR. AIKEN:  If you turn to page 4 of yesterday's update, this is a schedule that shows the three different proposals.  Am I correct that Halton's proposal is the one shown as option 1?

MR. SMELSKY:  Yes, that is correct.

MR. AIKEN:  Then option 2 is based on the same 20-year amortization as proposed by Halton Hills, but calculates the return on capital on an annual basis, rather than keeping the return at the same level for the four-year increments; is that correct?

MR. SMELSKY:  That is correct.

MR. AIKEN:  Then option 3, is this what you believe to be the OEB approach?

MR. SMELSKY:  The third approach is another illustration that -- it is not based on the OEB approach, because the OEB approach is on a case-by-case basis.

MR. AIKEN:  The reason I ask is because it is labelled -- the net present value is labelled "net present value of OEB approach" under option 3.  So my understanding is this is your interpretation of the OEB's approach.

MR. SMELSKY:  This is following the example that is in the Staff reports.

MR. AIKEN:  And under that approach under the Staff report, the return on capital does not decline as the rate base or the amount in the deferral account declines over the four-year period, and that is shown in the second last line there -- sorry, the third last line.

The return is shown as 51,876 in each of the four years.  Now, can you explain your interpretation of the Board's approach in keeping that number constant for the four years?

MR. SMELSKY:  The return is based on the original amortization amount of 836,717 utilizing the 6.2 percent for a return of 207, and that 207 is just amortized over the four-year period equally.

MR. AIKEN:  Sorry, did you just say the return is 207,000 on $836,000?

MR. SMELSKY:  The accumulated total, if you look at the column on the left, you have the return of 207,506, the amortization of 836,717, for a total value of 1,044,223, and then that's taken over the four years equivalently.

MR. AIKEN:  I thought the return was actually calculated the opposite way.  The 51,876 is your 6 percent return on the 846,000, and that number stays the same for four years, and that gives you the total of 207,000 return; is that correct?  Sorry, I thought you said that the $207,000 return was essentially amortized over the four years.

MR. SMELSKY:  I thought that's what I said, but I agree with what you are saying.

MR. AIKEN:  Can I have you turn to pages 6 to 8 of the compendium?  This is appendix A to the EB-2008-0408 addendum to the report of the Board, and there is the summary of the Board policy in the addendum.

On page 6, you'll see that issue 2 relates to the PP&E deferral account.  On the following page, point 3 talks about the deferral account and point 4 states that the unamortized balance in the deferral account should be recorded as an adjustment to opening rate base in the year of rebasing.

So stopping there, am I correct the unamortized amount of 836,000 in your updated evidence is the amount that has been added to rate base in 2012?

MR. SKIDMORE:  Yes, the 846 is in the revised MIFRS rate base.

MR. AIKEN:  Just to confirm, if you turn to appendix B of the partial settlement agreement, appendix B is the continuity schedules under MIFRS for 2011 and 2012.  And maybe you don't even need to turn it up, but the second page under appendix B is the continuity schedule for 2012 based on MIFRS, which is rate base.

At the bottom of that page -- actually, you may have to turn it up.  I have a couple questions on it.  At the bottom of the page - it's on the screen - the last line on the right-hand side, there's a PP&E deferral account amount of 168,130.

So, first, am I correct that Halton's proposal changes that number to the 92,415 shown on page 4 of yesterday's evidence?  This is the amount you are proposing to amortize over the first four years?

MR. SMELSKY:  May I please ask clarification?  I don't see the line you are referring to on the schedule.

MR. AIKEN:  If you see on the screen, it may be easier to look at.  At the bottom, the very bottom line on right-hand side, it says "PP&E deferral account amount", and then in a yellow cell, there is a figure of 168,130.

My question is:  I'm assuming that number now changes to the 92,415 that you are proposing as of yesterday?  That's the new PP&E deferral amount?

MR. SKIDMORE:  That is correct.

MR. AIKEN:  If we go back to point 4 of the Board summary, where in the 2012 continuity schedule that we're looking at -- my assistant is too fast -- where in this schedule is the unamortized balance that's in the deferral account, the 846,000, shown as adjustment to the opening rate base in the test year?  My question is:  Is it shown as a separate line item or is it reflected in each of the - or a number of the individual plant accounting - plant accounts?

MR. SMELSKY:  The numbers are inherent in the closing numbers as the MIFRS numbers in continuity schedule.

MR. AIKEN:  My question was more than along the lines it is spread across various accounts, and it's not as a bottom-line adjustment to the continuity schedule; is that correct?

MR. SMELSKY:  That is correct.

MR. AIKEN:  If you go back to point 5 of the Board's policy —— and this is back on page 7 of the compendium.  I will just read in point 5 for the record —— it says:
"Utilities shall reflect a deferral account balance as an adjustment to MIFRS calculated rate base going forward and amortize that adjustment over a period of time approved by the Board.  The rate base upon which the utility return on rate base calculation is based in the cost of service application will therefore include two components:  The MIFRS-based elements of PP&E and the unamortized balance in the deferral account.  Thus the amortized balance in the deferral account will attract the same level of return in determining revenue requirement in a cost of service application as other PP&E balances."

I'm told I misquoted the last line.  It reads:
"Thus the unamortized balance..."

And I may have said amortized balance.

"...in the deferral account will attract the same level of return in determining revenue requirement in a cost of service application as other PP&E balances."

So that indicates that the unamortized balance in the account, which, based on my understanding, does not change to reflect the amortization of the amount originally placed in the account, is why you have calculated options 1 and 3 the way you have; is that correct?

In other words, under your proposal the return on capital is $50,580, and it stays at that level for four years, and that calculation of the 50,480 is 6.2 percent of the first year rate base associated with the $836,000 opening balance?

MR. SKIDMORE:  Just for clarification, really the crux of the question is:  Why is approach 1 $50,580 versus approach 3 return 51,876?  Is that the crux of the question?

MR. AIKEN:  No.  I understand the difference -- the small difference in those numbers.  My question is:  Is it based -- your understanding of the Board's policy on this, in your option, you've calculated the return on capital based on the average of the opening and closing rate base associated with the 836,000.  That's the 815,799 shown in the 2012 column.

Then you've used that same return on capital for the first four years, rather than on the declining balance basis that is shown in option 2.

Option 1 and option 3 are similar, in that the return on capital is the same for the four-year period, and my question is:  Is that because of your interpretation of point 5 in the guidelines that I just read to you?

MR. SKIDMORE:  Yes, that is our interpretation.

MR. AIKEN:  Now, am I correct that Halton believes there are two main reasons for the Board to accept its proposal of a 20-year amortization rather option 3, those being minimizing intergenerational inequity and the significant cash flow impacts on the utility?

MR. SMELSKY:  May I please ask a question of your definition of "intergenerational"?  Are you referring to useful lives?

MR. AIKEN:  The same definition you used on page 2 of yesterday's evidence update.  If you look at page 2, the last full paragraph on the page, part way through, it says, "HHH", and I'm going to try and not refer to you as triple H, but:
"HHH is of the view that the regulatory accounting and reporting requirements established by the Board should first and foremost be based on sound principles of rate regulation, including fairness to customers and the utility, minimizing intergenerational inequities in rate setting, and minimizing rate volatility."

That is essentially my first point.  That's the first reason why you're coming with a 20-year amortization proposal?

MR. SMELSKY:  That is correct, and, in addition to that, we're also matching the useful lives relative to the assets, as well.

MR. AIKEN:  Okay.  And then your second reason for the 20-year amortization is the significant cash flow impacts on the utility, and this is on the top of page 3 of yesterday's evidence, the first full paragraph that starts:
"The proposed PP&E deferral account is intended to cover differences arising only as a result of the accounting policy..."

Et cetera, et cetera.  My understanding is that this would have significant cash flow impacts on the utility; is that correct?

MR. SMELSKY:  That is correct.

MR. AIKEN:  Am I correct that under your proposal, ratepayers will be paying more for service in 2012 through 2015 than if option 3 were to be used?

In other words, a $92,415 revenue reduction or reduction in the revenue requirement compared to a reduction of $261,056 under approach number 3 to the revenue requirement?

MR. SKIDMORE:  If you look at option 1 in totality, the customers will benefit from option 1 versus option 3 to your specific question, yes, customers will pay more in 2012 under option 1 than option 3, but I think you need to look at the proposal in totality.

MR. AIKEN:  Do you agree that under your proposal, ratepayers will not break even on a nominal basis - in other words, excluding inflation and net present valuing and all that good stuff - but just on a dollar basis, nominal basis, that ratepayers will not break even on a nominal basis with a reduction in rates until about 2024 or 2025?

In other words, under proposal number 3, ratepayers would see a reduction in rates of 1,044,000 and they do not get their 1,044,000 until about the year 2025 under your proposal?

MR. SKIDMORE:  Based on the illustration of what we have, yes.  Again, based on what we talked about earlier, if rebasing changes, that number could change.

MR. AIKEN:  So based on that, what is the basis of your assertion that the proposal minimizes intergenerational inequities?  Is this your net present value calculation?

MR. SMELSKY:  It involves the fact of the net present value calculation, and it also reduces the impact and the cycles up and down with respect to the rates and smoothing it for the ratepayers.

MR. AIKEN:  Now I'm coming now to the net present value.  Your net present value assumes a customer in 2012 is a customer for the next 20 years; is that not correct?

In other words, if I'm a customer of Halton Hills today, to be as well off under your proposal as under option 3, I have to get that reduction for the next 20 years.  If I move or die, I'm out of luck?

MS. CONBOY:  Mr. Aiken, can you, say, maybe limit your cross-examination to questions as opposed to -- you are starting to sound like you are getting into argument or submission here.

MR. AIKEN:  Okay.  Let me rephrase the question.  If a customer stops being a customer before 2031, which is the last year of your 20-year amortization period, are they not actually worse off under your option 1 compared to option 3?

MR. SKIDMORE:  Your question really comes down to the way that a utility operates.  I think you could say the same thing for any deferral accounts, balances back and forth.  So specifically to your question, yes, but, you know, customers move in and out of the utility.

MR. AIKEN:  That was going to lead me to my next question.  Is it also not true that any customers you add after -- from 2016 on will benefit from your proposal that would not benefit under option 3?

MR. SKIDMORE:  Yes, they would.

MR. AIKEN:  And even on a net present value, ignoring customers moving in and out, your option is actually worse off to ratepayers in option 3, because the net present value of the savings under option 1 are 864,000 versus 900,000 under option 3.  It's a difference of about 5 percent.

MR. SKIDMORE:  We disagree.  In our opinion, the customers are better off in option 1.  The numbers are present value calculations.  And, yes, the present value calculations do represent a difference of 37,000.

MR. AIKEN:  So, again, I have to ask:  How does your proposal minimize intergenerational inequities, in your opinion?

MR. KING:  I do think this is argument.  We are now sort of arguing about rate-making principles.

MS. CONBOY:  Yes, I tend to agree, Mr. King.  Can we move this along, Mr. Aiken?  I hear you have certain views on this and you can put them in submissions, to which Halton Hills can respond.

MR. AIKEN:  In terms of the figures shown on page 4, am I correct you have updated the cost of capital to reflect the cost of capital parameters that were released by the Board on March 2nd?  I don't think it actually says anywhere in your original update or the updated update what cost of capital you use, but I believe it's 6.2 percent.

MR. SKIDMORE:  Yes, we have used the updated cost of capital.

MR. AIKEN:  You've used that cost of capital for the full 20-year period for illustrative purposes?

MR. SKIDMORE:  Yes, we have.

MR. AIKEN:  You have also used 6.2 percent as your discount rate for the net present value purposes; is that correct?

MR. SKIDMORE:  That is correct.

MR. AIKEN:  Why did you pick that as your discount rate to be applied to ratepayers?

MR. SKIDMORE:  We picked 6.2 to be consistent with the return on capital.  I think you could argue that it could be many different numbers.

MR. AIKEN:  And would you agree that if the discount rate was higher, the shortfall in the net present value in your calculation compared to option 3 would be greater?

In other words, if a social discount rate is greater than a utilities' after-tax cost of capital --


MS. SPOEL:  Mr. Aiken, my understanding is that the issue that we have to determine is:  What's an appropriate amortization -- what's an appropriate period for this account to run, whether it's four years or 20 years, or something in between?  What the discount rates will be and what the long-term debt rates will be, and what the period of -- the rebasing periods will be are, to an extent, we believe, speculative at this point.

And our understanding of the table we're talking about is it is for illustrative purposes only.  We're only dealing with rates for the next four years.  So unless -- I mean, I think we're into argument about the basic principle.  We understand your basic principle, which is it should be a shorter term, and they are applying for a longer term.

Unless your questions really go to that in some fundamental way as opposed to sort of nibbling around the edges of it -- the number could be a little bit bigger or a little bit smaller -- maybe you can move on to something that's more material.

MR. AIKEN:  Yes, I will.  I'm basically following up on their evidence as to the intergenerational inequities, which I assumed this was to show that there weren't any.  But that's fine.

Moving on to your second reason for your proposal, and that's the cash flow impacts on the utility.  So, first of all, can you explain to me why you believe option 3 would have a negative impact on your cash flow?

MR. SKIDMORE:  It does have a negative cash flow impact.  Item 3 is almost a 2.6 percent reduction as a result of that 261,000, whereas our proposal is a reduction of 0.9 percent.

MR. AIKEN:  If we look at option 3, the return on capital component, in particular, to begin with, would you agree that the return on capital, the 51,876, would not have been included in your revenue requirement in the absence of MIFRS?

In other words, if MIFRS didn't exist, your rate base wouldn't have gone up, you wouldn't be getting a $52,000 return on an increase in rate base that didn't take place?  I'm trying to quantify the cash flow impact, and we're starting off with the 261,000 that you've noted.

MR. SKIDMORE:  Your question is:  If MIFRS was not in place, would we not earn the 51,876?  My thought would be we would not.

MR. AIKEN:  All right.  So if it's something that you wouldn't have earned to begin with, would you agree that that's not really part of your cash flow problem, because that cash flow wouldn't have been there to begin with?  It's not a negative change?

MR. SKIDMORE:  We believe it to be a cash flow impact.

MR. AIKEN:  I'll leave that to argument.

MS. CONBOY:  Can I jump in once again?  Sorry, Mr. Aiken.  The cash flow impact that was of concern to Halton Hills, to what degree has that been mitigated with the update, because I understand we're talking about there is a change in your claim of cash flow difficulties, is there not, between the March 12th and March 21st update?

MR. SKIDMORE:  The cash flow impact does reduce from the original submission to this submission, but we still believe it's a valid point even with this submission that it's a 2.6 impact on the rates.

MS. CONBOY:  Thank you.

MR. AIKEN:  Madam Chair, feel free to jump in any time.

MS. CONBOY:  Thank you.

MR. AIKEN:  The amortization of the actual amount of 836,000 is 209,000 a year.  So this obviously is a majority of your cash flow issue.  And I think we discussed earlier that that 836,000 is in your opening rate base for 2012 under MIFRS.

So if we went back to appendix B of the settlement agreement to the 2012 continuity schedule, am I correct that the additions to accumulated depreciation, or, in fact, the depreciation expense shown there of 1,768,000 includes some depreciation expense on that $836,000 amount that's in the deferral account, because, as you said, it's in rate base for 2012?

If the $800,000 is in your PP&E accounts on a gross basis, you are taking depreciation on it.  Okay.

So, sorry, I'm told that may not have made it to the record.

MR. SKIDMORE:  Yes.

MR. AIKEN:  So then your evidence talks about matching this with the estimated life of the assets, which you believe is about 20 years, and I think you noted that earlier, or one of you did.  So if that's the case, would it be reasonable to estimate there's about 42,000 of depreciation expense in the 2012 revenue requirement associated with that 836,000, just in rough numbers?  It's 5 percent of the PP&E that's in the deferral account?

MR. SKIDMORE:  The 836 is a reduction to rate base moving from CGAAP to MIFRS, so I'm not following you how we could earn a return on a reduction.

MR. AIKEN:  Sorry, it's an increase to rate base of 836,000.  That's why you have a deferral account with an amount you are giving back to ratepayers.

MR. SKIDMORE:  Would you be able to restate your question?

MR. AIKEN:  Quite frankly, I've forgotten it.  Let me scroll back.

MS. SPOEL:  I think, Mr. Aiken, you were saying:  Aren't you actually getting some depreciation -- about $40,000 of depreciation expense as a result of that number, and what we're sitting here wondering is:  Are these numbers of 40 and $50,000 either way all that material when it comes to a matter of rates at the end of the day?

We understand the general principle of your direction, but we're wondering how well we're spending our time right now.

MR. AIKEN:  And that's fine.

MS. SPOEL:  Perhaps you can deal with it --


MR. AIKEN:  I think the answer is clear they are including depreciation expense.

I'm not sure when you want to take a break.  I have two or three more questions on this topic, and maybe then it will be time to take a break.

MS. CONBOY:  Why don't we continue?

MR. AIKEN:  Do you agree the working capital allowance component of rate base represents the estimated cash flow required by the utility to be paid for in advance of recovery?

And I can tell you I took that wording straight out of the 2006 distribution rate handbook.

MR. SKIDMORE:  Yes.

MR. AIKEN:  Okay.  Now, would I be correct in assuming that Halton is not quarrelling with the working capital allowance as far as it relates to the revenue requirement, but is concerned about the cash flow impacts outside of the revenue requirement, that being the deferral account?

MR. SKIDMORE:  Yes.

MR. AIKEN:  If you can turn to page 9 of the compendium, this is a table from your evidence that shows the total amount to be collected from customers for deferral and variance accounts.  Let me stop there.

Have I got that right?  This balance of $628,000 is to be collected from ratepayers and not refunded to ratepayers?

MR. SKIDMORE:  That is correct.

MR. AIKEN:  Now, is this still the amount to be collected, or is there an updated figure somewhere?

MR. SKIDMORE:  Unchanged.

MR. AIKEN:  Your proposal is to collect this from customers over two years; is that right?

MR. SKIDMORE:  Correct.

MR. AIKEN:  So you would be collecting about $314,000 each year from customers under your proposal?

MR. SKIDMORE:  Correct.

MR. AIKEN:  Now, if you could turn to pages 14 through 16 in the partial settlement agreement?  And this is in the actual text to the agreement.  This has to do with the smart meter and stranded meter costs.  In particular, on pages 15 and 16, there are tables there showing the amount that is going to be -- am I correct, again, these amounts are collected from customers in both cases?

MR. SKIDMORE:  That is correct.

MR. AIKEN:  Okay.  The total for the two of them, the smart meters and the stranded meters, is about 2.4 million, with an agreed-to disposition period of four years?

MR. SKIDMORE:  That is correct.

MR. AIKEN:  Now, is Halton concerned about the cash flow impacts on its ratepayers of collecting 2.4 million over four years, along with $600,000 over two years?

MR. SKIDMORE:  In our proposal, we have taken the interest of our customers and have mitigated those impacts with the deferral over two years and the smart meter recovery over four.

MR. AIKEN:  Yes, and I'm not taking issue with that at all.

That's fine.  Those are my questions on this area.

MS. CONBOY:  Thank you.  It's 11 o'clock.  We will take a 15-minute break and continue with Mr. Aiken.

--- Recess taken at 11:00 a.m.

--- On resuming at 11:24 a.m.

MS. CONBOY:  My apologies for quarter after 11:00 turning into 25 after 11:00, and we can just take that out of Mr. Aiken's cross-examination time.  Mr. Aiken, over to you.

MR. AIKEN:  I'm moving onto the issue of the long-term debt rate for my next area of cross-examination.

So if you could turn to page 10 of the Energy Probe compendium, this I believe is taken out of the partial settlement agreement.  Am I correct that the only debt Halton is using to calculate the long-term debt rate is a note payable to the Town of Halton Hills in the amount just over $16 million for the test year?

The rate shown here is 5.01 percent, and I'm assuming that's now been updated to 4.41 percent based on the Board's cost of capital letter from March the 2nd, is that correct, or it will be reflected in the rate order?

MR. SMELSKY:  The current calculation is at the 5.01 percent interest rate.

MS. CONBOY:  For the record, Mr. Smelsky, could you also answer the first part of Mr. Aiken's question, which I don't think the court reporter was able to hear?

That was with respect to long-term debt, the only instrument being the amount from the Town of Halton Hills?

MR. SMELSKY:  For the record, that is correct.

MS. CONBOY:  Thank you.

MR. AIKEN:  I didn't actually catch the answer to the second part of the question, and that is that the 5.01 percent is now 4.41 percent?  That is the Board's deemed long-term debt rate?

MR. SMELSKY:  My response, I believe I said the current calculation in the rates application as it stands now is at 5.01 percent, which is the deemed when this calculation was prepared.

MR. AIKEN:  That's right.  Would you expand on that and say that it will be 4.41 percent?  That's my understanding of what will happen, whatever the deemed rate is that the Board said on March 2.

MR. SMELSKY:  Whatever the deemed rate is at that time, whenever the decision is made on this file.

MR. AIKEN:  Do you agree the onus is on the applicant to forecast the amount of and cost of long-term debt for the test year?

MR. SKIDMORE:  Yes, we do.

MR. AIKEN:  Can you turn to page 17 of the compendium?  This is a response to Energy Probe technical conference question 6.  In that response you indicate that Halton has a loan of approximately 3.9 million at an interest rate 2.13 percent with a term of one year.

Am I correct that this loan is part of the TD commercial loan shown in the response to School Energy Coalition IR No. 13 that is -- that I've included at pages 11 through 14 of the compendium?

I just want to make sure we're talking about the same loan agreement.

MR. SMELSKY:  In response to your question on your page 11, 13.2, the TD commercial banking loan that's referred to there on the smart meter loan is the same as 3.943 on page 17.

MR. AIKEN:  To be specific, if you look at page 13 of the compendium, which is the first page of the loan agreement with the TD commercial bank, the 3.9 million is part of the third credit facility shown there?

MR. SMELSKY:  That is correct.

MR. AIKEN:  Okay.  And it's being used -- that 3.9 million has been used to finance your smart meter investment; is that correct?

MR. SMELSKY:  That is correct.

MR. AIKEN:  If you turn to page 23 of the compendium, which is a page from the technical conference transcript, it's indicated there, beginning at the top of the page -- it's indicated that the current one-year term for this loan expires in August of 2012 and that you'll be looking at renewing the term with either the existing finance company and/or looking at what the market variability rates are to replace it.

You also indicate a few lines further down that it was unknown as to what term the new loan would be.

So my question is:  Does Halton now have a better forecast than it did at the technical conference of what it intends to do to replace this loan for the $3.9 million used to finance the smart meters in August?

MR. SMELSKY:  No, we do not.

MR. AIKEN:  You agree that the onus is on the utility to provide a forecast of its debt in the test years, so I guess my question is:  How do you expect the Board to determine the appropriate debt rate for this component of your debt if you don't provide them a forecast?

MS. CONBOY:  Did you use the same debt rate that you had for the 3.9 in the application, despite the fact it's expiring in August?  My understanding, that was the rate used.  Okay.

MR. AIKEN:  Correct me if I'm wrong, but I believe your original evidence didn't even talk about the 3.9 million, and it has not been used to calculate your rate for long-term debt?

MR. SMELSKY:  That's correct.

MR. SKIDMORE:  That is correct.

MR. AIKEN:  Do you have any evidence to suggest that the rate for a one-year term beginning in August of 2012, assuming you are replaced like with like, would be any different than the 2.13 percent you're currently paying?

In other words, short-term interest rates haven't changed much in the last year-and-a-half.  Would you agree with that?

MR. SKIDMORE:  It's a hypothetical question.  It will be known at the time that we would renew the loan.

MR. AIKEN:  All right.  My next question -- last question on this $3.9 million loan instrument is:  Why have you not include this debt in the calculation of your overall long-term debt rate for the test year?

MR. SKIDMORE:  At the current time, it's not part of long-term debt.  It's on a one-year renewal.

MR. AIKEN:  But you agree this debt is being used to finance long-term assets; namely, smart meters?

MR. SKIDMORE:  That is correct.

MR. AIKEN:  If you can turn to page 15 of the compendium, this is a response to Energy Probe Interrogatory No. 62.  In the response to part (a), you indicate you expect to borrow about $5 million for the 2012 capital budget.

First, am I correct this $5 million is over and above the $3.9 million smart meter loan?

MR. SKIDMORE:  That is correct.

MR. AIKEN:  Then my second question is:  Based on the capital expenditures that have been agreed to in the partial settlement agreement, does Halton have an updated forecast of the amount of financing it will require in 2012, or is the $5 million forecast still appropriate?

MR. SKIDMORE:  That is our best estimate at this time.

MR. AIKEN:  Why has Halton not included this new forecasted debt in the calculation of the overall long-term debt rate?

MR. SMELSKY:  We agree that the 5 million is not included.

MR. AIKEN:  That wasn't my question.  My question is:  Why is it not included?  Why have you not included it to calculate an overall rate for your long-term debt rate?

MR. SMELSKY:  Our long-term debt rate we forecasted based on our existing debt.

MR. AIKEN:  Yes, I know that's what you've done.  My question is:  Why haven't you included -- if you could turn to page 32 of the compendium, this is from the EB-2009-0084 report to the Board, and I apologize.  I didn't realize that I had missed the first few words, but I believe it was something like:  The Board wishes to reiterate that the onus is on the distributor in making an application for rates to document the actual amount and cost of embedded long-term debt and, in a forward test year, forecast the amount and cost of new long-term debt to be obtained during the test year to support the reasonableness of the respective debt rates and terms.

MS. CONBOY:  Is this a question or is this argument?

MR. AIKEN:  This is a question, because I'm wondering -- if it was just an oversight on their part, that's fine.  I can move on.  But when I'm going to get into the rates, which are substantially lower than the Board-approved number, it leads me to wonder why they haven't done what the Board has told them they should do.

MS. SPOEL:  If you can make it into a question as opposed to -- I'm not sure what -- you asked the question:  Why haven't they done it?  I don't think they've answered that question.

MR. AIKEN:  Exactly.  I'm still waiting for that response.

MR. SKIDMORE:  It was an oversight on Halton Hills Hydro's part.

MR. AIKEN:  In terms of the timing of when you would actually draw down on this new loan, if you could turn to page 23 of the compendium, again, this is the technical conference transcript.  Specifically at lines 19 to 27, you indicate that you would be drawing down on this in tranches as required.

In other words, when up spend the money, that's when you would draw down on the loan.  Do you have any update to that now, or is that still your plan?

MR. SMELSKY:  That's still our plan currently.

MR. AIKEN:  I want to turn to the rate and to the term for this new loan.  If you go back to Energy Probe Interrogatory No. 62, which is on page 15 of the compendium, the response to part (a) provided a range of interest rates and terms ranging from 3.20 percent for a five-year term to 4.08 percent.

What was the term associated with the 4.08 percent?

MR. SKIDMORE:  We don't have the information here.  All we could say, it's greater than a 15-year amortization.

MR. AIKEN:  Well, I'm not so concerned about the amortization.  I'm looking at the term.  Your evidence says here, for example, the 15-year amortization five-year term loan is a rate of 3.2 percent.  I mean, the 4.08 is a very specific number.  I assume it had a very specific term associated with it.

MR. SMELSKY:  I'll have to undertake to provide you that information.

MS. HELT:  Mr. Aiken, just to clarify the undertaking, it is to provide the term loan associated with the expected interest rate noted in interrogatory 62(a), the response to that interrogatory of 4.08 percent?

MR. AIKEN:  Yes, with a small change in your wording at the beginning, Ms. Helt, where you said the "term loan".  I would say the term of the loan.

MS. HELT:  Sorry, yes, thank you.

MS. HELT:  That will be under J1.2.
UNDERTAKING NO. J1.2:  TO PROVIDE TERM OF LOAN ASSOCIATED WITH THE EXPECTED INTEREST RATE NOTED IN INTERROGATORY 62(A).

MR. AIKEN:  These rates that you've quoted here, are they from your financial institution or from Infrastructure Ontario?

MR. SMELSKY:  It will be part of the undertaking to respond to that question.

MS. SPOEL:  This looks like there are three parts to the question, (a), (b) and (c), and three answers, (a), (b) and (c).  The answer to question (a) is to provide the forecast amounts expected from the TD commercial bank, and the answer to (a) is $5 million.  And question (c) is:  What are the current rates of Infrastructure Ontario?  The answer to (c) says you can find them on the website.

So it looks like --


MR. AIKEN:  I agree.

MS. SPOEL:  If you are asking them to confirm it's the TD numbers, that's fine, but I don't want to make it look like it's a trick question.  It appears (a) is answering (a).

MR. AIKEN:  I just find sometimes the answers don't always correspond with the questions asked.

MS. SPOEL:  Maybe you could ask the question that way, if that is what you are seeking to clarify.

MR. AIKEN:  If you could take, subject to check -- so that doesn't even need to be an undertaking.  Subject to check, the 3.2 and 4.08 are from the TD commercial bank loan.

In terms of those quotes, do you know the approximate timing of when you received those quotes from your financial institution?

MR. SKIDMORE:  In or around the end of 2011, beginning 2012.

MS. SPOEL:  Mr. Aiken, I'm concerned that this information is in the answers to supplemental interrogatories, so you've had two rounds of interrogatories.  This was back in January.  Then we had a technical conference, and then there's been a settlement conference.

And I'm wondering, with basic information like this, why it is we have to wait until today to clarify these kinds of answers, when you've had ample opportunity through this process to elicit this sort of basic factual information that could have been put on the record in a much less time-consuming and expensive way than sitting here in an oral hearing.

MR. AIKEN:  I agree, and I can apologize for all the intervenors, but we had thought that this cost of debt would be something that could be easily settled.  It hasn't been.

MS. SPOEL:  Then why didn't you ask the questions in the settlement conference when you were discussing it?  I'm making a general comment.

MR. AIKEN:  I can't tell you what we asked and didn't ask in the settlement conference.

MS. SPOEL:  I know.  I'm making a comment.  I'm making a comment that there have been many opportunities through this whole process to clarify little bits of information.  It's disturbing to the Board that we are sitting in a vastly expensive process to elicit -- when we sit here and take time to elicit very basic information, which the witnesses do not have at hand, therefore, will not be able to provide to you on the spot and where it's taking up everybody's time and money.

It's a comment.  So maybe as you move along, you can look at your questions and see if there are others that perhaps over -- you might drop and maybe get some information over the lunch break, if necessary.  Anything that can be done off this formal record is a good thing.

MR. AIKEN:  I guess I'm a little confused by that direction, Ms. Spoel, because I would think the Board would want something on the record.

MS. SPOEL:  It can be placed on the record once we have it.  It's easy to place a letter on the record.  It's easy to place a document on the record.  This is not an efficient way to elicit what is fairly basic information, but it's a very inconvenient way of doing it, and that's all I'm trying to say.

If you have other points that are similar, maybe you can sort of consolidate them and we can take a break while you see if there is a faster way of doing it than having us all sit here.

MR. AIKEN:  Witness panel, if you move on to SEC No. 27, which is on page 16 of the compendium, this response indicates that you have approached Infrastructure Ontario for financing, but you state your financial institution provided a lower rate and more flexible terms than Infrastructure Ontario did.

So can you describe for the Panel what these more flexible terms are that you can receive from TD commercial bank versus Infrastructure Ontario, and why they are of benefit of Halton Hills?

MR. SKIDMORE:  In our opinion, it was a prudent approach to use TD Bank:  Number one, lower rate; number two, an established relationship; and, number three, a fairly arduous application process with Infrastructure Ontario.

MR. AIKEN:  And do you agree that you can still obtain a lower rate from TD commercial bank than you can from Infrastructure Ontario?  Nothing has changed in that relationship between the rates?

MR. SKIDMORE:  Nothing has changed on the relationship.

MR. AIKEN:  Thank you.  I'm now turning to your existing long-term agreement, loan agreement, with your affiliate Town of Halton Hills, and I have included this -- references at pages 18 through 20 of the compendium with the agreement itself on page 20.

Am I correct this loan agreement is for a five-year fixed term, given it was entered into in December 2010 and payment is due December 2015?

MR. SKIDMORE:  It's a five-year note with interest paid annually.

MR. AIKEN:  Yes, okay.  Your evidence indicates that you would be using the affiliate long-term debt rate, whatever that rate is set by the Board, to apply to this loan agreement; is that correct?

MR. SKIDMORE:  That is correct.

MR. AIKEN:  So a very quick question on this.  Why does Halton believe that a deemed rate based on a 30-year term should be applied to a five-year term loan?

MR. SKIDMORE:  I'm not sure where your 30-year rate information comes from.  We have recent information that says long-term rates are going up.  Over the last seven weeks, they have gone up 40 basis points.

So I'm not sure where you say that five-year and a 30-year rate is -- I'm not sure where you are going with that.  I don't understand that question.

MR. AIKEN:  That's okay.  I'll move on.

Based on the third paragraph of the agreement, which is on page 20, the interest rate is variable or appears to be variable to me, anyways, as it's set from time to time by the treasurer of the Town of Halton Hills; is that correct?

MR. SKIDMORE:  That is correct.

MR. AIKEN:  Now, is this loan agreement callable by the Town of Halton Hills?  I didn't see any in the agreement that stated that it was.


MR. SKIDMORE:  No, I don't believe it is.

MR. AIKEN:  The fourth paragraph of the agreement states or indicates that the note can be paid in full or in part without notice, bonus or penalty.  So my question is:  Has Halton Hills Hydro investigated the possibility of refinancing all or a portion of this affiliate debt?

MR. SKIDMORE:  Yes, we have.

MR. AIKEN:  What are the results of that analysis?

MR. SKIDMORE:  Based on information from our financial institution, rates would be in and around the 5.16 mark by the time we would do this in approximately four to six months out.

MR. AIKEN:  Thank you.  I'm moving onto the next topic, the green energy initiative.  Am I correct that this program or this initiative is basically one program, and it is the installation of 1,400 solar panels on individual poles for a total cost of 1.4 million, or approximately $1,000 per installation?

MR. SKIDMORE:  Our green energy initiative is really a multipurpose initiative with distribution -- direct distribution benefits, with the additional opportunity of solar panel electricity.

MR. AIKEN:  But I guess my question is:  Are we only talking about the 1.4 million associated with the 1,400 solar panels as part of this initiative?

MR. SKIDMORE:  That is correct.

MR. AIKEN:  Can you turn to page 21 of the compendium, please?  This is from the technical conference transcript.  Lines 14 through 17 provide a response to a question from me about the depreciation rate, and you say that it's -- that this is a system for a green energy initiative for distribution purposes, as well as with another renewable energy option.

Can you explain what you mean by or were referring to when you said "another renewable energy option"?


MR. SKIDMORE:  Sure.  The other renewable energy option was the electricity produced by those solar panels.

MR. AIKEN:  Is that not really for distribution purposes?  It's to help reduce your line losses, as I understood it.

MR. SKIDMORE:  I guess you look at this initiative in a couple of different ways.  You look at it for the distribution benefits of this deployment with loss reduction, as you mentioned, but the ability to sense and mitigate issues on our distribution, particularly around power quality and voltage correction.

The generation of that solar energy will reduce line loss.

MR. AIKEN:  If you go to page 14 of the compendium, this is Energy Probe interrogatory 19 at the bottom, and the answers flow through to pages 25 and 26.  I want to go through the various parts of this for clarification responses.

Part (a) asked for the number of panels -- or, sorry, how the number of panels would be determined, and the response lists the criteria used.

For clarification, is the figure of 1,400 the total number of poles that meet the criteria across all of your distribution system, or is 1,400 the first ones you are going to do, but there is potential to do more beyond the test year?

MR. SKIDMORE:  There is potential to do more.

MR. AIKEN:  Do you have an estimate of what the total potential is?  Is the 1,400 half the potential or a tenth of the potential?

MR. SKIDMORE:  We have approximately 10,000 poles in our distribution system, and this represents about 15 percent.  Not all poles are conducive to installation on -- from a solar perspective, but for the distribution benefits, it's hard for me to be precise, but I would think that there's a potential perhaps for another 1,400.

MR. AIKEN:  Okay.  Part (b) of the question asked for what information you had from other jurisdictions that were doing what you propose to do, and then the answer you provided lists a number of areas where this is being done, but it did not provide any information about the cost results or benefits of the programs in those jurisdictions.

Does Halton have any studies based on the programs in the jurisdictions listed?

MR. SKIDMORE:  We can undertake to provide that.

MR. AIKEN:  So I take it that means you do?

MR. SKIDMORE:  We do have information.

MR. AIKEN:  And you would be willing to file those studies?

MR. SKIDMORE:  Yes.

MR. AIKEN:  If the Board believes that is of use.

MS. SPOEL:  And I wonder -- yes, I think so.  Well, depending.  What I wonder is maybe whether it's possible to give us a description now of -- without necessarily precise numbers, but a description of the results of those studies, because I don't think we want to receive a package of hundreds of pages.

I don't know what format it's in, how useful it's going to be.

MR. SKIDMORE:  I guess, you know, to try and put together a quick summary is that in the jurisdictions listed, they have been very pleased with the results of the initiative.  Again, from the New Jersey case, which is the greatest deployment, they are seeing the positive benefits of this system on their distribution system for the things that I mentioned, on power quality, voltage correction and line losses, and also seen the positive side from a solar energy generation, with very minute failures.  So it's in a fraction of a percent.

MS. CONBOY:  I'm happy to allow it.  I think it's a little disappointing it wasn't brought up earlier, because parties won't have an opportunity to ask questions on that, particularly if there's a positive outcome for it.

But if it's going to help for parties' submissions, and there are no objections, go ahead.  Mr. Buonaguro?

MR. BUONAGURO:  Just while we're on the topic, the only thing I would add is I don't know how many studies you are providing, but highlight any studies which have identically implemented the same technology versus using the same technology in a different way, so we know which ones are actually comparable, to make it quicker.

MS. CONBOY:  Ms. Helt, do you have any comments on these types of studies being brought in as an undertaking at this point in the proceeding?

MS. HELT:  I think as you've noted, Madam Chair, it is something that perhaps could have been brought forward at an earlier time, in that it now leaves us with a situation where the questions can't be asked with respect to the studies.

However, if the applicant is willing to provide it - and I do think it will be of assistance to the Board with respect to this green energy initiative - I think it will be useful.

MS. CONBOY:  Okay.  Thank you.  So we'll allow that undertaking and give you the opportunity, as Mr. Buonaguro has asked for, to point specifically to areas that you find have direct similarities.

MS. HELT:  So I take it, then, the undertaking is sufficiently clear with respect to Halton Hills providing the studies that it has with respect to the technology that is being used in other North American and international jurisdictions and will highlight those studies that mirror, essentially, what is being proposed here in Ontario.  That will be undertaking J1.3.
UNDERTAKING NO. J1.3:  TO PROVIDE STUDIES IN HALTON HILL'S POSSESSION WITH RESPECT TO TECHNOLOGY BEING USED IN OTHER NORTH AMERICAN AND INTERNATIONAL JURISDICTIONS, HIGHLIGHTING THOSE STUDIES THAT MIRROR WHAT IS BEING PROPOSED IN ONTARIO.

MS. CONBOY:  Before we get off that undertaking, did those studies in any way impact your decision-making process in proposing this green energy initiative?  I mean, you could go on the website and get any type of -- any number of studies right now, but which ones did you look at that influenced your decision-making process?

And, Mr. Aiken, does that unfairly limit the answer or the question that you are seeking?

MR. AIKEN:  No, not in any way.

MS. CONBOY:  Okay.

MR. SKIDMORE:  When we say "studies", there will be one or two that will be provided.  The one -- I guess the biggest one would be the PSE&G experience with the panels seem to, from our perspective, influence our decision that this was the right way to go.

MS. CONBOY:  So don't go do a literature search on a number of studies of this.  Just use the ones that impacted your decision, please.  Thank you.

MR. AIKEN:  I'm sorry, I may have missed it.  Did we give that a number?

MS. CONBOY:  Yes, we did.

MS. HELT:  J1.3.

MR. AIKEN:  Moving on, part (c) of the question asked about who would own the solar panels, and the response indicated that it was anticipated that Halton Hills Hydro would own them.

Can you tell me what you mean by "anticipated", or is the decision final now that if they go ahead, the regulated utility will own them?

MR. SKIDMORE:  That is correct.

MR. AIKEN:  The response to part (d) didn't answer the question, which was related to the cost of the energy produced by these panels, but the answer provided seems to indicate that there would be not any costs associated with the power produced.  Is that correct, that it would be free power into the system?

MR. SKIDMORE:  That is correct.

MR. AIKEN:  The response also indicates that any line loss reduction in transmission savings would be directly passed onto customers through the deferral or variance account.

I take it this means Halton has not proposed any reductions in the line loss or transmission pass-through costs in the test year?

MR. SKIDMORE:  That is correct.

MR. AIKEN:  Can you explain why the benefit to customers is being deferred?

MR. SKIDMORE:  From our perspective, that was the only prudent way to go forward with this project.  These panels have to be -- or systems have to be bought, have to be installed.  The benefits start accruing into those accounts, and as through -- as we normally do through IRMs and deferral account dispositions, the customers would get the benefit of that in a fairly short order.

MR. AIKEN:  But you are including the cost in the 2012 test year?

MR. SKIDMORE:  Yes, we are.

MR. AIKEN:  If you skip to part (h) of the question, this is the cost benefit analysis, to determine the net impact on ratepayers of this green energy initiative.  The response you provided:  A revenue requirement impact and deferral account offsets resulting in a net cost to ratepayers of about $56,000.

Then in the response to Energy Probe IR No. 55, you expanded on those figures, and these are on pages 27 and 28 of the compendium.  The actual calculation is on the latter.

I want to focus on the deferral account offsets shown in table EP 2-5, which is at the bottom of page 28.

Am I correct that these savings of $35,000 are the result of less power being purchased and the reduction in the transmission-related charges?

MR. SKIDMORE:  That is correct.

MR. AIKEN:  There are no other potential savings to ratepayers?

MR. SKIDMORE:  Yes, there are some, at least one other benefit to ratepayers.  It's somewhat hard to quantify, but we believe that there's a peak demand savings that could occur if those panels -- you know, on a July day in the middle of the afternoon when we have that peak, that those panels certainly could reduce that peak.

So there are some possibilities of some other peak savings.  It was just hard to try and put those numbers down and quantify what those numbers are.

MR. AIKEN:  Aren't those numbers in EP 2-5?

MR. SKIDMORE:  They are from a kilowatt-hour perspective, but not from a demand perspective, which were billed by Hydro One.

MR. AIKEN:  Well, what is the 399 shown under the "kilowatt/kilowatt for charges - NW" for.

MR. SKIDMORE:  The 398,580 is kilowatt hours.

MR. AIKEN:  Yes.  What's the 399 for?

MR. SKIDMORE:  It's an estimate of what the kilowatt would be.

MR. AIKEN:  Okay.  In terms of the revenue requirement, if you turn to pages 29 and 30 of the compendium, this is an updated calculation.  It's a response to Energy Probe technical conference question number 2 that provides up the updated revenue requirement of $82,111.  And that's the final line in the first block of table EP TC-1.

My understanding is this corrected for some PILs calculation errors in the original response.

MR. SKIDMORE:  That is correct.

MR. AIKEN:  Now, on page -- you don't have to look this up, but on page 12 of the partial settlement agreement under issue 4.1, which is OM&A costs, it's indicated there that there's an increase of $11,760 for the green energy initiative.  Am I correct this OM&A cost is not shown in table EP TC-1?

MR. SKIDMORE:  That is correct.

MR. AIKEN:  Would you undertake to provide an updated version of this table that reflects the following:  The inclusion of the OM&A costs, an update to the cost of capital based on the Board's March 2nd letter, and the associated impact that has on PILs?

MR. SKIDMORE:  Yes, we well.

MR. AIKEN:  Thank you.

MS. HELT:  That will be undertaking J1.4.

UNDERTAKING NO. J1.4:  TO PROVIDE UPDATED TABLE EP TC-1 TO REFLECT INCLUSION OF OM&A COSTS, UPDATE TO COST OF CAPITAL BASED ON THE BOARD'S MARCH 2ND LETTER, AND ASSOCIATED IMPACT ON PILs; and with cost of capital and om&a include, that used the $350,000 deduction for the cca to show the net revenue requirement

MR. AIKEN:  Now, the other issue I want to move onto with respect to the green energy initiative is the calculation of the cost of capital allowance.

In your original evidence in Exhibit 4, tab 3, schedule 2, you showed a CCA calculation with the solar panels being included in CCA class 43.2, with a rate of 5 percent being applied to it.  Then at the top of page 30 in the compendium, in particular part (b), you've changed that to class 49 with a CCA rate of 8 percent.

My question to you is this:  Are you aware that the CCA class 43.2, which was designed to provide enhanced CCA for various renewable asset properties, has a rate of 50 percent?

MR. SKIDMORE:  Yes, we are aware of that.

MR. AIKEN:  At the technical conference, I asked a series of questions, and I have included the transcript at pages 21 and 22 of the compendium.  Starting at line 21 on page 21, there's a discussion of the change in the CCA rate from 5 percent to 8 percent that we just discussed.

Then at the top of page 22, I asked why you are not using the CCA class 43.2 with a 50 percent rate.  Your explanation at lines 6 to 11 indicate that you believe this investment aligns with the distribution system requirements and that class 43.2 is a fast write-off that is more of an experimental natural, and, in your opinion, this project is not experimental.

Can I ask you what you mean by "experimental"?

MR. SKIDMORE:  From our perspective, "experimental" meant that it hadn't been tested anywhere.  There was no deployment of this.  It really was something that hasn't been done.  We feel, again, that this is a multi-purpose initiative just with direct distribution benefits, and is more classified with distribution equipment.

MR. AIKEN:  If we go back to the CCA calculation you showed at the top of page 30 in the compendium, where the CCA deduction is calculated at $56,000, would you agree that if the CCA rate of 50 percent were applied, that CCA deduction would be $350,000?

MR. SKIDMORE:  Yes.

MR. AIKEN:  And if you included the $350,000 deduction in place of the $56,000 in the lower portion of table EP TC-1, which is the income tax calculation, you would actually have negative income taxes?

MR. SKIDMORE:  That is correct.

MR. AIKEN:  This maybe could be added onto the previous undertaking.  Could you provide a version of this table, the corrected table with the updated cost of capital and the OM&A included, that used the $350,000 deduction for the CCA, to show what the net revenue requirement is?

MR. SKIDMORE:  Yes, we can.

MR. AIKEN:  Thank you.

MS. CONBOY:  So we will get two tables out of that one undertaking.  The first is with the inclusion of the OM&A.

MR. AIKEN:  Or one table with two columns.

MS. CONBOY:  Okay.

MR. AIKEN:  I just want to confuse you.

MS. CONBOY:  It's going to take more than that.

MS. SPOEL:  Could I just ask -- maybe you were coming to this, but so I can clarify in my own mind, if you change the CCA rate to 50 percent, you are going to have the whole thing amortized in a couple of years.  Isn't that going to have some kind of impact, say, even in years 3 and 4 in terms of PILs and rather than going -- they're going to become higher, so you won't have anything left as amortization expense directionally?

MR. AIKEN:  Directionally, I believe you are correct.

MS. SPOEL:  I'm asking the witnesses, actually.  So, directionally, if you wrote it off -- I'm just talking directionally, because I don't do these numbers very well in my head.

If you use a -- the effect of using a higher amortization rate is you would end up with a lower  -- less your -- you would end up with a benefit in the first couple years, but then after year 3 or 4, you are going to not have anything left to amortize.  Is that --


MR. SKIDMORE:  That is correct.

MS. SPOEL:  Instead of having 8 percent, it will be zero?

MR. SKIDMORE:  Correct.

MR. AIKEN:  I was going to get to that.   I see that here.  Basically the revised number that you'll show is going to be around $90,000 when you include the OM&A and the reduction for the cost of capital.  That is a $90,000 increase for the revenue requirement.

And I did some back-of-the envelope calculations, and I believe the revenue requirement will actually decrease by about 10,000 if you use the higher CCA in the test year.  I think that is what Ms. Spoel was --


MS. SPOEL:  No.  I was wondering what happens in year 3 and 4 when you've got nothing left.  Are you going to have a jump in rates when there is nothing left, because you've taken the amortization -- you've amortized it more quickly over a short period of time?  What's going to happen to the rates in years 3 and 4?

MR. AIKEN:  You are about two pages down on my cross here.

MS. SPOEL:  I'll let you get to it.  That's one of the questions that was of concern to me.

MR. AIKEN:  Just before I get there, am I correct that regardless of the tax treatment, there's a positive impact for the shareholder of this project, and that being a return of about $25,000 on the 40 percent equity in the 1.4 million?

MR. SKIDMORE:  Perhaps you could clarify your benefit to the shareholder.

MR. AIKEN:  $1.4 million translates into about $700,000 in rate base in the test year, 40 percent common equity -- deemed common equity.  It's 280,000 in rate base, common equity, times 9 percent return on equity will give you something in the neighbourhood of a $25,000 return on the shareholder's investment after tax.  Is that -- that's in the neighbourhood; right?

MR. SKIDMORE:  Approximately.

MR. AIKEN:  Okay.  That's all I wanted to know.

The tax advantage of the high cost of capital allowance, as Ms. Spoel indicated, basically disappears after three or four years.  So I'm wondering if you can do a net present value calculation of the revenue requirement over the life of the assets, which I believe is 21 years when you take into account the depreciation in the half year, beginning and end, and the net present value of the savings to ratepayers over the same period, very similar to what you did on your PP&E account, and use the discount rates.

MR. SKIDMORE:  I was going to say we should probably agree on the discount rate so we don't --


MR. AIKEN:  Do it the same way you did the PP&E deferral account.

MR. SKIDMORE:  6.2.

MR. AIKEN:  Yes.

MR. SKIDMORE:  So, yes, we can do that.

MR. AIKEN:  And you will make some reasonable assumptions on the increases in the OM&A on an annual basis and the increase in the savings because of the distribution in the revenue savings?

MS. HELT:  I take it that's sufficiently clear?  Yes?

MR. SMELSKY:  Yes.

MS. HELT:  Thank you.  Undertaking J1.5.
UNDERTAKING NO. J1.5:  To provide the NET PRESENT VALUE ASSESSMENT OF GREEN ENERGY INITIATIVE

MR. AIKEN:  Madam Chair, I'm not sure when you want to take a break for lunch, but I am finished with the green energy initiative and I was going to move onto my last topic, which is OM&A.

MS. CONBOY:  Have you got an estimate of the time of your cross for OM&A?

MR. AIKEN:  Probably an hour.

MS. CONBOY:  How is the witness panel feeling?  Would you like to take a break now, or would you like to forge ahead and go through OM&A?

MR. SKIDMORE:  Let's move on.

MS. CONBOY:  If I see you fading around 1 o'clock or if there is a natural pause -- one more, sorry.  Ms. Spoel is reminding me to check in with the court reporter.  Let's move ahead, then.

MS. HELT:  Perhaps, Madam Chair, I can just ask, as well, if the sun is shining in too much, would the witness panel prefer if we put the blinds down, or is it all right?

MR. SKIDMORE:  It's fine with us.

MS. HELT:  Thank you.

MS. CONBOY:  Now that we're all happy, go ahead.

MR. AIKEN:  Okay, OM&A.  Can you turn to page 34, please, of the compendium?  This is a summary of the OM&A forecast that I've attempted to put together based on the original and updated evidence and the partial settlement agreement.

All of the lines shown are in CGAAP, with the exception of last two, which converts the CGAAP figure of the test year to MIFRS.  So, first of all, can you confirm these numbers are correct and do not include any costs related to charitable donations, which would not be included in the revenue requirement?

MR. SMELSKY:  That is correct.

MR. AIKEN:  Thank you.  In the response to undertaking JT1.10, which is on page 35 of the compendium, you were asked to provide the full year of 2012 OM&A under CGAAP.  What you provided was labelled "Preliminary Year End OMA in CGAAP Format".  The total provided, excluding property taxes and charitable donations, is 4,550,000, if you do the calculations there.

My question is:  Do you have an update to the preliminary 2011 figures under CGAAP?

MR. SKIDMORE:  No, not at this time.

MR. AIKEN:  And just looking at the property tax figures for a moment back on page 34 of the compendium, your actual property taxes increased by an average of about $1,600 between 2008 and 2011, and I take it the 2011 number is an actual number for property taxes; is that correct?

MR. SKIDMORE:  You are referring to the 96,839 number?

MR. AIKEN:  Yes.  I believe I was.

MR. SKIDMORE:  I believe that is an actual number.

MR. AIKEN:  Your original forecast for 2011 I saw in one of the undertaking responses was something around 102,000.  So what is the increase between 2011 and 2012 of almost $10,000 related to, given the relatively smaller increases in previous years?

MR. SKIDMORE:  It's an estimate of 2012 with a -- you know, at the time we put this application together of 3 or 4 percent property tax increases.

MR. AIKEN:  Is there any increase in property taxes related to the 1,400 solar panels?

MR. SKIDMORE:  No, there is not.

MR. AIKEN:  So I'm still on page 34 of the compendium now, and now I want to focus on the column that excludes property taxes from the CGAAP OM&A.  Your 2009 actual, the 4.426 million, represents a reduction of more than $650,000, over 13 percent, from your actual expenditures in 2008.

So my first question is the obvious one, and that is:  What resulted in this significant reduction between these two years?

MR. SKIDMORE:  I believe the answer to your question is found on page 37, table EP 2-12.

MR. AIKEN:  If I can refer you back to your original evidence, and I apologize this is not in the compendium, but it's Exhibit 4, tab 2, schedule 3 where the original table 4-10 was shown.  Below that table, under the heading "2009 Actual Versus 2008 Actual", the first sentence reads:
"The reduction in OM&A expense in 2009 compared to 2008 actual expenses is a result of the increase in capital work in 2009 relative to 2008."

Now, in the table you just referred to me, which is a revised table 4-10, when I look at the components that result in that $650,000 reduction, the last line item that says "Other OM&A Costs", Note 4, talks about variances related to changes in allocation methodologies and cost drivers in 2009 and 2010.

Is that the increase in the capital work you are referring to?

MR. SKIDMORE:  Yes, that is correct.

MR. AIKEN:  Was that a change in capitalization policy or just a change in the amount of capital work that was being done?

MR. SKIDMORE:  Just a change in the capital work being done.

MR. AIKEN:  If you go to page 36 of the compendium, this is the employee compensation and benefits evidence, table 4-16.  What you're saying is that more of the labour costs were capitalized in 2009 than 2008, is that correct, and that's reflected in that last line?

MR. SKIDMORE:  That is correct.

MR. AIKEN:  The 832 to the 1,023,000.  Okay.

Now, where my confusion arises is that that increase in the amount charged to capital results in a decrease to OM&A of about $200,000, and yet the labour cost charged to OM&A between 2008 and 2009 dropped by about $500,000 in total.

If you add up the last two lines on table 4-16, you get about 4.2 million for 2008 and about 3.9 for 2009, which means that the amount charged to OM&A, which you can see directly, goes from 3.3 million to 2.8.

My question is:  What was the driver behind the other $300,000 reduction in the OM&A costs that appear to be employee driven?

MR. SKIDMORE:  Again, referring to table EP 2-12, item 1 speaks to that.

MR. AIKEN:  You are talking about the minus 368,000?

MR. SKIDMORE:  Yes.

MR. AIKEN:  Plus the 69,000 increase in benefits.  I realize that is a $300,000, but wondering what was driving that?

MR. SKIDMORE:  Organizational changes.

MR. AIKEN:  Okay.  While we're on table EP 2-12, we have the 300,000 net decrease in cost in 2009.  There's also a reduction shown of $130,000 for contract services.  What were these contract services related to?

MR. SKIDMORE:  The decrease in contract services was really around engineering services that we purchased.  We actually hired an engineer in 2009, as we stated.

MR. AIKEN:  So it's work that is now being done in house?

MR. SKIDMORE:  Correct.

MR. AIKEN:  Thank you.  Then we touched on this before, but the very last adjustment, the other OM&A cost, the allocation methodologies, this number, when you look at 2009, '10, '11 and '12, the first three years it's a reduction.  So it's a cumulative reduction of a significant amount, about $300,000 -- $400,000 I guess by the end of 2011.

Then I see it reverses in 2012 and now it's actually a cost increase.  Does that mean that you're doing less capital work in 2012 than you did in the previous years?

MR. SKIDMORE:  No, we're actually doing more capital work, but using contractors to assist us in that capital work.

MR. AIKEN:  If you could go back to table 4-16 on page 36 of the compendium, this is the employee cost table.  Would you have the information that reflects actual date for 2011, in terms of the employee costs and number of FTEs?

MR. SKIDMORE:  We're still in the process of our year-end audit.  In a few weeks, we would have final numbers.

MR. AIKEN:  At the present time, you don't have any numbers you could update this with?  And that's fine if you can't.

MR. SKIDMORE:  If we were going to update it, it would only make sense to update it with audited numbers.

MR. AIKEN:  Okay.  Are the number of employees shown based on annual FTEs or are they year-end numbers?  This is always confusing in every case I've ever done.

MS. CONBOY:  If it's very confusing, Mr. Aiken, perhaps you could explain.  Is it confusing because people have different interpretations or -- I see Mr. Skidmore trying to answer the question, and I want to make sure, if there is anything more you can give him to make sure he gives you the right answer, or the one you are looking for, rather.

MR. SKIDMORE:  These numbers are based on our budget and based on hiring the people throughout the year.  That would be our total FTE head count at the end of the year with hiring throughout the year.

MS. SPOEL:  I always find this confusing, as well, because some applicants use different -- present both, and then it's even more confusing.  So when you see a number of nine management and 35 unionized, 2010 actual, that would be your actual employee count of full-time employees, or a couple of part-time employees adding up to a full-time, or whatever.  That would be the number in place at the end of the year.

There might have been changes up and down throughout the year?

MR. SKIDMORE:  That is correct.

MR. AIKEN:  Just one follow-up on that.  So if you have a vacant position at the end of the year, does it show up?  For example, in 2011, you were forecasting 47, but if you had actual 46 employees and one vacant position, would this still show up as 47 or are these really people, not positions?

MR. SKIDMORE:  It's actual head count at the end of the year.

MR. AIKEN:  Now, there's a couple lines I want to look at through this table.  The first one is under the section labelled "Compensation Total Salary and Wages".  And if you start with the 2008 actual average, so it's the fourth column numbers in under -- sorry, in the management line.  I see the average management salary has been declining from 118 down to a forecast for 2012 of just under $94,000.

Is that because of the addition of more junior positions within the management category?

MR. SKIDMORE:  The decline is -- there's a couple reasons for that.  We have flattened the organization.  Where we had VPs in the past, we don't have those anymore.  We have replaced supervisors with a more professional person.

So the existing management team has more employees to look after.  Those are really the drivers for why that is going down.

MR. AIKEN:  So this refers back to the organizational change you referred to earlier?

MR. SKIDMORE:  Correct.

MR. AIKEN:  Then the next line, which deals with a unionized average numbers, those numbers go from 62,000 in 2008 to an average of 66,000 in 2011, and then there's a big jump of almost 6,000 in average in the test year.

Does this reflect movement of apprentices through your system as they graduate the program?

MR. SKIDMORE:  It does reflect that.  We do have two apprentices in our program, and also in our engineering some engineering techs that would move through the process.  As well, we have a collective agreement that calls for a 3 percent, roughly, annual wage increase.  So that really talks about the difference from 62,563 to 66,675.

MR. AIKEN:  Now, the increase in 2012 to 72,328, I notice on the lines above it that the number of head count at the end of the year goes from 37 to 40.  So you are adding three unionized positions.

Are those junior positions or senior positions that you are adding?

MR. SKIDMORE:  We're adding...

So two out of the three positions would be more senior people coming into the organization, and then an apprentice metering tech as sort of a junior position.

MR. AIKEN:  For the two senior positions, what are they?

MR. SKIDMORE:  A senior engineering tech and an AMI coordinator, advance metering infrastructure.

MR. AIKEN:  This is part of your smart meter increase in costs?

MR. SKIDMORE:  Correct.

MS. CONBOY:  Let's take into consideration materiality of some of these questions, please.

MR. AIKEN:  If you go back to page 34 of the compendium, your 2010 and 2011 costs on a CGAAP basis are pretty consistent with your 2009 actual expenditures.  What have you been able to do to maintain your OM&A costs in that 4.3 to $4.6 million range?  Is that part of that organizational change that you talked about driving a lot of that?

MR. SKIDMORE:  The way we've been able to maintain that is really back to table 4-16, where we really haven't looked at any additional staff for a few years.

MR. AIKEN:  Could you turn to pages 49 and 40 of the compendium?  This is an update to your evidence that shows the OM&A broken out on a CGAAP basis for the years shown through the test year.

And I believe this was done before the settlement agreement.  So this evidence right now, if you look at the bottom of page 40, the third set of numbers -- the third line up show the total OM&A CGAAP going from 4.58 million in the bridge year to 6.034 million in the test year.

Now, based on the settlement agreement, do you agree that this is now about 5.9 million?  The 6.034 is now about 5.9 million?

MR. SKIDMORE:  Can you be specific as how you got to the 5.9 million?

MR. AIKEN:  Yes.  I started with the 6.034, added on the 11,760 for the green energy initiative and took off 135,000 for the MDM/R-related costs.

MR. SKIDMORE:  You are correct.

MR. AIKEN:  Good.

MS. CONBOY:  Subject to check is not a bad answer either.  If Mr. Aiken has done the calculations, rather than the two of you struggling without a calculator -- oh, all right.  Forget I said that.  Please proceed, Mr. Aiken.

MR. AIKEN:  I've been on that side with a calculator and, after a while, I throw the calculator away.

MS. CONBOY:  That's fair, too.  So subject to check is also a fair answer.  Go ahead, please.

MR. AIKEN:  So what we're looking at really here, on a CGAAP basis, is an increase of about 1.3 million between the bridge and test years, which is about a 30 percent increase in OM&A.

Now, I'm going to lead you through about six different areas in the lines here that account for about a $1 million, I guess, overall increase, and I just want some clarification on what's included in these line items.

First, in the table on page 39 in the operations section, if you go to accounts 5050 and 5055, these are underground sub-transmission feeders operation and underground transformers distribution.

Can you explain to me what costs or what activities the costs that are included in here are for?

MS. CONBOY:  Mr. Aiken, I would like to run a proposal by you.  If you have -- if you are going to have similar questions to what you've just asked - I don't have a problem with what you've just asked - that the panel may not be able to answer right away, how about if we did take the lunch break, and you could go over some of those questions with the panel?

That would give them some time to get the answers that you are looking for, and then you can ask any follow-up questions.

MR. AIKEN:  I'm happy to do that.

MR. AIKEN:  I don't want to sit here and wait for you to answer the questions.  Does that sound reasonable?  It's 10 to 1:00.  We'll come back in an hour, and I also will use this opportunity to ask Mr. Buonaguro and Mr. Rubinstein, similarly to what we've done -- we've asked Mr. Aiken to do on the fly, and that is to go through your list of questions and look at the materiality of the rate impact.

A lot of these questions are very -- while intellectually stimulating, sometimes may have a questionable rate impact value.

Good.  You were turning that off.  I thought you were turning it on to comment on what I just said.  So we'll come back at 10 to 2:00.  Thank you very much.


--- Luncheon recess taken at 12:50 p.m.

--- On resuming at 1:55 p.m.

MS. CONBOY:  We were still with Mr. Aiken before the lunch break.  We'll plough through.

MR. AIKEN:  Before the break, we were talking about accounts 5050 and 5055 on page 39 of the compendium, and my question was:  What was driving the increase basically from $80,000 in 2011 to $310,000 in 2012?  And the second part of that question was:  Why were there no expenses shown in the previous two years, 2009 and 2010?

MR. SMELSKY:  When you look at the activity of the accounts from year over year, several of the variances are a result of reallocations of amounts.  However, in 5050, the driver of that particular area is the engineering design work.

In 5055, we have engineering costs and operation costs that are the major items in 2012 test years.

MR. AIKEN:  So I take it you didn't have any of this engineering work in 2009, 2010, or it was allocated somewhere else?

MR. SKIDMORE:  It was allocated somewhere else.

MR. AIKEN:  Then moving down two lines to account 5065, the meter expense, am I correct that the increase between 2010, 2011 to the 205,000 for 2012 is that the meters are -- the smart meters are more expensive to operate than the previous meters that were used?

MR. SMELSKY:  That's not correct.  Included in the meter expense would be -- in 2012 would be the inclusion of the apprenticeship for the new meter tech.

MR. AIKEN:  Then moving down to the maintenance section, account 5135, overhead distribution lines and feeders right-of-way, am I correct that this is where the tree-trimming costs are recorded?

MR. SMELSKY:  For the 2012, in the 393,000, the tree-trimming costs would be included in that value.

MR. AIKEN:  What is the tree-trimming cost that is included in that, the amount?

MR. SMELSKY:  The normalized work that we have maintained in the tree trimming is about $100,000, and in 2012 we are requesting an additional $250,000.

MR. AIKEN:  So 350 out of the 393 is tree trimming.  Do you know, in 2012, how much of the 147,000 there was for tree trimming?  Was that the normalized $100,000 you just mentioned?

MR. SMELSKY:  Most of the 147 would be the tree trimming.  Basically, the $100,000 is what we normalized.  There is also emergency clearing, emergency work that we required relative to tree trimming, as well.

MR. AIKEN:  Now, this question is a follow-up on that response, because in the previous year, 2010, I don't see any costs recorded in that at all.  So I'm assuming there was no tree-trimming costs incurred in 2009 or '10, is that correct, or were they booked someplace else?

MR. SMELSKY:  Your assumption is not correct.  As I stated earlier, several of the variances are a result of reallocations that -- from year over year comparison.

MR. AIKEN:  So would you undertake to provide the actual tree-trimming costs incurred in each year, 2008 through 2000 -- well, I guess '10 now, because in 2011 you are saying it is 147,000, and 2012 is 350,000.  And I don't think there is anywhere on the record where we can pull out what the actual tree-trimming costs were in that previous three years.

MR. SKIDMORE:  We can undertake to do that.

MS. HELT:  That will be undertaking J1.6.
UNDERTAKING NO. J1.6:  TO PROVIDE ACTUAL TREE-TRIMMING COSTS INCURRED FOR 2008 THROUGH 2010.

MR. AIKEN:  I'm moving over to page 40 of the compendium and I'm grouping accounts 5305, 5310 and 5315.  The increases there primarily smart meter related costs, as I understand it, in the 2012 test year - and that's actually highlighted on page 41 of the compendium at the bottom - where the smart meter expenses show an increase of 463,000, and then that number is reduced by the $135,000 for the MDM/R.

My question is:  On this group of three accounts, the 463 less the 135 is essentially an incremental cost, and my question is -- so some of -- the customer billing costs, the meter reading expense, those two in particular that were incurred in 2010 with the old meters, don't some of those costs disappear?  

Like, you are not -- you are not reading meters anymore, at least not the same way.  Phrase it that way.

MR. SMELSKY:  If we look specifically at line -- account 5310, right now the 2012 test year shows a value of 206,840.  In the value is the 135, so we have to remove the 135 from that account.  In addition, we still have communication costs in order to read the meters, and so on.

So to say that all your meter reading expenses disappear is not correct.

MR. AIKEN:  So on that point, if the 206 is now about 70,000 -- first of all, when did your smart meters installed and were reading them the way you are currently proposing for 2012 with all the communications equipment?

MR. SKIDMORE:  We finished our smart meter deployment early in 2011 and moved to time-of-use rates effective June 1st.

MR. AIKEN:  I guess my confusion is, if you look at the meter expense for 2011, it's $16,000.  I realize that does not include any smart meter costs.

Is what you are saying, that the difference between the 70,000 and the 16,000 is all related to the communications cost?  That's what's driving that increase now?

MR. SKIDMORE:  So there were meter reading costs in 2011, perhaps not in that 16,300 number, but embedded in other numbers.  I understand it's hard to get that --


MR. AIKEN:  It's an allocation issue.  It's in there, just maybe not in that account.

MR. SKIDMORE:  Correct.

MR. AIKEN:  The next account is 5320, collecting.  And if you look at it, and, as well, account 5335, bad debt expense, I notice on the bad debt expense there's no increase forecast between 2011 and 2012, but the collecting costs increased by about 10 percent between 2011 and 2012.

So are you essentially spending more money and resulting in the same level of bad debt expense?  In other words, it's costing you more to go out and collect the accounts receivable?

MR. SMELSKY:  Included in the collecting costs are the salary, wages and benefits relative to staff that are involved in the collection process.  So the increases really reflect the general wage increases relative to the collective agreements, as well as increase in benefit costs.

MR. AIKEN:  Then the next line item I had a question on was under administrative and general, account 5630, outside services employed.  In those numbers, you see that the outside services employed cost has decreased from 2008 down to 54,000 in the bridge year, and then a little more than double in the test year.  So it's a reversing of that trend.

So I was wondering what additional outside services are being employed there.

MR. SMELSKY:  In the test year, 2012 includes actuarial costs for our post-employment benefit calculations.  We have legal and audit.  We have contract negotiations that will be commencing in late in 2012.

We also have a risk management program that we included in that test value.

MR. AIKEN:  Then the next line, property insurance, 5635, the forecast for 2012 is 132,000.  And I see back in some of the historical years there were no, or very small, property insurance costs.  Am I correct in assuming those costs were allocated elsewhere?

MR. SKIDMORE:  You are correct.

MR. AIKEN:  And I know you don't have actuals for 2011 for most things, but do you have the actual property insurance costs for 2011 that you could provide to us?

MR. SKIDMORE:  I don't have it with me, but we can provide it.

MR. AIKEN:  Okay.  Would you undertake to provide that?

MR. SKIDMORE:  Yes, we will.

MS. HELT:  That will be undertaking J1.7.
UNDERTAKING NO. J1.7:  TO PROVIDE ACTUAL PROPERTY INSURANCE COSTS FOR 2011.

MS. CONBOY:  Sorry, I would like a better understanding of what it is that we're asking, because we're starting to get up there in undertakings.  So can you help me with that one, Mr. Aiken?

MR. AIKEN:  Yes.  The property insurance forecast shown for 2011 is 155,000.  Then there is a reduction to 132,000 in the bridge year.  Since we don't have the historical numbers, the actual numbers from 2010 backwards in this line, because they have been allocated to other accounts under OM&A, we have no way to judge whether the 155 or 135 is a proper number.

So the best way to do that, in my opinion, is to get the actual for 2011 all in one place.

MS. CONBOY:  Okay, particularly when you look at it in contrast with 2008, 2009 and '10.  Thank you.

MR. AIKEN:  I'm off the specific line items now and a couple of general questions, I guess.  Does Halton Hills consider that it has been lacking in its standard utility practices or in any standard utility practices over the 2008 through 2011 period?

MR. SKIDMORE:  No, Halton Hills Hydro is not lacking in any standard utility practices.

MR. AIKEN:  Good to hear that.  Has Halton Hills foregone any basic needs of the utility over the IRM period?

MR. SKIDMORE:  I think, as I mentioned earlier, over the period 2009 to '10, there was a restructuring that happened.  We did not hire staff until 2011, and then into our cost of service period moving forward.

MR. AIKEN:  I'm going back to the tree-trimming costs now.  If you go to pages 44 through 47 of the compendium, this is the March 12th letter that includes the non-confidential description of the confidential report.

I've got a couple of questions on what was said in this letter.  If you can turn first to page 45, which is the second page of the letter, the paragraph that starts about half way down the letter says:
"HHH will not tender or negotiate a line clearance and tree-trimming contract with external service providers until the Board renders a decision in the cost of service application."

Now, when does Halton expect to have a Board decision in this proceeding?

MR. SKIDMORE:  Let's just be clear on what that means.  That does not mean that we won't be moving forward and have moved forward on what we would call a normalized tree-trimming amount.  We haven't tendered that until we know whether the additional amount is included in rates.

We would hope that we would get that decision in June.

MR. AIKEN:  Did you have any concerns about being actually able to spend the amount you want to spend in the test year if you don't get a decision until June or May, or whenever it may be?

MS. CONBOY:  Sorry, when you are talking about a decision in June, are you talking about a decision on the final service provider for that activity, or are you talking about the rate decision, which gives you -- well, your revenue requirement?

MR. SKIDMORE:  The rate decision.

MS. CONBOY:  Okay.

MR. SKIDMORE:  So to your question, no, we have no concerns about that money being spent.  That is contracted, and we have a tender process with qualified tree contractors that will ensure that money will be spent.

MS. CONBOY:  Just a further clarification for me.  We were talking earlier about tree-trimming services, and there was an undertaking to -- I think, to help us with that, J1.6.  What we're talking about here on page 45 in your compendium, are these incremental tree-trimming costs?

MR. SKIDMORE:  Yes, they are.

MS. CONBOY:  Thank you.

MR. AIKEN:  Just to quantify that incremental cost, that's the 230,000 incremental cost?

MR. SKIDMORE:  $250,000.

MR. AIKEN:  $250,000, okay.  If you move to the last page of the compendium, this is the non-confidential description of the confidential document.  It's indicated there that the consultant, Mr. Lang, proposed two models to address the line clearance and tree-trimming needs.  That's in the fourth bullet on that page.

Can you tell us which one the evidence in this proceeding is based on?

MR. SKIDMORE:  The evidence in this proceeding really speaks to bullet number 2, doing it over a period.

MR. AIKEN:  So it's number 2 on under bullet 4?

MR. SKIDMORE:  Correct.

MR. AIKEN:  Okay.  Then the second bullet on that page states that:
"Halton's line clearance program has been underfunded for a significant number of years, and the resulting tree encroachment issues are prevalent throughout much of the Halton system."

Do you agree with that assessment?

MR. SKIDMORE:  What I would agree with is that there's many factors that contribute to the situation.  The tree growth rate, in particular, in Halton region has been excessive.  We have disease and die-back of mature trees.  So there has been a combination of things that have led to the situation.

MR. AIKEN:  Can you explain why Halton hasn't dealt with this issue prior to the test year?

MR. SKIDMORE:  In prior years, Halton Hills Hydro has self-assessed the tree-trimming practice of our contractor.  It was felt that the situation was there and we needed an independent third party.  So Mr. Lang was only brought on to look after the tree-trimming program in 2011.

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


MS. CONBOY:  Thank you very much.  Who is next?


MR. BUONAGURO:  I'll go.


MS. CONBOY:  Thank you.


MR. BUONAGURO:  I'll be very, very, very, short.

MS. CONBOY:  Three 'verys', okay.

MR. BUONAGURO:  More 'verys' than questions.
Cross-Examination by Mr. Buonaguro:

Thank you.  Panel, I'm going to just quickly start off where Mr. Aiken left off with respect to the non-confidential description of the document requesting to be kept confidential, page 47 of 47 of the compendium.

I noticed at the second paragraph it says the document was prepared Brian Lang, a certified arborist, HCMC (ph), who has been involved with the logistics and operation of HHH's line clearance and tree-trimming program since 2009.

I was wondering if you could tell me what Mr. Lang was telling you about your tree-trimming program back in 2009?

MR. SKIDMORE:  Mr. Lang's involvement with Halton Hills Hydro was really near the end of 2009 as we prepared our tender for 2010.  So his time with us has only been a short time with the recommendations and moving forward into our 2012 test year.

MR. BUONAGURO:  It says at the beginning of the paragraph in early 2011 he was engaged to provide this report.  Is that correct?

MR. SKIDMORE:  That is correct.

MR. BUONAGURO:  So it seems like at the end of 2009 throughout 2010, he had been working for you, but it seems like it isn't until this report that -- it feels like it isn't until this report is generated in May 2012 that you became aware that your tree-trimming activity is deficient.  Is that how I should understand this?

MR. SKIDMORE:  No.  I think you should understand it that he was brought on at the end of 2009 to help us with creating a tree tender for 2011.  The 2010 tree trimming happened.  He reviewed the tree trimming that happened in 2010, so now we're at the fall of 2010, and noted those deficiencies and those deficiencies were communicated.

I said we should have a report to reflect that; hence, the report in May of 2011.

MR. BUONAGURO:  How long have you been in tree trimming at Halton Hills Hydro?  Presumably since you came into existence, I assume.

MR. SKIDMORE:  That would be correct.

MR. BUONAGURO:  How long would that be?  I don't know off the top of my head.  Generally?

MR. SKIDMORE:  Fifty-plus years.

MR. BUONAGURO:  How many times has your tree-trimming budget significantly changed in terms of approach, because this sounds like a fundamental change in your approach?

MR. SKIDMORE:  I don't believe it's a fundamental change in the approach.  It's to deal with some excessive growths, some diseases that have happened in the area, and we're trying to get back to that normalized.  So we need the extra funds for a short period of time to get the work done.

MR. BUONAGURO:  Thank you.  Do you have something to add?  Sorry, I thought I heard something.

Just quickly, I'm going to pull up an IR response.  This is VECC supplemental interrogatory 34.  The reference was originally an interrogatory from SEC IR No. 6, and we asked you for some comparators at part (a).  So we said:  Please provide a list of Ontario utilities that Halton Hills believes are comparable to its operations.

And at (b), we said:  Include in this list the Board's latest published OM&A per customer.

And you can see there; correct?

MR. SKIDMORE:  Yes.

MR. BUONAGURO:  Thank you.  Now, I just wanted to ask you some questions about how you chose your comparators.  For example, why would you include Bluewater, which I believe is the City of Sarnia and the surrounding areas?

MR. SKIDMORE:  What we wanted to do in this comparator was to get utilities that had a significant amount of rural, because rural versus urban, different dynamic.

MR. BUONAGURO:  So looking at the figure, you have something called the percent of service area that is rural, which is the number of customers per square kilometre of service area; is that correct?  Sorry, it matches the -- there's two figures working together?

MR. SKIDMORE:  If your question is does the 82.83 number relate to the 89.64 number, no, I don't believe that's the case.  I think those are independent numbers from the OEB yearbook, so the percent serviced area as rural is one distinct number.  The number of customers per square kilometre of service area is a distinct other number not correlated to that.

MR. BUONAGURO:  For example, Bluewater and Canadian Niagara Power have similar percentages of rural territory, but significantly different numbers of customers per square kilometre; correct?

MR. SKIDMORE:  Correct.

MR. BUONAGURO:  Why would it still be appropriate to have them in the same comparator group?

MR. SKIDMORE:  Again, the driver was to try and bring out utilities that had a greater number -- you know, sort of in the same number of rural service area.

MR. BUONAGURO:  Based on these numbers, would it be fair to interpret, for example, that Bluewater or Grimsby, which apparently are similar, have largely urban customers, based on number customers per square kilometre of service area?

MR. SKIDMORE:  I don't know how I can answer that.  These are numbers we pulled out from the yearbook from the OEB.

MR. BUONAGURO:  Would you agree with me, based on service area and customer numbers and customer density, really comparable utilities with Halton Hills would be Milton and Norfolk, which would be utilities that have similar characteristics in these categories and are located, like Halton, in southwestern Ontario and, in fact, are neighbours to you?

MR. SKIDMORE:  No, I won't agree with that.

MR. BUONAGURO:  Why not?

MR. SKIDMORE:  Each one of these utilities has unique characteristics.  Again, the driver of trying to put this together was to look at the service area that is rural.

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

MS. CONBOY:  Thank you very much.  Mr. Rubenstein?
Cross-Examination by Mr. Rubenstein:

MR. RUBENSTEIN:  I have one question now.  It's just actually a follow-up to what was asked by Mr. Buonaguro.  When you say Mr. Lang was retained to help you prepare a tender, can you explain what specifically he was asked to do?

MS. CONBOY:  Sorry, I'm trying to figure out why -- you want to know what he was retained to do?

MR. RUBINSTEIN:  I want to know what kind of advice he was providing towards that tender.  That can mean a lot of different things.

MR. SKIDMORE:  Not being directly involved in the tender process, he helped our manager of operations in engineering prepare the tender.

MR. RUBINSTEIN:  Okay, thanks.

MS. CONBOY:  Thank you.  Ms. Helt?

MS. HELT:  Given Mr. Aiken's very thorough cross-examination and the follow-up questions, Board Staff has no additional questions to ask the witness panel.

MS. CONBOY:  Thank you.  Mr. King, any redirect?

MR. KING:  I have no redirect.

MS. CONBOY:  Thank you.  Well, I have no further questions either, seeing as I peppered them throughout the day.  Thank you very much, witness panel.  You are excused.

I would like to take -- actually, before we take a few minutes, one of the thoughts is we've got the two days set aside.  There are a number of undertakings that will be filed, and I'm not sure if over the lunch break you got an idea of how long that might take, although I recognize there are two, I think -- one that was post lunch.  Have you got a sense of how long it will take to file those undertakings?

MR. SKIDMORE:  As I mentioned before, through our conversations, you know, we are heading towards our auditors coming in, and this is the audit finance regulatory team that's here.

I'm hesitant to give you an exact date, because we need to prepare for Monday.  That's when our auditors land, so it would be sometime next week.

MS. CONBOY:  Well, the reason I ask is that I don't think that the intervenors are going to be able to do much by way of submissions until they do get those undertakings and are able to digest them.  So Ms. Spoel and I will talk about that - we will end up taking a break shortly - on how we're going to proceed.

Mr. King, we may be able to proceed, though, with your argument, if that's possible.

MR. KING:  There are a couple of undertakings that I would like to see, to be honest, even to do my argument in-chief.

MS. CONBOY:  Okay.  So how about we'll break for ten minutes.  Ms. Spoel and I -- well, Ms. Spoel has just shortened it even more for us and suggested that the parties -- are you about to say something?

MR. KING:  I was going to suggest that we caucus and come up with some sort of schedule that we put to you.

MS. CONBOY:  You must be reading Ms. Spoel's on lips, then, because that is exactly what she has proposed.  Why don't we call it a day?  We don't need to come back tomorrow, by the sounds of it.  If you can caucus and get back to Board Staff in terms of how we proceed, then we'll take it from there.

Thank you very much.  We're adjourned.


--- Whereupon the hearing concluded at 2:22 p.m.
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