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Friday, December 20, 2013

--- On commencing at 9:35 a.m.

MS. HELT:  My name is Maureen Helt, and I welcome you to today's technical conference.  This is with respect to PowerStream's 2014 IRM application, file number EB-2013-0166.  My name is Maureen Helt.  I am counsel with the Board, and with me I have Stephen Vetsis to my right, who is the case manager, and Kieran Bishop to my left, who is the manager of electricity rates applications.

We have a court reporter today.  Her name is Sandra Brereton, and she is sitting to my right as well, and she will be transcribing this technical conference.

You'll also notice that we are on air, which means that the technical conference is being broadcast so that those who would like to listen in, who haven't been able to come in personally, are able to do so.

Just by way of a couple of preliminary matters, as this is a transcribed technical conference, you'll note that in front of you there is a panel.  There is a green button.  So when you are answering a question, can you make sure that your green light is on?  The reason for that is so that the court reporter can actually hear you and be able to transcribe your comments accurately.  If she can't hear you, she'll let you know.

And one other thing you should know is that between two people you're interconnected.  So if one person is answering a question and pushes the light on and then the next person wants to answer the question, don't push -- just make sure your light is on, because otherwise you turn it off.

Other than that, I think there are no other preliminary matters that have been raised by any of the parties.  So we'll start with appearances.
Appearances:


MR. SHEPHERD:  Jay Shepherd, School Energy Coalition.

MR. SIDLOFSKY:  Good morning, Ms. Helt.  James Sidlofsky, counsel for PowerStream.

MS. HELT:  Thank you.
POWERSTREAM INC. – PANEL 1


Colin Macdonald

Tom Barrett


Irv Klajman


Shelly Cunningham


MR. MACDONALD:  And, sorry, Colin Macdonald, with PowerStream, and with me on this panel are Tom Barrett, Irv Klajman, and Shelly Cunningham.

MS. HELT:  Thank you.

Mr. Shepherd,  I believe you are going to start with your questions first.
Questions by Mr. Shepherd:

MR. SHEPHERD:  In the absence of other intervenors, I think I will.

I have questions on the interrogatory responses itself and a few questions on the asset condition assessment technical report - which I should tell you, by the way, you know, in my job I have to read a lot of these.  This is far and away the best asset condition report I have -- asset condition assessment I've ever seen.  This is amazing, really good stuff.  That having been said, I'm still going to ask questions on it.  I don't necessarily agree with all of it, but, man, it's good.

All right.  Let me start with -- this is Interrogatory No. Staff 5.  So it's at page 9 of 106 of the interrogatory responses I'm looking at.  And you have a discussion here that talks about the change to IFRS and the fact that your -- that the result of that is that your annual depreciation expense goes down and so the amount that is funded in rates for capital expenditures goes down.  And the reason is because the lives of the assets are lengthened.  Do I have that right?

MR. BARRETT:  That is true, what you've just said, but that is not what I'm trying to get at in the response to this one.  The response is there's a couple other aspects to that.  Just in general you are correct.  Under IFRS the useful lives are longer, depreciation is lower, but there are a couple other things that are happening.

The point I'm trying to make is that the depreciation is lower even than it would have been if we had been using IFRS all along, and that's because, since under Canadian GAAP and the Board-prescribed depreciation rates, we've written off assets that would normally, under IFRS, would still be being depreciated and being included.

MR. SHEPHERD:  All right.  So here's the part I don't understand, and you know, Tom, that I've been actively involved in looking at these particular numbers in many cases.  It looks to me like what you are saying is we collected this depreciation early, so we got the ratepayers' money early, so as a result we don't have enough money to fund our capital expenditures today.  And I can't put those two concepts together.  If you got the right amount of money and you just got it early, then you should have money in the bank.

MR. BARRETT:  Or we may have used it already to invest in this rising level of capital expenditure over the years.  I would say the opposite is true, that we've actually used it and reinvested, and it's becoming an issue now because we don't have that, from a funding point of view.

So in the past we have invested in property, plant and equipment above what's in rates, and we have probably been able to do that because we -- as you have already indicated, that the assets were lasting longer, or we were collecting depreciation before the end of lifes under Canadian GAAP in the old prescribed rates.

MR. SHEPHERD:  So your underlying point then is that depreciation doesn't really cover replacement of assets.

MR. BARRETT:  Well, I think the whole point of the question -- the assumption implied in the question is that your 2013 depreciation -- you had a similar level of capital spending in 2013, that you should automatically have money in rates, in depreciation, to cover a similar level of spending in 2014.  And that's a common misconception, and I try in this answer to illustrate why it is a misconception, because -- and you if you looked at example 1, it says, yes, if you had an IFRS and you had that kind of level -- because on average our assets have an average useful life of 30 years, a weighted average useful life -- distribution assets are even longer on average.

MR. SHEPHERD:  Sure.

MR. BARRETT:  And, yes, if you had that level of spending, then you calculate your straight-line depreciation, then you would have 82,000 -- or $82 million in depreciation.  You would have no trouble funding $82 million worth of capital expenditures in the new year, or, you know, you would have -- that would be your starting point for depreciation, but it's not, for all these other reasons.

MR. SHEPHERD:  You would agree that if your rates went up over that same period at the same rate as your costs, then you should be fully funded.

MR. BARRETT:  No, because the depreciation that's in rates is still just what's based on this.

MR. SHEPHERD:  I understand.  The other question is, on page 10 of 106 you say that year over year you're increasing your spending by 3.5 percent due to inflation in growth.  Is there a calculation?

MR. BARRETT:  No, that was just a ballpark figure --


MR. SHEPHERD:  And that's just --


MR. BARRETT:  -- you know, we have in our 2013 looked at depreciation or what -- when we had the depreciation issue we looked at historic costs, and so that's a reasonable -- we think that's a reasonable number, but it's just ballpark.  There's no analysis supporting it, no.

MR. SHEPHERD:  Okay.  Then my next question is on Board Staff Interrogatory No. 6, which is at page 15.  And you were asked -- you were asked for a list of discretionary capital, and actually, you said in your application you can't say what your discretionary capital is.  You know what's in the budget, right?  You know what your discretionary capital is that's in the budget that you've asked for approval for, right?

MS. CUNNINGHAM:  Yeah, if I may, Jay.  Certainly when we wrote the application we were not in a position to state at that particular point in time, but we've got some budget numbers now, and that's what we have provided.

MR. SHEPHERD:  Okay.  Okay.  And then if you take a look at the next page, this is -- you were asked about giving a prioritized list of capital projects so that people can get a sense of what's just barely in the budget, what's just barely out of the budget, right?  And you said you can't provide it, and I guess -- you have a tool -- I read the capital plan, and the tool clearly tells you what's on the bubble.  So I don't understand why you can't tell us what's on the bubble.  I'm confused.

MS. CUNNINGHAM:  So maybe I can explain a little bit about the tool.  So what happens with the tool is we have staff score projects against our strategic objectives, and they score on sort of two fronts.  They score on the value of the project to the organization if we complete it, but they also score the projects on the risk of the project if we don't undertake it.

And what happens with the tool is -- so you get a score for both on the projects.  And when we run the Optimizer tool, it's this -- it does this math in the background, if you will.

MR. SHEPHERD:  It's not one-to-one, right?  The scoring is not one-to-one.  You can't just say, oh, this has got a score, add the two together and this --


MS. CUNNINGHAM:  No, that's the whole point, because you can't.  What it does is it considers a number of things when it does its mathematical calculation.  It considers the value score, it considers the risk score, it considers the project costs, okay. 

 And it and also considers the total portfolio that you are optimizing, in terms of dollars.  So you can say, okay, give me a scenario of optimizing at 110 million, and what's the answer.  And you can give me a scenario at a hundred million and what's the answer, and compare the two.  So that's essentially how it works.

MR. SHEPHERD:  Because it has to make sure you have the resources to do it, and sometimes available resources are not arithmetic in their --


MS. CUNNINGHAM:  Right.

MR. SHEPHERD:  Yeah, okay.  I understand.


MS. CUNNINGHAM:  That's the principle that works.

MR. MACDONALD:  Just to clarify one step further, so you get a basket of projects that pass or are optimized, but they are not ranked 1, 2, 3, 4, 5, 6.

MR. SHEPHERD:  No.  But you would know if you ran it at a 5 million less and 5 million more -- you presumably do sensitivity analyses, right?

MR. MACDONALD:  We do.

MR. SHEPHERD:  So when you do the sensitivity analysis, you'll see with drops off or what goes on, depending on whether you expand or contract your budget, right?

MS. CUNNINGHAM:  Yes, so if I can explain that a little more, is you can do that between the scenarios of what drops off and what doesn't.  But we actually -- we use that information.  It's not a black box, an answer in/answer out.

MR. SHEPHERD:  It's a piece of information that you then give to your management team, who then make the decision on the budget, which isn't the same as Optimizer, right?

 MS. CUNNINGHAM:  Not always, because we -- you know,  we have conversations because the scoring is not perfect.

MR. SHEPHERD:  People are smarter than machines.

MS. CUNNINGHAM:  Sometimes.

MR. SHEPHERD:  I still don't understand, then, if Optimizer will allow you to run scenarios -- and presumably  you do, so your management team knows what the possible outcomes are -- why you can't provide us with that information, because those scenarios will then end up prioritizing, or telling you what the projects are on the bubble necessarily, right?

MS. CUNNINGHAM:  Yes.  I mean, I go back to -- it's not a black box.  The answer that comes out is not always perfect, and we have to have conversations.

 And, you know, sometimes, as an example, some programs get kicked out because they are so large in money.  But yet we have to do those things, and so we put it back in.  And so the black box, the answers are not perfect.

MR. SHEPHERD:  Okay, all right.  My next question is on Staff 7, and I think applies also to an SEC interrogatory, but I can't remember which number.  When I get it to, I'll refer you back it.

 This is -- I'm just seeing if I can find my quote here.  In our letter on Wednesday, we told you we would be asking you about this.  At page 30 of the November -- actually amended in December report on RFE from the Board, the Board said, in response to a fuss that SEC raised:

"The Board expects that the ICM will continue to be used on an exception basis by distributors on Price Cap IR.  Distributors with significant ongoing capital requirements will be expected to propose a Custom IR, rather than rely on serial ICM applications within their Price Cap IR term."

So I want to ask you -- this question is about compliance with the Board's IR policies.  So I want to ask you first, is this application compliant, in your mind, with that statement?

MR. MACDONALD:  Yes.  Maybe just to explain where we are in the rate-making cycle?

MR. SHEPHERD:  Sure.

MR. MACDONALD:  So this is our first ever ICM application.

MR. SHEPHERD:  Yes.

MR. MACDONALD:  Our current plan is to file a custom application in the spring of 2015 for rates January 1st, 2016 to 2020.

MR. SHEPHERD:  Ah.

MR. MACDONALD:  So we do see -- we get this, and get the issue, so we're ramping up -- actually talking now what that's going to look like, and getting ready to file that application.

 We're doing planning, and we'll start in earnest in the middle of next year.  That leaves 2015 IRM, and all I can say about that is we may or may not file an ICM as part of that.

 Well, I guess there's a couple factors.  One is we run the Board's threshold model and see what's left; that will be a factor.  And the outcome of this proceeding will be a factor as well.  So even if we did two years, I'm not sure I would characterize that as serial ICM, but that's our plan right now.

MR. BARRETT:  I would like to add a few comments to that.  Our application is definitely in compliance with the current filing guidelines, and I think the other point I would like to make is the custom IR was not available for January 1, 2014, rates per the Renewed Regulatory Framework for Electricity report.  As Colin explains, as a practical matter we're certainly not able to do the custom IR for 2014, even if the Board was to allow us.

MR. SHEPHERD:  I understand that, Tom, and I'm not attempting in any way to suggest that you should have known when you filed this application that on December 4th, there would be a report that said this.  As much as I have respect for your organization, you're just not that prescient.

But I am concerned about 2015, and that's why I'm asking the question about serial ICMs, because if you are already plan to go file in 2015, and there's a lot of evidence here that says that you feel you need more money in 2015, then we are concerned.

MR. BARRETT:  So I just can repeat that no decision has been made to file an ICM in 2015.  I think the two factors are, you know, the calculation in looking at the dead band and the calculation of the Board's formula, and second again is what how this -- where this proceeding ends.

MR. SHEPHERD:  Your capital plan says that you're going to be substantially over the threshold next year, right?

MR. BARRETT:  Yes, our capital is a little higher in '15 than '14, because we're at the stage we have other transformer stations.  So that's correct.

MR. SHEPHERD:  All right.  Your bringing the transformer station service in '15?  I thought it was '16.

MR. BARRETT:  Shelley can correct me.

MR. SHEPHERD:  It is '15?

MS. CUNNINGHAM:  It's not '15.  We'll be starting construction, and probably actually won't come online until the spring of 2017.

MR. BARRETT:  So capital dollars are in '15, but not the actual in-service date.

MR. SHEPHERD:  So that won't affect an ICM application for '15?

MR. BARRETT:  No, it would not be in service in '15; correct.

MR. SHEPHERD:  Thanks.  My next question is on -- with respect to Staff No. 11 is, and this is on page 25 of 106.

 This has your 2013 actuals to November 20th and, this is for emergency replacement.  So my first question about this is: is this expenditures, or in-service additions, these numbers, this set of numbers here?

MS. CUNNINGHAM:  For this will be -- they're essentially equivalent for this particular program, because they go in service at --


MR. SHEPHERD:  If something is broken and you fix it, you don't wait -- it's on.

MS. CUNNINGHAM:  Yeah.

MR. SHEPHERD:  So this suggests that in the last five weeks of the year, you are going to bring two million -- you're going to have two million of additional emergency replacements.

 I thought that looked a bit on the high side.  Can you explain why that would be?  We know what your budget is, and we know what your actuals are, so --


MS. CUNNINGHAM:  Yeah, I mean, they've done a just forecast, and some of it is, from the forecast perspective, they have looked at what has been spent already this year.  They also know that we quite often -- well, we can see by weather today that November/December can end up with a number of outages to do with the weather, that also combined with the fact that over the summer we've done inspections, and this particular program captures from inspections those immediate things we find that we need to fix, and so they try to get that done before the end of the year.

MR. SHEPHERD:  Well, I was actually -- the reason I asked the question was exactly that, because in other utilities, at least what I've seen in looking at the figures for other utilities, what they find is that in December, particularly with bad weather, they have to spend more of their resources on repairs and operating costs, that sort of thing, and less on capital replacements.  Even though they wanted to do capital replacements, they can't, because of snowstorms and stuff like that, and they only have so many resources.  Isn't that true with you as well?

MS. CUNNINGHAM:  My experience with our capital program is we -- November and December is where we spend the majority -- a very large chunk of our capital program.

MR. SHEPHERD:  Thanks.  My next question is on SEC Interrogatory No. 3.  We asked about ICM versus custom IR  -- or ICM for next year.  So you sort of mostly answered that.  But what you said at the end of the answer -- this is on page 43 of 106 -- is:

"There are no memoranda, plans, or other documents dealing with the possibility, likelihood or intention of filing ICM applications in any of those years."

And I assume, and you've now confirmed, that you have at some point done an analysis of whether you are going to use ICM or custom IR over the next few years.  That wasn't just talking, right?  You must have had some something written down somewhere.

MR. MACDONALD:  I think the we've come to the conclusion that custom IR will be better for PowerStream than staying on IRM to our next normal rebasing date of 2017.

MR. SHEPHERD:  Sure.

MR. MACDONALD:  And -- but there's no -- like Tom said, it's more process and capability.  There's not a -- like, I haven't written a report, or Tom hasn't written a report to our management with that thought process.  This is just through our discussion and --


MR. SHEPHERD:  No, but I guess what I'm asking is that for there to be nothing written down, that means that your CEO and CFO approved this just with talk, and your board of directors approved the strategy just with talk, and that is not consistent with what I understand about how PowerStream works.  I'm just, I'm expressing surprise that there is no documentation.

MR. MACDONALD:  Well, I think what we're trying to do is do the custom IR application as early as we can, and we feel that filing in the spring of 2015 for '16 is achievable and what our best we can do.  So that idea has certainly been socialized at PowerStream.

MR. SHEPHERD:  And presumably there's, like, a presentation to management or a presentation to your board of directors on this?

MR. MACDONALD:  Directors on this -- no, no, there is no presentation.  I'm not sure our board would be aware.  Our CEO would be aware, just from talking about it.  We haven't -- as we get further along we will definitely make presentations to our audit committee and board.  We don't -- there's not a milestone of having them approve it to go ahead, the kind of, the regulatory approach.

MR. SHEPHERD:  All right.  So this is the other interrogatory that refers to the prioritization.  It's SEC Interrogatory No. 9.  I'm looking at page 49 of 106.  And you have here a chart that shows projects optimized and projects deferred for, I guess this is 2014, right?

MS. CUNNINGHAM:  Yes, that's correct.

MR. SHEPHERD:  Okay.  So do we have somewhere a list of these projects that are in the dotted line, the dashed line, the deferred ones?

MS. CUNNINGHAM:  Yes, we do.

MR. SHEPHERD:  Is it in the evidence somewhere?

MS. CUNNINGHAM:  No.

MR. SHEPHERD:  Can we get it?

MS. CUNNINGHAM:  Yes.

MR. SHEPHERD:  Thank you.

MS. HELT:  We'll mark that as KT1.1 -- or not mark it, but note that it's KT1.1, a list of projects that are deferred for the year 2014.  
UNDERTAKING NO. JT1.1:  TO PROVIDE A LIST OF PROJECTS THAT ARE DEFERRED FOR THE YEAR 2014

MR. SHEPHERD:  My next question is on SEC Interrogatory No. 10.  One of my absolutely least favourite subjects in electricity, pole replacement.  And in (c) you were asked -- you replace poles in a planned way, and you also replaced -- replace poles because they get knocked down, right, or because you have to move -- you have to replace them because of a road allowance or something like that.  There's lots of other reasons why you have to replace them, not just because they are old, right?  Okay.  

So it says here that you can tell us what the planned number is, but you can't tell us what the number is that will be replaced for all other reasons.

I don't understand how you plan the number that you'll replace if you don't know how many are going to replace -- be replaced for other reasons if you don't have a plan for that too, or an expectation for that, because you have to make sure you replace them all in their life, right?  So that's just math.

MR. KLAJMAN:  That's correct.  We do replace poles on all sorts of different things, and it's difficult to project, say, where poles will be required to be moved or changed.  For example, we have instances where customers require a connection or they build a driveway and we have to move a pole.  There's no way of planning for those elements.

But through our inspection program all the information -- and in our asset management we'll know where poles are in their ages, and they will still be cycled through our rigour that we do on pole replacement, and so those will in time end up in this program, given the life of their asset.

MR. SHEPHERD:  No, understood.  That's the 400.  That part I understand.  But the 400 is the number you have to replace, that you don't have to replace for other reasons.  So cars knock down your poles, and, you know, Viva's (ph) doing all this stuff, and that means a bunch of poles will have to be replaced, et cetera, et cetera.  And you have budgets for all those things that include pole replacements, right?

MR. KLAJMAN:  Those projects have pole replacements in them.  They are included in the project cost.

MR. SHEPHERD:  Okay.  So I don't understand why you don't can't tell us how many poles are going to be replaced for other reasons.  It's in all your budgets.

MS. CUNNINGHAM:  Yeah, if I might add, the dollars are in the other budgets, but we just, we don't track information that way.  We don't sort of consider information that way when we put our budgets together, so therefore we just don't have the information to be able to give to you.

MR. SHEPHERD:  Okay.  The reason I ask this is because I've asked this for other utilities, and they always have an answer.  They always have a number.  And most of them have some sort of analysis of their past trends, because that's how they get to their planned replacement, is by looking at, how many are we going to replace for other reasons, how many more should we be replacing to get to a full replacement total.

MR. KLAJMAN:  We've got about 45,000 poles in our system, and our pole replacement program is about 400, stated for 2014, which is about 1 percent.  And if the life of the asset is around 40 years, just in a rule of thumb, we're going to end of replacing those over the lifetime.

MR. SHEPHERD:  So that's exactly what I'm getting at.  that's what I'm trying to understand, is -- and the life of the asset is actually more like 50, right, for wood poles?

MR. KLAJMAN:  Yeah, there is a Kinectrics report that talks about that, but roughly.

MR. SHEPHERD:  Yeah, okay.  So let's say you have to do a thousand a year, typically.  All right.  So if you are doing 400 planned, then that would apply that you are doing 600 for other reasons.  And so that is sort of what I'm asking about, because if you are actually doing 900 for other reasons, then I'm going to say, well, 400 seems high, as opposed to if you are doing 200 for other reasons, I'm going to think 400 seems low.  Don't you ask that question?

MS. CUNNINGHAM:  We sort of don't from a future budget perspective.  We have taken a look at it from a historical perspective and look at how many poles have been issued at a stores, and so sort of totality, if you will.

MR. SHEPHERD:  Exactly.  Yeah.

MS. CUNNINGHAM:  The last time I saw the number it was in that 900 to 1,000 range.

MR. SHEPHERD:  So you're replacing roughly on useful life cycle.

MS. CUNNINGHAM:  Right.

MR. SHEPHERD:  Okay.  Thank you.

And on the next page of that interrogatory response, page 52, (h), you were asked about catastrophic pole failures.  What we were trying to get at is how many times do you have poles fail because they got too old and you hadn't replaced them already.

And I take it your answer is none.  You never a pole fall down for any other reason but somebody knocked it down.

MR. KLAJMAN:  Typically speaking, the pole standing there with no forces on it don't catastrophically fail.  But the fact that a pole ages and its strength diminishes that makes it more susceptible to any other condition that is applied it to, such as the ice storm today.

So a healthier pole will withstand extreme events, where an unsafe one won't.

MR. SHEPHERD:  Understood.  I am not disagreeing with your strategy.  In fact, you make a comment like that and I think to myself, I've seen utilities where their poles are falling down, and I'm sure you have, too.  But yours aren't; I get that.

All I'm just confirming is that you don't have situations in which your poles fall down unless somebody knocks them down.

MS. CUNNINGHAM:  I wouldn't say somebody knocks it down.  I would say that we have weather conditions.  We do have circumstances that -- we’ve had some weather conditions and we’ve lost some poles.

MR. SHEPHERD:  They don't fall down because they are old; they fall down because a storm knocks them down, or because a car knocks them down.

MS. CUNNINGHAM:  Yes, and I’d like to think that’s because we're taking care of our plant.

MR. SHEPHERD:  My next question is on SEC 11, and I'm on page 55 of 106, and this is the cable replacement and cable injection budget, which -- I take it you'll agree your ramping up very substantially this year.  Actually, I guess in 2013, you are ramping it, right?

MR. KLAJMAN:  That's correct.

MR. SHEPHERD:  It’s that dual thing.  Am I right in understanding that after you did this asset condition assessment, you took a look at these and concluded that you had really been underinvesting in this and had to catch up?

MR. KLAJMAN:  That is what the ACA program stated, yes.

MR. SHEPHERD:  Yes, okay.  My next question is on VECC Interrogatory No. 3, page 69 of 106.  This asks about the former criteria for ICM, which is unusual or unanticipated.

And I take it that from this answer -- and tell me whether I'm reading this right -- that basically everything you're doing this year is stuff that you would do in the ordinary course of business.  You're not -- you haven't ramped up your capital program for something unusual.  You've just continued as you should to run your business properly.  Is that fair?

MS. CUNNINGHAM:  Yeah, I mean, that is our opinion, excepting we do have the higher level of road authority if a third party relocates --


MR. SHEPHERD:  With that exception; fair point.  That's actually a big chunk of your ICM qualified projects, right, is the road authority stuff – the Viva stuff, really, right?

MS. CUNNINGHAM:  Sorry, can you ask that again?

MR. SHEPHERD:  A big chunk of your ICM qualified expenditures is the relocations due to highways and public transit.

MS. CUNNINGHAM:  I mean, we've included in the application.  I guess it's the interpretation of what's ICM qualified and what's not ICM qualified, and I think there is a question that was asked of, you know, why did we put it where it was, and you could argue we could have put it above or below the line.  So I'm not sure if that is what you are getting at.

MR. SHEPHERD:  Well, let me put it another way.  Your ICM would be a quite different number if you had to do that work?

MS. CUNNINGHAM:  Potentially, yes.

MR. SHEPHERD:  And my last question on the interrogatory section, and I do I have a question on the ACA, is to do with the billing system.  And this is sort of because Shelley isn't here and they were going to ask questions about this, so I'll ask this.  I don't know whether this was a question.

You have a -- I'm on page 97, and this is related to – I can't even find the question.  Staff No. 3 maybe?  Anyways, page 97 of 106.  Do you have that?

The page is headed up "CIS Procurement Process", and the thing that struck me is you have a 25-year-old billing system.  So already I had to pick myself off the floor, because clearly you have the oldest one in history.  But what surprised me is your plan was to fix it, is that right, as opposed to replace it?  I don't understand that; that's why I am trying to understand.

MR. MACDONALD:  So I can try to help there.  We do have a very old billing system, which we think is actually one-of-a-kind, and we put in evidence in our cost of service application 2013; we're installing a new system now, replacement system.

So we are trying to be very strict and not spend money on the old system.  You don't want to be spending money on the old system when you are spending money on putting a new  system in, and we’re being as strict as we can.

But I think the evidence, or the response to this IR is -- these are areas where we really had to make changes.

MR. SHEPHERD:  Because of policy changes.  Because of policy changes, you had to have functionality that wasn't there?

MR. MACDONALD:  Right.  So we would -- there's a number of things that we’ve definitely deferred, and even things in the rates area, we'd like to do improvements, but we’ve just taken them off the table.  It’s like an old car, I guess.  You don't want to be spending money on an old vehicle.  But these are things that needed to be done.

MR. SHEPHERD:  Thank you.  Now I've gone to the ACA and -- please bear with me if I ask stupid questions, because I'm not an engineer and -- this was much easier to understand than most of these, but I'm still not an engineer, so be gentle.

My first question is on page 6, and this is -- you talk about failure probability curves.  Do you see that?

MR. KLAJMAN:  Yes.

MR. SHEPHERD:  Can you just tell us, are those curves similar to the curves like Iowa curves that are used for depreciation?  Does it work roughly the same way?

MS. CUNNINGHAM:  I think sometimes the look of them is similar; it depends on the asset.  But the failure rate curves are really associated with sort of the health index of the curve, and sort of the expected -- when they expected -- the point in time that they are going to fail.

MR. SHEPHERD:  Why would that not be the same as a depreciation curve?  I would thought they would be identical; that's why I'm asking the question.

MR. KLAJMAN:  I'm not sure I can answer that directly.  But my understanding is the depreciation curve is flatlined, and the failure probability curve isn't.  It's a – I think you call it a weibull curve.

MR. SHEPHERD:  Then the second question I have on this is on the next page.  You talk in the middle of the page about the average cost for customer interruptions, and there wasn't any citation as to where these numbers came from.  You said there are studies, but you didn't give any details.  Is there a particular source for this information?

MR. KLAJMAN:  When Kinectrics first did this study, I think they quoted a source, a gentleman named Billington.  Subsequent to that, I believe a couple years ago there was some informal research done within PowerStream to try and support those numbers as well.

MR. SHEPHERD:  So there is some sort of report that backs up these numbers?

MR. KLAJMAN:  I would have to go back and see if there is a report or not.  I remember discussion around it.

MR. SHEPHERD:  Can you undertake provide us with the backup for these numbers, either the report, or if there isn't an internal report of some sort, then the citation that it's based on, so that we can go look at the external document you’re referring to?

MR. KLAJMAN:  We will undertake that.

MR. SHEPHERD:  Sorry.  This is to provide the backup for the customer interruption cost on table 1.

MS. HELT:  That will be undertaking JT 1.2.  I believe I misspoke earlier and I called the first document, the list of deferred projects for 2014, as an exhibit.  That should be noted as an undertaking, and that is correctly JT1.1.

JT1.2 is to provide the backup numbers that -- or the source for the numbers provided on page 7 of 11 of the asset plan.
UNDERTAKING NO. JT1.2:  TO PROVIDE SOURCE FOR THE NUMBERS PROVIDED ON PAGE 7 OF 11 OF THE ASSET PLAN

MR. SHEPHERD:  The next question is on page 41, and this is just a confusion, and there's probably a simple answer to it.  If you see, this table has the second item, "Amber MS T2", has a health index of 33, which I take it from your descriptions is pretty bad.  You don't want a transformer with a health index of 33.  You've got to do something about it, right?

MR. KLAJMAN:  That's correct.  The lower the number the worse it is.

MR. SHEPHERD:  Okay.  And so then on page 43 you say "no replacement is proposed in the next five years", and I didn't find anywhere what you were going to do about that one.  All the other ones seem to be fine.  They seem to be healthy except that one.

MR. KLAJMAN:  Yes, I think Amber MS is one of our older stations.  It's also lightly loaded, and so that is an element of balancing a risk.

MR. SHEPHERD:  So you can just let that run, and if it fails it fails, because nobody is going to be hurt by it.

MR. KLAJMAN:  That's correct.  We have two transformers there.

MR. SHEPHERD:  All right.  You have a failure probability in -- for station circuit-breakers on page 52.  Do you see that -- there's a table -- Figure 28 is a hazard grade.  Do you see that?

MR. KLAJMAN:  Yes.

MR. SHEPHERD:  And you say right after, "[these] curves fit the failure experience of other utilities with larger populations", and I wonder, do you have a comparison that shows the benchmarks, this data, to other utilities?

MR. KLAJMAN:  I'm not aware of that.  My interpretation of that would have been stated by Kinectrics in their initial report.

MR. SHEPHERD:  Oh, okay.  So this is not necessarily your words; it may well be Kinectrics'?

MR. KLAJMAN:  That's correct.

MR. SHEPHERD:  Okay.  The next -- I'm still on station circuit-breakers, not because I like them all that much, but -- or would even recognize one if I saw one.  Page 54 of this report, 54 of 117, there is a figure 32, which shows a really big number for economic replacements in 2012.

Can you tell me what you actually did in this area in 2012, how much you did?

MS. CUNNINGHAM:  I can't tell you with certainly.  I'm just going from memory, but my recollection is we did at least one station.  We may have done two stations.  So this report had suggested, as you can see, quite a few numbers of -- based on the health index.  We decided to spread it out over some time, considering affordability and considering, in our opinion, risk, and so we certainly did not do as much as what is stated in that particular -- and so a couple stations would have been in the one-and-a-half to 2 million range.

MR. SHEPHERD:  Okay.  So it was a small percentage of what the model says that you should probably do, but the reason is because it's too lumpy.  You have to spread it out.

MS. CUNNINGHAM:  That's what we've done, and that's why we're still continuing in the '14 budget to do that.

MR. SHEPHERD:  And so the model actually would have suggested you wouldn't have done much of this in 2014, but you've actually included in your budget and is increasing your ICM, right?

MS. CUNNINGHAM:  That's correct.

MR. SHEPHERD:  The next one I have a question about is -- I'm just looking for the heading.  The section starts on page 55, "230 kV switches", and ends on page 62.  And you say that there's one that should be replaced due to obsolescence.  And my only question -- and then I assume that that was done in 2012, right?  This is on page 62.

MR. KLAJMAN:  I don't recall it being done.

MR. SHEPHERD:  Oh, no?  So is it in the budget now?

MS. CUNNINGHAM:  We would have to confirm.

MR. SHEPHERD:  Okay.  Can you let us know?

MR. MACDONALD:  May be able to -- might be able to confirm that before we leave here today.

MR. SHEPHERD:  Okay.  And here's the reason why I'm asking that.  I'm not actually trying to run down $70,000.  I understand it's a relatively small number for PowerStream.  But I was surprised that this section didn't have a table of the reading, the health index, for the 22 230 kV switches.  In other areas where you have a discrete number of assets of a particular type, you have in the report a table that shows the health index of each.  We just talked about one.  And you didn't have one here, and I wondered why not.  I would have thought that for 22 switches you would have done that.

MR. KLAJMAN:  That's a very good point, and we will be doing that probably next year.

MR. SHEPHERD:  Okay.  I don't think I need an undertaking for that, because it's a small number, but if you could let me know, that would be very useful.

My next question is on page 78 of this, and this is on station reactors.  And my question is really a simple one as to semantics.  You say in the second paragraph "no risk-based planned replacement program is recommended".  I take it that means that these assets are operated on a run-to-failure basis, because there's no material impact on anybody if they fail.

MR. KLAJMAN:  That's correct.

MR. SHEPHERD:  Thank you.

Then I'm looking at the planned switchgear replacement program, and I'm at page 98.  And this, as you recall, we were talking earlier about the wood poles, and we can see here that in fact on an emergency replacement basis and on a planned basis you're replacing 43 of these units every year.  And since you have, what, about 1,700 of them.  That implies a 40-year life, right?

MR. KLAJMAN:  Yes.

MR. SHEPHERD:  All right.  And is that, 43 a year, is that a change from your previous pattern?  Because I see that the next page you have a table that goes from 2011 upwards.  And it looks like you have a pretty steep trajectory of increasing your replacements.  I mean, you are going from -- in ten years you are going from 37 to 77 per year.  That implies that you hadn't been replacing enough in the past and you have to catch up.  Is that fair?

MR. KLAJMAN:  That's what the model results indicate.

MR. SHEPHERD:  Because the other possible explanation for this is that your installation pattern of these is also steep because of growth or something like that.  That's not the reason here, though, right?  The primary reason here is that you should have been replacing more in the past and now you are getting it back on track?

MR. KLAJMAN:  Yes, we've recently instituted the ACA program.  We've got switchgear in the demographics that are older that are moving along the line, and we do need to proactively replace them.

MR. SHEPHERD:  Okay.  But I guess this is increasing at, like, 10 percent a year, and presumably your installations in the past didn't increase at 10 percent a year.

[Witness panel confers]

MS. CUNNINGHAM:  If I can talk about what I think you're asking about, you're right.  You can see that those numbers are increasing, and I think it's combination of two things -- recollection, one is because if you go back to the age of when some of those assets were actually installed, it is -- there was an increasing asset base that was actually installed through those particular years, so you are going to get some more failures.

MR. SHEPHERD:  That’s a little bit of it, but it's not 10 percent a year.

MS. CUNNINGHAM:  No, so it's a combination, right? It’s a combination of that, but it's also a combination because we hadn't been replacing at perhaps optimal levels, is there's perhaps a little bit of a catch up that is happening there as well, which at some point will stabilize itself.

MR. SHEPHERD:  All right.  Then the last question I have on, the second-last question I have, still on the same chart, you have raw failure, projected failure, and planned replacement, and I actually thought that the black bar was supposed to be the addition of the other two.  But a apparently it's not, because they don't actually add up. 

And I don't then understand what is it that you're showing in total, because you're only -- like, for example for 2013, you're showing projected failures of 44 plus planned replacements of 20.  But you are saying in your evidence that you're only going to have 23 replaced on the basis of emergency replacements. 

So I can't get it to work.  Help me. 

MS. CUNNINGHAM:  I don't think there was an intention for those to add up.  But I think it's a case of you sort of got your raw failure quantity, and if you didn't do some replacements, the planned replacements, then you would have a projected failure quantity, and they wouldn't necessarily add up.  There wasn't an intention for them to do that.

MR. SHEPHERD:  Then if the projected failure quantity -- let's take 2014, for example.  Projected failure is 49, plus you’ve got 20 replacements, so 69.  So that would be 69 that you are replacing in 2014. 

But I take your evidence to be there’s going to be 43.

MR. KLAJMAN:  Maybe I can answer it a different way;  I'm not sure. 

The typical life expectancy, according to Kinectrics report, is somewhere between 30 and 85 years.  So it's not going to definitely be 85.  Let's use 30 as the number.  If our population is around 1800, and you divide that by the 30, we're probably replacing at about 1.6 percent a year.  And we're doing 30 switchgears for 2014, and that number roughly replaces the failure rate.

MR. SHEPHERD:  So you are doing 30?  I thought you were doing 43.

MR. KLAJMAN:  No.  The 43 is in the model results, in the ACA report.  The evidence on G-3, page 5 of 7,  PowerStream proposes that 30 switchgears replaced in 2014.

MR. SHEPHERD:  That's in the planned replacement?

MR. KLAJMAN:  Yes.

MR. SHEPHERD:   But you are still going to have to replace all the projected ones, the failures.

MR. KLAJMAN:  On an emergency basis.

MR. SHEPHERD:  Yeah, so then that means that in 2014, you are going to be 30 planned plus 49 failed.  79; that seems like a lot.

MR. KLAJMAN:  It does seem like a lot.  But I guess what I'm trying to articulate is the fact that the  Kinectrics report is using the mathematical approach to finding those, and we're looking at a proactive replacement based on the health index.

MR. SHEPHERD:  Understood, but the Kinectrics report  -- this report in fact says that your planned replacement is 20 in 2014, and you are now telling me is 30 -- which I should have checked in the evidence before I asked this question.  So that makes it even worse. 

There is something I'm missing here, and I don't understand. 

[Witness panel confers.]

MR. KLAJMAN:  If we can confer with our experts during the break, we can get back you to after that.

MR. SHEPHERD:  Wonderful.  Then my last question is a much simpler question.  On page 100 of 117, you have for wood poles a replacement cost of $12,000.  Is that your actual internal number for replacing wood poles as an average of some sort, or is that just a number used for planning purposes in this ACA?

MR. KLAJMAN:  In appendix G-1, page 3 of 5, we break down some typical costs, and table 2 details a breakdown of three circuit tangent pool for $12,000, and that’s the value that we're using.

MR. SHEPHERD:  Thank you.  That's all the questions I have.  Thank you for your patience. 

MS. HELT:  Thank you, Mr. Shepherd.  Perhaps at this time, as there is only Board Staff left to ask some questions, we can take the morning break.  This will give PowerStream an opportunity to deal with the two questions raised by Mr. Shepherd; one being the most recent one and the first question, I believe, dealt with the switch replacement costs for 2012 and if that amount is in the capital budget for this year. 

And then I believe Board Staff will have maybe 20 to 30 minutes of questions to ask.  So we'll break now.  How long do you think you'll need, Mr. Macdonald?  Fifteen or twenty minutes?

MR. MACDONALD:  I would like to get the answers to those two questions, so can we do that in the next ten minutes?

MS. HELT:  All right, so then we'll come back at ten to eleven.  Thank you. 

--- Recess taken at 10:33 a.m.

--- On resuming at 10:57 a.m.

MS. HELT:  We'll resume now.  Mr. Macdonald, I understand you've had an opportunity for your -- for PowerStream to actually look into the questions provided by Mr. Shepherd earlier, and you have some responses?

MR. MACDONALD:  Yes, we have responses to both questions, so I'll go to my colleague -- or to answer the questions.

MR. KLAJMAN:  Okay.  With respect to the 230 kV switch, that was replaced in 2012.  I can confirm that.  And with respect to the switchgear, let me see if I can try and articulate it somewhat.  The figure 81 with the increasing red bar, projected failure quantity, is the mathematical result of the ACA model that Kinectrics did.  And in interrogatory response to the SEC question, 12-1 on page 58 of 106, there's a table that shows the switchgear failures for the past years, and so in 2012 there was 24 and year-to-date in 2013 there's 25.

So really, the sum of the 25 that failed, if we assume that's going to happen next year, plus the 30 that we have projected, is 55.  And so that is approximate to the 49 that would fail.  So if we didn't replace them we could expect that failure rate to happen.

So really what we're trying to do here is the number that seems to be failing is what we're replacing.  We're trying not to have the curve continue to go up with respect to the switchgear failures.

MR. SHEPHERD:  Thank you.

MS. HELT:  Mr. Vetsis, you may proceed with your questions.
Questions by Mr. Vetsis:

MR. VETSIS:  Okay.  I've already handed over a -- this question here I'm asking on behalf of Shelley Grice of VECC, because she couldn't join us today, so I've already provided the tables to everybody here.  So I just thought I'd --


MS. HELT:  Mr. Vetsis -- perhaps you can refer to the table for the purpose of the transcript.

MR. VETSIS:  Oh, yes.  Just for description purposes, Shelley has provided a table that outlines the different categories of other non-discretionary spending for – or capital additions, I should say.  These categories are customer-service work, third-party infrastructure development, mandated service obligations, emergency replacement, and information communications.  And she's provided columns for 2014 proposed as of September the 6th, the 2013 forecast, as well as the 2013 column 2 reference.  I'm not 100 percent sure what that refers to, I'm embarrassed to say.  And comparing the responses to the Energy Probe IR No. 3, a fourth-quarter forecast for 2013, as well as the 2013 Board-approved non-discretionary capital additions.

So her question was, first of all, for PowerStream to confirm the numbers shown in the table, and regarding the 2014 proposed other non-discretionary spending from table 4-2, from evidence, page 14, the table below shows proposed 2014 capital additions from evidence, as well as 2013 capital additions as at September 6th, 2013, compared to up to the update of the 2013 quarter -- fourth-quarter forecast, as per Energy Probe IR No. 3.

VECC is asking, please explain the nature of the variances in capital additions for the 2013 forecast, as of September 6th, 2013 evidence, as compared to the November 29th, 2013 IR update.

MR. MACDONALD:  Given the nature of the question and dealing with the variance explanations, we'll do an undertaking for this, if we could.

MR. VETSIS:  Okay.

MS. HELT:  So Undertaking JT1.3 will be to provide a response to the VECC question which has been read out by Board Staff.
UNDERTAKING NO. JT1.3:  TO EXPLAIN THE NATURE OF THE VARIANCES IN CAPITAL ADDITIONS FOR THE 2013 FORECAST AS AT 6 SEPTEMBER 2013 EVIDENCE, COMPARED TO 20 NOVEMBER 2013 IR UPDATE

MS. HELT:  I would also just like to confirm, is this a document that was recently just forwarded by Ms. Grice?

MR. VETSIS:  Yes, it was e-mailed to me.

MS. HELT:  So perhaps we should mark this as an exhibit then, just for the purpose of the record, and this will be then marked as Exhibit KT1.1.  Thank you.  
EXHIBIT NO. KT1.1:  E-MAILED QUESTION FROM SHELLEY GRICE

MR. VETSIS:  Jay has actually done a really good job of covering off a lot of my questions, so hopefully I won't be taking up too much of your time.  I will sort of move on.  I would like to go back to some of your -- the discussions in response to Board Staff Interrogatory No. 6.  Discussions were kind of around that Optimizer tool, how initially projects would be valued sort of -- or scored based on value and risk and put into the tool.

I'm not sure if sort of -- I may have missed it if it was discussed, but -- so we have sort of -- you say it's not quite necessarily as simple as sort of taking those scores initially and using that to prioritize, because of all the calculations that go into the Optimizer.

If there was -- if sort of the Board were to approve a subset of projects, and you would have to sort of make a decision, could you use those values for what has already been include -- run through the Optimizer and been approved type of thing?  Could that kind of be used as a proxy?  So as opposed to sort of providing an overall list of everything, just of sort of the things that have made it through the calculation.

MS. CUNNINGHAM:  I'm not sure if I'm understanding you correctly, but I'll give this a try.  You know, if you -- whatever the results of this proceedings, we will then go back, and we will put a -- we'll use the same scores, if you will, on projects, and we'll go back and take a look at what the results could be if -- at a new optimization level, but we will still as a team have some discussions as to what we will -- actions we will take, given the nature of whatever the results are.

MR. VETSIS:  So essentially sort of -- and I'm just sort of kind of guesstimating here, but let's say there was sort of some specific projects that were mentioned.  Obviously those would sort of become fixed in whatever the plan is, and you would sort of talk around whatever fills in the gaps around it.   Am I understanding that correctly, or am I completely misunderstanding?

MS. CUNNINGHAM:  So if you came back and said that, We agree with X projects that they should be undertaking, then we would fix those, in my mind.  But the pieces that you would say you want us to take a look at, perhaps not completing or whatever -- and I'm just supposing what instructions you may give us as a result of these proceedings -- we would then go back and put what we can through the tool and take a look at the results and then have discussions and decide what our steps are and actions are.

MR. VETSIS:  All right.  I guess we'll move on to sort of the response to Board Staff Interrogatory No. 8.  The question was discussing the cable remediation program.  I probably should have tabbed this before I came.  It's page 19.

In response to the question, PowerStream states that the current design and construction standards, any replacement of direct buried cable will be installed in duct, and that's for all types of basically primary cable feeders.

MR. KLAJMAN:  That's correct.

MR. VETSIS:  Now, on appendix G-3 of the application, I think page 3, PowerStream states "Distribution transformers..." -- and I realize we're talking about different asset types here, but:

"Distribution transformers feeding residential customers typically have minimal reliability impact upon failure.  As such, utilities generally operate residential distribution transformers to failure due to the small per-unit residential impact."

So it appears in that situation you've sort of taken a look at sort of the impact on the customers and designed sort of accordingly.  Perhaps -- or -- yeah.  So out of -- given sort of that the impacts are lesser for, I guess, residential customers, why sort of the -- what are sort of -- why sort of bury all cables in ducts, even sort of express feeders, cables going through subdivisions.  There would be residential customers only.  And sort of an aside to that, what would -- actually, I'll start with that, I guess. 

MR. KLAJMAN:  To that point, when you place a cable in duct, you are getting a couple of advantages.  First you do get some mechanical protection against dig-ins, which can happen through contractors or homeowners.  And if there are cable failures, it's easier to replace that cable.  You can pull the old cable out, and pull the new cable in; it's much simpler. 

And that doesn't -- that sounds a bit trivial, but we've talked about cable failures and the amount that happen.  And typically, also what happens is over a subdivision, people put interlocking in, sometimes they put concrete in, or there's bushes.  If you do have to -- if you just direct bury it and you have to repair the faults, your restoration costs and time and everything else are much greater.  So it's advantageous to do it in duct.

MR. VETSIS:  Just from a cost perspective, what is sort of the difference between the two options?

MR. KLAJMAN:  The premium to put it in duct is approximately five percent.

MR. VETSIS:  As a ballpark figure of the costs you are seek here cable replacement in terms of installing new table, what percentage would you say would kind of be going through -- just as a guesstimate, would be sort of going through residential subdivisions?

MR. KLAJMAN:  I would have to check the project list.  I think that for 2014, the primary areas is industrial-commercial, because those where our heavy failures are.  So it's predominantly not residential.

MR. VETSIS:  Staying on the same topic, the remediation program, I think in response to SEC Interrogatory No. 11, you had discussed the cable injection program a little bit. 

Let me see if I can find a page number for you.  It starts at page 53.  I think you -- basically, I was just trying to get a little bit more feedback.  You mentioned in appendix D, I think, a five-year capital plan, and I think there had been some kind of a trial for cable injection in, I think, like 2009 and then -- and so there was a decision to sort of move forward, and it discussed a little bit some research that had been done, in terms of using it as a viable option.

MR. KLAJMAN:  Yes.

MR. VETSIS:  I was just wondering, maybe hoping to hear just a little bit sort of about some of the nature of the research you conducted, and sort of how similar the -- I assume it would have been -- well, actually maybe we can talk about and answer that part first, and then I'll move on. 

MR. KLAJMAN:  Our experience in the pilot was very positive.  The injection process worked very well.  For both the field staff from the contractor and our field staff, it was a very positive experience.

MR. VETSIS:  In terms of the research you had used before determining this approach, how similar were the sort of other trials, in terms of just the nature of the configuration and distribution system -- the number of tap points, that type of thing, or even weather conditions.

MR. KLAJMAN:  I think those are all -- yeah, they had all had an impact on the process.  I'm not sure what you are driving at.

MR. VETSIS:  Oh, I just -- it's starting to take up sort of a larger portion, using this technique, of the budget. 

MR. KLAJMAN:  Yes.

MR. VETSIS:  And I'm just sort of trying to assess, in terms of getting a feel of what's driving -- based on discussions with some sort of staff here with technical backgrounds, the results of research hadn't been sort of as optimistic as had been presented or discussed.

That's why I'm curious to sort of -- when you are looking at what's been tried elsewhere, were sort of considerations to similarities -- did you consider similarities of situations?

MR. KLAJMAN:  I believe so.  A cable injection review was done a couple of years back.  I believe we had presentations from two vendors, who had considerable experience doing injection in a number of different jurisdictions with considerable success.

MR. VETSIS:  That should be good for that.  The next one is pretty simple, but just sort of to clarify. It's just in response to Board Staff Interrogatory No. 12.

In the response, I think it asked -- noted that the billing determinants provided in the ICM, in calculating the growth primers for the ICM rewriter model didn't match the 2012 triple Rs. 

Actually here let me -- page 28?  Yes, page 28.  And you noted the reasons why for that, and one of them was that billed customers and connection values are based on the average customer values for the January/December period, while the billed customer values are year-end numbers.

And then in terms of the billed kilowatt hour, kilowatt values, you state the values in the incremental capital work form represent 2012 actual final consumption demand figures as based on the final run of unbilled revenue accruals, while billed kilowatt kilowatt hour values in PowerStream's 2012 triple-R filing represent the 2012 actual consumption demand figures, as based on the first run of the unbilled revenue report.

Could you mind sort of clarifying the kind of difference?  I didn't quite fully understand the difference in terms of kilowatt/kilowatt hour figures.

MR. BARRETT:  Yes, it's a simple clerical error.  Actually, we looked into it after getting your question.  We determined that the spreadsheet that we used to do the RRR reporting, and pass it on to the person that does the RRR reporting, the link had not been updated. 

So basically, we get preliminary results.  We run an unbilled process for unbilled quantities, because it's cycle billing and there's always considerable unbilled quantities. 

Obviously, closer to the year-end, there's a lot of estimated data.  Closer to the audit, we did a second run which has a lot more actual consumption data in it at that point, so it tends to be more accurate, and we book that.  

Unfortunately, we did not update the link in the spreadsheet.  The spreadsheet data that we hand in for the triple R reporting was still looking back at the file with the preliminary numbers, and not the final numbers. 

We have taken steps now to correct the RRR data.  We were requested to open that up, and we will correct that triple R data.

MR. MACDONALD:  We sent an email to the Board yesterday, when we got your letter and looked at your question.  So as Tom said, we've asked the Board Staff to allow us to go into to the triple R filing and make that correction.  So it's just a data error, which we are in the process of correcting.

MR. VETSIS:  Okay.  And essentially, the correct values are what's currently in the model itself?

MR. BARRETT:  Right, that's based on the final unbilled run, which is more accurate because it has more accurate consumption in it.

MR. VETSIS:  Now, on that same sheet, typically the instruction is to use the -- for customer numbers and connections, to use sort of the values reported in the triple R, which are year-end, if I recall correctly.

MR. BARRETT:  I'll have to open up that sheet, but the model compares it to the 2013 bill quantities, which were used in the 2012 cost of service.  Obviously, for that purpose, the accepted methodology is to use the average customers during the year to calculate the revenue. 

So for consistently, the 2012 data was done exactly the same way.

MR. VETSIS:  Okay, that's all I need to hear.  In response to SEC Interrogatory No. 3, page 43 of the IR responses, did I get -- it appears I might the wrong reference here.

There was a question -- I think you were asked sort of the -- how long the rate riders would be in effect, and then the response was 2014, possibly 2015 or longer.  I just wanted to get clarification at some point at the end of the process there will be a set of rate riders approved, and they will say some form of statement as to effective date, the intent of what's being proposed is that the ICM rate riders will be in effect until your next cost-of-service optimization, or that they will have some other expiry date.  I'm sorry, I think I messed up the reference to the IR.

MR. BARRETT:  I understand you that the rate riders would be affected until next cost of service.  I don't know if that's a choice.  I thought that's just the way it works.

MR. VETSIS:  Well, exact -- I just wanted to confirm, just because obviously I've noted the wrong question here, but --


MR. BARRETT:  I think the question referred to asked us how long -- we interpreted, how long will those rate riders be in effect is, when will you be doing your next cost of service, and I think Mr. Macdonald's already stated that we're currently working and planning towards a January 1st, 2016 custom IR.

MR. VETSIS:  Okay.  All right.  In response to VECC Interrogatory No. 2, VECC had asked you to provide a table, page 68 of the IR responses, provide a table indicating which of the five THESL criteria applied to each of the projects that you've requested -- each of the non-discretionary projects.  And I was wondering if you could perhaps elaborate on the rationale for -- the information and communications systems project you list existing or imminent capacity shortages, as well as material increased, and the cost of the project is necessary but undertaken at a later time.  Perhaps just elaborate a little bit on how those two apply for this particular project.

MS. CUNNINGHAM:  Yes, so we -- when we mark the Xs, information communication systems, it's made up of a few subsets of projects, so we mark the X based on sort of the major piece, if you will, so it's in terms of alignment.

With respect to the capacity shortage, we actually score our own projects.  We consider capacity, but we consider capacity in two regards.  One is the system capacity, in terms of the distribution system to be able to service the electrical load, but we also consider capacity as it relates to our information technology systems.

So for instance, I know one of the projects is -- within that category is to upgrade our ERP system, J.D. Edwards, and part of that is from a capacity perspective, because we've been adding on some new applications on top of it, and so the speed's starting to slow down.

So from a capacity we're looking to increase so the speed gets faster.  So that would be an example as to why we've picked capacity for information technology.

With respect to the material increase in cost, I'll use that as a similar example.  You know, we're looking at, all these projects have risks attached to them, and with respect to those risks, there can be -- there may be costs in 2014 or '15 if we don't undertake the projects.  And as an example, that one would be -- similar example is, the current version's old enough that we were starting to lose support with the vendor, so for -- if we need support we're going to have to go to other resources, which we anticipate costing us more.  So that would be an example.

MR. VETSIS:  Okay.  Oh, I have one more... My apologies here.  I'm just trying to jump around what Jay has covered already, and...

MS. HELT:  Take your time.

MR. VETSIS:  Actually, about -- one thing I just -- just for some personal clarification, because at this point there are so many numbers flying around it's -- I just want to make sure I understand the difference between all of them.

Appendix D, the -- I believe it's page 5 -- has a table of funding requirements.  It shows a grand total of basically 54 million at the bottom of the table for 2014.

I just want to clarify, is this in service, or is this just in general capital, or just general spending?

MS. CUNNINGHAM:  So this particular report is the -- so the ten-year plan for the distribution system capital that's required.  So it's only a subset of the capital that's required for PowerStream, and for the most part it's in service.  I would have to go through in detail.  There's likely a couple projects in there that may not be in service.

MR. VETSIS:  Similarly, I think page 22 of appendix B.  Just -- and make sure I'm understanding it correctly.  So this -- earlier you said it was a subset -- the prior report was sort of a subset of capital spending.  This would probably be a projection for overall complete?

MS. CUNNINGHAM:  Sorry, can you clarify which appendix?

MR. VETSIS:  Oh, right now we're looking at appendix B, page 22.  For 2014 it shows a value of 129 million, approximately.

MS. CUNNINGHAM:  Yes, sorry, we were looking at the wrong appendix.  Yes, with this -- this is the entire portfolio for the corporation, yes.

MR. VETSIS:  And same thing, this is just overall spending, or is this in service?

MS. CUNNINGHAM:  This would be overall spending.

MR. VETSIS:  Sorry, I just -- that's all I want to clarify, those particular two values.

Would anyone happen to remember the interrogatory number where there is a reference to about $69 per for the installation of the -- for cable injection?

I have written down SEC Interrogatory No. 11, but I don't see that value anywhere.  Sorry?

MR. MACDONALD:  It’s VECC 7, page 74.  Page 74 behind 6, line 1270.

MR. VETSIS:  Page 74, okay.  You mentioned in your response the current estimate is outside of the range.  You discuss a little bit how the main areas for cable injections proposed this year are commercial-industrial.

Were there similar – I’m just curious.  This cost per metre is similar to year 2010 spending,  I just want to know sort of if, in that year, you had sort of a similar split where it was predominantly commercial and industrial areas, and why that would be more reflective of what you are estimating for 2014.

MR. KLAJMAN:  I can't say with certainty that there was a -- what the split was between residential and commercial.  But that was an initial year of us doing it, so there’s probably some early days, or potential inefficiencies in the process.

MR. VETSIS:  Okay.  In that case, you mentioned some of the factors that result in the higher cost.  I was wondering if perhaps you could discuss sort of how the estimate of turning those factors into the actual dollar difference, what kind of historical data has been used for that.

MR. KLAJMAN:  In the industrial commercial areas, the design is different than in the residential.  There are other considerations, such as customer outages.  We know in these areas, we can only do them on weekends it and drives costs up.

In these areas, there could also be a number of failures that have been repaired and spliced over the years.  If we have too many splices, then that can increase costs as well, if there’s more splices to repair.  And we have to be cognizant of the switching rooms and the procedures that are required around those rooms when we are isolating things to prepare to inject, and those costs typically drive the -- will drive the base cost up.  We also have the issues around whether or not we're under boulevards or sidewalks, with respect to splicing.

I think that's generally covering it.

MR. VETSIS:  I think then -- from my perspective, I think that should be it.

MS. HELT:  Thank you, Mr. Vetsis.  So there are no further Board Staff questions, and unless there's anything else from anyone that will -- Mr. Macdonald?

MR. MACDONALD:  I was going to say nothing from Powerstream.

MS. HELT:  All right, terrific.  Mr. Shepherd, I take it there is no other follow-up?

All right, then.  Thank you very much, everyone.  There are just a few undertakings, so I take it they will be answered in due course.  I do know that Ms. Grice did send an e-mail prior to today's technical conference indicating that VECC wouldn't be participating.  She subsequently provided Mr. Vetsis with a question to read in that you are going provide an answer to, and we'll just see what flows from that and take that as it comes.

So unless there is anything further, everyone have a safe drive home and thank you very much.

--- Whereupon the conference concluded at 11:33 a.m.
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