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--- On commencing at 9:41 a.m.

MS. LEA:  Can we begin recording?


Thank you.  Thanks very much.  This is the first day of a technical conference for the Hydro One Distribution case, and I wonder if Mr. Rogers would like to begin.


MR. ROGERS:  Yes.  Thank you very much.


First, my name is Don Rogers, and I represent the applicant in this case, and with me at the table there are several people, but I will just introduce Ms. Lisa Lee, who is regulatory advisor, who is assisting me.


I thought it might be useful just to outline how we have tried to organize today's affairs, Ms. Lea.  I have arranged for two panels to be here.  The first panel is in the room now.  I will introduce them in a moment.  The idea is that they will try to answer questions dealing with essentially issues, for the most part, 1, 2, 3, 4, 5, and 6.  Now, there's some overlap with issue 2 dealing with customer service which I will talk about in a moment.


I am going to say that we received indications from various parties as to questions they were going to ask in accordance with the Board's order.  Everybody's been very busy.  I appreciate that.  Some of the lists of questions are really kind of generic, issue 1, 2, 3, and 4, so it's been very difficult to try and organize for today.


We have tried to bring the witnesses that we think can answer questions.  This is a technical conference.  We thought it was intended to ask technical questions arising out of the interrogatory process, and that's been sort of the focus of the preparation today.


Now, the first panel -- I should say the second panel -- I should continue this.  The second panel, which I have available today -- they can come mid-morning if things move along briskly -- will deal with -- essentially, with issues 6 and 7.  They will deal with cost-allocation issues, load forecast, human resources, and questions dealing with those issues.
HYDRO ONE NETWORKS INC. - PANEL 1


Sam Amodeo

Paul Brown

Susan Frank


Glenn Scott

Samir Chhelavda


Perhaps it would be useful just to tell you who these witnesses will be as well, as many of them will be known to you.  Panel 1 today, we have -- perhaps I will introduce them to you just while I'm doing this.  To my immediate left is Mr. Sam Amodeo, and Mr. Amodeo is manager of productivity at Hydro One.   Next to him is Mr. Paul Brown, director, distribution asset management.  In the middle is Ms. Susan Frank, who is known to you all, I think.  She is vice-president and chief regulatory officer of the company.  To Ms. Frank's left is Mr. Glenn Scott, director, business planning and decision support.  And finally, to his left is Mr. Samir Chhelavda, who is director, corporate accounting and reporting for the company.


Now, just continue with this, if I could, for the second panel this aft -- or this morning or this afternoon, we have arranged for four witnesses.   The first is Mr. Keith McDonell, who is director of human relations (sic) operations.  He's testified here several times and will deal with questions of staffing and so on.  Mr. David Adams, who is customer-care director for the company, dealing with questions of customer satisfaction and customer input and so on.  Mr. Stan But, who is manager of economics and load forecasting, and as well Mr. Henry Andre, who is manager of distribution pricing.  They will be on the second panel.


So as I say, the witnesses are available.  They will do their best to answer the questions.  I think we will have more success with those for answers for technical questions which are provided to them in advance, because they have had time to prepare for those, but they will do their best to answer all questions this morning.


Thank you.


MS. LEA:  Do you have any preliminary questions for your witnesses, Mr. Rogers?


MR. ROGERS:  No, I don't, thank you.


MS. LEA:  Okay.  So who wants to begin?


MS. GIRVAN:  Should we do appearances?

Appearances:


MS. LEA:  Yes.  I guess that is probably a good idea.  Do we generally?  Great.  So let's start with appearances.  And since I see Mark Garner at the back there, why don't we break with tradition and start with the back row and move along the front.


MR. GARNER:  Okay.  Then I will be Mark Garner for VECC, if that suits you.


MS. LEA:  Thank you very much.


MR. HARPER:  My name is Bill Harper.  I'm also here on behalf of VECC.


MS. GIRVAN:  Julie Girvan for the Consumers Council of Canada.


MS. GRICE:  Shelley Grice for the Association of Major Power Consumers in Ontario.


MR. DUMKA:  Bohdan Dumka for the Society of Energy Professionals.


MS. POWER:  Peggy Power for the Society of Energy Professionals.


MR. YAUCH:  Brady Yauch, Energy Probe Research Foundation.


DR. HIGGIN:  Roger Higgin for Energy Probe.


MR. STEPHENSON:  Richard Stephenson, counsel for the Power Workers' Union, and with me is Alfredo Bertolotti.


MR. RIVERA:  Dionisio Rivera, representing Sustainable Infrastructure Alliance.


MR. RUBENSTEIN:  Mark Rubenstein for the School Energy Coalition.


MR. MCGEE:  John McGee, representing FOCA.


MR. CHESHIRE:  Bill Cheshire with Balsam Lake Coalition.


MR. COPES:  Nicholas Copes, Balsam Lake --


MS. LEA:  No, you turned it off.  Try again, Nick.  Turn the mic on.


MR. COPES:  Nicholas Copes, Balsam Lake Coalition.


MS. LEA:  Thanks.  I am Jennifer Lea for Board Staff, and with me are Leila Azaiez, Harold Thiessen, Ceiran Bishop.


MS. BLANCHARD:  And I am just calling in, but it is Emma Blanchard on behalf of Canadian Manufacturers & Exporters.


MS. LEA:  Thanks, Emma.


MS. BLANCHARD:  Thanks for accommodating us.


MS. LEA:  All right.  Back to my question, which was perhaps a little premature.  Who wishes to begin?  Staff can, but we do not have every single question for this panel completely prepared, so I will need -- I can go for a while, and then other people have to come in.


MR. ROGERS:  Well, do it any way you like.  I know the Staff did send some technical questions which were quite specific, so I think they prepared some answers for some of these questions at least, but do it any way you like, Ms. Lea.

Questions by Ms. Lea:


MS. LEA:  Okay.  Hearing no volunteers then I will proceed.


On Thursday, in accordance with the Board's procedural order, we sent you some questions, which included a list of interrogatories only at the top; and then on Friday, late in the day, we sent you specific questions dealing with the RRFE interrogatories for at least some of those.


How would the panel like to begin?  Do you wish to just start at 1.01 and go from there, or how would you like to proceed?


MR. ROGERS:  That's fine.  I think the questions that were sent late Friday afternoon, I don't think they came to the attention of some of the witnesses until this morning, but they're knowledgeable, and they will do their best to answer your questions.


MS. LEA:  All right.


MR. ROGERS:  So start at the beginning, and we will see how we go.


MS. LEA:  All right.  So do you have -- I will read the questions to you, of course, for the benefit of the record, but if you have the document entitled "questions related to RRFE interrogatories", the first interrogatory that I wanted to ask you about was Exhibit 1, tab 1.01, schedule 2, and it's the Sustainable Infrastructure Alliance Interrogatory No. 2.  And there, in part (b), you have indicated that Hydro One has complied with the explicit formatting requirements of the Board's RRFE, to the extent that they did not compromise the accurate reflection of Hydro One's internal investment planning and reporting processes and decisions.


And the question was:  How would further compliance have compromised that accurate reflection of your internal investment planning, reporting processes, and decisions?


MS. FRANK:  First of all, I am going to ask my staff to please make sure they put up the IR questions on the screen.  We have that capability, and would you please put them up so everybody can see them as we do it.  Thank you.


MS. LEA:  Thanks.


MS. FRANK:  I think what we were talking about when we came to the feedback, in terms of the format, was our concern that we leave the format in terms of how we have organized the operational aspects of our business, the OM&A and the capital spend, the same categories that we have always used to allow comparisons to earlier applications.


It is how we manage our work.  It is how we report our work.  And we thought that if we changed that and went to some other format, it would both add complexity to our preparation and make it more difficult to do comparisons to earlier evidence.


So that really is the thing that we were concerned about.

In terms of all of the filing requirements, we have added pieces of evidence in the application this time that wouldn't have been there before.  And the two glaring examples of that will -- we have added information on the customer surveys that we have done, which we wouldn't have included before, and we have specific outcome measures that have been added in.


So we have tried to accommodate the new pieces, but the ongoing pieces, we have used the same presentation style.


MS. LEA:  And do you see that continuing into your next application?  Supposing that you are granted what you seek, would you begin to move more towards an RRFE-type filing?  Or do you see it as necessary to continue the consistency with your previous filings?

MS. FRANK:  Well, we actually checked with stakeholders when we were stakeholdering this application, and we had, I think, four opportunities to meet with them.  And at that time we talked about continuing on with the current format, and there seemed to be a feeling that that would be most helpful.


So I think we would check in the future to find out if circumstances had changed in theory.  It is five years from now, and five years, a lot of things can happen.

So I wouldn't -- I hate to predict as to what would be most helpful to intervenors and to the Board in terms of organization five years down the road.

MS. LEA:  Me neither.  Thank you.


Oh, by the way, if anyone wishes to jump in at any time, please feel free to do so.  I have no trouble with being interrupted.


I wanted to look then -- and this is a little bit out of order in terms of subject matter, but it follows the order of the interrogatories -- at schedule 101 again.  Schedule 5, it is a CME interrogatory, No. 4.

In the answer to that interrogatory where you were asked for the approximate value of a 300 basis points of equity return, you gave the answer that it would be about 117.6 million.


We were wondering if you could give us more details on how that figure was arrived at.


MR. SCOTT:  Yes, I can certainly do that.


MS. LEA:  Mic?

MR. SCOTT:  There we go.  Susan pushed the buttons.  Thank you.


[Laughter]


MR. SCOTT:  I will just leave that alone.


What we've done is we've taken the average rate base over the five years, which was about 7.2 billion.  We took the equity portion of that at 40 percent, which is about 2.9 billion, and the return on equity at 3 percent comes out to about 81 million.  The tax impact of that, at 26-and-a-half percent, is about 31 million.


So that adds up to the $117.6 million.

MS. LEA:  One moment.  Thanks.


And there's a -- the fourth question I sent you is a similar question, but this is in issue 1.04, schedule 6.  It is a VECC interrogatory, 26(d).


Here we have the figure of 20.7 million, and I was wondering if you could indicate how that figure was arrived at.  So this was the carrying cost of the rate mitigation plan that you are proposing; how was that figure of 20.7 million derived?

MR. ROGERS:  Ms. Lea, could I just ask you, perhaps slow down a little bit.  We are trying –- we're just working on this technology.


MS. LEA:  Sorry.


MR. ROGERS:  And you are so quick on the draw that it is hard to keep up with you.  So I think the witnesses are following you, but...


MS. LEA:  Yeah.  Okay.  So this is -- I am jumping to tab 1.04, schedule 6, VECC 26, and I am looking at part (d).


MR. ROGERS:  I think we have that now.


MS. LEA:  What is the forecast carrying cost of the rate mitigation plan, and the answer was 20.7 million.  I am wondering how that figure was arrived.


MR. SCOTT:  Okay.  I have again got that answer.  What we applied is the OEB-prescribed interest rate to the balance of the rate smoothing rider over the -- on an annual basis.  This was the rider that we have applied for.

MS. LEA:  Thank you.


So backing up then, one tab, so I am looking now at 1.03, schedule 1, which is a Staff interrogatory, 1.03.


This was a question about addressing any differences between actual spending against approved planned spending at the end of the term.  And a phrase caught our eye in the answer, in the second half of the answer.  It reads:

"In deference to the principle against retroactive ratemaking, Hydro One proposes that no adjustments be made during the five year term to reflect differences between actual spending and planned spending."


We didn't see why this would necessarily be retroactive.  Could there not be a prospective adjustment be made, if it was necessary?

And we also looked at another interrogatory.  I don't know which one you want to display, but that was in, again, issue 1.03, and it was schedule 11.  It was an Energy Probe interrogatory, No. 3.


And in that interrogatory, the reason I mention it is it appears that there, there are some reasons against adjustments.  I wondered if you could talk a little bit about whether retroactivity is really a bar, or whether the bullet points in part (c) of that interrogatory from Energy Probe -- which is schedule 11, Energy Probe 3, in tab 1.03 -- are the real reasons for not proposing adjustments.


Can you address this proposal, please?

MS. FRANK:  Yes, I can.  And I do think that the second interrogatory response that you set us to is the better one to look at, but first of all let me deal with the retroactivity question.


I guess it is a matter of method as to how the Board would make any decision about a prior period.  And our expectation would be they would not reset rates for the prior period; that would be most problematic.

MS. LEA:  When you talk about the prior period, you mean time that has already passed?

MS. FRANK:  Yes.


MS. LEA:  Yes, I understand.  Okay.


MS. FRANK:  So we certainly would feel that that would be not only problematic for the customers and getting bills of a true-up nature from a prior consumption, but also incredibly difficult for the company to administer it.


So retroactivity, we want to avoid.

Going forward, we would still -– and now I think you flip to the other response -- we still believe that it is inappropriate to change.  And what we did in here was, we looked at page 18 of the report, the RRFE report, where the idea was that the distributor was supposed to come up -- this was a five-year period.  It wasn't really supposed to be annual hearings, but to the maximum extent, live for the five years, put something forward, find out what the Board decides to do with the applicant's request, and then stay out.  I think that is really the direction.


We certainly agree that staying out for the five years, except for mechanical activities, is consistent with what the RRFE was expecting.

MS. LEA:  Can you give us a little more detail on the first two bullet points in that Energy Probe interrogatory?


You indicate that adjustments would be disruptive to the planned work programs and projects, which are multi-year and premised on the funding expectations, and introduce greater uncertainty into your business.

Well, perhaps I could just ask you the broad question, if you could address that.

MS. FRANK:  One of the big advantages that we saw with going with the five-year period -- and the Board set the five-year rather than us, but we adopted it and said:  Very good idea -- is that allows for a longer period in which to do the planning of work, to manage your staffing resources, to get the contracts with external providers.  And if you can do things over a five-year period rather than a one-year period, it is more efficient.

So each year, tooling up, tooling down adds costs.  You sign a five-year contract, you're going to get a better rate than if you sign a one-year contract.


So that's really the -- disruptive to the planning process.  We can also look at our prioritization and say:  This work is needed, but is it needed today or can we do it in year 2 or year 3 or wait all the way to year 5?


And Paul will later be able to answer more when we get into some of the details of the specific work, but why it is helpful to look over a longer period of time, you are more efficient in your planning, you are more efficient in the execution of the work.  And we think there's savings that happen from looking at the longer period of time.

So the uncertainty is we have actually built our business plan and we have come with an application on that basis.  It would change if you told us, no, you're only going to approve it for a year or two at a time.

MS. LEA:  And what if your own expectations about your own execution of the work don't come to pass?  Either you do less work than planned or more work than planned?

MS. FRANK:  And certainly in our distribution business you find that a lot of the work is demand or customer driven, or weather driven.


So there certainly is a possibility that we'll need to do more response to outages than we had anticipated.  And what we do in distribution is you do the work that is necessary.


So priority get customers on, we get them on when they have been forced out as quickly as possible.


If you look at our record over the past several years, we have been spending certainly at plan levels and often slightly more.  Our return has actually been below what the Board has allowed, in terms of a return.


Our expectation for this five-year period is, we'd stay out, and we would manage the work, making sure that the reliability of the customers was what the priority was, and we would spend what was necessary to get there.


MR. GARNER:  Susan -- Ms. Frank, do you mind if I interrupt Ms. Lea?  I guess we're all wondering the same thing with these IRs and in this line of questioning.  I think the scenario that goes through people's minds -- and I am sure it is the one you want to avoid, but the scenario that goes through a person's mind is, in a five-year period, suppose for the sake of argument you were to underspend on your capital, over-earn on your returns, due to that; and at the end of the five-year period then everybody is left with a utility coming in to then catch up on that spending, and there's been nothing during the five-year period for parties to address that problem, as I see the application.  You don't have anything that provides any comfort around that scenario.


And I understand your response is generally in your past history that hasn't been the case.  I think you have said that in a number of interrogatory responses that you are forecasting as being fairly accurate, et cetera, but nonetheless, there is that concern that in the five-year period you will have that problem.


So the scenario we often see or I have seen with other utilities is, at the end of a period they come forward and they have either not spent the money and then therefore want to spend it or they have spent it on other projects that, as you point out, have come up and need priority, and they come to the regulator saying, Because we did that, now we need to spend the money we told you we would spend before, but we need to spend that money now.

So there is no monitoring during the period?  I am not sure there is much of a question.  That is the concern, and we're trying to find what is in the application that helps to address that concern.


MS. FRANK:  Let me start with a few things that is actually in the framework that we're operating within, the Renewed Regulatory Framework.  And in that, actually, on page 20 of that document, it talks about, why would you terminate the rate-setting plan?  How would you go back and do something?  Because the expectation is that you will stay within what you have applied and what the Board approves for the five years.  However, what would change your mind?  And I think there is two.


There's one where the words actually are "significantly different from plan", so if the work turns out to be significantly different from plan, you would stop and you'd come back in.


Then the Board has also already determined what -- an off-ramp, when the application stops, and it is the 300 basis points that we talked about earlier that says if you are deviant from the Board-allowed return by 300 basis points you would stop the plan.


Just to put on the record the piece that, Mr. Garner, you spoke about, our history.  It is actually our response to VECC 76.  So it is tab 6.03, schedule 6, VECC 76, where we actually look back and said, how have we done in terms of our level of return?  Have we been over-earning?


When you look at this, we showed information back from 2010 to 2000 -- well, really '13 is actuals.  So when you see each year, we're under allowed returns by 1.39 percent, by 0.61 percent, by 0.72, and in 2013 by 1.65.


So I appreciate it is a concern.  I understand why it is a concern.  But I think we have both a record that demonstrates that we do what is necessary and let the net income take a beating if necessary, and the Board has processes where there are significant deviations, and then the final thing that always happens is, you come back in at the next plan, and people have a long memory.  So they will recall if there have been problems, and the consequences will happen in the following plan.


MS. LEA:  Thank you.


Now, I have several questions relating to the customer experience and communication with customers, that kind of thing.  Is this best for panel 2?


MR. ROGERS:  I think so.  I think that is Mr. Adams is probably best to deal with that, Ms. Lea.


MS. LEA:  All right.  So my questions about Staff interrogatory 8, 11, and 12 I will put off for now to panel 2.


I wonder if then we could look, please, at tab 2.02, issue 2.2, schedule 1.  This is a Staff interrogatory, and it is Staff Interrogatory No. 10.  And this was asking a question about Exhibit A, tab 19, schedule 1, page 4, and there's a table 2 there.


Our question included the question, which amounts, cumulative or annual, have been factored into Hydro One's OM&A and capital forecasts.  We weren't sure if that question had been answered here.  We were not completely clear as to exactly how these numbers had been factored into your forecasts.


So the first is, were they cumulative or annual?  And can you take us to the evidence that shows how these amounts were used as inputs?  And you will see in the question that I sent you Friday that I wondered if tab 2.03, schedule 6, VECC 42 provided that information, and I wasn't sure that that is where I should look, so can you help, please?


MR. AMODEO:  Yes, I will take that.  Yes.  You're correct.  VECC 42 does include the breakdown of the productivity savings by OM&A and capital and is included in the forecast.


MS. LEA:  So the first question that staff asked, which amounts, cumulative or annual, were factored into the forecast --


MR. AMODEO:  Cumulative.


MS. LEA:  Cumulative.  Okay.  Is your mic on, sir?


MR. AMODEO:  Yes.


MS. LEA:  Okay.  Sorry.  I was at the Indy yesterday.  It is probably my hearing.


MR. ROGERS:  Well, actually, Mr. Amodeo sort of had a makeshift table that doesn't have a mic.  He is quite far removed.


MS. LEA:  All right.  Thank you.  Not aging assets then.


So in VECC 42, can you please give us an example -- take one of these lines or however you think it best illustrates it for us, take us from that interrogatory and through the evidence.  I just need to understand this in a basic fashion.


MR. AMODEO:  Okay.  Can you bring up VECC 42, please?


MS. GIRVAN:  Can I just ask, when you're referring to the number, instead of VECC 42, you've got to do the issue as well, otherwise it is really hard to find it.


MS. LEA:  Okay.  So this is Exhibit I, and it is listed as tab 2.03.


MS. GIRVAN:  So that is issue 2.3.


MS. LEA:  Which is issue 2.3, that's right, and it's schedule 6, which is VECC, and it is No. VECC 42.  So it's Exhibit I, tab or issue 2.3, schedule 6, VECC 42.  I don't know where the zero came from, but that's --


MS. GIRVAN:  And you don't really need the "6", but anyway.


MS. LEA:  No.


MS. GIRVAN:  Okay.  That's fine.


MS. LEA:  Thank you.


MR. AMODEO:  Okay.  I have it up now.  Could you please repeat what exactly you want me to do with that table now, please?


MS. LEA:  I would like to understand how these numbers on this table end up as part of your forecast in the evidence that you filed.  So take us from this table into the evidence that you filed, please.


MR. AMODEO:  Okay.  So table 2 on VECC 42, you can see all the different categories of savings.


MS. LEA:  Yes.


MR. AMODEO:  Both historical and test years.  This table reconciles directly with Exhibit A, tab 19, schedule 1, table 2.


So this, in VECC 42, it is just a breakdown of the OM&A and capital, as opposed to just the total savings that are in the evidence.


MS. LEA:  Okay.  These are the productivity savings that you are indicating are already included in your application?


MR. AMODEO:  Correct.


MS. LEA:  One moment, please.  I am not the technical whiz here.


MR. GARNER:  Can you remind me what the -- I'm trying to put -- I have the same issue, and it was our IR, and I am just trying to put the other table up on my screen to compare it to this one.  Can you give me the reference to the original table?  Is it in B...


MR. AMODEO:  It is Exhibit A, tab 19, schedule 1, page 4, table 2.


MR. GARNER:  Thank you.
Questions by Mr. Thiessen:

MR. THIESSEN:  I just wanted to ask a question about that VECC 42 interrogatory.  And -- where almost all of the savings are in O&M.

MR. AMODEO:  Yes.


MR. THIESSEN:  There's very few savings in our capital.


If I could give a specific example, for instance, in pole replacement, if you find over this five-year period you are finding that the capital cost of pole replacement is falling, would that not also appear on this table?  Wouldn't it be appropriate to have it on this table?


Or how would that fit in?

MR. AMODEO:  For pole replacement?  I mean, if -- do you want to talk about that?

MR. BROWN:  Right now we're not forecasting that our pole replacement program will have a unit cost reduction over time.


However, if something like that -- something new and improved came up that would yield cost savings, I think that we could take that under advisement and share those -- that piece of information as part of our ongoing summary of where we're driving costs out of the business.


MR. THIESSEN:  Well, my initial concern was that there was very little capital savings.  And then one example that came to mind was the pole replacement or the modular transformer stations that you have referenced in your evidence, that I would assume -- I mean, I can't tell you whether evidence shows a cost reduction or not, but could you also address these transformer stations that are going to be modular, which I assume would have, then, a lower cost than your previous ways of replacing these stations?

MR. AMODEO:  We do, actually, have the modular stations included in our capital savings on productivity.

MR. THIESSEN:  Oh, it is in this --


MR. AMODEO:  It is in there, under "Leveraging technology."

MR. THIESSEN:  "Leveraging technology"?


MR. AMODEO:  You won't see it.  It is buried in the "Leverage technology" --


MR. THIESSEN:  Is it under "IMDS"?


MR. AMODEO:  That's correct.


MR. THIESSEN:  That's right.  There's 100 percent savings there for capital.


MR. AMODEO:  Yes.


MR. THIESSEN:  Good answer.  Thank you.


MR. AMODEO:  You're welcome.
Questions by Ms. Lea:


MS. LEA:  I had another small question about this interrogatory, and that was that an interesting title occurs on the left-hand side.  What is "Work flow of the future"?

MR. AMODEO:  "Work flow of the future" is an initiative that our IT group has come up with, which basically enables the people in the field with tablets, where they can status things like work orders and such, which alleviates a lot of the back office administrative expenses that we're incurring right now at our service centres.


So they would be able to take on that work right from their trucks as they complete their programs.

MS. LEA:  Okay.  Thank you.

MR. DUMKA:  Excuse me.  Could I just ask a point of clarification on this particular VECC IR?

MS. LEA:  Okay.  Please.


MR. DUMKA:  This is back to a Society interrogatory.  I just want -- if you can point out where the two chunks that you discuss in your IR response, that is Exhibit I, tab 3.03, schedule 12, Society 3.


And that's where we asked about the standardized modular designs, et cetera.


You provided a table with strategic sourcing savings.  And so in your IR response you say it is part of bulk purchasing and strategic sourcing initiatives.  So I am just wondering where on that VECC detailed table those specific buckets are, because I had a hard time going through it.  I realize you rolled up the numbers in different categories as compared to our IRs.


So just if you can point to the detailed table in VECC and just give us an indication as to where those savings are.

MR. AMODEO:  Okay.  Can you pull up that IR he just referred to?

MR. ROGERS:  I would just tell the witnesses, if you need to see the exhibit to give an informed answer, then we will wait until we get it.  It's not easy to find these.


MR. AMODEO:  Can you scroll down a little bit?  Sorry.  Up.  Up a little more.  I just want to get that number.


I believe in this... I believe this IR is talking about the savings with regards -- can I just read that again?  Sorry.  Could you scroll down, please?

Yes.  I believe this IR is referring to our bulk purchasing, which was part of the initiative in Cornerstone, which was in our -- I believe it was back office.  It was in our business systems.


MR. DUMKA:  Right.  So there is a chunk there, and -- but I thought the way you described it there is another chunk that isn't necessarily there.  I am just asking --


MR. AMODEO:  I believe they're referring completely to the bulk purchasing strategic sourcing, which was part of the Cornerstone initiative.


MR. DUMKA:  Okay.  Because where I am confused is savings that are under bulk -- okay.  All right.  I see.  You haven't really -- in the table you've provided you haven't given the specific numbers that we're asking about.  You are just saying they're buried in there, as opposed to saying these are the numbers?

MR. AMODEO:  Correct.


MR. DUMKA:  All right.
Questions by Mr. Rubenstein:

MR. RUBENSTEIN:  I have another question with respect to this interrogatory.  So my -- first, thank you; it is a helpful chart.


Am I to understand from this that every dollar that is set out in the chart, every dollar of productivity savings that you are forecasting, there's a plan in place about how you will reach that today?  So there is no sort of aspirational amount that you will figure out how you will get to that target another --


MR. AMODEO:  Yes.  There is a plan for every single initiative.


MR. RUBENSTEIN:  So how do intervenors, and then more importantly the Board, know that the dollars you have put out into this chart are really, you know, the amount that you should be getting from those savings?

There's a lot of very material dollars in this productivity savings amount.  But all we have is, for most of them -- I admit some of them -- some of the things are in the evidence, but a lot of the things are not in the evidence.  And how would the Board and parties understand that the dollars that you are forecasting -- first, how you forecasted those dollars, and then that is the right amount that you should be forecasting for that specific initiative?

MR. AMODEO:  Well, we went through a very lengthy process, going through each one of these initiatives.  From point of view of my department, we went through in great detail with how these savings are going to be -- come in the business plan.


So, I mean, we're very confident in these savings.  And we have compiled a few examples for you in the evidence with -- you know, notwithstanding going through every single initiative, but we are very confident with what we have in that table.

MR. RUBENSTEIN:  So there are -- for each initiative named, there is some plan that --


MR. AMODEO:  That's correct.


MR. RUBENSTEIN:  And for the material initiatives, can you provide that information?  I don't mean right now, verbally, but by way of undertaking?

MR. ROGERS:  I advised the witnesses not to give undertakings, unless it is really important.  I mean, we're getting long in this process.  Today isn't a day to give undertakings.  Today is a technical conference.


I don't know what is involved in providing this information.  Can somebody help me with that?

MR. RUBENSTEIN:  I don't know, but I thought today was exactly the day to do undertakings.


MR. ROGERS:  I guess we disagree about that.  It won't be the first or the last time.


MR. GARNER:  No, I'm certain, but we're going to try to resolve misunderstandings or understandings about the interrogatories.  It seems to me that's the way to do it.  If you don't want to do the undertaking, I certainly understand, but...


MR. ROGERS:  Let me find out what is involved first.  This is a pretty big table.

MR. GARNER:  Well, I guess I --


MR. ROGERS:  Can you let me get some advice, first of all?  And then I will tell you whether I object or not.

MR. AMODEO:  I have information on everything.

MS. FRANK:  I guess the issue with this one is there is a large volume of information.  I was at the end of Sam coming to see me:  What can you do for us in terms of savings?  So I know he went through the whole organization and gathered a lot of the "how are you doing your work for less"-type questions to everybody.


But there is massive volumes of information behind this table.  The question would be:  Are you asking for all this massive volumes?  Or do you want to pick a few?


He has the data; it is just at some point in time it is too much.


MR. RUBENSTEIN:  Well, I'm trying for the material items.  I am not asking for the immaterial amounts.


MS. FRANK:  How do you define that, then?

MR. RUBENSTEIN:  What your materiality threshold is, which I do not remember off the top of my head.


MS. FRANK:  We were using 7-and-a-half million.  Is that acceptable?

MR. GARNER:  Well, that would get two of the items on there, I suppose, Cornerstone and Inergi.  I don't know if Cornerstone was discussed in the application.  I don't recall it being discussed.


MR. RUBENSTEIN:  Well, there is a -- I see it a lot more than -- I mean, for the cumulative for each one, seven-and-a-half million.  So that is...  I mean, this is what I'm trying to -- one of the things we're trying to understand is if you have forecasted the correct numbers.  I understand that you have gone through a rigorous process.


MR. AMODEO:  Yes.


MR. RUBENSTEIN:  I mean, besides your word for it -- and I don't mean that sort of that you are being untruthful in any way, that is not my intention at all, but just that we have comfort that these numbers are correct and they shouldn't be greater, because you are forecasting productivity savings.  And a large part of your application is these product -- you know, that you have made -- that you're embedding all these productivity savings.


So clearly the total amount and understanding how you got to that amount.


MR. ROGERS:  I don't think there is any quarrel about that.  My concern is that I don't want to have to have them go back and do days and days of work and provide reams and reams of more material.  Can maybe the witnesses suggest some sort of cut-off point that would assist people in understanding how this was done, just to show what you have done, without doing every one of these lines?


MS. FRANK:  If you could come up with some suggestion as to how many of these -- I am just trying to manage the volume of data.


MR. GARNER:  I can't speak, obviously, for Schools.  From our perspective, really, two of them stand out.  One was Cornerstone, right?  And the other was the CIS one, which are also a large number.  I mean -- and to be fair to you as the applicant, I mean, a number of these you have talked about in the head -- and, you know, the number of reductions in the head count, et cetera.


So -- but those were the two that were fairly large, and I wasn't sure I understood -- the Cornerstone one, for instance, is quite large, right, was one that I was --


MS. FRANK:  Does Schools want to add --


MR. RUBENSTEIN:  Well -- yeah, so best bet is I will come back to this, and we -- I will review it today, and I will come back to it and sort of we can have a discussion about that.


MR. ROGERS:  Well, all right.  I think we can agree that -- can we provide the information at least for the two, the two big ones?  So that we will undertake to do that.


MR. GARNER:  Thank you.


MR. ROGERS:  And if there is some other ones that are really significant, let us know, and we will take it under advisement, okay?

Questions by Dr. Higgin:


DR. HIGGIN:  Excuse me, can I add in here?  One of the things that is missing in the table -- which surprised me, because there is other IRs -- is Cornerstone 3 and 4.  And the savings that you are claiming in other IRs as part of the BRP, Business Realization Plan, the benefits realization plan, for 3 and 4, Cornerstone.


So why isn't Cornerstone 3 and 4 in this table?  That is the question.


MS. LEA:  While the witnesses are taking a moment to think about this, I just wanted to give an undertaking number to what I believe has been agreed to.  We're going to call the undertakings from the technical conference -- going to preface them with TC so they don't get confused with anything that comes up in the hearing, so that would be TCJ1.1, and it is the derivation of two of the lines on the table from Exhibit I, tab 2.03, schedule 6-42.
UNDERTAKING NO. TCJ1.1:  TO PROVIDE THE DERIVATION OF TWO OF THE LINES ON THE TABLE FROM EXHIBIT I, TAB 2.03, SCHEDULE 6-42; TO EXPLAIN WHY the BENEFITS REALIZATION PLAN FOR CORNERSTONE PHASES 3 AND 4 ARE NOT IN THE CHART.


DR. HIGGIN:  Jennifer, just to add to that.  I just asked a question which is in addition to that --


MS. LEA:  That's right.


DR. HIGGIN:  -- regarding Cornerstone, so that should be included if they have an answer, please.


MR. AMODEO:  Yes, include that.


MS. LEA:  Okay.  Can you briefly state the question then.


DR. HIGGIN:  The question is, there is other evidence that indicates the Benefits Realization Plan for Cornerstone 3 and 4 phases.


MS. LEA:  Okay.


DR. HIGGIN:  3 and 4 are not included, that I can see, on this chart.


MS. LEA:  Thank you.


DR. HIGGIN:  I would have expected them, since they're big, to be on this chart.  Thank you.


MS. LEA:  Thank you.

Questions by Mr. Garner:

MR. GARNER:  If we are finished with this question, and I am not sure we are, but if we are, I would like to move on to the question below it, because it is related to it.


I think it is -- the reference is I, 2.03, 06, VECC 43.  Excuse me.  In the question, what we asked was for the budget that went along with table 2, which was showing in the evidence at Exhibit A, tab 19, schedule 1, page 4.


What we asked for was the budget that went along with the annual savings.  In the response, I think what you said -- you're saying is that you don't have that budget for those areas because it is spread across all the different parts of the utility.  But I am still left perplexed about that, because how does one understand you have $1.5 million worth of savings against a category if you don't know what the costs of that category are?


MR. AMODEO:  For the business plan it was a high-level adjustment in a business plan.  It didn't go right down to each project and program to incorporate that into the plan.


MR. GARNER:  Okay.  I don't want to prolong this too long.  I am  -- I am still trying to understand this.  If I just take a line -- and the table is up right now, thank you -- and I take the "back office", and what I am reading from that table is in 2015 you will save 26.7 million in back-office costs.  Is that correct?


MR. AMODEO:  Correct.


MR. GARNER:  But what you're saying is, you don't know the sum of the back-office costs that you are actually saving $26.7 million from?


MR. AMODEO:  I can't tell you off the top of my head right now, but I can get that information very quickly.


MR. GARNER:  That was what I was trying to get to, because the concern, of course, is costs usually increase in any event because there's inflation and other things.


So your savings are a bit -- they're a bit speculative.  I don't mean that in any derogatory fashion, but you're estimating what your costs would have been, and these are going to be your costs with the savings.


I was trying to understand that so I could see the actual costs going up or down versus, you know, what you're projecting.


MR. AMODEO:  Sure, okay.  Sure.  It's not a problem to get that information.  I would just need a little bit of time.


MR. ROGERS:  All right.  They will agree to do that.


MR. GARNER:  Thank you.


MS. LEA:  TCJ1.2.
UNDERTAKING NO. TCJ1.2:  TO PROVIDE THE SUM OF THE BACK-OFFICE COSTS THAT YOU ARE ACTUALLY SAVING $26.7-MILLION FROM.


MR. GARNER:  Thank you.


MS. LEA:  I think Mr. Thiessen has a couple of questions. 


Questions by Mr. Thiessen:


MR. THIESSEN:  Yes, I just wanted to go back, I'm sorry, back to VECC 42, which is the previous IR that we just moved away from.


There was a specific line there that I was looking at which is right near the bottom, and the title is "reduced cable locates".


And my question concerns the incredible increase in productivity savings from two-thirteen actual at $180,000 to 5.6 million by two-nineteen.  And I was just wondering whether you had information as to how you increased productivity to such a degree in cable locates.


MR. AMODEO:  Well, in cable locates, one of the big things we're doing there is we're changing the labour mix from more hiring hall as opposed to regs.


MR. THIESSEN:  So that's the primary reason for that savings?


MR. AMODEO:  That is one of the big ones, yes.


MR. THIESSEN:  Would you happen to know what you spend now on cable locates?  Like, what is the magnitude we're looking at?


MR. AMODEO:  Again, I would have to go back and get that information for you.


MR. THIESSEN:  Okay.


MS. LEA:  If you are willing to do that, that would be great, TCJ1.3, information on current spending on cable locates.
UNDERTAKING NO. TCJ1.3:  TO PROVIDE INFORMATION ON CURRENT SPENDING ON CABLE LOCATES.


MS. LEA:  We were going to go to a slightly different area.  All right.  So Mr. Thiessen, I think, is going to move back to issue 1.4.  This was not one of the -- I don't think we sent this question, did we?


MR. THIESSEN:  No.


MS. LEA:  No, we didn't send this question to you, so...


MR. THIESSEN:  It is generally a policy question, and it has to do with the earnings sharing mechanism.  And it actually -- I am referencing the Consumers Council of Canada Interrogatory No. 7, which is Exhibit I, tab 1.04, schedule 10, CCC 7.


And the question asks about whether an earnings sharing mechanism is possible.  And the response equates the earnings sharing mechanism with rate smoothing, saying that you are proposing a rate smoothing and therefore an earnings sharing mechanism is not appropriate.


And I was wondering if you could explain that a bit more clearly.

MS. FRANK:  Good.  I was hoping that we would move down to the part of the response that says you learn from others.


So that is the part that is on the screen in front of us now, where we looked at the Enbridge Gas application as well, and they were using earnings sharing.  And we have actually quoted something from that Enbridge case where they said:

"Trying to match smoothing of rates and earnings sharing is incredibly difficult."


MS. LEA:  You are lost somehow.


MS. FRANK:  Did you just turn me off?

[Laughter]


MS. FRANK:  Don't turn me off, Sam.  So the challenge is when you do earnings -- when you do smoothing, you under-earn in some years and you over-earn so that customers have a steady rate change.

Then if you were now to look at a period of earnings sharing, every time you would over-earn I imagine you would be looking at giving money back to the customers, and every time you would under-earn that would be unfortunate for the company.


That does not work.

So I think you have a choice.  You can have smoothing for customers.  And in this case, as we all know, this is an application after several years of IRM where there was capital expenditures that were not being reflected in customers' rates.  So there would have been a large rate increase in the first year.


We thought that would not be something that customers would see as favourable, to have a large increase in year 1.  So we suggested smoothing was more of a mitigant to customers, and that is why we put that in, rather than earnings sharing.


MR. THIESSEN:  Well, I am not quarrelling with rate smoothing.  Rate smoothing is a good thing and the way you have done it I think is a good thing.


But it would appear to me that you could still layer on an earnings sharing mechanism with a little bit of imagination and a way of maybe using a deferral account of some sort, sort of an accounting methodology, to populate an earnings sharing mechanism, on top of your rate smoothing.


Did you consider that?  Or would you consider that?

MS. FRANK:  First of all, it is complex to do, and it would have to be balanced.  So it would have to be overs and unders, both ways, which is not typically what people talk about when they talk about earnings sharing.  They just talk about the one side, the over.


But if you are going to do something like this -- and the idea would be over the, I imagine, the five-year period, and at the end of the day, you would say:  Was there over- or under-earning for the whole five-year period?

I actually think that the Board normally looks at that when they set future rates and they determine what they're going to allow for the costs.  I believe they do look at history.  That's why history is provided.

So to explicitly set up an earnings sharing mechanism with the balanced over and under, I think, is -- I would suggest additional effort to try to maintain, and the Board is already looking at it.


So from the company's perspective, I am not certain that the added effort adds benefit.

MR. THIESSEN:  Thank you.
Questions by Ms. Lea:

MS. LEA:  No other questions there; then I will move to a few questions that I have.


With respect to force majeure, and these were included in the issue 2.2, and it relates to your capital spending as well, and your SAIDI and SAIFI numbers.


So the interrogatory that I am looking at, it is Exhibit I, tab 2.02, schedule 11, Energy Probe 16.  So that is issue 2.2.

And that interrogatory referred to evidence which we might want to look at, Exhibit A, tab 6, schedule 1.  Exhibit A, tab 6, schedule 1, page 19.


And on that exhibit, it appears that the yearly SAIDI performance and SAIFI performance, excluding force majeure events, are relatively flat.

Have I interpreted that -- those charts correctly?


Perhaps it would be helpful to look at Exhibit A, tab 6, schedule 1, page 19, which has the bar charts on it.  My copy of the evidence doesn't have it in colour, so...


MR. ROGERS:  Can we get that?  There we go.


MS. LEA:  There we go.  Thank you.


So my question was:  Are these charts interpreted correctly to indicate that the SAIDI and SAIFI are relatively flat, excluding force majeure?


MR. BROWN:  The experience, certainly between 2010 and 2013, data would suggest that it's been reasonably flat over that time period.


I would just caution the Board and everyone that this isn't necessarily the full picture around weather events.

MS. LEA:  Tell us more about the full picture, then.

MR. BROWN:  So depending on -- weather can be very volatile, so it can be a year where we have a lot of smaller events that would not meet the 10 percent customer outage requirement and thereby be classified as a force majeure.


So while the experience in 2010 to '13 has been reasonably stable, I can't suggest to you that that would be the case going forward in every circumstance, as a reliable measure.


MS. LEA:  But when you do your planning with respect to your own proposed ways of dealing with your SAIDI and SAIFI performance, how do you go about planning, given that volatility?  Excluding force majeure --


MR. BROWN:  Like, snow removal for the city of Toronto is very difficult.  We do a five-year average.  We look at the trending information, past -- past historical is the best you can do in terms of future prediction.


So yes, we do a five-year average.  And that's what we set the unplanned restoration budgeting to deal with.

So yes, that is definitely how it is done.

MS. LEA:  Okay.  Now, you have indicated here and I think in the evidence as well that a force majeure event has occurred when more than 10 percent of Hydro One's customers are affected.


Are there any other criteria for classifying an event as force majeure?


MR. BROWN:  Our data, that is all we use.


MS. LEA:  That's what you use?  Okay.


So I guess when I think about force majeure, I think of something that the company cannot control.  Is that also the way you interpret those words?


MR. BROWN:  That's the way we interpret those words, yes.


MS. LEA:  Mm-hmm.  Is there not something you can do to mitigate the impact of force majeure?


And in the answer to this interrogatory from Energy Probe that I earlier referenced, you indicate that:

"Planned vegetation management and pole replacement programs may mitigate some force majeure impacts, but weather events are unpredictable and uncontrollable."


Are there any measures, other measures that you can take to reduce the impact of the major force majeure adverse weather events?


MR. BROWN:  Major force majeure weather events are usually large in scope.


So having an effective forestry program that keeps rights of way clear of trees and keeps the vegetation below the wires is probably one of the most effective ways to reduce the scope and impact of a widespread weather event.

That's really the biggest piece.

MS. LEA:  Okay.  Thank you.


I wonder, then, if we could look -- I apologize to the people who are working the machine, but I would like to look, please, at Exhibit A, tab 6, schedule 1 again, this time at page 20.  Thank you.


Here we see contributions to SAIDI four-year average.


As you have mentioned, force majeure tree contacts is the biggest piece of the pie there.

MR. BROWN:  Correct.


MS. LEA:  So the vegetation management program that you are planning in this next five years as part of this application, are you confident that it will assist with the reduction of this tree contact contribution to force majeure?

MR. BROWN:  Yes, we do.  And in fact if you look at the outcome measure targets, you will see that we have predicted that there will be some improvement to the SAIDI numbers associated with that extra investment in tree trimming.


MS. LEA:  Okay.  But that includes force majeure?  I wasn't too clear on that.

MR. BROWN:  I think you will find that it helps both.


MS. LEA:  It helps both.  Okay.


And then in the piece of the pie here on this exhibit that is labelled "force majeure defective equipment."  Can you give me examples of what defective equipment we're talking about and whether those defects are addressed in your five-year plan?


MR. BROWN:  Force majeure defects are typically defects that are associated with things like ice and wind storms that -- where something that is like a cross arm or an insulator that may be beyond its strength capability would get broken during such an event.


MS. LEA:  So does it mean that before the event the equipment was defective?  Or that during the event pieces of equipment are knocked down and they are, therefore, defective?  I am just trying to understand --


MR. BROWN:  The latter.


MS. LEA:  The latter.  Okay.  Well, will your plans over the next five years with respect to poles and substations and the other equipment, will this assist in these types of events?


MR. BROWN:  I would say that they will marginally assist in those events.


MS. LEA:  Okay.  If only marginally, and it is -- your SAIDI and SAIFI are relatively flat -- and as I say, I hear you for the last four years I'm looking at -- why is it such a priority to undertake the measures that you are planning, rather than -- well, is there anything that you could be doing differently to assist with the force majeure?


MR. BROWN:  We think that the current plan is a good and balanced approach.  You can always build things more robustly, but that comes at a higher cost.  And so we build our equipment and maintain our equipment so as to best prepare it for the types of experiences that weather throws at it.


MS. LEA:  So you compromise on --


MR. BROWN:  It's a balance, absolutely.  We could put the towers 75 or 80 feet in the air above the tree line, but it is going to cost our customers a small fortune, so we don't do that kind of work.


MS. LEA:  Still looking at the exhibit that is on the screen before us, Exhibit A, tab 6, schedule 1, page 20, what is an example of the force majeure "other" piece of the pie?  Other contributions?


MR. BROWN:  Personally, I don't know.  I would have to investigate.  I'm not sure.


MS. LEA:  I think that I would only be interested in that answer if it related to your plan for the next five years.


So I don't need a lot of data if it's not actually relevant to what you are planning for the next five years, but if it is something that you think would assist the Board in understanding your plan, then I would be grateful to receive it.


MR. ROGERS:  Yes.


MS. LEA:  Will you take an undertaking then to --


MR. ROGERS:  Yes, they will do that, Ms. Lea.


MS. LEA:  All right.  Okay.  That is TCJ1.4.  One moment, please.
UNDERTAKING NO. TCJ1.4:  TO PROVIDE AN EXAMPLE OF THE FORCE MAJEURE "OTHER" PIECE OF THE PIE, OTHER CONTRIBUTIONS RELATING TO THE PLAN FOR THE NEXT FIVE YEARS.

Questions by Mr. Stephenson:


MR. STEPHENSON:  Jennifer, just while you are on this page I wonder if I could follow up on something.


MS. LEA:  Please go ahead.


MR. STEPHENSON:  Sir, just coming back to the force majeure defective equipment, you indicated that you anticipated that the work during the period would marginally improve the stat, or you were hoping would marginally improve the stat.  Is that because the replacements that you would be doing during the five-year period are only going to affect a small portion of the overall cohort of potentially affected components?  Or is it because the nature of the work you are doing will only marginally improve the performance of even the replaced component?


MR. BROWN:  The first part of your question was, when our programs are being undertaken on an annual basis, the equipment, as it gets renewed, is only one -- arguably 1/70th of the whole system.  So it is more the first part of your answer there that we're only impacting through annual programs a small part of the network.


So things like an insulator or cross-arm, they get renewed every, you know, arguably 60 to 70 years.  Right?


MR. STEPHENSON:  Right.  Okay.  Thanks.

Questions by Ms. Lea:


MS. LEA:  Thank you.  Still looking at some of the interruption causes.  I wonder if we could look at an interrogatory that was not on my original list, but I think you will be able to help us with it.  It is Exhibit I, tab 2.02, so that is issue 2.2, schedule 2, SIA 6.


And that interrogatory asked for outage information broken down by cause code.  And this includes force majeure events.  And it would help us to understand what each of these were.  What is, for example -- now we're looking at the chart -- "adverse environment" as opposed to "tree contacts", that kind of thing.  Can you just run down the phrases here and tell us what they are?


MR. BROWN:  Adverse environment would be a low-level storm that we might experience.  Defective equipment is an insulator or a pole or a switch-breaking.  Foreign interference could be animal, or it could be somebody runs a crane into the wires and pulls them down, or a dump truck, things of that nature.


Human element is where there is an error, in terms of doing electrical switching or something of that nature, where they might inadvertently turn the power off when it wasn't intended to be, or somebody made contact with the wires during work.


Loss of supply is where the -- from the transmission system there is an outage that will turn the power off to the distribution system, and as a result we have an outage.


"Scheduled" is dealing with our pre-approved maintenance and capital programming work, so there is certain types of work that we need to undertake where the power needs to be turned off in order to do that work.


"Tree contacts" is self-explanatory, I believe.


MS. LEA:  Yes.


MR. BROWN:  "Unknown or other"; there are often cases where we actually have an outage and we send our crews out to patrol the lines, and they really cannot make a determination as to what caused that particular interruption to our customers.  There is no obvious signs of animal contacts or broken equipment or things of that nature.  And generally, when they turn the power back on, everything works.


So, you know, we leave that in the "unknown" category, because there wasn't an ability to classify it in one of the other categories.


MS. LEA:  Okay.  Thank you.  Anything further?  Yes, please.  Shelley.

Questions by Ms. Grice:


MS. GRICE:  Am I on?  Hi, I'm Shelley Grice, representing AMPCO.  We had asked a couple of questions about the same charts that Jennifer was looking at under AMPCO -- bear with me here -- number 4 and 5 from tab 2.  issue 2.2.


And we had asked for a breakdown of the defective equipment contribution to both SAIDI and SAIFI in each question.  And on the charts that Jennifer referred to, defective equipment was 10 percent of SAIDI in 2013 and 14 percent of SAIFI in 2013.


And the response came back, and it broke down defective equipment, but it indicated that 97.1 percent of that 10 percent was defective equipment, and really, what we were looking at was a breakdown of the types of equipment that make up the 10 percent.


So that would mean a further breakdown of the 97.1.  So, sorry, it's taking me a long time to say this.  But we're asking sort of like how much was insulators, what was the percentage of insulators, what was the percentage of switches breaking.


And I just note too in the interrogatory that was also put up on the screen from SIA, it showed that those numbers for defective equipment and the contribution to SAIFI and SAIFI (sic) varied significantly between 2010 and 2013.


So I guess first I just wanted to talk about the percentage of each type of defective equipment.


MR. ROGERS:  Are you able to help Mr. Brown now, or...


MR. BROWN:  I will be honest with you; I don't know how much I can help on this one.  I will have to take it under advisement and look at it.

But there are a number of pieces of equipment where we actually do track the failure, and then small bolts and arresters and small things, we wouldn't capture the failure of some of those things and track them.


So I am going to have to do a little investigation on that one to see what we have available.


MR. ROGERS:  Is it generally readily available?

MR. BROWN:  Yeah.  It won't take long to determine what I can supply.


MR. ROGERS:  That's fine.  That's fine.  They will do the best they can, Ms. Grice.


MS. GRICE:  Okay.  Thank you.


MS. LEA:  TCJ1.5.
UNDERTAKING NO. TCJ1.5:  TO PROVIDE A BREAKDOWN OF THE 10 PERCENT OF DEFECTIVE EQUIPMENT THAT CONTRIBUTES TO SAIDI, BY EQUIPMENT TYPE, AND A BREAKDOWN OF THE 14 PERCENT DEFECTIVE EQUIPMENT THAT CONTRIBUTES TO SAIFI, BY EQUIPMENT TYPE.


MR. ROGERS:  So what...


MS. LEA:  Can you give us a few words to describe what you are seeking?

MS. GRICE:  If we could get a breakdown of the 10 percent of defective equipment that contributes to SAIDI, by type of equipment, and a breakdown of the 14 percent defective equipment that contributes to SAIFI, broken down by equipment type.


The reference there was AMPCO No. 4 and 5.

MR. ROGERS:  Yes.  The company will do the best it can to provide that.

MS. GRICE:  Okay.  Thank you.
Questions by Ms. Azaiez:

MS. AZAIEZ:  Good morning.  This is one of the questions that was sent to the team.  It is Board Staff IR 53(f), and this was under issue 3.2.


Staff asked if we could get a picture of the asset distribution, the asset condition assessment distribution.  And the answer that we got was that the information is reflected at D1-2-1.


So would that be a complete, full picture of your asset distribution?  The condition of your assets, I should say?


MR. BROWN:  It is, by and large, the vast majority of the power system assets.  So the major categories are all there, with the distribution station transformers and the lines, the station transformers and so forth.


So it covers the vast majority of the asset registry, if you would like, everything that we have on the power system side.


There are some elements of lesser value that it is too costly to track, and so -- and if you don't have anything but a run-to-fail strategy associated with those, then we don't collect the condition information of things like an arrestor or a bolt on the pole, things of that nature.


So it covers the vast majority of the spend and the vast majority of the asset registry, but it doesn't encompass everything.


MS. AZAIEZ:  Okay.  What we were looking -- what Staff was looking for is a full picture of your whole system and the health of your equipment, basically, by category.  And this links back to the defective equipment.


For example, it would be then helpful to see whether the asset condition distribution correlates, for example, with that 10 percent defective equipment that you have labelled in your force majeure.  This would be, you know, a useful indication of how you're managing your system and how these things are happening.


Would you happen to have a picture of whether the defective equipment causing these force majeures are -- on what scale?  Are they part of your healthy equipment, your newest equipment?  Are these on the poor health asset end?


These kinds of things would be helpful.

MR. BROWN:  Well, I think, you know, in fairness, the section that deals with this in D1-2-1 actually does have a pretty clear picture of the condition of the assets, vast majority of our assets.


If we track it and we can keep the condition of it, it is reported in the evidence.  So we think that we've given you pretty much everything that we can on this, to give you the picture of the condition of our assets.

MR. ROGERS:  Let me do what I have told my witnesses not to:  Let me volunteer to have a look at that question.

If there is anything more that is useful that is readily available, they will provide it, of course.  So you have heard the answer, but let us take it under advisement and see if there is some more detail for you.


MS. AZAIEZ:  Thank you.
Procedural Matters:

MS. LEA:  Thank you.  I was going to propose to take a break.  Is there anything else on this particular area before we do so?  When we return, I was going to turn to targets, metrics and that kind of thing.  I should note for the record, though -- which I neglected to do at the start -- about the issues list, there is -- for the record now, the approved issues list should be slightly expanded, and this is something that the applicant agrees with.


In section 6, revenue requirement, issues 6.1, 6.2, 6.3, 6.4 and 6.5, all of those should -- rather than simply the year 2015, the list should read 2015 to 2019.  I just wanted to note that for the record.


Anything further before break?

MR. ROGERS:  Just this.  I wonder if people can give us an idea of how we're doing?  I have another panel sort of standing by; when shall I have them here?  How much longer do you think we will be with this panel?

MR. GARNER:  Mr. Rogers, I don't think that we will be much longer, but I do note that Mr. Harper, who is working the other panel, has left, and his assumption was that the next panel would start up after lunch and he would be here by that time.

MR. ROGERS:  All right.  Let's see how we go.  If we do -- I think they're going to be here sooner than that.  I think I can start them sooner, but we will certainly bring them back for Mr. Harper after lunch.  I think I will have them here shortly before lunch.  So if we do finish, we can start with panel 2.

MR. RUBENSTEIN:  I still have a number of questions for this panel.

MR. ROGERS:  All right.  That's fine.  Let's see how we go.


MS. LEA:  Thank you.  So let's break until 11:15, please.  Thank you.

--- Recess taken at 10:59 a.m.

--- On resuming at 11:23 a.m.


MS. LEA:  Okay, are we ready to go, please?  Thank you.
I think that, Mr. Rubenstein, Mark, you wanted to start off; is that right?
Questions by Mr. Rubenstein:

MR. RUBENSTEIN:  Yes, I just wanted to follow up on the discussion we were having about VECC 42 under issue 2.3.


So my request would be the information with respect to any initiative in which, for any of the test-period years, there was a productivity savings amount of a million dollars or more, which would be the Board's filing materiality thresholds under the Board's filing guidelines.


MS. FRANK:  When we came up with the 7.5 we used the Board's filing guidelines as a percentage, because the million dollars for a company our size is actually really quite small.


So I am just trying to say, could you go a little bit higher than that?


MR. RUBENSTEIN:  I mean, the problem I get is, it is essentially, you know, I can bundle a bunch of these up under sort of category names and you get over -- you know, it is much higher.  I mean -- so my request is a million dollars.


MR. ROGERS:  Well, let me take it under advisement.  I am just not well enough informed to know how much work is involved in this, but we will respond -- either we will do it, or if we won't do it I will tell you why, and you have your remedies.


MR. RUBENSTEIN:  Sure.  Let me just add this in sort of what I am sort of envisioning and maybe it will help you.  If there are elements where it is in the evidence -- and I can understand -- so for regular head-count reduction I am almost certain that is actually -- you could directly trace that to the evidence of where that is.  You would just have to point me to the evidence.  But there is a number of things that are clearly not at the detail that's in the evidence.


MS. FRANK:  Are you saying a million dollars per year, as in 5 for cumulative?


MR. RUBENSTEIN:  No.  So for each initiative, if in any of the 2014 to 2019 the value of the savings is a million dollars or more.


MS. FRANK:  In a year?


MR. RUBENSTEIN:  In one year, yes.


MS. FRANK:  Okay, thank you for the clarity.


MS. GIRVAN:  I think, Mark, what you're really looking at is to be able to test these, right?  If we don't have that information now we will probably want it at the hearing.


MR. ROGERS:  Well, I think we understand the issue.  The question is just a question of how much work is involved here.  They have other things to do.  We will try to cooperate and get at what you want.


MR. RUBENSTEIN:  I am assuming you are going to mark it?


MS. LEA:  What's that?


MR. RUBENSTEIN:  I assume you're going to mark it as...


MS. LEA:  So we don't already have an undertaking number for that?


MR. RUBENSTEIN:  Well, there was --


MS. LEA:  That's what confused me a little bit, I'm afraid.  Because we have 1.1 as the derivation of two lines of that chart, and also Rogers' addition of the third and fourth phases of Cornerstone.  I didn't know whether this was part of that same one or we needed a separate one, or what?


MR. ROGERS:  Let's fold it into that one, with the understanding that we haven't committed to doing what Mr. Rubenstein has requested, but we will try to meet certainly the spirit of it.  If it can be done reasonably easily we will do it.  If we can't and we won't do it I will tell you why.


MR. RUBENSTEIN:  Yeah.  Can I ask, actually, that we do it as a separate one, and if you -- if you end up doing it, you can fold it in?  I just would like to keep it clean, my request, in case we have to --


MS. LEA:  TCJ1.6.


MR. RUBENSTEIN:  Thanks.


MS. LEA:  I had it noted as -- I had it noted as a best-efforts undertaking on the data behind anything below one million dollars on that chart.


MR. ROGERS:  Above.


MS. FRANK:  Above.


MS. LEA:  Is that accurate?


MR. ROGERS:  No.  Above.


MS. LEA:  "Above", sorry; what am I saying?  Yes.


MR. ROGERS:  That's bad enough.
UNDERTAKING NO. TCJ1.6:  TO PROVIDE the information with respect to any initiative in which, for any of the test-period years, there was a productivity savings amount of a million dollars or more.


MS. LEA:  Thank you.  That would be very scary.  Thank you.


Does anybody have any questions they wish to proceed with now, or shall I keep going?


MR. RUBENSTEIN:  Sorry, just to be clear, you had said it was a best-efforts basis.  I understand, I mean -- I'm not agreeing to it being on a best-efforts basis.  I understand what they're taking under advisement, and that means something different, and I understand that.


MS. LEA:  Okay.  All right.  That's fine, thank you.


Turning to issue 2.2, please.  Staff had asked some questions at Staff Interrogatories 11 and 12 about customers and communication with customers, but as Ms. Frank pointed out to me over the break, there is a bit of a quantification question that I was asking in the questions that I sent on Friday.


So I wonder if we could have a look at those.  Is there a way to give the Board and customers a simple quantification of the savings that are being passed on to customers?


So this is largely a messaging question.  I recognize panel 2 will have to deal with that aspect of it.  But I gave a very simple-minded example.  The rates without the savings due to productivity would have been X amount.  Productivity equals Y amount.  So the rates proposed are X minus Y.


This has more to do with, how do you communicate this to customers?  Is there a way to demonstrate to customers the value that you are inputting into this through the productivity savings?


MS. FRANK:  And actually, I wanted to start at the answer, because I am not on the next panel.  So the notion of an X minus Y or an inflation minus productivity approach is something that we didn't do in our filing.  So it is not information we have readily available.


You could go back and say, well, given the inflation assumption that you had in your plans and the productivity, what would these numbers be?


We don't have them.  We could calculate them.  We will ask our customer person, who is coming up on the next panel, if he believes there is any benefit, in terms of communicating that to customers.


I am not convinced there is, but we will let him answer that.  Let David answer that.


What I wanted to know was, does the Board feel or does staff feel that you want us to go back and retroactively figure out what the numbers might have been?  Are you asking us to do that?


MS. LEA:  I think that I have overcomplicated my question for you.  It had more to do with saying something like this to customers, and this is why I think it is a customer messaging question, really.


You know, if we hadn't made all those productivity improvements, your rates would have been this much higher.  I mean, since there is an increase every year, I am not sure that is something that customers would have any good reaction to, so why are my rates going up at all?  But I didn't know if there was -- if the company thought there was any benefit in a message like that.


You know, yes, you're seeing a rate increase, but the company is giving you good value, and here's how we're going to tell you about that, so that is why I think it is a messaging question more than anything else.


MS. FRANK:  Well, then let's leave it for this afternoon, now that I understand what the question is.


MS. LEA:  Okay, thanks.


MR. DUMKA:  Excuse me, could I just add something to that.  The Society asked Hydro One to do a calculation that gives you that kind of a figure, and this is just an FYI.  I am not asking questions about the calculation.


But if we go to Exhibit I, tab 3.03, schedule 12, SEP 4, and this is Part G, and I will read Hydro One's response:

"The average -- the percentage of average OM&A and capital productivity savings divided –"


MS. FRANK:  Can we just --


MR. DUMKA:  You haven't got that out?  I was just reading it out.


MR. ROGERS:  Let's get it up, and then there won't be any confusion about it.  Can you give us the coordinates again, slowly, please.


MR. DUMKA:  Exhibit I, tab 3.03, schedule 12, SEP 4, and it is Part G.  The last part of that IR.  Yes, SEP 4.


So keep on going.  The next page.  Part G.  There you are.  So this is sort of along the lines of what Ms. Lea was asking about, positioning is another thing.


But basically what we have here is Hydro One is delivering revenue requirement savings of roughly 7 percent a year over the five-year period.

So your rates -- in effect, the total revenue requirement is lower by 7 percent than what it otherwise would have been if you didn't have all of those productivity initiatives over the five-year period.

Now, how you communicate that to customers, whether you want to, that's, you know, your decision, but you have provided that calculation here in response to our IR.

MS. FRANK:  This is the OM&A and capital productivity savings applied by -- on the annual average revenue requirement.

MR. DUMKA:  Yes.


MS. FRANK:  I don't think it is exactly what X would be, but I see how you could use it; you could use it that way.


MR. DUMKA:  It's in that range.  Yes, so...


MS. LEA:  Sorry, one moment, please.


Sir, you had a -- John, you had a question; is that right?

MR. McGEE:  Yes.  It was in response to your question to Hydro One.  As a customer and as a representative of customers, I don't think the average customer really cares.


What they care about is:  Is my bill going down or is it going up?  They tend to expect that every company that provides them services is going to be going after productivity improvements as a matter of course.  And they don't have to be told about it.  It's just part of the whole thing.


So I don't think customers really want to -- would respond to that type of thing.

MS. LEA:  Okay.  Ceiran, I think, wanted to follow up on that.


MR. BISHOP:  I have another question about Staff 11.  There's a phrase in there which talks about, because the productivity is built into rates, the ratepayers receiving the forecasted monetary benefit is guaranteed.  And I think it is because, as you say, it is built into the rates.


However, is it not also a possibility that the -- that the ratepayers would bear the cost of having certain work deferred into a future period because certain productivity achievements haven't been realized?  Is that also the corollary of that risk?

MS. FRANK:  I'm not understanding what your -- the proposition you're making.


MR. BISHOP:  I think what you're saying is that because productivity savings are built into rates, that ratepayers automatically benefit from those productivity savings because they're embedded in rates; correct?

MS. FRANK:  Yes.


MR. BISHOP:  However, if the company doesn't deliver on its productivity savings and yet spends the same amount of money, then it is possible that fewer projects will be completed under the same envelope; correct?

MS. FRANK:  That's part of the hypothesis I'm having trouble with.  You're assuming that we're going to be confined to the dollar spending and not to the work, and often we have no choice but to do the work, because we're dealing with items where it is connecting a customer, it is responding to a storm, it -- the work must carry on.


The costs may be higher if you don't get the productivity, but it is not units of work that are often available to be modified.  It is the cost.


So that's why I said our net income can be hurt, and I can demonstrate in the past that's exactly what happened.


We don't just delay work.  If we run up against a dollar limit, we don't stop doing it and say:  Well, I'm sorry, this storm happened after I ran out of money; now you're going to wait until next year.  No, that doesn't happen.  Right?  We get you back on as fast as we can, as a priority piece.


Or you want to be connected after we run out of dollars; no, no, no, you still get connected.


So they're not absolute units of work or dollars.  So the premise that if we don't get the productivity you pay for it next year, I think is not correct.


MR. BISHOP:  But to the extent that your -- if you have more unplanned work that soaks up more time, and your planned work which you execute is less efficient per dollar, you can -- and if time and staff are your capacity constraints, is it possible that you would still run up against that deferral of work into another rate period?  All other things being equal, if your planned work is less efficiently executed?


MS. FRANK:  I don't think it is about less efficiently executed.  I think it is more -- certainly work can get delayed.  It tends to be because there is more unplanned work that comes up, rather than -- I don't think the efficiency is a major factor in this.  I think it is more what are you doing versus what is the environment drive, what is a customer's drive, what changes -- certainly over a five-year period, I expect there will be items that will require -- code-type items, regulation-type items.


We have said as long as we use the 7.5 -- rather than one -- as long as it is $7.5 million, we will come back and ask for more.  But if it is only a million or two, we will find a way.


Those things may get in the way of some of the work, but we have said we will accommodate them and not come back.

MR. BISHOP:  Thanks.

MS. LEA:  Thank you.

Other questions at this time?  If not, I will proceed with some of the ones I had.
Questions by Ms. Lea:


I wonder if we could, please, look at tab 2.02, which is Issue 2.2, schedule 14.  It is an AMPCO interrogatory, No. 10.

And this interrogatory was useful, as you provided in summary chart form some of the information from Exhibit A, tab 4, schedule 4, which was your updated evidence with respect to your targets and metrics.  And we found this very useful.


So I have a few questions about it.  Starting to look at the response part of this interrogatory is easiest, I think, so if you scroll down a little bit to the response.  Thank you.


So we noted that for vegetation management and substation refurbishments and so on, the goal and the metric has to do with interruptions or outages.


I was wondering, for your pole replacement, could you not use some sort of interruption or outage target as opposed to a number of poles replaced?  And can you explain why a number could not be assigned with respect to interruptions or outages?


MR. BROWN:  Okay.  So for pole replacement and PCB line equipment, those are the two questions that you had, why we could not have some sort of a --


MS. LEA:  I think I understand the PCB line equipment.  It was just the poles, because –-


MR. BROWN:  So –-


MS. LEA:  Go ahead.

MR. BROWN:  Okay.  So for the pole replacement program, one of the things that we were thinking about is we want to be able to drive the right behaviours and report success around the ramp-up associated with pole replacement volumes.

And so if you look at how many of our outages are actually related to defective poles, it is a small percentage of the piece.  Do we track it?  Absolutely.


But for an outcome measure, we really felt that the more important thing to drive forward with and to define success as a goal and a metric would be to actually get the work done.


And so when we were looking at metrics and goals for pole replacement, that is why we were recommending that we track the poles, pole quantity replacements, rather than looking at it from the perspective of how many outages does it mitigate.  That's the thinking that we went through on this one.

MS. LEA:  Okay.  Thank you.


Just to fill in a couple of things in this chart, in a sense, at number 4, "Substation refurbishments," you list your goal as -- and this was not changed by you in the response:


"The goal is to reduce number of substation


interruptions during the five-year plan."


Do I understand correctly from your evidence at Exhibit A, tab 4, schedule 4 that the metric is actually 155 per year?  I don't think you necessarily want to go to that evidence.  It is up to you.  Is the metric 155 per year?

MR. BROWN:  That's correct.  It is.


MS. LEA:  Why is this static over the five-year period, given that the spending that you've -- that you're giving to this particular type of refurbishment?

MR. BROWN:  So what we have in terms of demographics for our stations is we have an awful lot of them coming beyond their expected service life.


So over the plan, the five-year period, we're expecting actually to see, at the current spending levels, if the current spending levels were maintained as status quo, our expectation is that we will see deterioration of our reliability associated with these assets.


And so we would like -- and I think our customers would like us to maintain the reliability associated with those assets.


So what we've done is we've established a sustaining target of 155, but in order to do that, in order to be successful and actually achieve that, we have to increase the amount of spending that we have on the refurbishment of those aged stations.


And so that is why you are seeing us increase the spend, but maintain the targets.


MS. LEA:  Is the same explanation true for the distribution line equipment, which is also flat, once corrected at 7,300?


MR. BROWN:  That's correct.


MS. LEA:  And for estimated bills, again, the metric wasn't inserted in this chart.  Is that metric 3.5 percent for year five?  Again, I'm taking --


MR. ROGERS:  I believe that may be better directed to the next panel, Ms. Lea.  Could you make a --


MS. LEA:  Sure.  I just took it right out of that piece of evidence.  Okay.


MR. ROGERS:  Yes.


MS. LEA:  One moment, please.  We just need to consult on something.


Thank you.  We have some questions on smart meters, and our smart meter expert, Mr. Keith Ritchie, is down here with us, and he is apparently not available later on today.  Would it be all right if we jump over to issue number 5 and ask questions about smart meters at this time?


MR. ROGERS:  Yes.


MS. LEA:  Thank you.

MR. RITCHIE:  I'm fine here, thank you, Ms. Lea.

Questions by Mr. Ritchie:


Yes, I am just looking at smart meters, and it is a -- there is a limited number of interrogatories under issue 5.02.


First I would like to deal with -- is Board Staff Interrogatories 80 and 82.  This is Exhibit I, tab 5.02, schedule 1, Staff 80 and Staff 82.


Probably -- okay.  I guess looking at 80, basically Hydro One has stated that it has completed its smart meter program as of December 2013, with the exception of, I guess, tweaking some, I guess, adjustments on the communications network to improve the reliability of reads.


And then similarly on Staff 82 we noted that you have completed the program, but you have not included any costs for smart meters related to growth for 2014 and, in fact, you're really sort of, I guess, in this application proposing the recovery of costs up to 2013.  2015 and beyond would be sort of part of your normal distribution operations, but then you are proposing that the 2014 costs would still be -- continue to be tracked in accounts 1555 and 1556.  Is that correct?


MR. CHHELAVDA:  That would be correct.


MR. RITCHIE:  Okay.  In the Board's guideline, G2011-0001 -- and we probably don't have it here, but it is, I think, well-known to pretty much everyone in the industry, really on page 9 -- like, the Board updated its original 2008 guidelines for 2011 really on the expectation that the smart meter program was completing and really that utility should bring forward applications at the earliest possible opportunity, seek final disposition, and on a going-forward basis treat the smart meter costs, both capital and operating, as -- situation as normal.


The Board has dealt with basically smart meter applications from most distributors.  There's only Hydro One Networks and four other distributors that are outstanding.  So I am wondering why you are not trying to bring -- or trying to complete the smart meter cost recovery in this application.


MS. FRANK:  We're certainly aware of the Board's direction trying to tie this particular initiative up.


Rather unfortunately, given the territory we serve, we have many of our meters still not communicating.  And we have an exemption today that says -- this is actually our second exemption, saying we can't get them all communicating.  We cannot bill customers on time of use, and we have til the end of the year under the current exemption to make that request.


I shall let you know now that we're not going to succeed by the end of this year having those meters communicating, and we will come back with another extension, another exemption.


What we've done in here is, we've said there are costs that we still, on a forecast basis, expect to make in 2014, trying to move this forward.  And therefore, we've suggested because of the exemption that our circumstance is different than other utilities who have a geographic area that is easier to actually get the data from the meters.


That's our proposal.  We think it is better to wait and let the actuals come through than it is to use a forecast.  Normally when you come to these variance accounts it is actual audited information that is desired, not forecast information.


If the Board --


MR. RITCHIE:  While that is true in the -- the Board, you know, going back to PowerStream's smart meter decision in 2011, I think it is EB-2011-0128, the Board basically recognized that there would be some of these stub periods and allowed for forecasted costs, again, for us to complete the smart meters, because we didn't want to always keep on going forward.


So I am just wondering, like, one for growth, you know, like -- or replacement of smart meters you -- we're now in July of 2014.  I don't know that there would be -- you know, you probably have a pretty good forecast as to between your year-to-date actuals and your year end, what are going to be your smart meter cap ex, and then you have also been, I guess, working on these communications issues.  Again, we're at mid-year.


I appreciate your operating circumstances and that, but we're wondering, like, you know, in fact whether it might be possible to get an estimate and just see whether, in fact, really, you know, we can sort of like finish off accounts 1555 and 1556 in this application and not have to wait until 2020 or later.


MS. FRANK:  So if you're suggesting that we provide our forecast for expenditures and the Board -- consistent with what we've got in here -- and the Board will accept that and clear it over the five-year period, that is your suggestion as staff that that would be preferable?


MR. RITCHIE:  That's correct.


MS. FRANK:  If that is the direction from the Board, we could certainly do it.


MR. RITCHIE:  Yes.  So I think, I guess probably on this would be, in terms of updating your smart meter model, appendix 2Q and that to include -- to show the costs.  And again, if the costs are materially different from what they would have been on a per-meter cost from the past, then, you know, some sort of explanation.


But other than that, the Board has actually allowed for these forecasts.  You know, this is one area where we have allowed that the disposition of DVAs is not just based on audited actuals.


So I am wondering if that would be possible for you to undertake to provide that.


MS. FRANK:  Yes.


MR. ROGERS:  Yes, I think they can do that.  So you want a forecast of these costs over the five-year period?


MR. RITCHIE:  Well, it is really an updating of their model -- of the Hydro One model and appendix 2Q to include the forecasted costs for 2014 so that we know the amount that would be disposed of.


MS. FRANK:  We could certainly do that.  Using our forecast for 2014, the same way we have put in the actuals for the other years, as you say, it can happen that the Board accepts the forecast.  We're fine to do it.

MS. LEA:  Yes.  I guess that is our request, that at least we get the information.

MS. FRANK:  Sure.


MS. LEA:  That would be TCJ1.7.
UNDERTAKING NO. TCJ1.7:  TO PROVIDE A FORECAST OF COSTS OVER THE FIVE-YEAR PERIOD.


MR. RITCHIE:  Okay.  I would like to move now on to -- under the same issue, Board Staff IR No. 84, and really on -- it is on the second page under part (b).


You provided your costs of the average -- average cost per installed smart meter and by the various classes.

Now, one, I just want to confirm that these would be the costs just for the smart meter, like the procurement of the smart meter, and the installation by Hydro One or by a contractor, and it excludes any costs related to the AMI infrastructure, to your back office or operational data store.

MR. BROWN:  Yes.  That's confirmed.


MR. RITCHIE:  Okay.  I know Staff, through Mr. Thiessen, provided to you a spreadsheet late last week, where we had basically input information from your previous applications where smart meters were approved, plus also the costs that you have shown right now for 2009 to 2013 that you are seeking disposition of.

And he's just provided me with your version, and basically I would like to -- when I was just comparing against what Staff had done, there doesn't appear to be any changes.  So basically you are confirming the numbers that we had provided last week?

MR. CHHELAVDA:  Well, what we provided to you is taking our numbers and putting it into the Board's model, so that is what we're confirming.


So if it's the same numbers, then we would be confirming that.

MR. RITCHIE:  Okay.  Or to the Staff analysis?

MR. CHHELAVDA:  Yes.


MR. RITCHIE:  Okay.  So when I look at that, based on the numbers, it appears that the average aggregate cost per smart meter for Hydro One is $543.98.

Can you --


MR. CHHELAVDA:  Could you point me to where exactly that is on the --


MR. RITCHIE:  Basically on -- this is on the spreadsheet that we provided, and that I guess now you have been confirming the inputs.

MS. LEA:  I am not sure this spreadsheet is on the record anywhere.  Is it?

MR. RITCHIE:  No.

MS. LEA:  No?  Okay.

[Mr. Thiessen passes the spreadsheet to Mr. Rogers.]


MS. LEA:  Well, you can't complain that the questions are not sufficiently technical.

[Laughter]


MS. LEA:  We're getting into details I wouldn't even venture to cross-examine about.


MR. GARNER:  Sorry, Keith, while they're doing that, I have lost your train here.


Are you saying the average that's all smart meter costs is different from the response in the IR?


MR. RITCHIE:  Yes.  Basically what they provided in the response is just the costs for the installation of the smart meter.  It doesn't include any of the communications infrastructure, any of the back office.


MR. GARNER:  I see.


MR. RITCHIE:  Any of the ongoing operation costs that they have tracked, so...


MR. GARNER:  I see.  It is just a meter cost?

MR. RITCHIE:  That is correct.

MR. GARNER:  I see.  Thank you.

MR. CHHELAVDA:  So if -- so this is what we provided.  If it is what we provided, then I can confirm the numbers.

MR. RITCHIE:  Yes, okay.  Now, that number, you know, $543.98, that, so far, would be, I think, the largest average per meter cost that the Board has seen so far.


I understand Hydro One's size, its operating circumstances.  You know, there are reasons for having these -- or for Hydro One having costs that will be different than for the bulk of the Ontario distributors.  But nonetheless, this is a fairly large number.  And, again, even in terms of the aggregate -- based on this spreadsheet -- yeah, it looks that the Hydro One -- again, up to 2013, the costs would be $654.3 million, which, again, is a fair chunk, I guess, from what we've seen in terms of the total industry smart meter costs.

So I think that this is -- so, you know, I think the concern from Staff, and probably that will be for the Board, is really trying to understand these costs, you know.  Like, you have incurred them, you have deployed the smart meters, but again, are these costs sort of, like, really prudent?  Did -- was there any sort of, like, overages in the costs in that?


And I guess our concern is in terms of getting at the information that we need in accordance with guideline G2011-0001 and with the Board-issued smart meter model -- which I know was provided to you in Interrogatory Staff 86.

And so actually I will move on to 86, because I think that really is going to be the bulk of what I am needing on this one.  And it is under the same issue.

MR. ROGERS:  Excuse me.  We're having a little trouble here at the counsel table just following where these data came from.

I understand your explanation, but -- so let's carry on with the discussion, but I am going to ask them to look at this over the lunch hour just to be sure that we're on the same page here.  So carry on.


MS. GIRVAN:  If people could cite the issue number every time, because it's --


MS. LEA:  This is issue 5.2.


MS. GIRVAN:  Yes, I realize that.  We need to all get in the habit of doing that.

MR. RITCHIE:  What I would probably like is that Hydro One has so far provided its smart meter model in Exhibit F 1, tab 1, schedule 3, attachment 2, but in PDF format.


So, one, I would ask if Hydro One could provide their model in Microsoft Excel format.


MR. CHHELAVDA:  We could do that.


MR. ROGERS:  I am advised that's been done this morning.

MS. LEA:  Is that what --


MR. ROGERS:  I think these questions just came in late Friday night and they were just seen this morning.  I believe that is being communicated or has been already.


So yes, either we have or we will.

MS. LEA:  All right.  So that is TCJ1.8, Excel spreadsheet of the smart meter model of Hydro One.
UNDERTAKING NO. TCJ1.8:  TO PROVIDE SMART METER MODEL IN MICROSOFT EXCEL FORMAT.


MR. ROGERS:  I have hard copies here now, as a matter of fact, I am told, if that would be of any help.

MR. RITCHIE:  No.  We actually need the Excel version.


MR. ROGERS:  All right.  Very good.  I think you've got it, but if not, let us know and we will resend it.

MR. RITCHIE:  Okay.  And in Staff 86, in response to Staff 86, Hydro One basically declined to provide their -- the smart meter information through the Board-issued model.


And we don't understand the response.  We don't understand why Hydro One could not basically populate the Board-issued model, provide the same information.


And this will also give us a sense, and the Board, as to, you know, if there are differences between Hydro One's methodology and the Board-issued methodology, which has been accepted and used, I guess, in the majority of the smart meter applications by other distributors.

So, you know, we don't understand why it couldn't be done or why the data isn't available.


MR. CHHELAVDA:  Well, we have provided or will be providing the model -- the Board model populated.  I believe that should address the concerns you are expressing.


MR. RITCHIE:  Okay.


MS. FRANK:  Can I just clarify?  Are you actually talking about getting the rider and the rider to customers' rates?  Is that the portion of the model that you are concerned about?


MR. RITCHIE:  Well, I guess -- it probably -- again, I have noticed that you have included the amount for disposition in your normal DVA rate rider, which is a deviation from the norm.


I guess we would -- we would like to see what would be smart meter rate riders, but, you know, whether it goes through the way that it has historically or whether it should go through a separate one, I guess that can be discussed later in the process, you know, again, so, yes, if you can populate the model and provide the estimates of these, that would be preferable.


MS. FRANK:  I don't -- I don't believe that the model works in terms of the allocation to rate riders, given that you have multiple classes.  I think the model is oriented towards another LDC that has one residential class.


So we have had to do something in terms of reflecting the customer classes that we had.  We couldn't accept the model the way it was.  It wouldn't work.


And if it is about that piece of it, our next panel can actually talk more about it.  If it is that piece of getting the cost to the right rate class, then this is not the right group.  But only if it is that piece.


MR. RITCHIE:  Okay.  Again, yes, I can understand that.  I think probably more important to us is getting the costs, and really up to the amount, the deferred revenue requirement, and we can deal with the rate riders' disposition separately, I think.


MR. CHHELAVDA:  I just want to clarify.  I believe I misspoke.  What we've done is we've provided the Hydro One model in electronic format.  We have not provided the Board model.  So I just wanted to clarify that.


MR. RITCHIE:  Okay.  But we would like you to also undertake to populate the Board-issued model as requested in Staff 86.

MR. CHHELAVDA:  Not knowing the level of effort required, we can provide a best-efforts undertaking on that.

MR. ROGERS:  Well, let me take that under advisement, again, if I could, just so I can find out what is involved.  If it can be done readily, it will be done.


MS. LEA:  Thank you.  We will wait to hear from you.


MR. RITCHIE:  Thank you.


MS. LEA:  I can keep going with questions, or other folk may have questions?  Please.


MR. GARNER:  I think I only have one remaining in all of these areas, and that would allow me then to complete my questions.


Mine is actually an area 3, or issue 3.  It is a fairly simple set of questions.  It's I-3.01, 06, VECC 53.  I will wait until you pull it up.  I think it's -- it is a little table with -- that doesn't look like it.  It may be a little -- it is 53, I think.  53 -- 59, I'm sorry.  It my mistake.  59.  Right.  This is it.  The EDA membership, et cetera.


The amounts aren't large, but I am curious about some of the numbers that were provided in this table.  I will leave aside the genesis of the Canadian Women's Foundation and hope I wouldn't make a politically incorrect question anyway.


So since you are not doing it past 2013 -- so the North American transmission line and the Edison Electric line for memberships, can you hope me with what those two are and why membership in the transmission is ending up in the distribution application?


MS. FRANK:  I believe what we've provided is -- is a total company-wide response to these, not the amounts that made it into distribution.  But I would like to clarify that.


MR. GARNER:  Could you clarify, because that is what I thought too.  Therefore, they wouldn't really be in the revenue requirement, but because you put them in the table, it kind of --


MS. FRANK:  Right.  I think we looked at the question and said, what did the company pay in these areas, and we listed all of the memberships, so we will go back and see the portion --


MR. GARNER:  Right.  That would seem reasonable.


MS. FRANK:  -- that only relates to distribution, which is what you're asking for.


MR. GARNER:  Yes.  Ms. Frank, do you think that might also be for Edison Electric?


MS. FRANK:  I suspect that is true as well.


MR. GARNER:  Right, okay.


MS. FRANK:  But we will look at that.


MR. GARNER:  Thank you.  If you could clarify whether those amounts are in the revenue requirement for distribution or not, that would be helpful.


MS. LEA:  So that would be TCJ1.9.
UNDERTAKING NO. TCJ1.9:  TO ADVISE WHAT THE COMPANY PAID IN THE AREAS NOTED, INCLUDING THE PORTION THAT ONLY RELATES TO DISTRIBUTION.


MR. GARNER:  Thank you.  And on the same interrogatory -- and this is a more general question -- a number of utilities do, in Ontario, use the MEARIE insurance program.  And I am curious if you know why it is not a -- why Hydro One doesn't subscribe to that insurance program.


Can you help me with that?


MR. SCOTT:  It is my understanding the MEARIE is an LDC-based insurance program that was created a number of years ago, and we do not subscribe to that.  We are self-insured, or we have our own insurance.  We do not participate in the MEARIE insurance program.


MR. GARNER:  Well, I certainly understand that from the response.  But is it because you self-insure?  Or you insure with a different party?


MR. SCOTT:  I think it is both.  We insure with different parties and also self-insure.


MR. GARNER:  Have you ever reviewed their program to see whether it is competitive with your own -- with what you do internally?


MR. SCOTT:  I cannot answer that.  I don't know.


MR. GARNER:  Okay, that's fine.  I don't need to follow that up.


MS. FRANK:  I do know that the MEARIE insurance program is very much to provide a platform that allows smaller LDCs to be part of a larger whole.


And once you sign up for it, then you are on the hook for the experience of all the LDCs, who have very different asset efforts and very different circumstances.


And when we look at our share, if we went into this, we would be paying a major portion for what happens in other LDCs.  So I know, when we have examined it, we thought that is a major liability that really our customers shouldn't have to pay for.


MR. GARNER:  Right.  Well, thank you, Ms. Frank.  I think that is all of my remaining questions.


MS. LEA:  Mr. Rogers, I should let you know that Staff still does have quite a few questions, and I was planning to take lunch at about 12:30, so I didn't know if there was anyone who didn't have too many questions and wanted to go or get their matters done?  I mean, I can keep going, but we're going to continue past lunch just for Staff, so --


MR. ROGERS:  That's a good suggestion.  I am certainly agreeable.  If anybody has questions they would like to ask now and then depart, that's fine with us.


MS. GIRVAN:  I have one question.  I am not going to depart, but I have questions.

[Laughter]


MR. ROGERS:  Then I don't want you to ask questions.


MS. GIRVAN:  Sorry, Don.


MR. ROGERS:  That was the carrot on the stick in this.


MS. GIRVAN:  My question is on -- it is issue 4.2, and it's about the common costs, corporate costs.  This is the right panel, right?  And it is CCC 24.  So it is tab 4.02, schedule 10, CCC 24.


So it is just with respect to the outsourcing agreement that is going to expire in February of 2015.

I am just wondering what will happen if it turns out it is going to be different in some respects from what is currently in place.

So you've got a forecast, obviously, for O&M in your plan, but this hasn't been finalized yet.  So you're just prepared to live with your forecast?  Or would you update things when this is finalized?

MR. SCOTT:  I think currently we have no new information.  The RFP is out there; they're going into negotiations starting this week.  So our current five-year plan around outsourcing and the associated savings is set.


We will just have to react once we hear what is finally going to happen.  There will be a Board approval later this quarter or beginning of the next quarter, and we will incorporate that.

MS. GIRVAN:  You will incorporate that?  What does that mean?  Susan is going to jump in.


MS. FRANK:  They're talking from a business planning perspective, certainly the company will have to accommodate whatever the contract is.


But from a rates and a customers' perspective, we're going to live with what we put in the plan.  So we're not going to come back.


Right now I can tell you some of the limitations we've had in terms of who we can negotiate with means that the savings we've got in this plan are quite a stretch.  It's going to be very difficult to get this level of savings out of under the Inergi contract.


However, that is what is in the plan.  This is a management action; it is not an external driver.  Therefore we live with it.


But that would be -- if you asked me about an example of a challenge to meet the levels of productivity assumed, this would likely be my first and largest example.

MS. GIRVAN:  Okay.


MS. FRANK:  No change is coming.


MS. GIRVAN:  That is pretty clear, then.  Thank you very much.

DR. HIGGIN:  Jennifer, we had some questions also.  We advanced them to Hydro on this topic, so maybe just for continuity I will just switch to those.


So if we could start with Energy Probe 33, that would be tab 4.3, again, and No. 33 response.  We will start with part (a) of that.  Part (a).  Right.


So what we asked in this question was a copy of the TPI benchmarking report.  Okay?  Am I on 33?  Yes.  So no, this must be a different one.


But anyway, to come to the question, we couldn't find the TPI report being filed.  And I looked at your letter today, with all of the confidential information that you were filing, and what you said in one of your responses is that you would file that copy of the TPI report, maybe with redactions or whatever.  And I haven't seen that being filed.


As you know, you sent a letter today, and I looked at that letter and I expected to see that that would be one of the items.


MR. ROGERS:  I am instructed that a paper copy of this, a redacted paper copy has been filed.

DR. HIGGIN:  Oh.


MR. ROGERS:  But if not -- let us check, but I am instructed that it has been filed.  Why you don't know about it, I can't explain, but...


Let us check.  And if it isn't, it will be.

MS. FRANK:  This might be a good after-lunch type thing.  We brought hard copies of the confidential information to provide to anybody who had signed off on the confidentiality.


So if they're not in the room right now -- and I am getting a sense they're not -- and if you have signed the confidentiality piece, then you can pick them up after break.

MR. ROGERS:  Apparently this is not confidential, this particular report, I gather.


DR. HIGGIN:  I don't know that.

MR. ROGERS:  Well, leave it with us.


DR. HIGGIN:  It says "Redacted," so therefore I would have said it would be.


So that's a request, then, to make sure that TPI is available, as part of the confidential or otherwise.  Thank you.


MS. FRANK:  Okay.

DR. HIGGIN:  Thank you.

MR. RUBENSTEIN:  Can I just ask why it is being filed?  If this is a non-confidential version of it, a redacted version, why is it not being filed electronically?

MR. ROGERS:  I don't know.  I will have -- let me look into it over the lunch hour.  I really don't know.

DR. HIGGIN:  Okay.  So the other question, then, is -- I think you pretty well answered this, but if you could look at this IR and look at number -- this was the one I as wanting to look at, 33, parts (g) -- there we are.

So what we had here, a question which is similar to what Julie asked you:

"What evidence will you provide on the updated outsourcing costs and the allocation to DX and TX?"


Now, very important, that, the difference between this question and the answer you gave is that last bit, the allocation to DX and TX.  Because not only are you going to have a new set of outsourcing costs, but it is potentially because the mix of services that you're going to go for could be different, and therefore that could affect the allocation to DX and TX.

And so my question is:  Will you consider whether an update to the allocation to DX and TX of the outsourcing costs -- the CCFS costs, that's the OM&A and the asset costs –- will -- is required once you see what those -- that contract is going to be and the mix and costs.


So that is the question.

MS. FRANK:  We're not going to update what is in the evidence for either the costs or the allocation, because what we've filed here is the ask.  This is the management
-- like a lot of our costs, they're within management's controls, management's negotiating the contract, and we will live with what we have put in the application.


We are not going to change the allocation or the absolute level.  This is what we say this contract is going to cost us.


It likely won't.  And given where we're going, I think it will likely be more, but that will be our burden to bear, not the customers'.


DR. HIGGIN:  But you're dealing with the one question, and that is the –-


MS. FRANK:  No.  I am dealing with both.


DR. HIGGIN:  -- the aggregate.


MS. FRANK:  I am dealing with both.  We're not going to change the allocation either.

DR. HIGGIN:  Okay.  Thank you.  That was my follow-up question.  Thank you.


MS. LEA:  Anyone else putting up their hand at this point?


Yes.  Shelley Grice.

MS. GRICE:  Sorry, I'm just having trouble with my mic.

Questions by Ms. Grice:


I just have a couple of questions for now, so I might as well get them out of the way.  If we can go to AMPCO No. 12, and it is tab 2 and I think it is issue 2.2, and this is just a follow-up question to the questions that were asked this morning regarding some of the outcome measures that were set, and whether or not number of interruptions for poles -- how it was considered.


If you look at part (b) to the response, it shows that the number of forced interruptions due to pole failure is 533.  So I just had a similar question to what Jennifer asked, which is:  First of all, how did you arrive at the 533?  And then just a bit of an explanation on the static nature of the number of interruptions over the five-year period.

MR. BROWN:  Okay.  So once again, our story around this is very similar to the story around the DS refurbishments, that we have an aging fleet of poles that are coming beyond their service life.


And so in the absence of ramping up the pole replacement quantities on an annual basis, our expectation would be that we would see degradation of the reliability.


And so our forecast number of interruptions of 533 per year is consistent with trying to have a sustainable pole program over the long-term.


And so that's why the -- I know it seems counterintuitive to some folks that we're increasing expenditures on an annual basis, however maintaining the number of interruptions.  But it has to do with the demographics and condition of the poles and the quantities of poles that are coming beyond expected service life.


MS. GRICE:  Okay, thank you.


My next question is related to AMPCO No. 25 -- I'm sorry, issue 3, something, tab 3.  I'm not sure what issue it is.  Sorry about that.  But it is AMPCO No. 25.  Actually, it is issue 3.2.


So we asked a question here about the difference between replacing a transformer under a planned versus failure situation.


And just to -- we'd asked about the cost of the difference between the two.  I just wondered if you could ballpark just the cost of replacing a transformer under a planned situation versus a failure, just in terms of order of magnitude.  Is it two times?  Three times?  What -- the difference between planned versus failure, or I should say failure versus planned.


[Witness panel confers]

MR. ROGERS:  Yeah, I think the witnesses are indicating that -- I've told them not to guess at answers, so I think they would like to think about it a little bit, and he will undertake to provide the information, but he wants just -- let him think about it a little bit before he answers.  He probably checks some data, I imagine, too.


MR. BROWN:  Thank you, yes.


MS. LEA:  All right.  TCJ1.10.
UNDERTAKING NO. TCJ1.10:  TO BALLPARK JUST THE COST OF REPLACING A TRANSFORMER UNDER A PLANNED SITUATION VERSUS A FAILURE, JUST IN TERMS OF ORDER OF MAGNITUDE.


MS. GRICE:  Okay.  And then I just have a general revenue-requirement question.  Is this the right panel --


MS. FRANK:  Yes.


MS. GRICE:  -- for that?


MR. ROGERS:  Yes, I think, yes.


MS. GRICE:  Okay.  I just wondered if -- it may be in the evidence, and please point me to it if it is, but I was just looking for a chart that showed the 2011 Board-approved revenue requirement and then the drivers of costs that go on top of that to get us to the 2015 revenue requirement, if a chart like that exists, and then, therefore, in the chart the deficiency would fall out.


[Witness panel confers.]

MS. FRANK:  Just checking one time again.  You're saying '11, 2011 to 2015, and what the incremental costs are?  Is that another way of phrasing your question?


MS. GRICE:  Yes.


MS. FRANK:  Okay.  And I...


MR. SCOTT:  It is currently up on the screen.  Is this what you're looking for?


MS. GRICE:  I guess.  And then in the evidence as well are the drivers of OM&A increases.  I guess I was just looking for a little more of a narrative around specifics that are increasing it, like the specific OM&A pieces.


MS. FRANK:  Can I suggest that what you do for this would be to actually look through the OM&A -- so could you please go back up and show the table again, thank you.


So these are the elements that are increasing.  So you go into the evidence and look at OM&A, and you know there is a significant breakdown as to the OM&A and the various programs underneath it and why each one of them is changing.


So unfortunately, I think that is the -- it's a bit of effort, I appreciate that, but that's the way to go after it to actually look what's changed, and you do the same for the depreciation.  You can look at the return on capital elements.


So these -- it is like this gives you a bit of a road map as to where you need to go, but then you actually have to go to those areas and find out what's driving it.


Let me pick a simple one on here, the depreciation and amortization.  I know that one is a combination of items.  It's a new depreciation study that's changed the rate, and we got some questions on that, as well as the fact that the rate base and the number of in-service assets have increased.


But what you do is look to the various pieces of the evidence, and you will find what is driving the change.


MS. GRICE:  Okay, thank you.


MS. LEA:  Yes, Richard Stephenson.
Questions by Mr. Stephenson:

MR. STEPHENSON:  Hi.  I have a few things around, going back to poles.  So it's --


MS. LEA:  We have more pole stuff too, so...


MR. STEPHENSON:  Okay.  I think it is issue 2.2.  And there is a response.  It is actually to an Energy Probe interrogatory.  So it is D1, tab 2, schedule 1, Energy Probe 13.


And the issue here is dealing with what I would call the sustainable level of pole replacement.  And in the response to (a) you make reference to the fact that, in addition to the 15,200 through your pole replacement program formally, you are anticipating the replacement of approximately 13,000 additional poles through a variety of other activities, if I can call it that.


And the question I had for you is, it would have seemed to me that these 13,000 additional poles aren't necessarily end-of-life poles as we would understand that by virtue of demographics or asset condition.  They're being replaced for reasons other than the fact that they're end-of-life.


Am I right about that?


MR. BROWN:  Yes.  You would be correct that not all of those 13,000 poles would be end-of-life poles.


MR. STEPHENSON:  Right.  Some are and some aren't.


MR. BROWN:  Some will be, some will not be.


MR. STEPHENSON:  The question I have then is, how can you rely upon that 13,000, adding up, you know, with the 15,000 others to be addressing your vintaging problem -- that is, your end-of-life problem -- when some aspect of that 13,000 aren't really end-of-life poles at all?


And I guess the question then becomes, do you know how many end-of-life poles you are actually replacing?  It is 15,000, plus some other number.


MR. BROWN:  Correct.  And so each year that goes by we have a look at renewing our demographic profile of the assets, the pole assets, and take a look at how much of those 13,000 are actually contributing to the end-of-life issue.


Certainly we are in a position right now where current replacement levels aren't sufficient.  And so that is why we're ramping up to the 15,200 planned.  That may need to get revisited as we go through the rate period.


MR. STEPHENSON:  Needless to say, you probably know my view.  It's that it is too low.  But, I mean, you've got -- you're in a five-year period here, and I just wonder, I suppose -- I don't know if this is for Ms. Frank or not. But let's assume by year three you're finding that you're actually not reaching the sustainable replacement level because the proportion of the 13,000 that are actually end-of-life turns out to be very low.


Does that mean you're going to increase your pole replacement to get you up to a sustainable level during the five-year period, and eat the cost?  Or does it mean that you are not going to revisit this until next time around?


MS. FRANK:  I think I've already indicated that we will operate the business in a responsible fashion through this five-year period, and if that responsible fashion means that we have to do more work in certain areas than we have currently identified in the plan, that will be something that the company will have to figure out a way to do, and it will be at the company's cost.


We are not suggesting that anything that is under the company's direction, we would come back and ask for any type of an adjustment for.

MR. STEPHENSON:  Okay.  I've got a -- I'm off poles now, and on to -- this is -- I think it is -- it is issue 3.2.  It's PWU No. 6, schedule 3, PWU No. 6.  There is an issue here about station refurbishments.  And I think it is (e) and (f) that I am looking at.


There's a -- I gather here the issue is the balance between rate impact on the one hand, and system reliability in terms of interruption levels.

And the question I had for you is:  Are you -- is it simply the maintenance of your current level of interruptions that you view as the driver that you need to meet?  That you're not -- you are not forecasting, nor do you want or are you planning on improving system interruption performance?  You are meeting.  That's the balance you've struck?

MR. BROWN:  That's the balance we're striking, yes.  Our customers are suggesting that they're satisfied with the current reliability levels that we're -- service levels that we're providing.


So what we're doing is we're trying to match the investment requirement in these particular assets in order to achieve that outcome.

MR. STEPHENSON:  Okay.  I've got one more and then I can shut up.

This is also a 3.2 issue.  It is PWU No. 9, and this is dealing with the issue of your change in both terminology and, I think, the actual measurement about system condition.

And you have indicated in your response to (a) that you no longer use the terminology you used to use about asset condition, about good, very good, et cetera.  And that you are now are characterizing in terms of risk.

And the question I have for you is -- this change makes it a little difficult for us to measure, or to track, sorry, your historical performance.  I gather these terms are not co-extensive, that when you talked about "very good" versus risk level measurements, we can't just simply -- this is not a terminology change.  This is actually a measurement change.


MR. BROWN:  That's correct.  It is a different measurement than in the past.

MR. STEPHENSON:  Okay.  And so -- and I take it you are not -- you are not, for any purpose, continuing to use the old metric?  Or am I wrong about that?

MR. BROWN:  Not to my knowledge for anything.


MR. STEPHENSON:  So we simply have a historical discontinuity here?  We can't track where you are at now relative to your historical performance?  We simply don't have a continuity of measure?

MR. BROWN:  Well, I think there is some continuity of measure that goes into the measurement of risk.  And certainly reliability performance, asset performance or reliability is something that is -- you know, it continues to be measured.

And so the performance of the assets, I would say yes.

MR. STEPHENSON:  Right.  But that is an output.  But in terms of the actual status of these assets in the ground, you don't have a continuity of measurement that we can now look at?

MR. BROWN:  It becomes difficult, yes.

MR. STEPHENSON:  Okay.  And I take it you can't reconstruct that, even for the purposes of --


MR. BROWN:  Backwards re-engineering is, I don't believe, possible.


MR. STEPHENSON:  All right.  Thanks.

MS. LEA:  Anything further that anyone wishes to ask before lunch?  If not, then, I suggest we take the lunch break now.


Mr. Rogers, do you need time to speak with your client?  Is an hour sufficient?  Or would you like to break until 2:00 p.m.?  What would you like to do?


MR. ROGERS:  No.  An hour is fine.  Thank you.

MS. LEA:  An hour is fine?  Why don't we say an hour and five minutes?  That will make it 1:45 to return, and I can let you know, Mr. Rogers, that I think Staff probably has another hour and a half of questioning.


MR. ROGERS:  All right.  Well, I am going to keep panel 2 here.

MS. LEA:  Okay.

MR. ROGERS:  And hopefully we get to them this afternoon.


MS. LEA:  Okay.  Thank you.

--- Luncheon recess taken at 12:39 p.m.

--- On resuming at 1:50 p.m.


MS. LEA:  Good afternoon.  I think we're ready to start up again.


I did want to speak, briefly, about the confidentiality matter that I mentioned earlier.  Hydro One has, in fact, filed and copied to all parties a letter outlining the basis for its claim for confidentiality, and so far I think there is only one intervenor that has signed a declaration and undertaking and has received, I believe, an electronic -- uh-oh; is there somebody on the telephone line?


DR. HIGGIN:  The phone line may have gone down.


MR. THIESSEN:  She is dialling in.


MS. LEA:  Okay, thank you, then I will wait.


[Teleconference established with Ms. Blanchard]


MS. LEA:  All right.  I think we're back on line.  Okay.  The mics have been turned -- oh, there.  They're back on again.  Sorry, I thought they were on.  Odd.  Anyway...  Gizmos.  Okay.  We're back on.


The confidentiality; yes, Hydro One has filed a letter outlining its reasons for wishing to hold certain materials that were responses to undertakings confidential.


I know that one intervenor, I believe, at this point has signed a declaration and undertaking to receive those materials.  I don't know whether anybody can yet tell me that, but does anybody know if you're objecting to them being held in confidence, if you have access to them if you sign the D&U?


MR. RUBENSTEIN:  Yes.


MS. LEA:  Okay.  We have a winner.  No, sorry.  I will prepare a procedural order then accordingly and allow for submissions -- objections and submissions in that regard.  Thank you.


DR. HIGGIN:  Jennifer, I have one other question.  This is a follow-up to questions about Interrogatory 33.


MS. LEA:  Sorry, just before we go there.  Anything else on confidentiality?


DR. HIGGIN:  This is on confidential.


MS. LEA:  Oh, I beg pardon, I beg pardon, Roger, go ahead.


DR. HIGGIN:  So I read the letter from Ms. Frank, and it refers to a document requested by SEC, which is the RFP for the outsourcing.  However, we had asked for another document in 33, and we still have not received that, nor is it on the list of documents that have been filed.


So I think I mentioned that to Hydro, and we would like to ensure that whenever we sign the declaration, that document is available in whatever form Hydro wishes to file it.


And in 33 it is the TPI sourcing Consultants Canada Benchmarking Report.  That is what was requested in (33).


MR. ROGERS:  I think I can help here.  I am instructed that the Inergi benchmarking study, which I think is what Mr. Higgins is talking about, in a redacted form has been filed with the Board.


It's been redacted at the insistence of Inergi, with respect to certain sensitive proprietary information, rates and so on.  So that redacted version, I understand, is available.


MS. LEA:  Was that in response to the interrogatory that Mr. Higgin was talking about?  Or is it in response to a Staff interrogatory?


MR. ROGERS:  Board Staff interrogatory.


MS. LEA:  Yes, that's what I thought.  So Roger, Hydro One did file with the Board -- and is it mentioned in the letter that Hydro One has just recently filed with us today?


MR. ROGERS:  No, I doubt it, because it wasn't confidential.  It has been redacted to take out certain sensitive proprietary information at the insistence of Inergi, I understand.  So Hydro One has filed everything that it is at liberty to file at the moment.


MS. LEA:  Okay.  But it's been filed as part of the confidential material?


MR. ROGERS:  No.


MS. LEA:  No?  Okay.  So which Staff interrogatory does it relate to?


DR. HIGGIN:  The response that they gave me was to Board Staff 63.


MS. LEA:  Okay.


DR. HIGGIN:  But that is on a totally different topic.  It deals with Cornerstone.


MR. ROGERS:  Well, then we better go back to the drawing board here.


DR. HIGGIN:  So I still haven't seen it.  I don't know where it is, but I would like it, thank you.


MR. ROGERS:  Just tell me here what it is you want just so we can be sure.


MR. SCOTT:  Can I help out here?


MR. ROGERS:  Please, please, please.


MR. SCOTT:  I do apologize, Roger.  It is a little confusing.


So in your interrogatory it says to please refer to Exhibit 1, tab 4-2, schedule 1, Staff 63.  So when you go to that, to that particular IR, then it goes, and it points to -- I apologize here.  It points to the actual document.  Oops, here it is.


It points to Exhibit I, tab 3.01, schedule 9, SEC 21, and within that IR is the redacted Inergi outsourcing document you are looking for.


DR. HIGGIN:  Can we just go to that and look at it just to confirm that, please.  Thank you.


MR. SCOTT:  Absolutely, please.  So you are looking for 3.01, schedule 9, SEC 21.


DR. HIGGIN:  Okay.  I am going there.


MR. SCOTT:  Go to the bottom.


DR. HIGGIN:  Okay.


MR. RUBENSTEIN:  You are seeing the issue.  It is not actually -- it was not provided.


MR. SCOTT:  Okay.


DR. HIGGIN:  It hasn't been filed.


MR. ROGERS:  Well, at the risk of confusing things further, if you look at -- if you look at SEC Interrogatory 21, it asks for a -- "please provide a copy of the benchmarking review report of Inergi's fees".  Response:

"A paper copy of the benchmarking report will be filed in redacted form."
And it has been.


Now, is that the report you're looking for or not?


DR. HIGGIN:  Yes, exactly.


MR. ROGERS:  Well, it's been filed.


MR. RUBENSTEIN:  The parties don't have it.


MR. ROGERS:  Well...  That can be corrected, I guess.


MR. RUBENSTEIN:  That's, I think, the issue here.


MR. ROGERS:  Okay, that's fine.


DR. HIGGIN:  And can I just say, since it is confidential, a part of it, it should have been referenced in the letter, and therefore, when we sign a declaration for those items in the letter, it would be included.


MR. ROGERS:  No, it won't.  As I said --


DR. HIGGIN:  No?


MR. ROGERS:  -- Mr. Higgins, it can't be produced at the moment because Inergi objects to producing that information, and it will not be pursued further if people insist on the whole document on a confidential basis.


MS. LEA:  Do I understand the situation to be that among the confidential materials that have been filed only in hard copy with the Board is this report?  And what has been filed is redacted at Inergi's insistence?


MR. ROGERS:  No.  I -- but I --


MS. LEA:  No, okay.  So I'm sorry.


MR. ROGERS:  My understanding is that this study has been filed with the Board.  Not on a confidential basis.  It's been filed with the Board, but in a redacted form, and it's available for distribution to anybody who wants it, regardless of whether they sign a confidentiality agreement.


MS. LEA:  In redacted form.


MR. ROGERS:  In redacted form.


MS. LEA:  Redacted because of Inergi's insistence.


MR. ROGERS:  Correct.


MR. RUBENSTEIN:  And you're not filing an unredacted version of that.


MR. ROGERS:  Correct.  We can actually get copies, I'm told, hard copies of the redacted version after the break.  People can look at it and make a judgment as to what further remedy they wish to pursue, if any.


MS. GIRVAN:  Isn't the issue that it has been filed a hard copy but not electronically?


MR. ROGERS:  Yes, it is, and why that is so I don't know, but that seems to be what's causing the confusion.


MS. LEA:  Because it is not on the WebDrawer.  I think we had better leave this with Hydro One to sort out.  They can let us know, and then if we need to have some process to deal with the redaction of this report -- and I don't know whether that is going to be necessary yet -- I will attempt to include it in the procedural order that deals with the confidential documents, even though I recognize that you have not filed it in confidence.


So we will try to do an omnibus procedural order for that, but if you could let us know, as I understand it, the Board secretary has a copy of that report.  So...


MR. ROGERS:  Let's deal with it that way.  I can't tell you why it wasn't done electronically, but I will enquire and let you know.


MS. LEA:  All right.


MR. ROGERS:  In any event, copies will be available for people here.


MS. LEA:  Thank you.  Thanks very much.


MR. ROGERS:  All right.  Now, there are a couple of other matters, Ms. Lea, before --


MS. LEA:  Please.


MR. ROGERS:  -- we proceed.  Can I clear up some confusion from this morning?  I know your colleague has gone, the smart meter aficionado has left the building, but there was a fair bit of confusion around this smart meter model and so on.

I am going to ask Mr. Chhelavda to address the issue.  And can you clear up the confusion which apparently was caused for us, please, about populating the model, the Board model and so on, and the average cost per meter and so on?


MR. CHHELAVDA:  Thank you.  So earlier I was asked if a document was filed.  And I responded that if Hydro One filed it, I agree with the number.


However, this document was not filed by Hydro One --


MS. LEA:  Which document are we talking about?


MR. CHHELAVDA:  Sorry, the document I believe Mr. Thiessen had given to me.  There is no reference one it.  And it said the average cost per meter was about $543.


So I respectfully would state that Hydro One is not agreeing to that number.  And I would like to draw everybody's attention to Exhibit 1, tab 5.02, schedule 1, Staff 84, on page 2 of 2 in section (b); it gives you the average installed smart meter cost by rate class.


So that is our actual cost.


MS. GIRVAN:  Sorry, can you repeat the reference?


MR. ROGERS:  Slowly.


MR. CHHELAVDA:  Yes.  It is Exhibit 1, tab 5.02.


MS. GIRVAN:  Issue 5.2, yes.


MR. CHHELAVDA:  Schedule 1, Staff 84, page 2 of 2.

MS. LEA:  As I understand it, Hydro One has agreed to provide the Board-issued model filled out to the extent that it is appropriate for the company?

MR. CHHELAVDA:  And I would like to respond to that as well.  So -- this is the piece I was referring to in terms of our average installed smart meter cost by rate class.


MR. ROGERS:  Speaking to what is on the screen there, Ms. Lea.


MS. LEA:  I understand.  But this is without any support services, back room costs -- back office costs, that kind of thing?

MR. CHHELAVDA:  That is my understanding.

MS. LEA:  Okay.


MR. CHHELAVDA:  Now, in terms of -- I believe the undertaking was TCJ1.9 where we said we would explore populating the Board's smart meter model.


Now, over the duration of the smart meter program, Hydro One has had two separate Board approvals about the smart meter variance account and the associated tranches of smart meter in-service additions.


Now, the Board's generic model will not accommodate this fact.  So the number that would be produced would not be a meaningful number.


In addition, you know, our model is consistent with the model that we use for our annual revenue requirement model, and it is also consistent with what was approved by the Board in Hydro One's DX IRM for smart grid program and the associated variance accounts.


So to complete the Board model would -- the fact that it can accommodate the two variance dispositions, we don't feel we could complete it and tell a meaningful story.

MS. LEA:  Okay.  Not being any kind of smart meter expert, I will ask Mr. Ritchie to have a look at your answers today, and if we have further questions we will get back to you, whether formally through this technical conference, or in writing.


MR. ROGERS:  That's fine.  Thanks, Ms. Lea.


Just before I let -- leave the panel to answer further questions, there is another area that I wanted to just clear up.


I think this is for you, Mr. Amodeo.


MR. AMODEO:  Yes.


MR. ROGERS:  There were some questions this morning about productivity gains and the big table with the large number of projects.  So the question was:  How can intervenors and how can the Board be sure that these productivity gains have been calculated appropriately?  And so on.


And we were going to give some thought about where the cut-off should be to maybe meet the legitimate concern of people without causing weeks of work.


Can you help us with that?


MR. AMODEO:  Well, I think originally it was asked that we look at and provide detail for anything over a million dollars within any particular year.


And I did a quick analysis on the lunch and found that at about 7-and-a-half million, we cover-off 80 percent of the savings from 2014 to 2019.

So I was wondering if that would be sufficient to provide that detail, knowing that it covers off that much of the total savings.

MR. RUBENSTEIN:  Let me consider it.

MR. AMODEO:  Okay.  Thank you.

MR. ROGERS:  I think we can undertake to do that at least, can we?  We can --


MR. AMODEO:  Oh, sure.


MR. ROGERS:  So we will do that.  And then if you feel that is insufficient for some reason, let us know.  I won't promise anything, but we understand what you're trying to get at and --


MR. RUBENSTEIN:  I will let you know today.


MR. ROGERS:  We understand the issue and we're trying to just provide information that is more easily obtainable, that will satisfy you.  Or answer your question.


It will never satisfy you; I know that.


[Laughter]


MR. ROGERS:  Now, was there one other interrogatory or one thing that we agreed to do –- undertaking, rather, this morning, Mr. Amodeo, that you can now answer for us?

MR. AMODEO:  Yeah, and that was:  Where were the Cornerstone phase 3 and 4 savings?  And they're in business transformation.


Actually in the evidence, Exhibit A, tab 19, schedule 1, starting on page 7 through to page 8, those three initiatives make up the Cornerstone 3 and 4 in that CIS.  It is asset analytics and the business process consolidations.  Okay?

DR. HIGGIN:  Good.

MR. ROGERS:  Thank you.


I think those are the questions we could answer now, so we are available to continue.

MS. LEA:  Thank you.
Questions by Ms. Lea:

Board Staff has quite a few topics to cover.  Does anyone else wish to precede us?  If not, I will turn to the questions, then, that were sent to you late Friday.


And I think that we're down to issue 2.3.  So that would be Exhibit 2.03, schedule 1, Staff 14.  This deals with the evaluation of anticipated benefits of the eight areas of focus that you have proposed.


The question was:  Was this -- was there ever a net present value analysis done?   And the response indicates that it would not suitably capture the value to customers.  And we're not sure why that is the case.


NPV analysis is a very common tool for business case analysis.  I was wondering what your thoughts were there.

MR. SCOTT:  Yes.  Consistent with the earlier response, we see the NPV analysis not being the only thing that would be of interest to customers.  There is going to be other tangible items that we would consider when we're looking at the needs of the customer or value to our customers.


The additional drawback of believing that we can do a NPV analysis of customers is that we'd have to monetize all aspects of our business values and then apply the net present value to that.


So we do not tend to do that.  We tend to use NPV for single transactions or single projects.


We would be -- this is a little bit of mixing apples and oranges, but we would have to monetize.  So we don't tend to go there.


MS. LEA:  So there would be what you believe to be unmonetizable inputs to this calculation?

MR. SCOTT:  That's correct.

MS. LEA:  You indicated that you used NPV for projects, particularly single projects.  But when we look at -- and we may have more questions about this IR, but just for now, when we look at Exhibit 1, tab 2.03, Staff 14 -- oops, sorry.  Oh, I beg your pardon.

That was the beginning of it.  It is Exhibit 1, tab 3.02, schedule 1, Staff 52.  So this is issue 3.2.


We were trying to ask you for an economic evaluation of material projects.  And in the "Project economics" column of that response -- and we found the response in general very helpful, but we're still trying to get some sense of quantification of these project economics, something that we can look at as a type of cost-effectiveness analysis:  How does Hydro One plan to demonstrate to the Board that these projects are economic, and that they're ones that should be chosen?


So it's that kind of thing that we're struggling with, in terms of monetizing or quantifying in some fashion these benefits.

MS. FRANK:  You can tell we're struggling, as well, with how to help you.


So what is provided in this table is a description of the nature of the benefits.  And the issue that Mr. Scott just provided is a lot of these benefits -- you know, like, I'll stay under the station refurbishment, minimizing the lengthy customer outages, I really struggle with what customers would -- I know they value it, I know it is important, I know it is a benefit.


But putting a number to it is something that would be an incredible challenge, and I imagine it wouldn't be one number.  It would be a scale, right?  If it's -- actually, if it's a short outage -- and interestingly enough, it is less about how long the outage is and how much they know about it.


So if you tell them they're going to be out for half a day and you're out for half a day, it is normally not a bad thing.  It is unfortunate, but it's not bad.


But if you tell them -- and you can err on both sides -- that it's a half a day, and it turns out it is two days, they're most annoyed with us.  But I can't put a number on what "most annoyed" means.  If we tell them we're out for half a day and they send all their staff all home and it turns out it's a half an hour, they're also annoyed with us, because they sent their staff all home and they shut their equipment down.


But once again, I don't think I can put a number on it.  I don't know how to do this.


MS. LEA:  So in terms of -- yes.  I understand what you're saying.  So in terms of assessing the project economics for your own planning purposes and deciding that these were things to do, did you not attempt to create some kind of monetization or cost/benefit analysis at least to some degree to say:  These are projects we have to undertake, this is the value to Hydro One and its customers of undertaking them, and this is what it is going to cost. So therefore, it is a good thing to do.


MR. BROWN:  Perhaps I can jump in here.


MS. LEA:  Please.


MR. BROWN:  When we evaluate the asset risks that are existing in our network, our planners look at ways that they can solve those from a technical perspective.


Often there's more than one way for us to solve a problem.  We can build a line from A to B.  We can put in a new station here or things of that nature.


And so as we go through the solving of the technical problem, evaluation alternatives are generated at the planning stage that are compared against each other.  And I think it is that point that you're wrestling with, right?  I see a nod there.  That's a good sign.


MS. LEA:  Yes.


MR. BROWN:  And so the planners will look for the lowest-cost alternative that delivers a satisfactory result and solves the problem that they're tackling.


And so all of those -- all of those different alternatives, I will call, are the things that then go into our investment prioritization process.


MS. LEA:  I wonder if I could just stop you there, and please go on after I finish this question, but do you quantify this -- when you look at these different alternatives and say, I need to reduce outages or whatever, do you quantify it by saying, I can do it with poles, I can do it with stations, I can do it by tree-trimming, whatever it is?


Again, when the Board comes to evaluate this plan, it will want to know that you have chosen good projects or the best projects or the best way, the best mix.  What can we look at?


MR. BROWN:  So I've brought some tools here that I think may be of help.  I did not bring the entire mountain of data, but I brought a few represented -- representative examples of what a planner would put into the tool and what the tool would generate as an output.


And so I think from an illustrative perspective, if I could walk you through an example of this, it may help the Board and everyone sort of get a picture of how it works.


MR. ROGERS:  Because they had a heads-up on this one, they were able to do a little bit of work, and there is a
-- I've actually got some paper copies here, Ms. Lea, if you'd like, that we can distribute to help people follow Mr. Brown when he goes through this.


MR. BROWN:  I will wait for a couple of hard copies to get distributed so folks can perhaps follow me through.


MS. LEA:  Thank you.


MR. ROGERS:  Did you plan just to give it an exhibit number?  I suppose we should.


MS. LEA:  Yes, certainly.  Just one moment, please.  It is just a complication with an exhibit number.


--- Ms. Lisa Lee passes out hard copy of document.


MS. LEA:  Thank you.  Yes, it will be TCK1.1.  And we may have to sort out another thing that was filed earlier, but we will do that with the applicant.  We don't need to take up transcript time for that.


So this -- we have two documents in front of us.  Can these collectively be TCK1.1?  And could you give them a title, please.


MR. BROWN:  Okay.  So this one here would be the --


MS. LEA:  The investment summary report?


MR. BROWN:  It is about a six- or eight-page document, both double-sided.  This is the Investment Planning Input.


MS. LEA:  Okay.  It's got the words "investment summary report" in the upper left corner.  Can I use that?


MR. BROWN:  Perfect.


MS. LEA:  Okay.


MR. BROWN:  And you may want to just put dash line clearing for this one.


MS. LEA:  Yes, I see that.


MR. BROWN:  Because I have others available if folks want to have a look at a couple of the representative examples.


MS. LEA:  All right.  And the second piece of paper that's been handed out?


MR. BROWN:  I would call this the accomplishment file.


MS. LEA:  Okay.  And can it collectively be one exhibit?  Does it relate to line clearing as well?


MR. BROWN:  It will relate to several of the investment summary reports that I have available for review --


MS. LEA:  Then I think we will give it a separate exhibit number.  We will call the investment summary report TCK1.1.
EXHIBIT NO. TCK1.1:  INVESTMENT SUMMARY REPORT.


MS. LEA:  And we will call the accomplishment file K1.2, again with TC in front of it.
EXHIBIT NO. TCK1.2:  ACCOMPLISHMENT FILE.


MS. LEA:  Thank you.  Please help us further.


MR. BROWN:  This is at the risk of further complicating the matter, obviously, because if I can walk you through the line clearing investment summary report, this is what goes directly into our asset investment planning tool by the planners.


And so the first page -- the first two pages are basically a summary of the further detail that is contained in pages 3 through 11.  So from a format perspective, page 1 and 2 is the summary of the detail of the entire report.


And so what the planners do is, they describe the investment strategy, and they talk about some of the investment interdependencies, because sometimes one project, such as this one, line clearing, will also be impacted by a brush control and a customer notification protocol that are different investment drivers.  So that is why they put those interdependencies there.


Then in the blue column or the blue rows, you will see that they have put in three investment alternatives, okay?  There is a vulnerable alternative, and you will see -- you will hear these terms, vulnerable, intermediate, asset-optimal, things of that nature, in much of the A-17 documents that describe our processes.


MS. LEA:  Yes.


MR. BROWN:  Okay?  And so each of these investment alternatives for line clearing will be further described and detailed on the summary pages 3 through 11.


And what the red, green, and purple chart shows is what the investment levels are for each alternative and also show what was sort of our last approval level in the black line.  Okay?


So it is intended to sort of summarize this particular investment.


MS. GIRVAN:  Excuse me, what do you mean by "last approval"?  Board approval?  OEB approval?  I don't...


MR. BROWN:  I believe -- business plan, right?


MS. GIRVAN:  Therefore -- sorry, I just didn't understand what that meant.  Last approved...


MS. FRANK:  It is the internal business plan numbers.


MS. GIRVAN:  Okay.  Thanks.


MR. BROWN:  Then on page 2, I have talked before, and you have heard and read lots about risk-based approach to investment decisions, and so on the back what you see are the results of our planners' determination of various types of risk that will be mitigated by this investment, and what the different levels of risk that are going to be mitigated by each investment level.

So if you choose a vulnerable level, that is obviously a lower dollar amount for investment purposes, and will mitigate less risk.

So generally that is what this particular document summary shows.

In the various -- summary of these, you will see, for example, on page 3, 4 and 5, you will see much more detail on what the vulnerable investment level looks like.  Notable in this is what the actual units of work are, and so you will see about two-thirds of the way down the bottom it will talk about the units that are accomplished with this investment level.

And correspondingly for an intermediate 1 and for an asset optimal, you will generally see the unit values for the units completed go up, as well as the spend.


And so in this particular case, we're trained to choose between various investment levels and alternatives considered.  And so for each of our investments, we put one of these into our system after our planners have done the full analysis and figured out what alternatives should be being considered.

So I hope this kind of helps you, to show -- it helps show the rigour by which we evaluate the risks and document the program scope and put this information all into tools that capture our discussions.


Now, after we use the asset investment planning tool, an output is generated.  And so if I can refer you to the investment summary report -- and I'm going to have put my little spectacles on here, because I can't read it.


MS. LEA:  Do you mean the other piece of paper here?


MR. BROWN:  No, this investment summary report document that we gave a separate --


MS. LEA:  The accomplishments file?

MR. BROWN:  Yes.


MS. FRANK:  Yes.


MR. BROWN:  My apologies.  I got the wrong -- the accomplishment file.  You will see under "Line clearing" there is a third line down.


MS. LEA:  Yes.


MR. BROWN:  You will see it is MDM 103.  It's vegetation management, so line clearing, it's been chosen by the tool as an intermediate 1 investment level, and who it is assigned to in terms of accountability for program delivery.


If you can flip up to the next page, you will see a corresponding third line item there that talks about line clearing; it will talk about the net and gross costs associated with it.  And on the third page you will see the units that are accomplished, again on the third row.  So --


MS. GIRVAN:  Excuse me.  What is the difference between net and gross in this context?

MR. BROWN:  In some cases we will receive return monies through -- for example, if it is a customer project, we may charge the customer for a portion of that work.  And so the gross will be higher and the net will be different.


MS. GIRVAN:  Okay.  Thank you.

MR. ROGERS:  That is the explanation.

MR. RUBENSTEIN:  Can I ask just a follow-up question?


MS. LEA:  Please.


MR. RUBENSTEIN:  Can you help me understand how this document and the information here flows into the investment summary documents in the -- or ISD, I think that is investment summary documents that are provided in the evidence.  How this works internally?


MR. BROWN:  So the investment summary documents that are shown in appendix D2, I believe, are -- they contain basically the same kind of information, but these particular ISDs that are put into the tool have more -- they have a little bit more detail in terms of the dollars and fancy charts and things of that nature that -- but they relate entirely -- you know, if there's an investment summary document that is shown in the evidence, basically the planners have produced those with the information from these investment summary reports that go into the AAP tool.


MR. RUBENSTEIN:  No, but just process-wise, this comes first, the document -- the investment summary report comes first?


MR. BROWN:  Correct.


MR. RUBENSTEIN:  Then that is translated into an investment summary document?

MR. BROWN:  Correct.


MR. RUBENSTEIN:  When you're getting approval for a project, it is the investment summary report which is being approved?  Or -- is what is before the person who is approving it, or is it the investment summary documents in the evidence?

MR. BROWN:  Are you talking approval from an investment plan perspective, or a project perspective?  Because what we're talking about right now is how we develop the investment plan.  Correct?

And so the investment summary report is basically installed into the tool.  The tool gets run.  The outputs get reviewed.


At that point, that's when it goes through an approval, an investment plan approval process within the company.

MR. RUBENSTEIN:  This?

MR. BROWN:  The accomplishment files, which is very, very large –-


MR. RUBENSTEIN:  Mm-hmm.


MR. BROWN:  -- gets pulled together.  And this is when it goes into the investment -- the investment plan approval process.

MR. RUBENSTEIN:  And then once it is approved, a summary is created in the investment summary document?

MR. BROWN:  I would say the investment summary documents are part of the approval process.


So when we actually go forward for senior leadership approval of our investment plan, the investment summary documents that are shown in evidence are actually part of the package that get delivered to the executive.


MR. RUBENSTEIN:  And they also get the corresponding investment summary report?  Right?  Yes?

MR. BROWN:  No.  They don't get this.  They get the one that is shown in evidence.

MR. RUBENSTEIN:  Okay.  So they only get the –- okay.  Thank you.  That's helpful.

MR. DUMKA:  Excuse me.  Could I just ask a couple of questions with regards to this, that might help other people?


I would assume that with your various levels here of work, you must also provide the level of incremental demand work which will result?  If you're doing a lower volume of replacements, planned replacements, you're going to have more failures, unplanned failures and demand work.  So there would be a sort of an overall quantification of doing a certain volume of work; is that not correct?


Because otherwise, your OM&A program would skyrocket if you were doing the lowest number of replacements per year.


You must be taking that into account when you are assessing these different volumes of work; is that not correct?

MR. BROWN:  No, that would be correct.  And I would say that's done by the planners as they go through, looking at the various programs or projects.  The planners will make those kinds of determinations as to at what point should we be in a position to renew this versus -- and discontinue maintaining it versus, you know, carrying forward and maintaining something.


So it would then stay in an OM&A program, for example.


MR. DUMKA:  Yes.  So if I step back from -- and look at Ms. Lea's question about doing NPV calculations of the various alternatives, in theory your minimum -- I will say a sort of minimal quantification of what Board Staff is looking for is the total NPV calculation from a Hydro One work perspective, which would take into account the capital cost of the program and the associated demand work.


So you would end up with different net present values for the alternatives that you have looked at.


So in the program you have put forward here, you would have an associated NPV for the total work involved, the demand work and the planned capital replacement; is that not correct?

MR. BROWN:  I would say that I don't think we do a net present value calculation for things like demand work, where we don't have a choice in the matter.  We have to connect a customer, for example.


But I would have to -- you know, I mean it's just not a required calculation if you have no choice in the matter.


But I don't know whether that answers -- it probably doesn't answer your question.


MR. ROGERS:  Ms. Lea, there is your answer.

MS. LEA:  Just a couple of small questions about looking at the investment summary report, the first page.  The chart at the bottom, what is that showing?  What is total value and what's value per thousand dollars?  Is that...


I mean, that kind of -- that kind of gives you your optimum figure in the right-hand side, doesn't it?  Isn't that why an intermediate-one level would be chosen, because the value per thousand dollars is greatest at that level?


MR. BROWN:  Total spend?  This is --


MS. LEA:  We don't know --


MR. BROWN:  -- the risk mitigated per spend.


MR. HARPER:  Is it fair to say -- if I look at the total value here at the bottom of page 1, is it fair to say that total value, if I turn over to page 2, is just the sum of the values associated with each of the individual risk categories there?  You just sum those up, and that would give you your total value for each of the three levels of spend?


MR. BROWN:  That's correct.


MR. HARPER:  So I think that is the answer to Jennifer's question.


MS. LEA:  I'm sorry, which column?


MR. HARPER:  If you turn over the page.


MS. LEA:  Yes.


MR. HARPER:  You've got different risk categories.


MS. LEA:  Yes.


MR. HARPER:  Customer risk, and if you look in, there is a value associated with each of those.


MS. LEA:  Yes.


MR. HARPER:  Therefore, the red, if you were to sum up the values for each of the red -- three bar charts I assume it would come to the same total you have on page 1 there --


MS. LEA:  I see.


MR. HARPER:  -- for the total value.  At least that is -- eyeballing it, that is what it looks like it would be.


MR. BROWN:  Just for clarity purposes, though.  My assumption is that this is a risk score, not dollars.


MR. HARPER:  Yes.


MS. LEA:  Okay.  So the number --


MR. BROWN:  Numerical risk.


MS. LEA:  So, sorry.  Going back to page 1.  I beg pardon if I am not following this quickly enough.  But under total value, that is a risk score?  So there is no dollar unit there.  Yes.


MR. BROWN:  That's correct.


MS. LEA:  Okay.  But the -- so what is the unit?  It is just a --


MR. BROWN:  It is a risk unit.


MS. LEA:  A risk unit.  I will leave that for the moment.


MR. BROWN:  It is patented by Hydro One.


MS. LEA:  Okay.  And then so -- but still on the right-hand side at the bottom of the page 1, the value per thousand dollars is still a number that shows the validity in this case of choosing intermediate one as the level you choose to go with.


MR. BROWN:  Yes.  So what we want to do is, we want to mitigate the most amount of risk --


MS. LEA:  Yes, for the --


MR. BROWN:  -- with the least amount of dollars.


MS. LEA:  I understand, yes.  And that is what I understood.  Okay, that's great.  Thank you.


MR. RUBENSTEIN:  Sorry, if I can just jump in.


MS. LEA:  Please.


MR. RUBENSTEIN:  I don't actually understand what the risk -- the measure of these risks.  What is this calculation based on?  Like, you have come up with numbers for customer risk, reliability risk, safety risk, shareholder value risk.  What are those numbers derived from?


MR. BROWN:  Those are derived from a Hydro One-generated methodology, is the best way I can put it.  We have given risk value to -- or risk amounts in accordance with a particular model that allow planners to evaluate risks for safety versus risks to reliability and so forth and so on.  And so that we can evaluate them consistently across those different types of risk.  Created our own model, so to speak.


MR. SCOTT:  So if I could jump in here.  What Paul's talking to in Exhibit A, tab 17, schedule 4, we do talk to our investment prioritization process in quite a bit of detail.


And what Paul is showing you is the output of that, the actual tool itself, our asset investment prioritization tool.


And what the process basically does is for every level of spend determines what the risk was before the spend, what the risk was -- is to be after the spend, and then allows a determination or a levelling of the various alternatives being looked at so that you can make an informed decision.


You do this for all your various work programs or projects and our asset investment prioritization tool.  Then looks at all of it together and determines an optimal spend.


And the optimal spend comes out in the form of the -- oh, yes, sorry, our accomplishment file.  And I lead the business planning process, and that's a direct input into our business planning process.


So the optimized view of our spend comes to us in an investment plan, in an investment -- sorry.  The accomplishment file, I apologize, to the accomplishment file, and we use that as a direct input.  And all the evidence in Paul's area is based on that output.


MR. RUBENSTEIN:  And for each of these risks, would I -- is there somewhere in the evidence that is explaining what they mean exactly and what are the elements of it?


MR. SCOTT:  When you say --


MR. RUBENSTEIN:  Well, customer risk.


MR. SCOTT:  The types of -- yes.  So if you were to go to table 1 in page 4 of the same exhibit.


MR. RUBENSTEIN:  This is schedule --


MR. SCOTT:  A17-4.  This is how you would view --


MR. ROGERS:  Let's just slow down.


MR. SCOTT:  Sorry.


MR. ROGERS:  Let's get A17-4 up, if we can, please.


MR. SCOTT:  Oh, thank you.


MR. ROGERS:  I am glad we sped up the process by giving this example, but let's carry on with it now that we're into it.


MR. RUBENSTEIN:  So that is these risks that are on this table.


MR. SCOTT:  Yes.


MR. RUBENSTEIN:  Okay.


MR. SCOTT:  And what it does is it gives you an opportunity to look at the types of things you would consider in each of these risk areas.


So table 4 -- table 1, sorry, page 4.


MR. RUBENSTEIN:  Thank you.


MS. LEA:  I'm sorry, I just need a moment.


MR. HARPER:  Jennifer, is it okay --


MS. LEA:  Please go ahead.

Questions by Mr. Harper:


MR. HARPER:  Maybe while you're consulting --


MS. LEA:  Go ahead.


MR. HARPER:  I just wanted to understand, the reference was, you know, going through and looking at each of these investment summary reports, and you've got different levels of spend, and then looking at the value per thousand, and there was some suggestion that the interest was in optimizing the value per thousand in each of these individual investment categories.


I guess the question is, has the accomplishment file just sort of summarized that in terms of what is the optimal spend in terms of the value per thousand?


If it does, how does one -- or does that later take into account such things as what is the total amount of resources that I have to deal with, what is the total amount of dollars I think I am going to -- or how do those -- or do those limitations come after I pumped up the accomplishment file and are further sort of things that are layered on top of that?


MR. SCOTT:  Okay, yes.  So to summarize, just more for myself, I think, the output is the accomplishment file, which is an optimized view of all the work.  Management then sits back and reviews that to the spend that we believe we are targeting.


The actual tool has the ability to put a hard stop on the spend, so it will say, okay, anything up to here we will just draw the line, and then an optimal view will be cut.


We will go through a few iterations of that cycle, determining, is it working right, is it moving properly, and then we will come up with something.


Then there is a separate step after that, that can we resource that?  It is a separate step outside the tool to work with the lines of business and determine if we've got the resourcing to execute on that plan.


MR. HARPER:  Okay.  I figured those steps had to be in there somewhere.  I just wanted to make sure how they fit in the overall process.  Thank you very much.

MS. LEA:  You indicated that you had other examples of these investment summary reports.  Is that something that you have with you?  Or can provide easily?


MR. BROWN:  We have a bunch of them that we can provide, yes.  There are hard copies that we can bring forward.  I think Lisa has some.


MS. LEA:  Well, I tell you what.  I don't think I want to take up transcript time -- if I can call it that -- by going through it all, but I think that Board Staff would certainly like to look at the other examples that you have brought, please.  And then we will determine if we have any follow-up to that that we can ask.


MR. ROGERS:  That's fine, Ms. Lea.  There are a couple of other examples here, I think, that we can leave with the Board Staff.


MS. LEA:  Okay.  Thank you.


Because we're looking at our interrogatory -- yes, it was Exhibit I, issue 3.2, Staff 52.  And there is a whole bunch of projects and a whole bunch of programs.  I am not sure that we want to have a look at everything, but more representative examples or examples of the most expensive might be very useful there.

And the rate impact number might be a good guide as to which ones would be the most relevant for the Board to look at.


So if you look at --


MS. FRANK:  Jennifer, before you go on, could I actually suggest if you look at the accomplishment file, the TCK1.2 --


MS. LEA:  The one that we've got, yes.


MS. FRANK:  There was a list of other projects, programs on there.


MS. LEA:  Sure.


MS. FRANK:  Okay.  We would like to give you the information that matches that.  Because --


MS. LEA:  Let me take that under advisement.


MS. FRANK:  Well, that's what we have here.


MS. LEA:  Okay?


MS. FRANK:  So that's what we'd like to give you.  Okay?


MS. LEA:  We won't say no to that.


MS. FRANK:  Okay.  And then when you look at this, some manageable other set?


MS. LEA:  Yes.


MS. FRANK:  Okay?  So rather than asking us to go away and do something, after you look at what we've got, we brought copies with it.  It matches the accomplishments that you have.  Then, you know, you can decide if you are going to -- it gets to be a point in time where you don't glean more from more paper.


So why don't you start with this and decide if there is anything more that you can glean before we go -- since I pay for all of these things out of my budget, I even worry about how many of these things are we producing in this kind of colour.  They're not cheap.  But you need the colour or it doesn't make sense.


[Laughter]


MS. FRANK:  So figure out what you need to do and let's be efficient here.


MS. LEA:  Give us the examples you have.  We will look at them and consider if we need anything further.  Thank you.


MR. ROGERS:  We brought them and we're not taking them back.  So we're leaving them.


[Laughter]


MS. LEA:  Okay.  Thank you very much.

So we will leave that now and go back to -- but thank you very much.  It was a very interesting piece of information that you provided us.  It helped us considerably with our understanding of how you choose the investment level, so it was definitely useful.


I wonder if we could turn to another, more complicated interrogatory answer.  And this is Exhibit I, tab 2.04, so it is issue 2.4, schedule 1, Staff 17, which was the large chart that was originally provided by Lisa.  And there were a few matters that I just wanted to find out, and I think I sent you these questions late Friday.  There were a few things we didn't understand.


So the large chart may or may not be something that we can look at easily on the machine, but if you wish to, it is Exhibit I, tab 2.04, schedule 1, so that is Staff 17.  It is the actual chart.

In several cases, as you note in your response, there are places where the Hydro One numbers differ from the Staff numbers.  And when we look at that first "Spend" column, I think that perhaps we gave you the wrong years at the top.  It is supposed to be 2009 to 2013.


Under –- okay.  Top row, "Performance record/trend," and then there is a "Spend" column right before "Performance benchmarking."


And it is listed here as 2009 to 2015.  Was that supposed to be 2009 to 2013?  Because I see you have given us 2010 to 2013.


I am trying to sort out what years it should be, what years you have given us, and what years we assumed it was going to be.

MR. BROWN:  I will take this, I guess.  It was labelled as 2009 to 2015 when it was sent to us.


MS. LEA:  That's what I -- yes.  Okay.


MR. BROWN:  So we kind of took the liberty to suggest that we didn't think it meant to be that.

MS. LEA:  Okay.


MR. BROWN:  And so you will see in our response what we have done is we have put in there the data from the filing, which is 2010 to 2013 actual spend.  Because I think what -- and again we were trying to -- trying to understand where you were going with this and we hope we made some correct assumptions.


However...


MS. LEA:  You are correct about the 2013.  But why was 2009 left out?  Or is that...


MR. BROWN:  Well, I think that probably we were thinking that we wanted to keep the information to what was filed.

However...


MS. LEA:  Filed in this application?

MR. BROWN:  Yes.


MS. LEA:  Okay.

MR. BROWN:  Because I think what was confusing for us is that the 2009 performance and trend information was actually in here.  So again, we were trying to second-guess, perhaps, and maybe didn't get it exactly what you were looking for there.  So...


MS. LEA:  Okay.  I guess we were looking for five years.  I don't see 2014 information here.  What is the best way to sort this?

MR. BROWN:  So 2014 information also is the year in process.


MS. LEA:  Right.


MR. BROWN:  Both from a spend and a performance perspective.  And I guess when we looked at it, we were kind of suggesting that, given that 2014 isn't something we have full annual actual information around, many of these are reliability outcomes.


MS. LEA:  Yes.  Okay.


MR. BROWN:  And so forecasts are really only so good.  So –-


MS. LEA:  We will remember that answer.


[Laughter]


MR. BROWN:  Well, more so because -- less because of forecasting accuracy.  More because of where you are in the year, right?

It is much easier to forecast a year for 12 months than for only a portion of the year.

MS. LEA:  Are there any other reasons than what we have just discussed why the Hydro One numbers and the Staff numbers are different in the column that we were talking about, and also in the cost projection, the first column, 2015 to 2019?

Because we were -- well, let's start with the spend numbers.  Is there any other reason why they were different?  Was it just the years chosen?

MR. BROWN:  I think it was predominantly the years, but it may, for vegetation, have also not included perhaps all of the various sub-categories and drivers that we would have included in here.  So --


MS. LEA:  So where would we have found that total number that we should have put in?

MR. BROWN:  I believe we gave a description on the far right.


MS. LEA:  Okay.


MR. BROWN:  If I could just read it, it would be lovely.


MS. LEA:  It says:

"Hydro One has included line clearing, bush control and other activities."


And so on.  Is that the part you were referring to?

MR. BROWN:  Yes.


MS. LEA:  Okay.  Thank you.


MR. BROWN:  So I think if you read through the notes, you will find a bit of clarity around that.


MS. LEA:  Okay.  Great.  Thank you.

Under the "Cost projection," then, 2015 to 2019, we had taken these numbers -- yeah, we had taken these numbers from your evidence, I believe.  And I can't come up with the reference, but I can if you like.


Why was there a difference here?

MR. BROWN:  Are you referring to the column that is entitled "Cost projection" and sub-column "2015 to '19"?

MS. LEA:  That's correct.  Yeah, we took these numbers from Exhibit A, tab 4, schedule 4, page 6, et cetera.


So we thought we had the right numbers, but I guess we misunderstood the totality of the evidence.

MR. BROWN:  I think what you may not have included is some of the things like landowner, job planning, things of that nature that may have also been vegetation management-related activities.  However, I may have to take this off-line to reconcile the two.


MS. LEA:  I wonder if you could help us, yes, by -- I understand the spend column.  It is mostly the year differences.  I understand that.


Could you, please, have a look at that cost projection 2015 to 2019 column, and if the difference is not explained in the notes, perhaps you could provide us with an explanation for the difference?


MR. BROWN:  I have no problem with that whatsoever.


MS. LEA:  Okay.  That would be TCJ1.11.
UNDERTAKING NO. TCJ1.11:  TO LOOK AT THAT COST PROJECTION 2015 TO 2019 COLUMN AND, IF THE DIFFERENCE IS NOT EXPLAINED IN THE NOTES, TO PROVIDE AN EXPLANATION FOR THE DIFFERENCE.


MS. FRANK:  Could you just confirm that you are focusing on the cost projection of '15 to '19, that one column?


MS. LEA:  Yes.  Because that is where the numbers appear to be different.


MS. FRANK:  Okay.


MS. LEA:  Because you will see there is OEB numbers and Hydro One numbers --


MS. FRANK:  Correct.


MS. LEA:  -- through that column.  So that is what I was trying to get at.  And I would like to, keeping that interrogatory in mind -- although I think we can remove it from the screen -- I would like to look at an interrogatory from the CCC, and that is Exhibit 1, tab 2.04.  So it is issue 2.4, schedule 10, CCC 12.


And I looked at this interrogatory in trying to figure out -- and the question is, what will Hydro One do if it finds mid -- through -- mid-way through this term that it is not meeting its targets?  Are there -- I know you are going to be reporting on the scorecard, and this CCC interrogatory suggests that new or improved measures for -- outcome measures will be very developed, and they will be considered for incorporation into the plan and discussions with the OEB.


Does this mean that you are going to suggest or could suggest that new measures would be incorporated within the five-year term of this plan?


MR. BROWN:  Our preference would be not to.  Our preference would be to live with these outcome measures as stated and as targeted.


The only one where we do have a little bit of a problem with is the PCB one.  Our rate of failure for the testing, when we go about and test all of our units for PCBs, the actual metric here shows that we are going to replace X number of units per year.


MS. LEA:  Yes.


MR. BROWN:  If the rate by which these units are failing the PCB test -- in other words, our contamination rates -- are higher or lower, than we may want to just revisit some of that.  It will come across as appearing to not meet the measure, but in fact the goal here is to get the PCB-contaminated units from the system.  That is really what the goal is.


MS. LEA:  So with respect to that target then, you may find that your targets are changing throughout the term of the plan?  Or your needs are changing.


MS. FRANK:  Our targets would not change.


MS. LEA:  I used the wrong word, yes.


MS. FRANK:  Our actual performance might change, but our targets wouldn't.


Let me go take this back up a little.  When we came up with the outcome measures, we were trying to identify areas where, first of all, there was a significant change in investments, because that's an area where you are trying to drive a different outcome.  That was the premise.  Therefore, those are the areas that we focused on.


We're early stages of this.  We all know this.  You know, we haven't done this outcome-based planning and outcome-based measurement.


So we came up with the eight measures.  Our notion is they are credible, reasonable place to start.  We're not suggesting that we add any during the period.  Now, the OEB has their own performance metrics, and they are constantly introducing new metrics that are to be measured.  There is just one that came out within the past week looking at accuracy of bills.  All of those will measure.  All of those we report on.


If the OEB comes up with anything else during this five-year period, we will measure and report on it.  But we actually saw the outcome measures as being related to this particular custom plan, this filing, what we're looking to spend the money on.  Here's where we're spending money, and here is the outcome.


So let's assume that we get some approval from the Board for the five-year period and we get approval on some set of outcomes.  That will be the outcomes.  That will be the plan.  We are not suggesting we change the plan.  We are not suggesting we change the outcomes.  But if there are other metrics that arise during the period as part of the Board's examination of appropriate metrics for the industry, we will definitely be monitoring and report on those.


And I do that billing efficiency one that just came out or the new reliability ones that just came out.  So there is always more metrics.  The Board is introducing them.  We will do them.


MS. LEA:  Okay, thank you.


With respect to, again, during term matters, I wonder if we could look briefly at Exhibit I, tab 3.03.  So this is issue 3.3, schedule 1, staff 59.  It was part (b) of that interrogatory.  So that is tab 3.03, schedule 1, staff 59.  It is response part (b).


This has to do with the forecasted savings, and I was just wondering, the interrogatory indicates that the amounts in table 2 will be reviewed and reported on a quarterly basis.  Who are they going to be reported to?


MR. AMODEO:  So what we were referring to there in that answer was that's an internal quarterly basis, and that would be to our operations committee.


MS. LEA:  Okay.  And then you go on to say these actuals and forecasts will be presented to Hydro One senior management.  Is that the same group of people?


MR. AMODEO:  Yes.


MS. LEA:  Okay.  What happens if the actual savings are deviating from the forecast?


MR. AMODEO:  We will manage it internally.


MS. LEA:  Okay.  So if you're not saving enough, you will work harder?  Sorry, can you be a little more explicit?


MR. AMODEO:  Yes.  We will manage it within our scope of our cost savings.  So we will look for other savings or we will rectify it.


MS. LEA:  Would you attempt to change the predicted savings that you filed with this plan?


MR. AMODEO:  No.


MS. LEA:  Okay.  So you would not be asking the Board to do anything or accept anything different than it originally accepted?


MR. AMODEO:  Correct.


MS. LEA:  We had a question about end-year adjustments as well, and I'm going to ask Mr. Bishop to look at that.


MR. BISHOP:  This is staff interrogatory 30, 2.05, Exhibit I, tab 2.05, schedule 1, staff 30.  This is just a question about adjustments during the term of the plan.


I believe that at A4, schedule 2, Hydro One describes the kinds of adjustments that would be made during the course of the plan, and also adjustments outside the normal course of business.  We asked an interrogatory about, to compare Hydro One's proposals to those that are set out in the report of the Board on third-generation incentive regulation for distributors from 2008.


And Hydro One said that the -- it found that the adjustments were in conflict to the Board's policies and said that the proposed --


MS. LEA:  Slow down so the reporter can understand what you're saying.


MR. BISHOP:  I apologize.  That Hydro One said that the proposed off-ramps would -- the proposed off-ramps would terminate the plan and that the adjustments would protect -- were set such that they would protect Hydro One from an unreasonable level of risk.


Now, can you just describe a little bit on what basis you selected certain -- on what basis you selected some of the adjustments.


For instance, working capital.  The RRFE report says that the custom IR rate-setting option is for distributors that are effective planners, and that those also which have high capital requirements or higher than usual capital plans.


And so why does working capital become a source of unacceptable risk for Hydro One when you are a good planner and something like the cost of power can be easily estimated?


MS. FRANK:  That last statement was interesting.  The cost of power can be easily estimated?


MR. BISHOP:  Sorry.  Well, there are many sources of estimates of cost of power, and --


MS. FRANK:  Over the next five years, it's like:  Please give them to me.  Like, actually the interesting thing -- I am not asking you to give them to me, obviously.  That is not your jobs.


MR. BISHOP:  But distributors under a price cap IR would face the same risk, and yet they don't ask their --their working capital allowance to be reset.


MS. FRANK:  Well, the interesting thing, if you actually look at the exhibit you referred to -- so it's Exhibit A, tab 4, schedule 2, and we go to page 2, because that is where working capital was addressed.


If you look at the first few words to that -- so let's just go down:

"Working capital, as suggested by stakeholders..."


So when we were going through the adjustments that we were suggesting that we would do, we really thought very narrowly in terms of the items that would normally happen when you would be in an IRM, where the ROE and the cost of debt would change, so the capital -- we thought very narrowly about those kind of things, clearing of variance accounts that were of a large magnitude.


And the stakeholders said:  What about working capital?  Because indeed the commodity prices could, over a five-year period, change very drastically.

And certainly if we look what's happened over the past five years and what everybody is forecasting for the next five years, it could well be a large change.  Don't know how much renewables are going to be; we really don't know.


So the stakeholders suggested that we add this in.  And we said:  Okay, you're suggesting add it in; we will add it in.


So that is where that one came from.

MR. BISHOP:  And what about regional planning?  Why is that a -- if it's part -- I understand that, Hydro One and -- not in all cases will Hydro One lead the original planning exercise, but why is regional planning determined to be a potential source of adjustment?

MS. FRANK:  So that is not in the annual adjustment, but it is in the category we have called "outside the normal course."  Let me just characterize what "outside the normal course" means.


First of all, they're externally driven.  There is nothing that Paul does or we do to the business planning process internally that would be added here.  It is only things that come from the outside.


So our expectation with these is there could be external factors that result in our distribution business having to make a significant investment.


And we actually had one that we updated the plan for from what we had originally filed, because in the Leamington area, where there's a significant number of greenhouses that are coming in, there's a need from regional planning for a transmission solution.

However, in that case the transmission solution is being built at the benefit of the distribution customers.  So like any transmission where it is connected to an asset, the distributors must pay.

So we have added in the contribution that must come from our distribution business to the transmitter for that line.

Came out of the regional plan.  It wasn't that the distribution business came and said:  Let's put in a transmission line.  That was not it.


Regional planning worked with the OPA.  There wasn't another generation option.  There wasn't a conservation option.  They pick the transmission option, and then this distributor has to pay towards it.

That happened once, you know, in the past few months.  Actually, that proposal is in front of the Board right now in terms of the 92.


But we'd add it in, assuming that it goes forward.


I assume in the next five years there may be others of those.  Our approach as to how they be treated is we identify them, and the Board would then -- we would either say:  Because it is a one-time item, could you deal with this in writing?  Or if it is a -- through much of the period, please let have a variance account and we will look at the justification of the clearing at the next application.


So we're not thinking that these should re-open the filing in any way.  They're unique.  They're items that are external to us.  And my hope is that none of them would occur.


But since they could be a material risk item, we're going to deal with that.


And I am just going to deal with one other one that is on that same page.  We're at Exhibit A, tab 4, schedule 3, page 3.

Regional planning was the first one on this page.  The next one is material unforeseen weather events.


And these are really -- this is like the ice storm that we all recall.  That is not the storm we had in the past year.  It is the ice storm that happened in 1998.


So I am hoping there is not another one of those 1998 events in the next five years.  There weren't the last five years.  So these truly are extreme and unusual type events.

MR. BISHOP:  And what -- under the price cap IR, a distributor would face these same sorts of risks, these same sorts of uncertainties.


So what is specific to Hydro One's circumstances that, under the custom IR, you need to specify these particular provisions?

MS. FRANK:  Well, what a distributor would experience if they were under an IRM and they had an event like this, they would come in and they'd ask for a Z factor.  They'd come and say:  We've had an unusual circumstance and we want to have recovery of this unusual circumstance.


MR, BISHOP:  Right.  And this --


MS. FRANK:  What we're doing here -- sorry, just let me finish.


What we're doing here is we're trying to anticipate the areas, because when you're doing the custom filing, the idea is you live with it for the first five years.  You do not come back in.


So our expectation is except for the items that we identify here and the categories we identified, we do not come in.


And I think that is the difference.  I think the expectation with an IRM filing is you come in at any time.  And we're saying:  No, no, no, for these factors we could come in, but not for others.

MR. BISHOP:  Thank you.

MS. LEA:  Thank you.  A few more questions from me, please.  I wonder if we could look at -- in issue 2.7.  So this is tab 2.07, schedule 6.  It is a VECC interrogatory, No. 51.

This is kind of a legal matter, in a way.  It is Exhibit I, tab 2.07, schedule 6, VECC 51.

It deals with the proposal for an annual adjustment without a hearing.  And if you wish to leave this aside and give me a legal response later, you can do so.


From your evidence, particularly at Exhibit A, tab 4, schedule 1, page 4, the -- it looks to me as if Hydro One's proposal envisions the Board making a rate order each year as a result of your annual adjustments; am I right about that?

MS. FRANK:  Yes, you're correct.  We are assuming that there will be changes as a minimum to the return on equity requirement, likely debt.

And just like we have done when we have had two-year cost of service, where the second year we've done an update for this factor, we are assuming there would be an annual setting of rates.


We're not seeing that -- going back to the question you had raised a minute ago -- we're not seeing that as actually requiring a new hearing.  It is normally very mechanically done.  There's some spreadsheets that are provided.  There's some new rate schedules.  You send them out to intervenors, with a very mechanical analysis of what has changed.  And then it is dealt with.


It truly is not -- not a significant factor.

And that's really -- I am going to venture to answer your question without relying upon a legal interpretation.  The reason we put the information in associated with the annual adjustments and the outside the norm and the off-ramps is to allow the Panel, when they review this, to consider all sources of forecasted change, all items that we're saying:  We will live with this plan for the five years, but for...


And we described the "but for."


By the Panel accepting this, or modifying it as they see fit, we believe that is the approval.  That's the hearing.


MS. LEA:  That's the hearing, yes.


MS. FRANK:  And then after that, we would suspect that the annual ones will happen in this mechanical fashion, like they have happened in the past, and the ones that are outside the norm would likely result in a variance account approval, which could happen in -- very simple, written.  We ask for a variance account and the Board decides if they grant it or not.  It gets heard at the next filing.


And the off-ramps are just as they say: game over.  We have to come in and -- with a new filing.


MS. LEA:  The VECC interrogatory seems to presume that only the Board or its Staff would see the annual adjustments that you are proposing.  And yet in your answer you mention that these would be given to intervenors to look at as well?

MS. FRANK:  The Board normally chooses to get the assistance of, I will say, intervenors when they do this.


I actually think when I look around the room that VECC often reviews the rate adjustment schedules, and I know typically comments.


I think others who participate in the proceeding have the option, but rarely do, but VECC pretty commonly makes a comment.


MS. LEA:  So I just wanted to clarify that you are not proposing anything different this time?


MS. FRANK:  No, no.


MS. LEA:  It is the same process?


MS. FRANK:  Right.


MS. LEA:  All right.


MR. RUBENSTEIN:  If I could just make a follow-up.


The annual adjustment process I see as similar to the -- what you do with transmission on the sort of second year.


MS. FRANK:  Right.


MR. RUBENSTEIN:  The adjustments outside of the normal course of business seems to me closer to a Z factor.  I mean, I understand it is different, but it is more in the realm of a Z factor.


Your response to this IR makes it seem that the Board would deal with them both the same way.  Essentially, you know, there wouldn't be a proceeding in the --


MS. FRANK:  Yes.


MR. RUBENSTEIN:  -- traditional sense.


MS. FRANK:  I think how I have described it now is likely, I am going to say, a more complete answer.  That indeed, it could be quite mechanical if all it is is, please, there's this new environmental requirement that you do some type of work on an annual basis and it is brand-new.  We knew nothing about it, and that is going to cost us $10 million a year, you know, because it's got to be above my 7.5 by materiality, so it is going to cost a significant amount, can we have a variance account.


Now, that could be handled with the Board deciding either to have a written proceeding, a, you know, very -- I assume if we've got this new requirement we're not the only people who got it.  Everybody did.  They could have done a generic, whatever.  We're just wanting to have a window to be able to introduce this new, externally-driven requirement, and hopefully a very mechanical, not a -- you know, not a hearing, not a large reopener.


MS. GIRVAN:  I can tell you that, just my experience on the gas industry, we had a five-year plan for both Union and Enbridge in place, and we had these annual proceedings, and some of them got very contentious, just about whether, you know, the amounts and whether you have met a threshold or whether you've -- this is a legitimate sort of reason to apply for an account.


So anyway, that is just a...


MS. FRANK:  And what we've tried to do is by scoping it to say it has to be externally driven.  It is not management's discretion, and it has to meet a materiality using the percentage numbers or in our case 7.5 million, that I am hoping that that is going to mean there aren't very many of them.  But I take your point, that we will see what the next five years brings.


MR. RUBENSTEIN:  Does Hydro One envision for the adjustments outside of a normal course of business?  Say you do -- there is some new thing, new code or new regulation that you need to implement or something.


One of the issues is it would be very hard to forecast what those costs would be.  It is a new thing.  Nobody knows really if this is a small amount or is it a large amount.  Would you see yourself coming in for, say, a deferral account if you -- even if you cannot say that you are adjusting it over, that the sort of forecasted costs would be over seven-and-a-half million?  Because I could see there being things you don't know.


MS. FRANK:  Since we set the seven-and-a-half million of material impact, if we thought the amount was going to be 3 million or, you know, less than the seven and a half, we would not even raise it.  We would say that -- even though it is an externally driven factor, that order of magnitude is something that the company should find a way to manage.


It has -- it is once it gets above the threshold that is already in place that we would say, no, no, this one we better come and ask.


And you can normally -- you get a ballpark forecast.  Whenever you ask for a variance account the Board always requires you to say, how much might that be?  So you would have to come up with a forecast, a might-that-be amount.


MS. LEA:  Anything further on that topic?  Thank you.


I think Mr. Cain has a few questions, and then we will take a break.

Questions by Mr. Cain:


MR. CAIN:  Good afternoon.  You know, we have discussed some of the elements of the questions that I wanted to ask, and they were on Staff Interrogatories 22 and 23.  That is issue 2.4.


It seems to me that it is possible that some of the information that you say you will provide to us today in the form of investment summary reports may address some of my questions.


So maybe my questions will consist of exactly that:  Will the investment summary report on pole replacements address these questions?  And if so, just say yes, and we will examine the reports when we get them.


So the first question is essentially about risks associated with pole replacement.  Staff's interrogatory 22 quotes Hydro One's Exhibit A, where it says that poles that fail can cause customer outages.


The response to the question, however, says that, and I quote:

"The risk of customer outages due to pole failures is not the primary driver of the pole replacement program.  Rather, the primary driver of increasing pole replacements is to manage the large volume of poles that are beyond their expected service life.  The proposed investment level will allow Hydro One to manage the risks associated with its pole population through a resourceable plan that will avoid large accomplishment step changes and their associated costs in the future."


So the first question that I wanted to ask was, what exactly are the risks associated with Hydro One's pole population that aren't related, apparently, to pole failure?  Would that be identified -- that information be identified in the investment summary report?


MR. BROWN:  I think you will find some of it there.  And I would think that in our response we might have talked a little bit -- I think we left a word out here.  The risk of customer outages due to pole failure is not the primary driver of the increase to the pole replacement program, might have been helpful, I think, to have in there.


So when we were looking at having metrics associated with this particular program and determining its success, it was really about getting the work done as we ramp up from the volumes that are currently being experienced -- or being delivered by our work crews to where we think they need to be to be sustainable going forward into the future.


So I think that we might have just left one particular word out of that first sentence that might have been helpful.


MR. CAIN:  Understood.  But back to my question.


So would I understand more about the risks associated with the pole population if I saw a chart, value score, the chart under the title "value score", and the bars indicating customer, employee, environment, productivity, reliability, et cetera, those KPIs --


MR. BROWN:  I am hoping that that will become more clear for you, absolutely.  Pretty hard for me to really read your mind, obviously, around this piece of it.


But I can say this.  This is a difficult -- it is a difficult thing.  I have thrown a lot of information at you, and I can understand how it is going to be difficult to digest all of this stuff.


So really, what we want to do with this pole replacement program is get it to a sustainable level.  Currently it is not sustainable.  So --


MR. CAIN:  What do you mean exactly by "sustainable"?


MR. BROWN:  What I mean by "sustainable" is that we are going to be able to levellize the amount of replacements as we go forward and not look to be ramping up and ramping down pole replacement quantities.


And if you look at the age of the demographics that we're faced with dealing with for the next number of years, we want to have something that doesn't have upward and downward impacts on the amount of resources and dollars spent on replacing poles.


So in a nutshell, this particular investment is ramping up to a point where -- or we want to get it to a point where it is sustainable over the longer-term.


MR. CAIN:  Could you relate then that concept, sort of the smoothing idea, to your response to Interrogatory No. 23, Board Staff Interrogatory No. 23, issue number 2.4?


In your response you say, and I quote in part:

"If the rate of replacement is not increased now, there will be an unmanageable number of poles requiring replacement in the future.  This gradual increase now will mitigate the impact of a significant step increase in the future, which would not be favourable to customers."


In what way, given what you have just explained, would the impact not be favourable to customers if it is not related to outages?

MR. BROWN:  It will be relatable to customers in terms of rate impacts.

So a dollar -- this plan is to increase our poles replacement quantities to, as they suggested, a sustainable level.  If we defer the spend and the replacement of these particular poles, we are going to end up with a higher quantity of poles that, at some point, is going to have to be dealt with, because we are going to have poles all over the place that are extremely poor condition.

And so I am not going to say they're going to be falling down all over the place.  I won't say that.  Well, I think I just did.  But at some point in time, you're going to pay the piper.  And what we don't want to do is let everything pile up so that we then have -- ten years, 15 years from now -- all of a sudden a steep rate increase to our customers.  It is not reasonable for us to manage the pole populations in that way.


MR. CAIN:  Thank you very much for that.


I have one more question, and it relates actually to the exhibit.  And it actually relates also to the value score chart, if I may.


So if I am interpreting this chart correctly, these are not the actual KPIs that enter the business valuation assessment.  These are the outputs of the business valuation assessment; is that correct?

MR. BROWN:  I have to apologize.  I'm going to have to ask you to repeat your question, please.

MR. CAIN:  Okay.  Just to confirm that the values on the value score charts for each investment category are the outputs of the business value assessment process.


MS. FRANK:  Can you give us your reference, just so we're on the same page?  What are you looking at?

MR. CAIN:  Oh, I'm sorry.  I am looking at the investment summary report for line clearing.


MS. FRANK:  Okay.


MR. BROWN:  Thank you.

MR. CAIN:  TCK1.1.


MS. FRANK:  Okay.


MR. BROWN:  So you are looking at which part of the investment summary?


MR. CAIN:  I am looking at page 2 of 11.


MR. BROWN:  Thank you.  So you are looking at the value score?

MR. CAIN:  Correct.


MR. BROWN:  Okay.  And yet again I apologize.  I am going to ask you to rephrase your question.

MR. CAIN:  Okay.  Maybe I will just take an example.


Take the value score for the intermediate 1 case and the reliability risk.  The value score appears to be 700,000.  So this is the output.


The question is:  Is this the output of the business value assessment tool using some KPI-level input?

MR. BROWN:  This is a planner's evaluation of the risk in each of these categories, of what that particular investment level will generate in terms of risk.


And so there's all kinds of tools that this they will use, including things like our outage statistics.  They will use our asset analytics tools.  They will look at a bunch of things that will allow them to make determinations around reliability risk, safety risk, shareholder value risk, things of that nature.

I don't know whether I answered your question, but that is in essence what the planners do.  And then they put these determinations into the investment summary report for evaluation.

MR. CAIN:  Okay.  I think that satisfies me for now.  I just have -- I will study the investment summary reports and there may be follow-up at some future point.

MS. LEA:  Thank you.

I propose we take a break.


MR. ROGERS:  Before doing that, Ms. Lea, can I ask how much longer you expect to be with this panel?  The reason I ask that is that I know there are people here from out of town who are only interested really in the...


MS. LEA:  Panel 2?

MR. ROGERS:  Panel 2.

MS. LEA:  I wonder if it might be best to say that we will do panel 2 tomorrow.  Is that a problem for folks to return?


MR. ROGERS:  We're just asking people who are here on that issue from out of town, of whom I think are several.  Maybe there aren't.

MS. LEA:  I know.  That's why we're asking you.  Is it okay for you to come back tomorrow?  I mean, we could take -- we've got the exciting topics of pensions and OPEBs to do.


MR. ROGERS:  Here is my -- if we could finish this panel today, I think that would be my preference.  And then I will bring -- I will let them go and bring them back tomorrow.


MS. LEA:  And bring panel 2 tomorrow?

MR. ROGERS:  Yes.

MS. LEA:  Yes.


MR. ROGERS:  But I was just cognizant of the fact that I didn't want people who travelled be here --


MS. LEA:  Did you wish -- were you offering to interrupt this panel?


MR. ROGERS:  Well, I was, but I don't think I'd like to do that and then bring all these five people back again tomorrow because of that.


MS. LEA:  So you're okay?  All right.  Well, thank you very much, Mr. Rogers.  I think we will just proceed and Board Staff will do its best to finish all its questions with this panel today.


MR. ROGERS:  And I will release panel 2 today.


MR. RUBENSTEIN:  There are a lot of other parties --


MS. LEA:  Of course, of course.  What am I saying?  Yes.  Absolutely.


It is because I kept asking you if you wanted to go ahead and I keep hearing no.  So can we get estimates from you folks, then, please?


DR. HIGGIN:  It depends on whether you cover the questions and so on.  I have looked at your list and I should only take 20 minutes.  If you don't cover them, then it will be 30 minutes.  Okay?

MS. LEA:  I understand.  Thank you.

MR. ROGERS:  Let's carry on.  I would like obviously to let these gentlemen go back to work tomorrow, but let's see what we do.  And if you're not finished, we will bring them back, but let's do our best.  I'm sorry, ladies and gentlemen back tomorrow.


MS. LEA:  Let's break for 15 minutes, then.  Quarter to 4:00.

--- Recess taken at 3:28 p.m.

--- On resuming at 3:50 p.m.


MS. LEA:  Okay, let's get started again, please.  And I think Mr. Mark Rubenstein is going to ask some questions, give you a bit of a break from us.

Questions by Mr. Rubenstein:


MR. RUBENSTEIN:  One second.


Thank you very much.  If we can go to I-2. -- sorry, this is issue 2.06, staff 32.  You might not even need to pull it up.  There is a number of interrogatories that asked about Hydro One's work with Concentric about the development of the performance metrics.


And a number of parties asked for, you know, any report or deliverables that were provided to Hydro One, and essentially the responses were, there was no actual report.  They just provided guidance in the development of the performance measures.


And can I just ask if you could just discuss what exactly the type of guidance they provided you and what you had asked them to -- information that you had asked from them and those sorts of things.


MS. FRANK:  Since I personally asked them, I think it is best that I answer the question.


We were truly being challenged by the Board's renewed regulatory framework and the idea of outcome measures, and we were struggling with -- they're not scorecard items, but they relate specifically to the plan, and how do you decide on what basis to come up with them and what metrics should be used?


So we went searching for somebody who had done more on performance measurement in other jurisdictions to see if we could find anything.


So we asked Concentric to do a bit of a look for us, is there something out there.  They came back and said, no, they couldn't find anything.


So we then asked them to assist us in terms of coming up with some criteria as to, you know, where would we look to come up with outcome measures, on what basis?


And at the end of the day what happened was, we ended up proposing things to Concentric, and they said, oh, that sounds reasonable.  They produced no report.  They gave us nothing in terms of a survey from other jurisdictions.  There's occasionally a few of the words in the outcome exhibit that you have might have been crafted by Concentric, but there was nothing more than that.


We thought we'd get some good independent advice as to how to do outcome measures.  It was not successful.  But we thought in the interests of complete disclosure we should say that we did work with them to try to come forward with this.  But it was not much.


MR. RUBENSTEIN:  Thank you very much.


In 2.6, staff 36, this was with respect to the global insight forecasts at OPG -- sorry.  I am getting mixed up with my cases here -- Hydro One had used for escalators in construction and OM&A forecasts.


And you had used in earlier -- I believe it's in a -- you had used a 2012, or 20 -- I think it was December -- Q4 2012 forecast, and obviously that is some time ago.


You provided the actual documents in confidence, and I am not asking you specifically about those -- the documents.


I was wondering if you are able to provide the revenue-requirement impact of using the 2014 first-quarter data, which is one of the -- which was the latest forecast that you provided to another interrogatory.


[Witness panel confers.]

MS. FRANK:  This input into business planning actually comes from Mr. But, who is going to be on panel 2.  And I think we're best to leave this question to when he is here to talk about both what it is, how different it is, and I do know that he looked at this question, and I believe he would be the best person to answer it.


MR. RUBENSTEIN:  That's fine.  This is issue 3.1, SEC 12.  And in this we had asked you to provide a table showing the OM&A cost drivers as set out in section 2.72 of the filing requirements.


And you have essentially pointed us to three different tables, but none of those tables -- including the second reference -- is the OM&A cost driver table.


I know what you are pointing us to in C1, tab 2, schedule, 1 table 1 is essentially sort of a breakdown of OM&A costs per year in the various categories, as you can see, and schedule 2 to 12 is the details of that.


But what the filing guidelines require and what is -- and I believe why it is in the filing guidelines, it is helpful to understand the cost drivers in each of the single years and how those add up to the increases that you are seeking or decreases in some cases for Hydro One in the OM&A table.


So I am clearly not asking you to do this now, but we would like -- we would ask that you provide an OM&A cost driver table.


MS. FRANK:  Can you help us a little bit by actually saying what you are thinking we should be able to provide?  Like, specifically.  Rather than...


MR. RUBENSTEIN:  Yes.  I actually thought you would ask that.  One second.


And I brought some from some of the -- some other applications which others have filled out.  I think it is 2 -- appendix 2-JB.  Let me find it here.


[Mr. Rubenstein passes document to witness panel.]

MR. RUBENSTEIN:   But these are essentially -- and I guess --


MS. FRANK:  I am not seeing the difference between what is in here and what we have already given.  Maybe I'm -- because we have given you information about burden rates and depreciation, and I am not understanding...


MR. RUBENSTEIN:  What that is is a breakdown of the OM&A by category for each year.  This is what is table 1 on the screen.


MS. FRANK:  Table 1 on the screen.


MR. RUBENSTEIN:  Is essentially a breakdown of your sustaining category, your development --


MS. FRANK:  This is the summary level.  There is much greater detail than this.


MR. RUBENSTEIN:  No, but I understand, and what I provided in two -- maybe let's not -- I think we should probably mark this as an exhibit.


MR. THIESSEN:  Okay.  We will mark this as Exhibit TCK1.2 -- 1.3.
EXHIBIT NO. TCK1.3:  DOCUMENT PASSED OUT BY MR. RUBENSTEIN.


MR. RUBENSTEIN:  And I provided two different documents.  The first one is -- this is from Horizon Utilities, five-year application, and the other one is from last year's Veridian cost-of-service application.  What it is doing in these tables and what appendix 2-JB is doing is it shows the opening balance of the OM&A for the year, then showing the various categories of things that are changing those expenses, not project categories or -- that's in the filing requirements or your categories of sustaining development and operations, but showing sort of the large drivers of the increases or, in your case, sometimes decreases in the OM&A.


MS. FRANK:  And that information is in what we filed by looking at the various OM&A breakdowns or the cost factors.  We haven't actually filled out this table, but that information is all in our filing.


MR. RUBENSTEIN:  No, I'm not -- I don't disagree with that.  But I am asking you to provide it in this table, because this table is helpful to intervenors, obviously, and I assume it is in the filing requirements because it is helpful to the Board to understand the large drivers in the changes in OM&A and...  That's why, I mean, this table exists.


MS. FRANK:  Well, there is two different ways of looking at this, and this is the question we had earlier about methods of organizing the information, and unless I say it is stakeholder, they said, be consistent.


You're suggesting that we provide another way of looking at our information?  These are two different ways of looking at the information.


MR. RUBENSTEIN:  I understand that.  In my experience, in fairness to all of the appendix 2-JB, utilities will end up filling them out slightly differently, but essentially what they all show is they start with an opening balance of the OM&A, which is essentially the year's previous OM&A, and then shows the sort of drivers not in sort of the -- the drivers of the increase in the OM&A ending with that closing amount.


I had understood your discussion earlier on today.  In the filing requirements it essentially categorizes different expenses, whereas you essentially have decided to stick with sort of the sustaining operations, that category, which I understand.


But this is -- I would say this is a different issue.


MS. FRANK:  As I read the Renewed Regulatory Framework, they actually said there were no filing requirements for custom filing.


If we go to that, we will find out there aren't requirements that say that you have to do it in this fashion for the custom filing.


And we didn't.


MR. RUBENSTEIN:  Well, I mean, I'm not saying the word "requirement" in the sort of -- I mean, the filing requirements are a guideline document to begin with.  They're not actually a requirement, but -- well, my request would be for you to undertake to provide an appendix 2-JB.


MS. FRANK:  In a form that -- not necessarily either of those two, but something that shows the change from the prior year's OM&A level?  Is that what you're saying?


MR. RUBENSTEIN:  Yes.  And that outlines sort of the major drivers --


MS. FRANK:  And it goes to the question that we had previously from AMPCO, right?  The same type of thing?


MR. RUBENSTEIN:  I think what -- well, my understanding of what AMPCO was seeking was sort of a revenue –- yeah, looking at sort of the last approved revenue requirement and sort of the building blocks about how you get to the new one.  I mean, that is at a much, much higher level.


I am just simply looking at it with respect to the OM&A.


MR. ROGERS:  Well, I will -– I'm going to take that under advisement, because I am not sure what is involved in this and I want to check the filing guidelines and requirements.


We will cooperate to the extent we can.  I will take it under advisement; I won't undertake to do it.  And I will let you know soon.


MR. RUBENSTEIN:  Thank you.  How can we mark that?  Should we mark it?


MS. LEA:  Pardon me for being away from my seat for a moment.  Do you wish this to be marked as an undertaking, just to identify it, Mr. Rogers?


MR. ROGERS:  Yes, please.


MS. LEA:  I think that's fine.  Thank you.  So we will mark it as TCJ1.12.

UNDERTAKING NO. TCJ1.12:  TO PROVIDE an APPENDIX 2-JB, SHOWING THE CHANGE FROM THE PRIOR YEAR'S OM&A LEVEL, AND INDICATING MAJOR DRIVERS OF THE CHANGE.


MR. ROGERS:  Thank you.


MR. RUBENSTEIN:  If I can then go to --


MS. FRANK:  Can we have it restated too?


MR. RUBENSTEIN:  Essentially to complete an appendix 2-JB.


MS. FRANK:  Okay.


MR. RUBENSTEIN:  If we can go to issue 3, VECC 53, you were essentially asked to provide year-to-date actuals for 2014, and you provided them to quarter 1, first quarter, in the response, I guess in the table A on the next page.


I was wondering if you could provide second quarter or mid-year's and -- they may not be available, I guess, at this point, but can you file them when they're available?


I assume that will happen, at the very latest, before the potential hearing.


MS. FRANK:  Yes.  They're not available now.  Sorry.  They're not available at this moment.


But yes, as you say, they will be available before September 8th, assuming that this issue doesn't get settled.


MR. RUBENSTEIN:  Can you provide that?


MS. FRANK:  Yes.


MR. RUBENSTEIN:  Whenever?


MS. FRANK:  Yes.


MR. SCOTT:  If I could clarify, what question was that again, just to clarify?  Maybe put the tabs down the side here.


MR. RUBENSTEIN:  You're in the right interrogatory.


MR. SCOTT:  So it's VECC 53?  Okay.  Thank you.


MR. RUBENSTEIN:  Okay.


MR. THIESSEN:  That would be Undertaking TCJ1.13.
UNDERTAKING NO. TCJ1.13:  TO PROVIDE YEAR-TO-DATE ACTUALS FOR 2014, AS THEY BECOME AVAILABLE.


MR. RUBENSTEIN:  If we can go to the same issue, SEC 22, essentially we asked you to provide a copy of the RFP, and you had respectfully declined to provide it.


I was wondering if you would provide it on a confidential basis.  We would not object to that.


MS. FRANK:  Since you signed off the confidentiality, it should be in the package that you have received.


MR. RUBENSTEIN:  Are you sure?  No, well, we didn't receive this.  I read this to say you were not providing it.


MS. FRANK:  Well, but then based upon your further questions about:  Could you be cooperative, we said:  Yes, we could be cooperative.


And we did do it, but only on a confidential basis.


MR. ROGERS:  And I am instructed that it is because it is so big it hasn't been filed electronically.  It is only in paper.


MS. FRANK:  And -- I am checking with my own counsel here.  So is it -- have we finished the -- is it available now?  I know that there was...


MR. ROGERS:  Electronically or in paper?


MS. FRANK:  In paper, is it available?  I know it is coming.


MR. RUBENSTEIN:  At some point, it is coming?


MS. FRANK:  It is coming.


MR. ROGERS:  It is being run off the presses upstairs.  You will see the heat coming out of the top of the chimney.


MR. RUBENSTEIN:  That's fine.  Thank you.


MS. FRANK:  It is definitely coming, for those who signed.  Only confidentially.  And you had acknowledged previously that given the nature of the RFP --


MR. RUBENSTEIN:  I support the confidential treatment of that document.


MS. FRANK:  Yes, right.


MR. RUBENSTEIN:  If we can go now to issue 3.2; this is SEC 25.  We had asked you:

"To provide a table showing for each year between 2010 and 2014 actual versus Board-approved/ budgeted in-service capital additions."


And you referred us to a table in the evidence.  And that -- and saying that the Board approved in-service capital additions are only available for 2010 and 2011.  As provided, table 1, 2012 to 2014 were IRM years and thus the Board did not set in-service capital addition levels for those years under the Board's third generation incentive regulation.


I understand for 2012 to 2014 there is no Board-approved amounts, to a point.  But so the first thing I would say is you must have had an internal budgeted amount for those years.  Would I be correct in sort of -- that internally you budgeted for 2012 and 2014?


MS. FRANK:  There's always an internal business planning budget process.  So yes, there are those kind of internal numbers, but they're obviously not Board-approved.


MR. RUBENSTEIN:  No, I understand.  Maybe I wasn't clear in the question so I added this "/budgeted" in the question.


MS. FRANK:  Well, help me to understand --


MR. RUBENSTEIN:  We are trying to understand if your -- your ability to sort of meet your own plan.  So I understand for some years you have Board-approved and you can match the actuals, but for the years in between, it is your actuals versus your own budgeted amounts that you had at the beginning of the year said:  We're going to do this.


I am trying to understand how those match.


MR. ROGERS:  No.  I don't think I will undertake to do that.  I don't think the relevance is sufficient to justify the work that is involved.


MR. RUBENSTEIN:  I am not even sure what the work would be if there is a document that shows the...


MR. ROGERS:  I don't want to argue with you.  Perhaps you're right.  But at some point, you can't -- some things have to be kept in confidence and within the company.  And unless it is really important -- this is not really important, in my judgment.  I could be wrong, and if so I apologize, but I won't undertake to do that.


MR. RUBENSTEIN:  All right.  If we can go to issue 3.3, this is SEC 30.


We had asked you to provide a copy of the Oliver Wyman productivity study undertaken in 2011 and explain how it was utilized.  And there is some explanation.  In the last paragraph of the explanation, it says:

"Hydro One used this information to develop its own productivity metrics in the context of a balanced scorecard to measure productivity, reliability, customer satisfaction, safety and shareholder value."


Is that balanced scorecard on the record in this proceeding?  I didn't see it.


MS. FRANK:  That one I think -- I recall we shared it previously in other applications.  I am not certain I have seen it here.  I don't recall.


MR. RUBENSTEIN:  Can you provide a copy of the balance scorecard?


MS. FRANK:  For what period?  Just the items?


MR. RUBENSTEIN:  I would ask for 2013 and 2014, and I would ask for 2013 because it would show -- I assume there is sort of a year-end where you sort of match sort of what you had started the targets versus the actuals?  Then the 2014, which -- we're still in the year.  I'm sorry?


MS. FRANK:  It is a year in progress.  So '13 is more meaningful.


MR. RUBENSTEIN:  Yes.  So 2013, but I would also like to see the 2014 targets.


MR. ROGERS:  Yes.


MR. RUBENSTEIN:  Thank you very much.


MR. THIESSEN:  That is Undertaking TCJ1.14.
UNDERTAKING NO. TCJ1.14:  TO PROVIDE A COPY OF THE BALANCE SCORECARD FOR 2013 AND 2014.


MR. RUBENSTEIN:  If we can turn to SEC 31.  Sorry, this is issue 3.3.  SEC 31.  This is with respect to a KPMG assessment.  It is our understanding that one was done for OPG.  It's on the record in the OPG proceeding.  There is a sort of a Hydro One version of this.  And you have refused to provide the document as set out in the response.


So my question, though, is, just to be clear, Hydro One has -- in its possession it has these documents.


MS. FRANK:  This document is a government-initiated, Ministry of Energy-initiated study, and they are the owners of the document.  We have contacted them saying, You have allowed it to be released for OPG.  Why wouldn't you allow it to be released for us as well, and they have agreed in principle.  We haven't received a copy yet for us to release.  We are continuing to pursue it.  We do expect this will be released and, as you say, before we would get to hearing we expect it to be released.  We have already -- we have asked them a few times.


MR. RUBENSTEIN:  All right.  Thank you very much.


If we can go to -- this is issue 4.2, staff 62.  This is with respect to tables for the Cornerstone cost summary and Cornerstone productivity savings.


It shows -- the next page shows the actuals from 2009 to 2013 and then a forecast for 2014 to 2019.  Maybe you can help me.


Is there in some previous filing or somewhere else in the record in this proceeding that would show what you had originally forecasted from 2019 to 2013 (sic)?


[Witness panel confers.]

MS. FRANK:  My colleagues are saying they don't actually recall, but I think you are quite right.  It would have been in an earlier filing.  So what we will do is go back and find it in the earlier filing and give you the reference.


MR. RUBENSTEIN:  Thank you very much.


MS. FRANK:  Because it truly must be there.  So let's just -- let's actually give that one a number.


MS. GIRVAN:  What is the time period?


MS. FRANK:  Oh, this should not -- if I back up for a moment, in terms of -- for a lot of these I am hoping that we'll be able to get the answers this week.


MS. GIRVAN:  No, no, no, I meant for the data that he is asking for.


MR. ROGERS:  What period of time?


MS. FRANK:  He just said an earlier one.  So that would have to be in the last one or the time before.  One of the last two.


MR. RUBENSTEIN:  Yeah, just, I am trying to match what actually happened to what was forecasted.


MS. FRANK:  So the last time was '10/'11.  I assume it was in the '10/'11 filing.  I do believe there would have been something in the '10/'11 filing.


MR. THIESSEN:  Okay.  So that is Undertaking TCJ1.15.  Past filings of the Cornerstone cost summary.
UNDERTAKING NO. TCJ1.15:  TO PROVIDE THE LAST FILING OF THE CORNERSTONE COST SUMMARY.


MS. FRANK:  Can you just say -- I didn't like quite how you quoted that, because that implied I'd have to go look all over the place.  I am prepared to go back and find the last time we filed information, which takes the S off the filing.


MR. THIESSEN:  Last filing.


MS. FRANK:  There you go.


DR. HIGGIN:  Can I ask a complement -- it's the benefits realization plan last time filed, please.


MS. FRANK:  We will find out what we said on Cornerstone and --


DR. HIGGIN:  Yes.


MS. FRANK:  -- provide costs and benefits, whatever we filed the last time.


DR. HIGGIN:  Yes, thank you.


MS. FRANK:  I get it.


MR. RUBENSTEIN:  The next question is essentially about two interrogatories.  I have a feeling I know what your responses will be.


But this is in respect to issue 4.02, SEC 35, and issue 6.01, SEC 48.  We had asked you to provide copies of internal audit reports from 2010 for 2014 for material OM&A expenses and any other OM&A capital expenses, and you had refused to provide them.  I am wondering if you had reconsidered your position.


MS. FRANK:  We believe our original answer is a sound and appropriate answer.


MR. RUBENSTEIN:  I will take that as a refusal.  Those are my questions.


MS. LEA:  Staff has some more questions.  Is there anyone else that wishes to precede us?  Roger?


DR. HIGGIN:  I am trying to look at the time, and you could go first if it is ten, 15 minutes, and then I can see --


MS. LEA:  No, we would not be done in 15 minutes.


DR. HIGGIN:  Okay.


MS. LEA:  Sorry.  Mark?


MR. RUBENSTEIN:  Sorry, I just wanted to follow up.  This was with respect to an undertaking for VECC 42, or sort of -- this is the productivity chart, and the question I had asked.


For the purposes of our undertaking request, we had asked -- I will maintain asking for what I had originally sought and --


MS. FRANK:  The one million-dollar threshold?


MR. RUBENSTEIN:  Yes.  In any given test year.


MR. ROGERS:  Well, once again, we will not undertake to do that, but we will give you the information I said, and you have remedies if you think it is important enough.


There is a question where you just have to draw the line, I suggest, in terms of materiality.


MS. LEA:  Thank you.  I think now, Mr. Higgin, do you want to go next, or...


DR. HIGGIN:  I don't mind.  If you want to finish yours now, and I will fit in when I can.


MS. LEA:  Well, we don't mind if you want to go ahead.  The next person from Board Staff is going to be Mr. Skinner with respect to pension and OPEBs.  I don't know if that is relevant to you.


DR. HIGGIN:  No.


MS. LEA:  Okay.  Why don't you go ahead then, thank you.

Questions by Dr. Higgin:


DR. HIGGIN:  So I would like to start with just -- hello -- with a follow-up to what the discussion was on scorecards, I will call them.


So if you could look at tab 2.4, schedule 1, and staff 17.  That's where we find what I will call the Lisa chart.  Okay?  Maybe we can pull up the Lisa chart.  There we are.  I just want to understand in the big picture how this relates to your eight outcome measures and to your -- important word -- scorecard.


Where would I find your scorecard -- your scorecard, and how does it relate to this set of metrics and information that you have been asked to provide, and how will these two be part of the going-forward reporting for the plan?  I just need to try to understand.


MS. FRANK:  I think there are several different elements to your question there.


DR. HIGGIN:  Yes.


MS. FRANK:  Let me, first of all -- there is annual reporting of performance that happens for all distributors, and the Board has a long list of performance metrics that they require us to report on annually.  They're adding to that list, they're modifying the list.


We will report on whatever the Board requests and with the frequency the Board requires.  Some things are quarterly, some things are annually.  Those are all happening.  Some of the pieces in this table might well be reported in that normal reporting that happens to the Board.

In addition to that, we have our outcome measures that we have introduced for the first time in this application.  And we will report on those outcome measures on an annual basis to the Board.  That is our proposal.  We will see what the Board says and what the decision is, if that meets their needs or if it doesn't, but we're proposing that the outcome measures will be recorded on an annual basis.


We're also going to leave it to the Board on to whom we report it, but we will give it to them and let them decide what they believe is appropriate.


Let's go to the scorecard.  The scorecard is something that we use internally.  Management uses a scorecard to monitor their performance against metrics that drive what they believe is sound, well-rounded management behaviours.

And as we recently agreed through a -- to undertake to provide you the scorecard from '13 and '14 so you get a sense as to what is on there.


I'm not offering to report on that to the Board on an annual basis, but once again we will leave it to the Panel to decide what they think is appropriate.  I think there is a reasonable amount of overlap.


Naturally we have safety items on ours, because safety is very important to a company in our business, both public and employee safety.  And I am not recalling if the reporting that the Board mandates has any safety on it.  I don't recall that.  So they're not 100 percent overlap, but that would be an example.


I am not proposing to prepare that.


This particular -- you called it the Lisa table -- I do not see us reporting on this on an annual basis.  I see this as being part of an exploration of evidence in support of the application, but I don't see us preparing this.


But once again, we're always subject to direction from the Board.  If they wanted us to fill it in on an annual basis, we will take whatever they order us to do.


DR. HIGGIN:  Thank you.


Just as a follow-up, so where would I find -- using your eight outcome measures, where would I find a scorecard template that would match with that, within -- in the evidence?

MS. FRANK:  There...


DR. HIGGIN:  In other words, is there something that you would fill in on an annual basis?  Where would I find that, as your proposal in the evidence?

MS. FRANK:  I am just trying to find the outcomes.  Can you just pull up the exhibit with the outcome measures, please?  I think it is A4-4.

DR. HIGGIN:  Yes, I am aware of that, but anyway let's go there and let's discuss that.

MS. FRANK:  Yes.  Okay.  What we did here is, measure by measure, we put a little table in as to what the target was.


What I am going to suggest is rather than having it, you know, adding up to table 1 to table 8, we would likely put it all together into one table, just the list, what we had targeted and what our actual is.  That is simple.

DR. HIGGIN:  I think that would be very helpful to me and maybe to others if you would put it together in your -- in a format that would be helpful as a base template.


MS. FRANK:  But all it is is target for the year and then actual...


DR. HIGGIN:  Yes.


MS. FRANK:  The headings from each one of these tables, you are actually asking us to put that together in a table now, are you, Roger?

DR. HIGGIN:  Well, I think it would be very helpful.  But if it is too difficult now, I think it would be asked for probably in the hearing.  And so whether you want to do it now or work on it, I don't mind.

MS. FRANK:  It's not level of difficulty that -- it is just a matter of...


DR. HIGGIN:  Timing?

MS. FRANK:  Yes.  But... we can do it.


MR. ROGERS:  It is easier to do it than fight about it.  It is just putting these tables on one page?  Is that what we're talking about?


DR. HIGGIN:  Yeah, just putting together a scorecard on a one-pager.


MR. ROGERS:  Can you do that for us, Mr. Higgins?

DR. HIGGIN:  No, thanks.  You will probably agree that my rate is too high.


[Laughter]


MR. THIESSEN:  That's TCJ1.16.
UNDERTAKING NO. TCJ1.16:  TO COMBINE THE EIGHT MEASURES AND PROPOSED TARGETS OVER THE PLAN PERIOD INTO A BASE YEAR SCORECARD FORMAT.


And could you describe that, Roger?


DR. HIGGIN:  To take the eight measures and the proposed targets over the period of the plan, and to put that into a kind of a scorecard format that Hydro would propose as a –- going forward, as the base year, if you like, scorecard.  Is that...


MS. FRANK:  We've agreed.  1.16.

DR. HIGGIN:  Thank you.  Okay.

Are we ready?  So the next area I would ask you to look at briefly is -- I wonder if you could look up Exhibit 1.1 and CCC 3, attachment 2.

What we see here is the MOU between Hydro One and the Ministry.  And so what I would like to understand is -- in here it talks about metrics that will be reported to the Ministry/Minister on an annual basis.  I would just like to understand what those metrics are that you are reporting to the Minister and the Ministry.  Of course, it would have to be on a historic basis, some examples of those.

Go down.  If you want to look at the particular clause, it is down further.

MS. FRANK:  Which one is it?

DR. HIGGIN:  I'm just going to... there we are.

MS. FRANK:  So that talks to quarterly and monthly financial reports and briefing on operations; is that the one?


DR. HIGGIN:  No, there is also an annual report, I believe.  I haven't got it up.  I'll have to --


MS. FRANK:  So the one above it?  "Provide annual business plan"?


DR. HIGGIN:  G2.  There we go.  Thanks.


So those three, G2.


MS. FRANK:  When I look at G2, I am not familiar with the whole set of items described in G2.


I do know we share a scorecard with the government, the scorecard that we're going to bring in.


But some of the other items that are in here, I've not seen, so I don't -- and they're OHI-type items, so they're the integrated company.  I am not quite sure --


MR. ROGERS:  Let me take it under advisement.


DR. HIGGIN:  Well, G2 and G3, if you look at 3, it's quite clear that there's a filing to be given to the Minister in G3.


MS. FRANK:  All we do on the performance items is share a scorecard.  That's all.


DR. HIGGIN:  I understand.


MS. FRANK:  And the scorecard that we have agreed under TCJ1.14 that we're going to give for '13 would have been what we gave the government.  I have seen that; I was at the meeting where that was provided.

DR. HIGGIN:  Well, if it is the same scorecard, then that's fine.


MS. FRANK:  Yes.


DR. HIGGIN:  Maybe you could undertake to check that is the case, and if there is anything different, then you can provide --


MS. FRANK:  No.  I can tell you I don't have to check on the scorecard, because I was at the meeting where it was provided.  It is the same scorecard as we use internally.


DR. HIGGIN:  And that is the one that is referred to in G3?


MS. FRANK:  In 3, yes.  In G3, I'm fine.  I -- that one I am familiar with.  It's G2 I'm --


DR. HIGGIN:  Okay.  So we will take it that it is the same scorecard?

MS. FRANK:  It is the same scorecard.


DR. HIGGIN:  Okay.  Thank you.


One other area to go to next is, of course, the area of missed appointments.  The question is:  Is it you people that have to speak to this one, or is this for the next panel?

MS. FRANK:  It depends on which piece, the why we're missing the appointment –-


DR. HIGGIN:  No.


MS. FRANK:  -- Or why we need an exemption.  Which one are you asking?

DR. HIGGIN:  The line of questioning, just to be clear, is if you ask for an exemption, why wouldn't you propose a realistic set of targets or target to try to meet over the plan period?  That is the question, and we can go back and look, for example -- why don't we go to VECC 32, schedule 6, VECC 32, because that would probably be the most helpful.


You've got that chart up?  That's page 2 of the response that's got a chart that shows the missed appointments.  Are we having trouble with it?  I have it down as schedule 6, VECC 32.


MS. LEA:  It's tab 2.01, schedule 6, VECC 32(c).


DR. HIGGIN:  Right.  Right.  Thank you, Jennifer.  32(c).


MS. LEA:  So the chart is on the next page.


DR. HIGGIN:  There we are.  Thank you very much.


So here is the reporting on the zone, as opposed to regional basis, and my question is straightforward.  If you seek an exemption, can you clarify whether you are just saying, Oh, we won't do this one.  We don't need to do this 100 percent thing, or are you proposing an alternative or alternative target over the plan period?  Because from a customer perspective, I think it would be most appropriate to have some sort of a plan and a target over the period.


MS. FRANK:  But we have proposed in the exemption a new target.  The target is actually 90 percent is what we proposed.  And why we picked 90 percent is, if you look at the other customer targets that the Board already has -- and that's what I was looking for but I can't seem to find -- they're typically 90 percent.


This one is 100, which, it stands out as unusual that this one is set at 100 when everything else seems to be at 90.  So we said, make that one 90 as well.


We have had quite a bit of volatility around our performance, and we're hoping, actually, when you look at the -- I think this is one of the ones where we've got an in-service quality, we show what we're hoping to achieve.  We're hoping to achieve more than the 90.  Let me see.  So this is in A18-1, page 8.


DR. HIGGIN:  Yes, that's correct.


MS. FRANK:  Thank you.  Okay.  So if we look -- and you look at -- because we've got the history here, let's spend a moment on it.  In 2010 we were at 98, in 79 in '11, 98 in '12, 87 in '13, and what we're saying is 95 is what we're hoping to be able to target.


However, we're asking more for what the OEB set as the exemption.  We're looking at the OEB target, the column in there for what they have done about mets (sic) and schedules and connections completed, and all of those are 90.


So we're saying rather than using our target at 95, why don't you go to 90.  It will be consistent.  So that is how we came up with the 90, but we're hoping to do better than 90, and on here it shows what we're targeting.


DR. HIGGIN:  Okay.  We understand.  Leave that to a question of whether we think that is adequate or the 95 would be better.  That is another issue we can pick up later.  Okay.  Thank you for that.


I think I only have one other area for this panel.  Just let me check.


No.  I think that is my questions.  Thank you, Jennifer.  Thank you.


MS. LEA:  Thank you.  Is there any other person that has questions other than staff?  Yes.  Shelley.


MS. GRICE:  I just have one.


MS. LEA:  Yes, please go ahead.
Questions by Ms. Grice:

MS. GRICE:  I just have one question.  I have been sort of holding off asking it because I just wanted to make sure it wasn't already in the evidence, so please bear with me.  I am hoping it is not.


If we go to -- sorry, I just want to make sure I've got the right reference.  Okay.  Yes, if we go to Exhibit A, tab 4, schedule 4, it just mentions the level of spending that Hydro One anticipates on distribution line equipment.  And the test period, the spending is proposed at 307 million compared to 155 million in the preceding five-year period.


And then in interrogatory staff 53, it just shows the breakdown of that 307 million based on the three, I guess, business-plan cases, S12, S13, and S14.  So I will just wait til that comes up.


MS. FRANK:  Could you help us?  We're at A4-4 on the screen.


MS. GRICE:  Oh, I'm sorry, okay.  A4-4 is just where the five-year spending levels are.


MS. FRANK:  Can you even direct us a bit more on that?


MS. GIRVAN:  Is your mic on?


MS. FRANK:  Sorry.


MS. GRICE:  I'm sorry, A4-4, page 11.


MS. FRANK:  Page 11.


MS. GRICE:  At lines 7 and 8, it provides the five-year spending level in the plan for distribution line equipment of 307 million compared to 155 million in the preceding five-year period.


MS. FRANK:  Okay, yes, I have that now.


MS. GRICE:  Okay.  Then if we go to Board Staff Interrogatory No. 53, which is under issue 3.2, and appendix A, which is on page 6 of that interrogatory, okay, so right there, there are the investment summary documents, S12, S13, and S14.


I believe it is those three investment categories that make up the 307 million over the five-year period.  And I guess I just want to ask some questions to just -- to compare those numbers and projects to the preceding five-year period.


MS. FRANK:  Okay.


MS. GRICE:  Okay.  So in the first category, the line sustainment initiatives, I looked at investment summary document S12, and it breaks down, by year, number of projects, and for most of the years for 2015, '16, '17, and '19 there are 11 projects, and in 2018 there are seven.


So I just wanted to confirm, what's the reportable unit for that type of investment category?  Is it number of projects?  Is that what you're typically using?


MR. BROWN:  Sorry.  For line sustainment initiatives, there will be sub-projects that get delivered underneath that category.  And so we don't measure the unit -- like, there will be a number of poles, transformers, wire, that are all sustained under that driver.


And so it is like a bunch of miniature projects that get done all under this category.  I guess --


MS. GRICE:  Has the number of miniature projects changed since the preceding five-year period, the number that are done per year?


MR. BROWN:  They vary on an annual basis, depending on the scope and breadth of each of those projects.


MS. GRICE:  Okay, thank you.  And in investment summary document S13, which is the line component replacement, there was a breakdown through the pages of different quantities per year of cross arms, nest platforms, overhead conductors, regulators and reclosers, sentinel lights and substandard transformers and switches.


You can see them all there.  Within those paragraphs, it provides the proposed number of replacements per year and the annual budget per year.


I guess what we don't have or what I couldn't find was those -- the level of replacement and the level of spending each year for the preceding five years.  And I wondered if that was in the evidence somewhere, just to compare the level of replacement in those specific categories.


MR. BROWN:  By those categories, in other words?

MS. GRICE:  Yes.


MR. BROWN:  I don't believe that that is in the evidence.


MS. GRICE:  Is that easy to provide, just for comparison purposes?


Because what I am trying to do is determine where the spending is, the 155 compared to the 307.

MR. BROWN:  Are you trying to understand where the up-cost driver is?  In other words, what is creating the uptick in the spend?

MS. GRICE:  Well, yeah, and then the -- the level of equipment replacement in those categories, in this five-year period compared to the last five-year period.

So for example, switches.  In this application, it is 60 per year with an annual spend of 2 to 2.2 million.  So it would just be nice to know what the switch replacement was each year in the last five-year period and what the annual spend was.

MR. ROGERS:  Can you do that?

MR. BROWN:  I am not sure how much difficulty there is associated with that.  I would have to take that back and find out.


MR. ROGERS:  Let's try to help Ms. Grice.  She doesn't have very many undertakings.


We will do our very best.


[Laughter]


MR. BROWN:  To the extent we can do so easily, we will be happy to pull that together.


MR. THIESSEN:  Do you want to assign a number to that?


MR. ROGERS:  Yes.  I think we should.  J3.17, is it?


MR. THIESSEN:  No, TCJ1.17.
UNDERTAKING NO. TCJ1.17:  TO PROVIDE A BREAKDOWN FOR 2009 TO 2013 AND A 2014 FORECAST WITH RESPECT TO INVESTMENT SUMMARY DOCUMENT S13, USING THE SAME EQUIPMENT CATEGORIES AS PROVIDED FOR THE YEARS 2015 TO 2019.


MR. ROGERS:  Oh, I wasn't even close.  Okay.


[Laughter]


MR. THIESSEN:  Okay.  Thanks.


[Laughter]


MS. FRANK:  Can we describe it just so we -- Shelley, could you help us?

MS. GRICE:  Sure.  So it would be with respect to investment summary document S13, using the same equipment categories as provided for the years 2015 to 2019, the breakdown of replacements per year and the annual spend for the years -- I guess it is 2009 to 2014.


MS. FRANK:  Or '13?

MS. GRICE:  I'm sorry, '13.


MS. FRANK:  Okay.

MS. GRICE:  And maybe forecast for 2014.

[Laughter]


MS. GRICE:  And then not to be a pain, but could I just --


MR. ROGERS:  Hold on now.


[Laughter]


MS. GRICE:  So I've got the total spend for investment document S12, S13 and S14.  And I will just read it in.


S12 I understand is 209.6 million in capital; S13 is 60.4; and S14 is 36.8.


It would be really helpful to know those values in total for the 2009 to 2013 period.

So for example, S12 is a line "Sustainment initiatives."  The spending proposed is 209.6 million.  I'm just wondering what that spend was in the last five-year period so that we can add up the three to total the 155 million.

MS. FRANK:  Do you want another number?  Oops, sorry.

MR. ROGERS:  Can we not leave it as the same number?

MS. GRICE:  Sure.


MR. ROGERS:  Thanks.

MS. GRICE:  And the last part of this, because it is part -–


MS. LEA:  How about one question, Shelley?

MS. GRICE:  I was trying to understand just this whole project, but under S14 you are replacing submarine cable.  And the proposal for the test period is 220 cables per year; the total spend is 36.8 million.


I just was hoping I could get the cable replacement per year for the 2009 to 2013 period.

MR. ROGERS:  Yes, providing that is the last subparagraph.


MS. GRICE:  That's it.  I'm done.  Thanks.


MS. LEA:  Is that all part of the same one, then?

MS. GRICE:  Yes.  Thank you.

MS. LEA:  Other folk with questions?  And is CME still on the telephone?

MS. BLANCHARD:  Yes, I am.


MS. LEA:  Do you have any questions?

MS. BLANCHARD:  None.  Thank you.

MS. LEA:  Okay.  So, Don, that leaves you with Board Staff.  And I don't know whether you wish to plough on to attempt to finish this panel today.  I would have to warn you that we might take as long as 5:30 to do that, or you wish to come back tomorrow.


I also need to ask the court reporter how she is feeling and whether she can continue, because it's been a long day.


MR. ROGERS:  It has.  I think the preference of my witnesses would be to finish it today, if everyone is agreeable to that.  I know it is tough for the reporter and yourself, but I think everybody is getting a little tired but I think they would like to finish today.


MS. LEA:  Is that all right with you?


Okay.  Thank you very much for indulging us, then.


Mr. Skinner, do you want to go next?  Okay.  So I will ask Mr. Skinner to ask his questions about pensions and OPEBs, please.  Thank you.

Questions by Mr. Skinner:


MR. SKINNER:  Good afternoon, panel.  My name is Duncan Skinner, Board Staff.  Could you bring up tab 4.03, Staff 64, please?

In response to this interrogatory, Hydro One answered that the cash basis for pension recovery from ratepayers allows for less volatility.  Would adopting the cash basis for post-retirement benefits other than pensions -- which is also referred to as "other post-employment benefits" and an acronym of O-P-E-B-s or "OPEBs" -- also allow for less volatility?

MR. CHHELAVDA:  In the short term, it would.  However, from a US GAAP perspective it would result in a deviation from US GAAP.


So you would have that issue to deal with.

MR. SKINNER:  And what is that deviation?


MR. CHHELAVDA:  Well, because US GAAP views this as -- it views other post-retirement benefits as an employment contract and it should be accounted for in the period.


So you will have a discrepancy now between what you are reporting and then what you are actually recovering.

MR. SKINNER:  And would you be able to record that in your regulatory assets for US GAAP purposes?

MR. CHHELAVDA:  Provided that we had the disposition to do so, I believe, yes.

MR. SKINNER:  Okay.  And is there an ASC?  I think it is in the 900 series?


MR. CHHELAVDA:  Yes.  For rate-regulated accounting?

MR. SKINNER:  Yes.  Specifically related to post-employment benefits.


MR. CHHELAVDA:  I believe there is, yes.


MR. SKINNER:  Could I ask you to put that on the record, if you would?

MR. CHHELAVDA:  I'm sorry?

MR. SKINNER:  Could I ask you to put the ASC, the US GAAP pronouncement related to the restrictions on cash accounting or accrual accounting for post-employment benefits?


MR. CHHELAVDA:  I don't have the codification memorized, or I don't know it handily.


But I didn't -- it's not really a restriction.  It is just stating that it would be -- you would need to have a regulatory allowance to do so.

MR. SKINNER:  Okay.  The reason I raise it, we cross-examined OPG last week.  They said there was a prohibition.  One of my colleagues thinks it is a 15-year amortization period that is the prohibition, and I was wondering if I could have your views on that exemption, prohibition, whatever you wish to call it.

MR. CHHELAVDA:  So generally, when you -- first time adopt US GAAP, you would have a 15-year period, yes.  That is correct.

So my colleagues at OPG do have it correct.  There is some prohibition on that, unless you're a first-time filer.  And this dates back to 1992 for that 15-year prohibition.  It doesn't really apply to anyone these days, because if you go 15 years back from today it would put you in about 1999.


MR. SKINNER:  Mm-hmm.  Okay.  So let me -- it would be possible for you to record the difference between accrual accounting and cash accounting for OPEBs in a regulatory asset that the Board would approve at some time in the future; is that correct?

MR. CHHELAVDA:  I would have to check, but I think that prohibition is still binding us and constricting us.


So it is subject to check.  I would say I do not think so.

MR. SKINNER:  Thank you.


Could you bring up -- it's issue 4.03, staff 65.  And could you also bring up issue 5.01, staff 77.  What I am looking at are the dollar amounts in staff 65, page 2, or we can stay where you are there on staff 77.


And if you look at that line, actual DX OM&A, subtotal for the period, it is amount A.  If you compared those numbers to the numbers that you provided on page 2 of staff 65, they are different.


Staff 77 there is calculating the amount posted to the pension cost differential account.  And the numbers -- and I will just take one number.  If you scroll down to 2013 on this, you will see that the OM&A allocated to distribution is 39 million, but on staff 77 it is 50 million.


I was wondering if you could undertake to look at those two tables and let me know if I am correct in my belief that the numbers should be the same.


MR. CHHELAVDA:  Well, if I'm looking at for 2011 OM&A, I actually do see 50 under distribution and I see 50 again.  So --


MR. SKINNER:  Right.  Then go to 2012.


MR. CHHELAVDA:  2012?  We are at -- okay.  I see.


MR. SKINNER:  And 2013?


MR. CHHELAVDA:  Okay.  Yes, I can undertake to investigate.


MR. SKINNER:  Thank you.


MS. LEA:  Investigate?


MR. SKINNER:  Yes, please.  Which table is correct and to correct the table that is not correct if one is incorrect indeed.


MR. CHHELAVDA:  Okay.


MR. ROGERS:  Yes.


MR. THIESSEN:  That would be TCJ1.18.
UNDERTAKING NO. TCJ1.18:  TO INVESTIGATE WHICH TABLE IS CORRECT AND TO CORRECT THE TABLE THAT IS NOT CORRECT IF ONE IS INCORRECT INDEED.


MR. SKINNER:  Could you bring up staff 66.  It is issue 4.03, staff 66.  And in answer to (b) you're saying the next actuarial evaluation is required for December 31, 2014.  Am I correct that you would have another one that would be due December 31, 2017?


MR. CHHELAVDA:  That would be correct.


MR. SKINNER:  You're going to have variances arising from these two valuations during the test period.  Looking at Exhibit A, pensions and post-employment benefits are not one of your annual adjustment proposals.  But you do have a deferral and variance account for the pension differential. So there is some element of variance that would be dealt with during the five-year test period.


Do you have a sense of when you would apply for disposition of the amounts that arise during the five years?

MS. FRANK:  You're correct that we have requested in F1, tab 1, schedule 2, page 3 for a pension cost differential account.  And our expectation would be when we come back for the next application, so for 2020 and beyond, we would -- that's when we would come and ask for a clearing, not before.


MR. SKINNER:  So you're not looking at a materiality level like $10 million or $20 million to trigger coming in?


MS. FRANK:  No.  We're just going to wait.


MR. SKINNER:  Okay.  Is there interest on the account?


MS. FRANK:  Yes.  It follows the Board's rules for how each of these accounts are recorded.  So it is the interest rates that the Board provides for all regulatory assets and liabilities.


MR. SKINNER:  Thank you.  Could you bring up tab 4.03, staff 68, please.


Do you have collective agreements that will cover the entire test period, 2015 to 2019?


MS. FRANK:  Can we leave this one for the next panel, because we have a person who is going to deal with all HR-related issues, and I notice this is about employee and employer contributions.  I think it would be better.


MR. SKINNER:  Yeah.  But the question is just, have you -- and you don't have to answer it.  You can leave it for the next panel.  But have you considered going to one-to-one?  That is the question.  You can decide how to answer it.


MS. FRANK:  Let's let the next panel deal with that.


MR. SKINNER:  All right.  Staff 69, issue 4.03.  I think I understand this.  The full recovery of distribution pension costs included in OM&A.  I struggled with that expression, and I know you have explained it, so let me see if I can play it back to you, and you can tell me if I am right or wrong.


And I sort of learned from the staff 77 table about how you come up with the entry to record in the variance account.


So you have an amount for Hydro One in total.  You allocate an amount of pension cost to distribution, and then you have your capitalization policy.  So let me assume it is 50-50.


So whatever is allocated to distribution, you then take the piece that is allocated to OM&A, and that is what you are looking to recover, and it is the difference between the amount embedded in rates for OM&A and the amount allocated every year that you call "actual", and that is the difference that goes to the variance account.  Is that correct?


MR. CHHELAVDA:  That's correct.


MR. SKINNER:  Okay.  So you don't seek to recover anything that's been capitalized in your fixed assets?  You don't seek to recover any variance with respect to post-employment benefits or pensions that you capitalize.  I think I am correct in that.


MR. CHHELAVDA:  You are correct.


MR. SKINNER:  Thank you.


Could you turn to staff 70, please, and go to page 2.  I have a few questions, and I will have to bounce to different exhibits, but let me start with this one.


In your 2013 audited financial statements which you filed -- and you filed that as issue 2.3, staff 16, and it is attachment 2 -- on page 33 you show an amount as benefits paid for post-retirement and post-employment benefits of $44 million.


And on this page -- and we will take 2015, for example -- the accounting number is 115 million in total, and your benefit payments are 44 million.  So the difference between the accounting accrual and the cash is 71 million.  Would you agree with that math, without getting into if it is capital and different issues, just the difference between the two numbers?


MR. CHHELAVDA:  Are we comparing '13 numbers to '15 numbers?


MR. SKINNER:  I am using 44 million payment as a proxy for 2015.


MR. CHHELAVDA:  Okay.


MR. SKINNER:  So we would have about a $71 million variance.


MR. CHHELAVDA:  Correct.


MR. SKINNER:  Okay.  So if we could jump to staff 73 and go to the table on page 4.  This goes back to the volatility issue.  If you look at just -- we had 86 million in total in 2010, 102 million in '11, 103 million in 2012, it jumps to 129 million in 2013 and 124 million in 2014.


And correct me if I'm wrong, but the biggest driver of change is the discount rate.  In 2012, your discount rate was 5.25 percent and in 2013 your discount rate was 4.25 percent.  I have taken those numbers from your audited financial statements.


And that seems logical, that the increase in the benefit cost is being driven by the reduction in the discount rate; is that correct?

MR. CHHELAVDA:  Correct.


MR. SKINNER:  More or less?

MR. CHHELAVDA:  More or less.


MR. SKINNER:  Okay.  Now, the difference between the total amount of 103 and the cash payment for 2012 is 61 million.  And in 2013, the difference between the 129 million and a cash payment of 44 is 85 million.


So using 70 million as a rule of thumb or to just do a calculation, and assuming that that is the number since 2000, since you were first -- since you first adopted the accounting standard and included that in rates, if I multiply 70 million by 14 years, I get $980 million.

So it suggests that you have recovered above 900 million over the amounts you paid from inception of the accounting standard and the implementation of that policy in your rates.


And if I take -- continuing the math, if I take the 44 million payment amount and divide that into $980 million, it suggests that you have already recovered sufficient to make payments for the next 22 years.


And so the question is:  Is there a need to continue to recover post-employment benefits from ratepayers during your test period, when you have approximately 20 years of payments that you have already recovered from ratepayers?

MR. CHHELAVDA:  Well, the collection or the -- the amount for OPEB is a liability that the organization does have.  So these are -- what we're doing is we are collecting, today, amounts that we are going to have to pay down the road.

And of course, it is based on actual evaluation, which is the best estimate.  And, you know, discount rates can change, mortality can change, you know, and a few other factors.


So my view is I do believe it is appropriate to collect these amounts in rates, as this does -- this is an actual liability that the organization will have to pay down the road.

MR. SKINNER:  Okay.  If I can just find the answer you gave me, you replied that you had almost recovered all of the liability that you show on your books.


I was wondering if you had a numerical analysis that supports that statement that you made in reply to the interrogatory.


I just did the mental math and came up with $980 million, and the total OPEB projected benefit obligation at the end of 2013 was 1.5 billion.


MR. CHHELAVDA:  Correct.


MR. SKINNER:  So do you have additional analysis that would support your opinion that you have recovered almost all of your liability?

MR. CHHELAVDA:  We would have, subject to check, a level of analysis that would indicate what we recovered and what is yet to be recovered, yes.


MR. SKINNER:  Could I ask you to put whatever you could on the record that would not be confidential, that would show numerically how close to the 1.5 billion liability you are, in terms of recovery since 2000?

MR. CHHELAVDA:  The only piece here that is a little difficult is there's an element that would be recovered through OM&A; that would be straightforward.  There is also an element that is recovered through capital, so return on rate base and then through depreciation.  That would -- going back to 1999, that -- I'm not sure if that information is available.  So...


MR. SKINNER:  I was just asking what you have available, not to go -- I mused over this myself, about how you would get the depreciation and WAC and tax gross-up and it would be a nightmare.


But I thought, because you answered the question, that you think you -- or you stated that you have likely recovered most of the liability, that in order to make that statement you would have done some calculations yourself.

MR. CHHELAVDA:  So we can provide what we do have.


MR. ROGERS:  Let's undertake to provide what can be conveniently provided.

MR. SKINNER:  And without it having to be filed in confidence?


MR. ROGERS:  Yes, yes.

MR. THIESSEN:  That is TCJ1.19.
UNDERTAKING NO. TCJ1.19:  TO FILE AVAILABLE INFORMATION TO SHOW NUMERICALLY HOW CLOSE RECOVERY SINCE 2000 HAS BEEN TO THE $1.5 BILLION LIABILITY.


MR. SKINNER:  The reason that these questions are being asked is that OPG has close to a billion dollars that it has recovered in excess of payments since April 1, 2008.  And you have somewhere upwards of $900 million, or whatever the number is.


And if you add all of the other utilities in Ontario, it is substantially larger than $2 billion.


The Board has not directed you in the past to have a trust, and you have given some information on tax leakage and the problems with the trust account.

But you had an 18 percent return on your pension plan, and if the 3 or $4 billion was in a fund earning that kind of return, it would certainly reduce the amounts to be recovered from ratepayers in future.

We cross-examined in Enbridge and we cross-examined in OPG, and there was a suggestion that this be done on a generic basis, rather than on a company-specific basis within the context of its application.

Would you have a view to express on that?

MR. CHHELAVDA:  I believe we would support it being done through a generic process as well.

MR. SKINNER:  Those are all of my questions.  Thank you very much.

MS. LEA:  Thank you very much, Mr. Skinner.


MS. Azaiez?


MS. AZAIEZ:  Hi.  Apologies for keeping you this late.  A few questions.  I hope to be quick.
Questions by Ms. Azaiez:

Going to issue 2.4, Interrogatory -- Staff Interrogatory 19(b), the summary chart, the first line, it says here it's 38 transformer replacement spares for 2019.


I think your other evidence says it is 32.  It is just -- I just want to make sure that we have the correct number in the summary chart.

[Witness panel confers]


MR. BROWN:  I am just going to have to take that back and check which the correct is.

MS. AZAIEZ:  Okay.  And that actually -- the prefiled evidence is D2-2-3.  So SO1, the project.  Okay.

MR. BROWN:  Thank you.  I will check that.


MS. LEA:  So that was an undertaking.  We're just going to give it a number.


MR. THIESSEN:  TCJ1.20.
UNDERTAKING NO. TCJ1.20:  TO CONFIRM NUMBER OF TRANSFORMER REPLACEMENT SPARES FOR 2019.


MS. AZAIEZ:  And then if you could cross-reference in the same summary chart the system O&M at the bottom.  I know the question didn't ask for it because it just referenced D2, but if you could cross-reference the O&M, that would be great.

MR. BROWN:  Sorry, I am not sure I am clear on the ask on that.

MS. AZAIEZ:  Okay.  See, the last column is "Corresponding projects," and so in system O&M, where I just wanted to be able to cross-reference that in the current prefiled evidence.

MS. FRANK:  Are you just asking that we check the numbers that are in the first column, the capital expenditures, to the other exhibits, and confirm the numbers are in agreement?  We are a little bit uncertain what the ask is.


MS. AZAIEZ:  It's late in the day.  The last count is not applicable.  If -- where it is system O&M, and then you have the expenditures, all I wanted is to be able to complete the chart with a cross-reference.  But if that is not available, that's fine.  I will find it myself.

MR. BROWN:  I don't believe that there is a corresponding exhibit in D2.

MS. AZAIEZ:  Not in D2, but elsewhere.  It is probably in C somewhere, I'm sure.

MR. BROWN:  Oh, okay.  You just want the reference in the –-


MS. AZAIEZ:  Yes.


MR. ROGERS:  If you can't find it, if you call one of us we will try to find it for you.


MS. AZAIEZ:  Okay.  Thank you.

Then moving -- if you could turn to Board Staff IR 53(g).  The issue number is issue 3.2, and you answered this by saying that Hydro One has not and does not intend to commission a third-party assurance review of any asset condition assessment review because Hydro One no longer conducts these reviews, given the investment made in the new asset management tools.


Could you please clarify how the new asset management tools replace the function of the third-party assurance review?


MR. BROWN:  Okay.  So this has to do with the fact that we used to have an asset condition assessment review undertaken by a third party, and that versus the work that we currently do, which is collect our condition information through visual and other inspections at site by our own staff.


So the asset condition assessment review that was done in the past was done so because we did not have that good condition information that we currently have from field inspections.


And so our perspective is, is that if our trained experts are going to site, collecting information, inputting it into our SAP systems, you know, a lot of the benefits of Cornerstone and that have been now implemented, we have much better information about the conditions of our asset from our own internal work.


And so we think, you know, that what we have now is much, much better and more meaningful information available to us than would be a result of any further third-party reviews.


MR. ROGERS:  My understanding is too, if I could just help -- correct me if I'm wrong -- but previously I recall there the third-party review was a kind of a random review, was it?  They would be random inspections of facilities, whereas now you cover the whole system with your own people, who are expert in recording this information.


MR. BROWN:  Third-party reviews used to be done on a small subset of assets, and then, you know, various pieces of information would be then used as a proxy to determine system condition across the province.


And so we have much, much better information on that now with the experts that actually visit the field and do that maintenance work now.


So we just don't see any value in having a third party do any of that work for us.


MS. AZAIEZ:  So if I could tie this to the information that you provided earlier in hard copy, and where you give the risk value as the value that is the determinant for choosing the optimum -- sorry, the project that Hydro One undertakes to do, and just to compare, the risk value is not necessarily a universal value understood by all.


So I know it is -- a dollar value is, and so for this risk value, for example, so your asset management tool here, the methodology -- and this is where I was asking about an assurance review -- the methodology of that model, was it checked by any third party?


I understand that it may be a superior solution to the old solutions, but -- and that was sort of where I was going with the third-party reviewing of your asset management tools.  Could you comment?


MR. BROWN:  Yes, so to my knowledge -- and subject to check, but I am not sure that we have had any third-party review of, for example, some of the AIP or asset analytics tooling, but, you know, suffice it to say that there was a strong subset of the organization that worked on the development.


You know, the subject-matter experts of our organization worked very closely with the vendors who helped us develop these tools, and, you know, we do stay connected.


I think, for example, with the asset risk assessment piece of it we are involved with CEATI, sharing what the good things are that we're doing with them, and they actually are asking us for information.


So I think we are leading the pack around this piece of it, and have done some really good work.


MS. AZAIEZ:  Is there a way that we could be assured that the model that you have is sound?  I am looking at the different inputs, right, on customer risk.


Are these equally weighed, the different risks that you have in the bag?


MR. BROWN:  The risks are all differently weighted for different types of assets.  It is a very sophisticated program that we have developed, and so this is a bit leading-edge stuff, and, quite frankly, should we bring in a third-party reviewer, they're probably going to be asking us for as much information -- you know, we're ahead of the pack in this area.  And so, you know, that's part of the reason why we don't see a whole lot of value in having a third party come in and tell us what we have done is adequate because, quite frankly, we're leading the pack in this area.


MS. AZAIEZ:  And so kind of on the continuum there, so the asset that was question Board Staff 50(d), as a follow-up we asked what is meant by asset economics.  So is --


MR. BROWN:  Yes.  So asset economics, I think, is described in the evidence, and I may have to dig for that.  But basically asset economics talk about the replacement cost of particular assets.  Glenn is going to look it up for me.  And alternatively in some cases the ongoing maintenance and operational costs associated with assets.


And I believe it is in A-17 there is a discussion around asset economics in schedule 3 to 7, somewhere around in there.  I will find the link for you.  There we go, section 3.   Keep going down.  I believe it talks about -- 3.6.  There it is.  3.5.1 in Exhibit A, tab 17, schedule 7 on page 5.


MS. AZAIEZ:  So that is asset risk, right?


MR. BROWN:  Asset economic risk.  That is the same -- I think that is what you're asking for, is the economic input into the model, right?


MS. AZAIEZ:  I was thinking of the asset economics perhaps as something that as a minimum condition grade or something that you would put as an input in the asset condition assessment.  Maybe I understand better that actually you're talking about asset risk.


So asset risk, I don't see it in the chart that you provided in hard copy.  So is the asset risk divided amongst all of these categories of risk?  Or how...


MR. BROWN:  This one here is a little bit different, in the sense that the asset is the right-of-way.  It is not a hard piece -- a hard device for this particular example for line clearing.


So I would ask if you could maybe take a look at the station refurbishment one when you get a chance, and I think you will see that some of those other risks for hard asset are evaluated a little bit differently than this one.


MS. AZAIEZ:  Okay, good.
Questions by Mr. Rubenstein:

MR. RUBENSTEIN:  Can I just quickly ask a follow up?  You were asked about the weighting of the risks, and you said for different assets the risks are weighted differently?


MR. BROWN:  That's correct.


MR. RUBENSTEIN:  Is there any information in the evidence that sort of discusses which assets --


MR. BROWN:  No, there isn't.


MR. RUBENSTEIN:  Can you sort of provide us with a -- help me understand how this works?


MR. BROWN:  Well, it is done by an asset type, and I can give you one or two examples.


MR. RUBENSTEIN:  Sure.  Oh, you're doing it by undertaking.  I was just asking sort of a -- just can you help me at a high level --


MR. BROWN:  I'm smart, but I'm not that smart.


MR. RUBENSTEIN:  Okay.  That's fine.


MS. LEA:  So we wish an undertaking; is that correct?


MR. BROWN:  That's correct.


MS. LEA:  Can you please outline what that undertaking is again?  We were slightly --


MR. THIESSEN:  It will be TCJ1.21.
UNDERTAKING NO. TCJ1.21:  TO DESCRIBE in general how WEIGHTING OF the RISKS works, and to provide an example

MS. FRANK:  Can I suggest -- here is what I heard -- it is the weighting that is used for the various risk factors on the value score for the items that we handed out, only for the items we handed out.

MR. BROWN:  So just for clarity -- because that is a lot of work too -- I was hoping that I could do it for a particular asset type.


Let me give you a for instance on a station recloser, for example.  I can show you what the mix would look like.


MR. RUBENSTEIN:  Sure, but I am less interested in that.  Just sort of an understanding of how generally this works.  And if you want to use an example to show -- just sort of an understanding is really what I am asking for and more interested in.  Thank you.
Questions by Ms. Lea:

MS. LEA:  Thank you.  And just still on these exhibits that were entered today, because we haven't had a long time to look at them yet, if we have further questions about them -- and we don't want to keep the panel today, but if we're reading them and we truly don't understand something, I presume that the applicant would be open to receiving a written question, not demanding lots of data, but:  We don't understand this.  Can you help us, type thing?

MR. ROGERS:  Yes.


MS. LEA:  Thanks.  We will see if that is necessary.  I hope not.
Questions by Ms. Azaiez:

MS. AZAIEZ:  The last question, just linking Exhibit D2, the alternatives that you have –- the do nothing, status quo and the recommended -- do these map directly to the ones that are in this handout, vulnerable, intermediate and asset optimal?

[Witness panel confers]


MR. BROWN:  Okay.  So the question is:  Do the "do nothing" versus alternative 1 versus alternative 2 clearly map exactly to the vulnerable, intermediate and asset optimal, and so forth and so on?

I am not convinced that they do map exactly, but that's something I guess I would be willing to review and take another undertaking and provide information back to you.

MS. AZAIEZ:  Thank you.

MR. ROGERS:  They do substantially.  I take it they do substantially.  You're concerned about the last 1 percent, are you?  Do you need that?

MS. LEA:  Well, frankly the nomenclature is so different we're not sure that we're even asking the right question at this juncture.


We need to understand how the nomenclature in Exhibit D2 -- and we're looking -- we happen to be looking at D2-2-3 -- matches the nomenclature in the exhibit that you handed out today, which was K1.1.


So it is really an understanding of how these things go together.  We don't even know what we have to ask, really, at this juncture.  At least I don't.  Maybe Ms. Azaiez has a clearer idea.


MR. ROGERS:  We will try to close that gap.


MS. LEA:  So perhaps an explanation of the relative nomenclature.  I don't know how to even phrase the undertaking.


Help us understand how the D exhibit relates to the exhibit handed out today, and that would be TCJ1.22.
UNDERTAKING NO. TCJ1.22:  TO EXPLAIN HOW NOMENCLATURE IN EXHIBIT D2 RELATES TO THE NOMENCLATURE IN EXHIBIT K1.1.


MS. LEA:  Thank you.  So Mr. Thiessen?
Questions by Mr. Thiessen:

MR. THIESSEN:  I have just a couple of questions.  One has to do with deferral and variance account accounting.  We sent this question ahead of time, and it had to do with response to Board Staff No. 79, tab 5.01.

And in looking at the exhibit, F1-1-1, we thought that the deferral and variance account for renewable generation connection weren't accounted for properly according to the APH and to the Board's last decision in this case, or in the 2009 decision for distribution.

So we were wondering whether you could clarify that or undertake to clarify it.

MR. CHHELAVDA:  So when we took a look at this, you know, we looked at our methodology, and we believe that our methodology resulted in a more accurate number and has less of an adverse impact on ratepayers, at a very high level.


We looked as 2013, and when we looked at the methodology that Hydro One used versus the OEB-prescribed method, under the OEB-prescribed method we would be refunding $10 million less to ratepayers.


So we would be more than happy to use the OEB-prescribed method, but we feel our method is less impactful to ratepayers.

MR. THIESSEN:  Thank you.  I have one other question, and it has to do with Board Staff -- Interrogatory Staff No. 7 under tab 2.01.


In this one, we ask a question about, you know, how you could achieve a zero rate increase.

And in the response, Hydro One put together a scenario, sort of a rough scenario cutting capital costs by $200 million, cutting in-service capital by $200 million, and cutting O&M, at least in 2015, by 120 million, rising up to 260 in 20189.


So my question would be how you defined that scenario in terms of the rate increase.  Is that sort of a revenue requirement impact that you have calculated?

[Witness panel confers]


MR. SCOTT:  Sorry, I apologize.  I was just looking through my notes.  Sorry, could you repeat it again?

MR. THIESSEN:  Well, you provide a scenario for a zero rate increase, according to the question.  And the question wasn't specific; it just said "zero rate increase."


So you provided an answer that resulted in a lot of capital costs coming out and O&M costs coming out.


I am wondering, did the scenario focus on revenue requirement in those years, that did not increase over the years?  Or did you take into account that there was going to be increasing loads and increasing customer numbers, which would impact the rate impact?

MR. SCOTT:  No.  This was strictly the revenue requirement.


MR. THIESSEN:  Strictly revenue requirement kept at zero for five years?


MR. SCOTT:  That's correct.  And that was just version, our alternative of how that might be done.


MR. THIESSEN:  So I assume that you just sort of roughly looked at those $200 million numbers and took them as a ballpark figure?

MR. SCOTT:  Yes, that's correct.


MR. THIESSEN:  I am surprised at the magnitude of that reduction.


Could you tell me anything about why it is, like, $200 million, which is sort of a third of your capital spending and in-service capital?


It is just that –- is it just how the numbers worked out?

MR. SCOTT:  Well, the 200 was just a ballpark number or just a nice round number to use as we were going there.


I'm struggling...

MS. FRANK:  Capital is -- certainly, if you want to reduce a rate impact for customers, you don't look to capital to do it, because a dollar that we spend today takes, you know, depending upon the asset, 40 years or 60 years to recover.


So cutting a capital project has a really rough and small impact upon reducing revenue requirement.


I often use a ballpark number that says a 10 percent, so if you cut by $200 million, it changes the revenue requirement by $20 million.


So you really have to take some pretty hefty cuts to capital to change the revenue requirement.


That's why when we were trying to run some areas on this one, we have relatively large OM&A cuts, because a dollar spent today changes the revenue requirement today.  There is a one-for-one.


That is not true with capital.


MR. THIESSEN:  Okay.  Well, thanks very much.  That is all I am interested in hearing.  Thank you.

MS. LEA:  I have two areas to ask you about.  The first is in tab 3.01, schedule 1, Staff 38(b).  You gave us a chart in your answer to part (b).


And on average, OM&A is declining over the plan, and on average, the growth in capital is increasing compared to 2010 to 2014.


And my question was:  Has there been any change in Hydro One's approach to capitalization that could be driving part of this relative change in growth over the test period -- over the plan period?

MR. CHHELAVDA:  So is the question has there been a change in our capitalization policy?  Or cost for capitalizing?


MS. LEA:  Well, I was saying capitalization approach to keep it general.


Is there something about the accounting that is making this change happen?  Or is it all capital spending versus OM&A spending that is making this relative -- the growth is different for each of these segments?

MR. CHHELAVDA:  So there has been no significant change in our accounting.


MS. LEA:  Okay.  Thank you.


The other area I wanted to ask you about is the request at Exhibit A, tab 18, schedule 1, appendix A, which is the request for amendment.  I just needed to clarify a few things with you so that we can get this order right.


Do I understand that you're seeking an amendment to Schedule 3 of your licence to add this exemption?  I am presuming that is how the Board would manifest this.  It wouldn't be part of its rate order.


MS. FRANK:  We were trying to find an efficient way to link what we've put in, in terms of the service quality targets and the Board's requirements, in terms of levels of what's in the code for responsiveness.


When we found that we couldn't get to 100 percent, that that was not a reasonable target, we were putting in 95, we thought we had to do something, and so we chose to ask for the exemption here.  It was about efficiency.


MS. LEA:  Okay.


MS. FRANK:  We are perfectly happy to use whatever method you suggest, as long as it's efficient --


MS. LEA:  Well, I think that we kind of went through that, and we understood that you wished this panel hearing the rate case to hear this, but I think that the order will be an amendment to Schedule 3 of your licence if the amendment is granted, if the exemption is granted.


So that leads to the question of whether you think the Board needs to give any additional notice of this application beyond what was given for the rates application.

MS. FRANK:  We have talked about that.  My suggestion would be, we have all the normal participants already engaged in this application.  So I would think that additional notice would be unnecessary, but we once again leave it to the Board.


MS. LEA:  Okay.  Why does the exemption need to be permanent, as opposed to for a number of years?  Do you believe you can never achieve 100 percent compliance?


MS. FRANK:  That's correct.  We don't think we will ever get to 100.


MS. LEA:  Do you know if your compliance has increased or decreased over the last five years?  I recognize you don't have the data for some of those years, but is your general sense that your ability to comply has increased or decreased over the last five years?


MS. FRANK:  What we -- I won't pick it up again, but when I was looking at the service-quality numbers, you found that they went up and down.  There wasn't a trend to it at all.


MS. LEA:  Okay, hmm-hmm.


MS. FRANK:  So I don't -- but the only thing I did find is it never got to 100 percent, not once.


MS. LEA:  And do you expect your compliance to increase or decrease over the next five years?


MS. FRANK:  We have targeted a level of 95 percent.  So that's an improvement over several of the years.  I think there was one year where we did better.  But we are targeting 95 percent.


MS. LEA:  Okay.  And then I didn't understand why the request for the permanent exemption was different from the request for the interim exemption.


Are you still of the view that you need the immediate interim exemption here?


MS. FRANK:  This is more a recognition of where we are today.  We are non-compliant today, and so if you go in and ask for an exemption, do you ignore today's non-compliance?  And we thought it would be better that we acknowledge that we're non-compliant today and, therefore, ask for the interim.


But once again, I think I would leave it to the Board to decide.


MS. LEA:  Okay.  I think I understand that.


And when you ask for both 7.5.1 and 7.5.2, these are sections of the code, 7.5.1 and 7.5.2, for the permanent exemption you have asked for a 90 percent target, but for the temporary interim exemption you have asked, as I understand it, not to attempt to contact the customer at all by seeking an exemption from 7.5.1.


I presume that is not your intent.  So could I presume that you're asking for an immediate relief to 90 percent as well as a permanent relief to 90 percent?


MS. FRANK:  I think that that interpretation would be accurate.


MS. LEA:  Thank you.  And my last question in this area goes back to the VECC interrogatory that we looked at earlier, which is tab 2.01, schedule 6, VECC 32, and it was 32(c).


And you were asked there for a regional description.  Sorry, did I go too fast or...  Okay.  A regional description.  And I just noticed the Georgian Bay area there.  And I wondered whether the Georgian Bay area was a particularly difficult area for you.


Why is that -- I understand the northeast, but there aren't too many requests there.  I looked at Georgian Bay because there are a large number of requests there and your compliance is only 79 percent.


What is it about this area that leads to that relatively low level of compliance?  Can you help us?


MS. FRANK:  We're thinking about what you find in Georgian Bay, and we think you find a fair amount of water with people on cottages and difficult access, as well as not always good cellular coverage.


So it takes a while to get to people.  You might be in a boat to get there.  And once -- you may get delayed, once again weather and whatnot.


It is an area that is particularly challenging to serve, and you saw the list of the things that we do.


MS. LEA:  Yes.


MS. FRANK:  We can do a whole list of items, even as simple as getting to read a meter.  But I think it is the geography of the area.


MS. LEA:  Okay, thank you.  One moment.


Thank you very much for staying this late to answer our questions.  We really appreciate it.  Thank you very much to the court reporter also for indulging us at this late hour, and we will return at 9:30 tomorrow with panel 2?

MR. ROGERS:  Yes.


MS. LEA:  Thank you very much.


MR. ROGERS:  Thanks, everyone.


MS. FRANK:  Thank you.


--- Whereupon the hearing adjourned at 5:36 p.m.
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