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Tuesday, August 19, 2014 

--- Upon commencing at 11:17 a.m. 

     MS. HELT:  Good morning, everyone.  I would like to welcome you to today's technical conference.  We have a full house.  This is the technical conference on Horizon Utilities' custom IR application, file number EB-2014-0002.  

     In accordance with a Procedural Order issued by the Board, technical conference questions were filed by Board Staff and the parties in advance of today, and yesterday late in the evening technical conference written responses were filed and provided to the parties. 

     We took some time this morning to allow the intervenors to review those technical conference written responses so as to make the actual technical conference more efficient going forward.

PRELIMINARY MATTERS:

     Just a few preliminary matters.  For those of you who will be answering questions, if you haven't been here before, you will notice in front of you there is a control panel.  There is a button that you have to push in order for your microphone to go on.  It will then turn -- a little green light will go on.  You will also notice that the green light operates for both, like, for the microphone next to you as well.  So it's a double panel.  So if you inadvertently turn it off after you speak and the person next to you wants to speak, they have to turn it on. 

     The reason for the microphone is that this is a transcribed technical conference.  We have a court reporter, Teresa Forbes, who is joining us today, and she will be transcribing everything that is said.  If for some reason she can't hear you if your microphone is not on, she will be sure to tell you. 

     My goal today is to proceed in the most efficient manner.  I'm sure that is everybody's goal.  I understand from the intervenors that there is at least one intervenor, Mr. Warren for the City of Hamilton, who just has a few questions, and he, with the intervenors' consent, would like to go first with his questions, to excuse him for the rest of the day. 

     And then I believe, unless any other intervenor identifies themselves as wanting to deal with their questions first, we will proceed in a manner consistent with the filing of the evidence and deal with the technical conference question clarifications by topic, in accordance with the evidence as filed and the exhibit numbers. 

     At this point, I would like to have appearances, please.  


APPEARANCES:
     MR. RODGER:  Good morning.  Mark Rodger, counsel to Horizon Utilities Corporation, and with me is my colleague, James Sidlofsky.  

     MR. WARREN:  Robert Warren for the City of Hamilton. 

     MR. BRETT:  Good morning.  Tom Brett for the Building Owners and Managers Association.  

     MR. SHEPHERD:  Jay Shepherd, School Energy Coalition. 

     MR. HARPER:  Bill Harper, Vulnerable Energy Consumers 

Coalition. 

     MR. AIKEN:  Randy Aiken, Energy Probe.

     MS. GRICE:  Shelley Grice, AMPCO. 

     MR. GARNER:  Mark Garner, consultant with VECC.  

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

     MS. HELT:  Thank you very much.


I believe that, Mr. Basilio, you were going to introduce your witness panel.  And unless there 

are any other preliminary matters, I think we can begin with that. 

     MR. BASILIO:  I had some opening remarks as well.  Is this the time for that now?  

     MS. HELT:  Yes.  Yes, thank you very much.

     WITNESS PANEL:


Jim Butler


Kathy Lerette


Danielle Diaz


Sally Blackwell


John Basilio


Indy Butany-DeSouza


Lindsey Arseneau


Eileen Campbell


Marko Stefanovic


Brenda Schacht


Shelley Parker


Mario Cangemi


Jamie Gribbon

OPENING REMARKS BY MR. BASILIO:
     MR. BASILIO:  So good morning.  I'm John Basilio.  I'm the senior vice president and chief financial officer of Horizon Utilities, with overall executive accountability for the application. 

     I understand that the purpose of the technical conference is to increase the efficiency of the oral proceeding by providing parties with an opportunity to clarify the evidence, including an opportunity to address any outstanding questions with regard to the interrogatory responses. 

     It's my hope today that the focus of dialogue is within this scope of clarifying the filed evidence and interrogatories.  We've been working very hard over the last four days.  Last night we filed 237 pages of clarifying evidence, representing 231 questions, and hopefully we've narrowed the clarification down to a few more minor clarifications. 

     I have reviewed all of the technical questions.  While the great majority seemed to fit within the scope of the technical conference, there were some that -- in my view anyway -- were, well, let's say very close to the periphery. 

     This notwithstanding, we prepared responses to all submitted technical questions, with the exception of a few. 

And I would categorize the few that we cannot address or fully address today in the following categories.


The first category is with respect to technical questions regarding confidential information that is the current subject of motions and submissions with the Board.  We will not be producing such information today, on the basis that it would be premature to do so in advance of a Board ruling on these matters. 

     The second category is with respect to technical questions that reference PEG benchmarking data, including its most recent update on August 14th, 2014.  And specifically, SEC 55 and a component of 63, although I have provided some amendments to that question within the last hour. 

     Horizon Utilities has identified concerns with respect to its data within the PEG analysis.  Specifically, the PEG data mixes former figures stated on a Canadian GAAP basis versus an MIFRS basis.  Horizon Utilities transitioned MIFRS effective January 1, 2012, and this mixing distorts sufficiency assessment. 

     Additionally, Horizon Utilities cannot reconcile some of the PEG data to its own RRR filings.  It also appears that PEG may not have adjusted properly for certain smart meter OM&A.


All that being said, Horizon Utilities contacted Board Staff right away on August 14th last week after the release of the report and its quick analysis of the results, and were working with Board Staff to resolve these issues. 

     Lastly and separately, in the course of preparing its response to VECC 64, Horizon Utilities identified a misclassification issue between two areas of productivity within customer services.  The nature of the issue and its impact are described in that technical question.


Horizon Utilities will issue certain revised evidence, as also described in that technical question.  The result of the resolution of this issue is not significant to the 

application or the overall productivity achievements recorded therein. 

     I have with me today Horizon Utilities' representatives that can address all aspects of the application.

I have Indy Butany-DeSouza to my left, vice president of regulatory affairs; Lindsey Arseneau, manager, regulatory affairs, to my right.  And moving down, I have Kathy Lerette, vice president of operations; Jim Butler, director of operations.  And towards the back -- and I will just refer to my -- Brenda Schacht, vice president of human resources, Eileen Campbell, vice president, customer services; Shelley Parker, director, customer services.

Now, I need my glasses.

Mario Cangemi, chief information officer; Sally Blackwell -- Sally, just -- manager, rates and reporting; Danielle Diaz, vice president, finance; Marko Stefanovic, rates analyst; and Jamie Gribbon, director, regulatory affairs. 

     We look forward to addressing your questions of clarification on our evidence, and those are my opening remarks.  Thank you.  

     MS. HELT:  Thank you, Mr. Basilio.


Are there any other administrative matters or matters that we need to address prior to commencing?  No?  Then I believe Mr. Warren -- 

     MS. GIRVAN:  Sorry, Maureen.  Sorry, Julie Girvan here.


MS. HELT:  Oh, sorry, Julie.


MS. GIRVAN:  I just wanted to know, and just for the record, if you can explain when we're supposed to deal with the Issues List?

     MS. HELT:  Oh, we will deal with the Issues List after the technical conference.  We will have some discussion with respect to the Issues List.  Thank you.

Mr. Warren?

     QUESTIONS BY MR. WARREN: 
     MR. WARREN:  Thank you, panel.  I have questions on two matters of clarification, and they relate to --

     MR. BRETT:  Sorry, Bob, I think I took you out.  My mistake.  

     MR. WARREN:  Thanks, Tom, I appreciate that. 


They relate to -- does somebody have a mic on somewhere?  Responses to Questions 12 and 14 of the technical conference questions.

Does anybody have a mic on, a second mic on?  


--- Pause while feedback issue is addressed.

     MR. WARREN:  And it would be helpful, in addition -- it doesn't work?  Can you hear me?  

     MR. BASILIO:  Yes.  

     MR. WARREN:  It would be helpful, in addition, if you could turn up the response originally to my client's Interrogatory No. 2, and attachment 3 to it.  And to identify attachment 3 to that, it is a bill impacts presentation dated November 26th, 2013.


MR. BASILIO:  Could you repeat the attachment number, Mr. Warren?


MR. WARREN:  3 to City of Hamilton No. 2, and it is identified as a bill impacts presentation, November 2013.  That's it.


If you drill down through about six pages, Mr. Basilio, you will find something identified as "Scenario 1".  Do you have that?


MR. BASILIO:  So I'm looking at what is numbered slide 5 of that presentation, "Scenario 1, no LU(2) class."

Is that the heading?


MR. WARREN:  No.  The one I am looking for is "Scenario 1, rate curve competitiveness for 2015."


MR. RODGER:  The next slide.


MR. BASILIO:  We have it.


MR. WARREN:  Thank you for that.


Mr. Basilio, I don't know whether you're the person to answer the question or not, but I will direct it to you.


If you look at your response to City of Hamilton Technical Conference Question 12 and 14, I asked the question about competitiveness and competitiveness with whom.


And the impression I get from your answer is that the rate competitiveness that you are talking about is competitiveness within your rate classes in Hamilton, as opposed to competitiveness with external forces, external other utilities.


I just wanted clarification.  With whom is the competitiveness that you're talking about?

And just to qualify it so that there is no mistaking the direction of my question, is that when I look at the rate curve competitiveness slide, I see listed Horizon and about eight other utilities.  Am I correct in understanding that the competitiveness is Hamilton, with those other utilities?


MR. BASILIO:  Well, firstly, it is -- just to clarify, it is Horizon competitiveness rather than Hamilton -- 


MR. WARREN:  I'm sorry.


MR. BASILIO:  -- competitiveness.


MR. WARREN:  Freudian slip, Mr. Basilio.


MR. BASILIO:  I will ask my peers on the panel to help me here.  This is a representative sample of those that would have a large-use class that we would be comparing rates to.


And the issue of competitiveness I had endeavoured to articulate in (d) to City of Hamilton 12, the technical conference question.  In that, as we have articulated in the application, we have some fundamental customer growth issues that are resulting in a disadvantage in terms of keeping customer costs low compared to other higher-growth LDCs.


And so in the course of reviewing cost allocation and rate design, and within the context of Board ratemaking policy, to the extent that we can develop cost allocation and rate design that fosters customer growth, we view that as positive for both the utility and its customers.


And so competitiveness is within that context, within looking at for larger customers that certainly do choose location.  And determining where they can optimize their cost structure, certainly energy plays a role and it is a consideration of ours in trying to attract and retain customers.


MR. WARREN:  So do I understand it, Mr. Basilio, that the competitiveness you're talking about is competing with the other utilities to attract large-use customers?  Is that a fair summary?


MR. BASILIO:  Yes.


MR. WARREN:  Okay.  Now, the second question -- and it is related -- is if you look at page 2 of 2 of your response to our Technical Conference Question 12, in answer to subsection (e), and I quote the second sentence:

"Rate competitiveness is important to the shareholder to support its merger and acquisition strategy through being an attractive merger partner."


I confess with some embarrassment that I have not read all of your prefiled evidence, but is the merger and acquisition strategy anywhere in the prefiled evidence?


MR. BASILIO:  I'm trying to scan the 5,000 pages of evidence in my mind.

I'm told that it is not in there specifically.


However, I believe that our desire for M&A has been well articulated in past proceedings as a general concept.


MR. WARREN:  I understand the answer.  Just by way of clarification, I understand the answer, Mr. Basilio -- and correct me if I'm wrong -- that the merger and acquisition strategy has had an impact on the way you have structured your application, and in particular on cost allocation issues.  Is that a fair understanding on my part?


MR. BASILIO:  Only very generally, in the context, again, of being mindful of, across rate classes, where our rates rank relative to other utilities.


Obviously one of our beliefs is that if we're a relatively low-cost provider with, generally speaking, lower rates than others, that from an M&A perspective that would make us an attractive partner for the utilities.

Admittedly, there has not been much action at our end on the M&A front, or much success for the past few years, but it is certainly one consideration when we're looking at forecasts, financial plans, rate outcomes and the like.


MR. WARREN:  Is the merger and acquisition strategy a written document, Mr. Basilio?  And, if so, can it be produced?

[Witness panel confers]


MR. RODGER:  John, before you answer that, just one issue.  And I am not sure whether there is a document or not, but there may be certain confidentiality issues around approach and strategy which may not be appropriate to disclose publicly.


MR. WARREN:  I have no quarrel, Mr. Basilio and Mr. Rodger, if it exists and it is produced, with its being kept confidential.  I understand why it would be, but I have no quarrel with its being kept confidential.  It is not an issue for me.


MR. BASILIO:  I am trying to think of a concise document that would articulate, you know, the strategy most generally.


I believe there are excerpts of our financial plan that identify generally what we're seeking as far as the merger strategy.


If I could just articulate for a minute, the merger strategy is really part of a growth strategy and a productivity strategy, scale, economies of scale, with corresponding cost reduction benefits.  Some of those, within the context of Board policy, accrue to shareholders for a period of time, and then they're rebased.


Really, most generally, that is the nature of the merger strategy.  I am having difficulty thinking of a concise document.  I would need to understand, I think, Mr. Warren, most specifically what you would be seeking in any -- there are no documents that I can recall underneath an M&A strategy that would speak specifically to some of the cost allocation and rate design issues that you're investigating as part of your interrogatories in the technical questions.  

     MR. WARREN:  Mr. Basilio, when a corporation as sophisticated as Horizon refers in an answer to a merger and acquisition strategy, I presume -- perhaps incorrectly -- that it is something more than a back-of-the-envelope thing.  It's something more than just a discussion piece.  It is a document.  

     So perhaps, rather than wasting everybody's time about this, if I could ask you for an undertaking.  If it is a written document, can it be provided?  If you can give that undertaking, then I can leave and make everybody happy.  

     MR. RODGER:  I think Mr. Basilio says there is no document.  I take his answer to say -- to support a merger and acquisition strategy through being an attractive partner.  Does it go beyond that?  I think that is self-evident, isn't it?  

     MR. WARREN:  I think, Mr. Rodger --


MR. BASILIO:  I think --


MR. WARREN:  -- his answer -- Mr. Basilio, just a moment.

I think, Mr. Rodger, my recollection of what he said within the last 45 seconds was that he wasn't certain whether or not it was a written document.  And if he's not certain, I am simply asking him -- giving him the grace period to determine if it is a written document, and if so, to produce it.  

     MR. BASILIO:  Just to clarify, I was trying to think of one document -- of a particular document that might address some of the merger strategy generally and some of the issues that are specific to your investigation and the technical conference questions and the interrogatories and the evidence generally. 

     If I can -- I can't conceive of a document off the top of my head.  We would take the undertaking and consider it.  I don't know whether we would produce anything. 

     MR. WARREN:  Well, Mr. Basilio, I'm sorry.  I apologize.  This is the first time I have seen a reference to a merger acquisition policy, and it may have impact on the way this application has been structured and the five-year plan that goes beyond just the cost allocation issues. 

     And so I wouldn't want my request for an undertaking to be narrowed to some merger and acquisition strategy that deals only with cost allocation issues. 

     I am asking if there is a merger and acquisition policy writ large.  And if so, may I get an undertaking to produce it?  

     MR. BASILIO:  I thought the purpose of this conference was to clarify filed evidence.


MR. SHEPHERD:  I wonder if I could jump in.  I am going to ask for this too, John.  If we see a document for the first time in the responses to technical conference questions, we're entitled to see it, unless it is not relevant.  You can say it is not relevant.  If it's not relevant, then we will argue about it.  But you can't say:  No, too late.  That's not part of the Rules. 

     MR. BASILIO:  I think my response was we would take the undertaking and consider if there is such a document and likely try and produce it.  I mean, we would determine, I suppose, if there is anything confidential in there that we might have concern about, but we will take the undertaking.  

     MR. WARREN:  That's fine for my purposes. 

     MR. RODGER:  Bob, will you just restate it again, please, the undertaking, so we all have it?

     MR. WARREN:  So the undertaking -- the point of reference is the City of Hamilton's response to my client's Technical Conference Question 12(e).  There is a reference to a merger and acquisition strategy, and I am asking for an undertaking, if there is a written merger and acquisition strategy, an undertaking to produce it.  

     MR. SHEPHERD:  Can I just follow up before we finalize how that's structured?  There are two aspects of this that I want to make sure that we understand.  The first is you may have your strategy set out in a lot of documents, your merger and acquisition strategy and various documents, presentations to your board of directors, and financial plans, et cetera. 

     Can you make sure that whatever one you provide is the most recent description of your merger and acquisition strategy that is not currently on the record?  That is number one. 

     Number two is this quote in the interrogatory response refers to its merger and acquisition strategy, which appears to refer to the shareholder.  And so what I would like to know is:  Has the shareholder provided you with any document that describes what it wants from you, in terms of a merger and acquisition strategy?  If there is such a document, will you provide that?  

     MR. BASILIO:  The answer to the first question is no, there is not such a document.  The shareholder itself has not specifically provided direction or documents with respect to any -- 

     MR. SHEPHERD:  So you have a shareholder direction or a shareholders' agreement?  

     MR. BASILIO:  Yes, which --

     MR. SHEPHERD:  Which is in the record; right?  

     MS. BUTANY-DeSOUZA:  It is. 

     MR. BASILIO:  It is in the record. 

     MR. SHEPHERD:  So you have nothing else in addition to that that directs you to proceed on an M&A strategy?  

     MR. BASILIO:  No. 

     MR. SHEPHERD:  Okay.  Thank you. 

     MS. HELT:  All right.  We will have that noted as 

Undertaking TCK1.1 -- or J1.1, my apologies.  

UNDERTAKING NO. TCJ1.1:  TO PRODUCE A WRITTEN MERGER AND ACQUISITION STRATEGY, IF AVAILABLE, RE: CITY OF HAMILTON'S RESPONSE TO TECHNICAL CONFERENCE QUESTION 12(e).


MS. HELT:  Thank you, Mr. Warren.  If there is nothing further, you are free to go.  


--- Mr. Warren withdraws from hearing room.  

     MS. HELT:  Is there any other intervenor who has just a few questions and would like to be able to ask those questions now in order to free themselves up for the rest of the day?  If not, then is there an intervenor who wishes to go first with their questions, bearing in mind that we are going topic by topic?

     MS. GIRVAN:  Sorry, I have just decided I have a few questions. 

     MS. HELT:  All right.  Thank you. 

     MS. GIRVAN:  I also may want to ask some follow-up from other people, but I can go ahead, I guess. 

     MR. SHEPHERD:  Well, sorry, are you going to stay all day?  

     MS. GIRVAN:  I am going to stay, yes. 

     MR. SHEPHERD:  Well, then I think we should go topic by topic. 

     MS. GIRVAN:  Okay.  That's fine. 

     MS. HELT:  All right.  

     MR. RODGER:  We just want to make sure that all our appropriate witnesses are up here for that first exhibit.  So that is what the -- let's get the list here, the list of the topics.  So is this, first, the questions on a manager's summary?  Is that right, Maureen?  

     MS. HELT:  And the RRFE, and I believe those are all within Exhibit 1, yes.  


Mr. Shepherd, I think, will be going first for Schools. 

     MS. BUTANY-DeSOUZA:  So can we just have a minute --


MS. HELT:  Yes, certainly.


MS. BUTANY-DeSOUZA:  -- to rearrange one person?  

     MS. HELT:  Yes.


QUESTIONS BY MR. SHEPHERD:     

MR. SHEPHERD:  So I have been volunteered to go first on item 1, and I am starting with 1-SEC-53-TC, and what we were looking for here was sort of more of an understanding of how the bottom-up approach that you used in zero-based budgeting is -- integrates first with the idea that subsequent-year budgets are not zero-based, and secondly, with some sort of top-down benchmark approach.


And you have given us some stuff here, but perhaps you could just sort of generally describe how those two things actually work in practice.  Could you do that?  

     MS. DIAZ:  Just for clarification, in terms of practice of how our budgeting kind of process works from a bottom-up to a top-down approach?  

     MR. SHEPHERD:  Yes.  I don't want all the whole details of the steps.  I am just trying to understand how do you use top-down to control the overall asks from people within the organization.

     MS. DIAZ:  So from a top-down approach, I mean, we do set, like, goalposts or thresholds with respect to establishing the framework, in terms of looking at what our overall potential increase in wages could be with respect to an overall inflationary increase. 

     We put parameters on ask, in terms of spend.  So there has to be justification for incremental spend.  There has to be justification for initiatives that the business units want to go forth and undertake.  We set expectations on productivity in order to mitigate costs. 

     So there is a top-down approach to the budgeting process, and those are articulated and understood by EMT members, as well as the SLT team at Horizon.


However, we do empower our managers and our staff to formulate a bottom-up budget, as they are your ground-level staff running the -- you know, obviously participating in running the operations very close to the detailed day-to-day business.


So we do encourage them to provide a bottom-up budget, and then obviously put parameters on top.  And we look at things like liquidity, rate of return, interest and so forth in our budgeting process.

So it is a bit of a mix.  It's going to go both ways, because we're going to go through iterations through the budgeting cycle.


MR. SHEPHERD:  Well, rate of return obviously is not relevant in this application; right?  Because rate of return is known.  If you get approval for your spend, rate of return is -- 


MS. DIAZ:  I understand.


MR. SHEPHERD:  Here is what I'm trying to understand.  At some point, does somebody say to the people in the organization:  We're not willing to allow rate increases above X percent, let's say, or cost increases above X percent overall.  We have a cap.  We have a limit of what we're willing to do, so, you know, sort of manage within it?


MR. BASILIO:  The executive responsible for the budget would be our CEO, but I would say, Mr. Shepherd, that I heavily influenced the outcome of that plan.


So one of the principal drivers, of course, is regulated rate cash flow.  And the top-down parameters are essentially set around affordability, financial strength and profile, and the needs of our customers.  Being mindful of customer costs --


MR. SHEPHERD:  Just let me ask:  Affordability is affordability for the organization; right?  That's what you mean?


MR. BASILIO:  Yes, it is.


MR. SHEPHERD:  Okay.  Thanks.  Go ahead.


MR. BASILIO:  But ultimately, as you know, the means of the utility are directly linked to regulated cash flow.  At the end of the day, customer rates fund the needs of the utility for the benefit of its customers.


So those are sort of the top-down limits, and it is obviously a balancing act looking at customer costs, what the needs of the utility are, meaning what our capital expenditure requirements are to support a distribution system, what our operating requirements are to maintain the distribution system and support productivity, and, you know, balancing that with the financial capacity and strength of the organization.  


So the top-down limits are in that context.  And generally, you know, the very basic goalposts at the start, because it is a top-down and a zero-based approach, the top-down is largely to look at the prior year's plan.  You know, what did we say we were going to do, to set changes generally, trying to live within inflation, but -- but -- and the big "but" there is that once those goalposts are provided, we don't want to limit the organization in terms of what it believes it needs to take it forward.


So by way of example, you will see that we have, in the application, a capital program that's rising quite significantly.  And obviously the delivery of that program is going to be impossible without rate increases and revenue requirements that exceed inflation somewhat, and we have articulated what those impacts are in the application.


To the extent that we have customer desires for new web tools or things of that nature, we don't want -- we don't want that limited.  Sometimes those things come at an incremental cost beyond inflation.


And so we take that bottom-up, and then we look at it again in the context of what were the original goalposts, what do people really think they need, and what are some of the benefits of those things, quantitative, qualitative.

Customers feel they're getting better value, and we resolve a financial plan.  That financial plan is five years; it was six years this year because we started the application in 2013.  So we needed to provide for a bridge year budget, and then a five-year IR financial plan.


The forward years from the initial year are a combination of -- as we have described in the response here, some of it is somewhat zero-based.  Capital programs are specific for each year, for the most part.


Some maintenance items relate -- you know, our history is often a predictor.  You have some routine.  Auditor fees, for example, we know those things are coming every single year and they generally rise by inflation.

So those assumptions are appropriate for those sorts of expenses, but other elements of each year of the financial plan are specifically provided, specifically provided operating and capital programs.


It is not simply taking the first year and adding an inflationary factor, an IRM factor.  There are specific programs underlying each year of the financial plan.  


I hope that -- it is a balancing act, as you know, and I hope that helps a little bit.


MR. SHEPHERD:  You do a five-year financial plan every year?


MR. BASILIO:  Yes.


MR. SHEPHERD:  Do we have the 2012 and 2011 five-year financial plans?  Are they in the evidence somewhere?  I didn't see them, but as you say, there was 5,000 pages.


MR. BASILIO:  You have the 2014 financial plan that was approved by the board in December 2013.  I mean, it is always --


MR. SHEPHERD:  I am looking for the ones that were approved by the board in 2012 and 2011.  So 2012 would be '13 to '18 -- or '13 to 2017; right?  And 2011 would be 2012 to 2016; right?  Do we have those in the evidence?


MR. BASILIO:  Just for clarification, we went from a three-year plan to a five-year plan over a transition period.  I can't recall if '11 was a four-year plan or not.  We would have to go back.


MR. SHEPHERD:  Whatever.  Can we have those?  Can we have the ones that were approved in 2011 and 2012?


MR. RODGER:  Well, I guess we're wondering how that is relevant and how it relates to the clarification, Jay.  You have asked a clarification around the zero-based approach.  Now we have gone and asked for new information for prior years.


MR. SHEPHERD:  Well, the same comment as before.  The first time we have heard of this.  First time I have heard of it, anyway.  So this is a document I couldn't have asked for before.


But in any case, what I am trying to identify here is, as we have seen with other utilities, when you're doing five-year financial plans internally, they're much more -- they control costs better than when you are filing a cost of service application, and we want to see whether there was a difference.


MR. BASILIO:  Those plans would not even cover the scope of all of the IR years that we're testing here.


MR. SHEPHERD:  It would cover some of them.  Are you refusing to provide them, or not?


MR. RODGER:  Well, is that -- in any of the previous materials, has this issue been raised before about doing five-year planning?  Is this something that is new or something that has happened in other applications that Horizon has put forward?


MR. BASILIO:  We've provided our financial plans in previous applications.  So I believe in 2008 and 2011 we provided the financial plans that corresponded to those years, and they were beyond one year.


They were -- 2008, I believe, was a three-year plan, and 2011 was -- I can't recall if it was a four- or five-year plan.


MR. SHEPHERD:  It is very simple.  You have financial plans that cover the years in question, that were approved by your board of directors in previous years.  Either you're going to provide them or not.


MR. RODGER:  We are trying to understand how it relates to the clarification or the clarification that you have asked in this interrogatory, Jay.


MR. GARNER:  Can I interrupt?  I mean, Mr. Rodger, if the threshold is that nothing can be asked in this proceeding unless it has to do with something that was asked before, then the consequence is what we asked will be asked at the Board's hearing.


I don't think the Board will be particularly impressed by that.  They will ask us why we didn't ask those questions before, and we will be forced to say we did.


So I think your threshold is, I suggest, a bit low.  I think it either is provided or it isn't.  If you don't want to, then we can move on.


MR. RODGER:  I think the Procedural Order was pretty clear.  The purpose of today was to deal with clarifications on the interrogatories, and that's what we've done in 237 pages produced last night.


I think it was -- Mark, it might have been you that suggested in an e-mail yesterday that this has turned into a second round of interrogatories, and our point is we have given clarifications and now it is talking about clarifications on the clarifications.


MR. BASILIO:  And this financial plan was provided in response to an interrogatory.


MS. HELT:  If I may, I believe the issue here is what's within the scope of the technical conference.


Mr. Rodger, you are correct that the scope is to clarify questions with respect to -- and responses given to interrogatories that have been previously asked, but Mr. Shepherd is also correct in stating that where a matter has been raised for the first time and there was no opportunity previously to ask questions about a particular document or a particular matter, those are appropriately within the scope of the technical conference. 

     If you choose not to answer it, that's fine.  We will note it as a refusal, but otherwise I believe the undertaking request is to provide the 2011 and 2012 approved financial plans.  And if it is a refusal, that's fine.  We will just carry on from there. 

     MR. RODGER:  I also believe, Maureen, that in the submissions that went in around confidentiality that Horizon argued that financial plans should be within that confidentiality scope.  So that is the other aspect here.  

     MS. HELT:  That's right.  Well, then if they are produced, you can request that they be produced on a confidential -- you can take the undertaking and indicate that you will be providing them on a confidential basis, and then the Board will make a determination with respect to that.  

     [Mr. Rodger confers with Mr. Basilio]

     MR. RODGER:  Horizon is going to refuse to give that undertaking.

UNDERTAKING NO. TCJ1.2:  TO PROVIDE 2011 AND 2012 APPROVED FINANCIAL PLANS. (NOTE: REFUSED BY APPLICANT)    

     MS. HELT:  All right.  

     MR. SHEPHERD:  All right.  My next question is with respect to 1-SEC-54-TC.  You say in the first bullet in the middle of the page:

"Horizon Utilities has attempted normalization adjustments that indicate it should remain in the second cohort."


Can you please provide those calculations?

     MR. BASILIO:  Quite honestly, I don't know if I can.  I was, what I would say, playing with the PEG model.  I think I further stated in the response that I can't even confirm those results.  So I don't actually know that I could reproduce them.

I think I was trying to conform '11 and '12 OM&A to modified IFRS under certain assumptions and see how it rolled through the model.  But honestly, the model, for me, is an absolute nightmare to work with.  Honestly, I don't know that I could provide that.  

     I think -- I think we should wait for the outcome of Board Staff and Horizon and PEG to resolve what the actual impact is of reconciling its data, rather than my own musings with the model. 

     MR. SHEPHERD:  Well, sir, are you alleging that Horizon should be in the second cohort?  Yes or no?  

     MR. BASILIO:  I think my response was, if you can give me a second -- well, I think I had more than that.  One, we cannot accept an assertion that our efficiency has declined.

MR. SHEPHERD:  Has your efficiency declined?  You presumably calculated it.  Has it or not?

     MR. BASILIO:  We didn't calculate it in the PEG model.  We can't accept the assertion --

     MR. SHEPHERD:  Have you calculated your efficiency?  

     MR. BASILIO:  No.  We have not, not in a manner consistent with PEG.  I think we have calculated our efficiency to some extent.  Our efficiency with respect to Board targets in response to interrogatory -- just give me a second here.  I think it was 1-STAFF-8.  So efficiency relative to Board targets.  

     Just give me a second here. 

     MR. RODGER:  While you are looking that up, in the response that Horizon gave to SEC-54-TC, in that first bullet, it says:

"Horizon Utilities has attempted normalization adjustments that indicate it should remain in the second cohort."

     MR. SHEPHERD:  So is that the witness' evidence then, that you should remain in the second cohort?  

     MR. BASILIO:  I can't conclude on that matter.  I thought I made that -- I thought I stated that explicitly in the document. 

     MR. SHEPHERD:  Your counsel just went on the record saying you said you should be in the second cohort.  I'm trying to figure out are you saying it or not.

     MR. RODGER:  That is not what the answer says.  Read it.  

     MR. SHEPHERD:  All right.  At any rate, you are refusing to provide the calculations.  So do you have other calculations that show your efficiency not declining?  

     MR. BASILIO:  Let me respond to the first question first.  In lines 7 through 9 of the response to SEC 54, we stated:

"Horizon Utilities has attempted normalization adjustments that indicate it should remain in the second cohort." 

     This notwithstanding, we can't confirm the accuracy of our own analysis.  

     MR. SHEPHERD:  Yes.  I can read it.  

     MR. BASILIO:  Well, I think that states it -- 

     MR. SHEPHERD:  I am trying to understand what you mean. 

     MR. BASILIO:  I think it states it plainly.  We saw some indications that perhaps we should be in the second cohort, but we can't confirm it.

     MR. SHEPHERD:  So you don't know whether the PEG model is right or not? 

     MS. PARKER:  I think I stated that as well, explicitly in the response. 

     MR. SHEPHERD:  Then -- 

     MR. BASILIO:  So 1-STAFF-16, in response to your second question, there is an attachment that reports implied productivity in OM&A per customer.  And in that trend analysis, it reports that if you -- if you take into consideration the productivity we have reported in the application in table -- someone will correct me if I am wrong, but I think it is 443. 

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

     MR. BASILIO:  That on an OM&A per customer basis that has delivered 117 basis points of productivity on a compound annual growth rate basis from '11 to '19, and on a revenue requirement per customer basis, 64 basis points.  And I believe that compares quite favourably to the Board's expectation, in terms of its IRM targets.  

     MR. SHEPHERD:  Can somebody else ask some questions?  

     MS. HELT:  Does any other intervenor have questions with respect to this first issue?  

     MS. GIRVAN:  I do.  

     MS. HELT:  Thank you, Ms. Girvan. 

     QUESTIONS BY MS. GIRVAN: 
     MS. GIRVAN:  If you could turn to -- first I have to find it now -- CCC 42.  So it is in your package.  Of course I am looking for it now.  Okay. 

     So I am just trying to understand about this materiality threshold, and it's confusing to me in terms of when you say it could be related to a number of incidents that accumulate, and/or it could be one incident. 

     So are you saying that -- for example, if it is 564,000, so say you have an item, in each year it's, you know, 150,000, you would apply at the end to get recovery of that?

MR. BASILIO:  If I could clarify it?  I was having trouble clarifying this for my own staff. 

     MS. GIRVAN:  Okay.  

     MR. BASILIO:  It would work in the traditional manner, where you have an event in one year that results in a cost impact greater than materiality.  I think that is the most straightforward example that we're most familiar with -- 

     MS. GIRVAN:  Oh, it would have to exceed the 500?


MR. BASILIO:  Would have to exceed.


MS. GIRVAN:  And 64 -- and that's a revenue requirement impact, or is that a cost impact?  

     MS. BUTANY-DeSOUZA:  That is the Board's materiality threshold.  So for Horizon that is 0.5 percent of revenue requirement.  

     MS. GIRVAN:  So the event would have to impact -- okay.  It was not clear to me exactly. 

     MR. BASILIO:  So that is scenario one.  Then, if there are two or more events within a year, neither of which are -- or one or more -- let's say there are two events in a year.  Neither of those are -- 

     MS. GIRVAN:  Can you give an example?  

     MR. BASILIO:  No.  Well, I don't know.  It could be -- let's say we had two storms in the year. 

     MS. GIRVAN:  Okay? 

     MR. BASILIO:  And those storms had an impact of $300,000 each.  I don't think that qualifies, actually, for the re-openers we're looking at.  But let's say there are two events that would be re-openers, and they're $300,000 each.  The cumulative impact of the two or the aggregate impact is $600,000.  I'm suggesting that the -- that would apply.  

     Under the third scenario -- so there's a third scenario, and the third scenario would be, if there is an event in a year, that within the year the impact is less than materiality but the event has a persisting impact across the remaining IR years, then when you aggregate, that persisting impact exceeds materiality, that would be eligible, as well.


MS. GIRVAN:  When would you apply for the second example?  When would you apply for clearance or approval or recovery of that?  Would it be:  It's happened once, it's going to happen again; we need to set up an account?  


I am just not clear, from a process perspective, how that would work.


MR. BASILIO:  I think, honestly, it would depend.  If you could measure the persisting impact with considerable certainty, then we may apply in the year of the event.


If it could not be measured with such certainty, then I think it would be fairer to wait until we could demonstrate that the impact is, in fact, greater than the materiality amount.


MS. GIRVAN:  Because I am really looking at, in the context of the five-year plan, what sort of the rules of the game are, per se.  And it sounds to me like you are not quite clear how this would actually work.


MR. BASILIO:  Well, we have made a request in the application.  I don't know that the rules have necessarily been specified for a custom IR application with respect to this issue, and we would take guidance from the outcome of the process, I suppose.


MR. SHEPHERD:  Can I just follow up on that?  So you don't have a proposal?


MS. BUTANY-DeSOUZA:  Well, I think we have articulated the extent of our proposal thus far that we have identified those items that are either annual -- one, that are annual adjustments; two, that are what we have termed "re-openers" to the application, that may be dealt with on an isolated basis but that may need a revisiting of the rate plan.


And we have tried to identify -- both in the prefiled evidence as well as in the responses to interrogatories by Board Staff, by Consumers Council of Canada, are two that come to mind -- where -- or what the specific events might be.


We have also clarified that how this is going to be dealt with is a matter for the Board in this proceeding.


MR. BASILIO:  Maybe just with respect to the first two scenarios, an event in the year, within that year, has an outcome greater than materiality.  We would file in the year, or the subsequent years -- I think what we said is we're going to file in the third quarter of the year.


So if it happens in the fourth quarter, it would be the subsequent year in the third quarter.


Similarly, scenario two, within the year, two or more events with an aggregate greater than materiality, same process.


MS. GIRVAN:  Sorry, John, just on that point, do they have to be related events?


MR. BASILIO:  No.


MS. GIRVAN:  Okay.


MR. BASILIO:  Third scenario and -- the third scenario, I think the most straightforward process would be to estimate what the persisting impact would be across the remaining IR term and file in the year.


I think we would use our judgment and we may request a different approach if, in fact, there appears to be an uncomfortable amount of uncertainty within the year with respect to the impact in future years.


We wouldn't come and seek recovery for something that is a total question mark in years 2 through 5 of the rate plan, you know, if we can't --


MS. GIRVAN:  So back to my original question about the 564,000, is that revenue requirement or is that a cost impact?


So, for example, if you had to -- had something unexpected that resulted in purchase of a capital item, how does that differ from something that might be just an expense in a year?  It's just not clear to me.  

[Witness panel confers]


MS. BUTANY-DeSOUZA:  Sorry, Ms. Girvan, do you mind repeating your question?


MS. GIRVAN:  Okay.  I'm unclear as to what the 564,000 materiality threshold relates to.  So, for example, is it a revenue requirement impact or is it a cost impact?


MR. BASILIO:  It's an outlay impact with respect to the event, so that's a threshold.


Revenue requirement is effectively cash flow.  It's effectively cash.  So if we have an outcome, whether capital or operating, where we suffer an impact greater than 0.5 percent of revenue requirement along each of those three scenarios, we would be seeking to recover.


QUESTIONS BY MR. AIKEN:

MR. AIKEN:  Can I just ask a follow-up to clarify this?


So if you had an event that cost you $400,000 in OM&A and $400,000 in CAPEX, and if you did it strictly on a revenue requirement basis, you're below the materiality threshold?


MR. BASILIO:  For each of them individually, correct.


MR. AIKEN:  I'm talking about in total.


MR. BASILIO:  In aggregate, no.  It would be an $800,000 cash outlay.


MR. AIKEN:  So you would be recovering the $800,000?


MR. BASILIO:  Yes.


MR. AIKEN:  Would the 400,000 that would cover the capital be treated as an aid to construction, or would you put that in rate base and earn a return on it after you've had it paid for?


MR. BASILIO:  I would say that would be treated as an aid -- well, that's a good question.


MR. SHEPHERD:  Sorry.  You are proposing to recover the capital component of an increased outlay immediately?  I didn't get that.  This is news to me.

[Witness panel confers]

QUESTIONS BY MR. GARNER:

MR. GARNER:  It's Mark Garner.  While you're thinking of that, this question arose twice with Board Staff and with VECC, in 1-STAFF-3, and then I guess again in 20-VECC-67, I believe.


We were asking, I think, the same type of question, which was we're trying to figure out if your capital program -- in this case, not O&M.  We're talking about both right now, but what deviation from your plan would trigger an off-ramp, or whatever we're calling it?


MR. SHEPHERD:  Re-opener.


MR. GARNER:  Re-opener.  Thank you.  Everybody seems to be calling it something different, so...

     MR. BASILIO:  We're just turning to the page that has all of our re-openers on it.


MS. GIRVAN:  I think in Randy's example he's saying the revenue requirement impact of a $400,000 outlay in capital is about $40,000.  That's...

     MR. GARNER:  Right.  That's why it's important to understand whether it is revenue requirement or actual cost of a capital program and/or cost of an OM&A program, because they end up different; right?  

[Witness panel confers]


MR. BASILIO:  I believe we're asking for it to apply to capital, as well.  You know, consider the situation where you have an event in a year that qualifies for one of the re-openers that's capital in nature and $2.5 million with what would otherwise be a five-year amortization.


It is a $2.5 million impact.  The depreciation -- I mean, we wouldn't measure the impact relative to depreciation.  We would measure it relative to the total cash outlay.


MR. GARNER:  Can I follow up, because I am getting a little confused?


MR. SHEPHERD:  Sorry.  No, you go ahead.


MR. GARNER:  So there's three different scenarios I would just like to cover with you.


One is you can trigger on a revenue requirement impact.  That is actually calculating a capital program or OM&A.  What impact does it have on the revenue requirement?


And, therefore, a large capital difference wouldn't potentially trigger even $500,000, as I think you would understand?


MR. BASILIO:  Generally, if you're simply looking at depreciation as the basis for whether you have exceeded the materiality level.


MR. GARNER:  Right.  So what I'd like to ask you is:  First of all, can I reject that as the trigger?  It is not revenue requirement that you are looking at to be one of these -- again, I've forgotten your word.


MR. BASILIO:  Re-openers.


MR. GARNER:  Re-openers.  Off-ramp, I keep thinking of.

Your re-opener, it is not revenue requirement.  It is -- you're calling it a cash outlay.


So let's go to the next scenario, which is OM&A, because that might be the easiest one to think about because OM&A is pretty straightforward.  It is a cash outlay in that year?


MR. BASILIO:  Yes.


MR. GARNER:  So can I then say $560,000 or whatever the number is, trigger on OM&A definitely is, would hit the trigger?  

     MR. BASILIO:  Yes.  

     MR. GARNER:  Right.  Now, let's go to --


MR. SHEPHERD:  Oh, no, hang on, but before you go past that, but it is only if you actually have to pay out the money in cash.  So a $564,000 impact that is an accrual, for example, a pension accrual, does not count; right?  Because you don't have to lay out the cash?  

     MR. BASILIO:  Not necessarily.  I mean, an accrual is ultimately going to manifest itself in cash.  

     MR. SHEPHERD:  I don't understand, then.  Is it a cash outlay or not?  

     MR. BASILIO:  It is a cash impact at the end of the day.  Whether you accrue something or pay it out, it is going to manifest itself in cash at some point.  

     MR. SHEPHERD:  Go ahead, Mark. 

     MR. GARNER:  Well, maybe the capital actually goes to that issue a bit, because it has the same problem; right?  That you may put out -- or have a value of a project of 600,000, but it doesn't trigger revenue requirement for sure.  But it does have a future impact, and it certainly has a financing impact, et cetera. 

     So if your capital program deviates -- and this is kind of the questions we asked -- if your capital program deviates by 700,000 for some reason, whatever the reason is -- let's leave that aside for a minute -- does that trigger the event, because it is that much of a deviation from your plan?  

     MR. BASILIO:  No. 

     MR. GARNER:  It doesn't? 

     MR. BASILIO:  No, it does not.


MR. GARNER:  Not necessarily?  Okay.  Then help me understand at what point a deviation from the projected capital budget triggers this event.

And for some reason I can't give up on "off-ramp" and I keep thinking that is the word we're using, but I will use it continually, so...


[Witness panel confers]

     MR. BASILIO:  Mr. Garner, I think while you were speaking, Ms. Butany pulled out the actual list of re-openers, and I think we should refer to that.  And in fact, if we look at the re-openers, there really isn't anything that would impact capital.  

     MS. GIRVAN:  Technical requirements beyond control of the utility might -- might --

     MR. BASILIO:  Other than something like, you know, if there was another smart meter program or something of that nature. 

     MR. RODGER:  Which response are you looking at, Mr. Basilio?

     MR. BASILIO:  We're looking at re-openers.  It's Exhibit 1, tab 12, schedule 2, page 1 to 3 of 3.

So if we were to run through the list, changes to income tax rates and laws, that's not going to have an impact on capital. 

Ontario market rules or OEB codes could have an impact. 

Board policies on distributor rate design, changes to environmental laws, changes to technical requirements beyond the control of the utility could have a capital impact.

Items that meet the OEB's Z factor criteria, often those are -- have capital impacts.

Ministerial directives, so this would be smart meter -- something akin to smart meter that might have a capital impact.

Accounting framework changes that have a significant impact on the recording of expenses and revenues, changes to revenue allocated to unmetered load -- 

     MR. SHEPHERD:  Sorry, sorry.  So one of the things you wanted adjustment for is accounting framework changes which have no cash impact?  

     MR. BASILIO:  They may have an impact, depending on how they manifest themselves through the Board's ratemaking policies. 

     MR. SHEPHERD:  Give us an example.  

     MR. BASILIO:  IFRS.  

     MR. SHEPHERD:  If you had to change to IFRS during this rate plan, you're saying that would have some cash impact?  How would that be?  

     MR. BASILIO:  It could be, depending on how the Board decides to incorporate it into its ratemaking policies. 

I mean, these are things that haven't been conceived.  These are scenarios, you know, and within scenarios I think it is fair to say we haven't considered all of the examples.  We have provided a list of items that concern us, things that are out of the utility's control through the IR period that we're seeking consideration for re-opening.


QUESTIONS BY MS. GIRVAN: 

     MS. GIRVAN:  Okay.  Well, maybe we can move on.  And I have just sort of a follow-up really in terms of how this is supposed to work. 

     So Energy Probe No. 64 talks about the annual rate-setting process, and I am trying to get my head around how that would actually work, and also in the context of what we have just been talking about. 

     So there are certain things that you call annual adjustments, and you have set those out in a place that I have as the Board Staff second interrogatory. 

     So there you have a list of your annual adjustments, and then you have a list of these re-openers.  And what I am looking at, from a practical perspective:  How is the process supposed to work?  So you make an application to the Board each year?  Is there a public process, in terms of your annual rate-setting?  Or do you expect the Board to simply just make the changes and issue an Order?

If you could help me understand that process.  And also, you can add to that how you envision these re-openers to fit into that potential process.  

     MS. BUTANY-DeSOUZA:  Okay.  So, Ms. Girvan, you referred to our response to 1-STAFF-2, and in 1-STAFF-2 we had identified the list of seven annual adjustments that are also specified in the prefiled evidence.  

     And then in our response to Energy Probe 64, technical question, we have identified that we see this as an administrative process, that we would make application to the Board for the annual adjustments -- 

     MS. GIRVAN:  Okay.  Can you -- just an example would help me, anyway, in terms of understanding what you are proposing.

Let's say, for example, you get approval of your plan and the Board makes -- sets rates for 2015. 

     MS. BUTANY-DeSOUZA:  Correct. 

     MS. GIRVAN:  Tell me what you envision happening in terms of setting rates for 2016.  That's really what I am looking for.  

     MS. BUTANY-DeSOUZA:  Okay.  I will start with -- I don't presume to circumvent the process that the Board itself will specify, and I recognize, or we recognize, rather, that there are more than just this application before the Board. 

     So it may be the case that the Board itself sets out the administrative process for these annual adjustments.  That being said --


MS. GIRVAN:  How would you see it being done?

     MS. BUTANY-DeSOUZA:  In the view of Horizon, what we expect or what we think at this time is that by way of example, for instance, if we were to file for the disposition of group 1 accounts, there is a process that the Board has specified currently, and if -- I know that more recently the Board has specified in filing requirements that perhaps there doesn't need to be a threshold for those group 1 accounts' disposition any more, but certainly when we were conceiving of this in the application, we assumed that if we exceeded the threshold, that we could apply for the disposition of those group 1 accounts, and that that would happen sometime in late Q3 of the preceding year to the next rate plan year. 

     So for your example, 2016, it is our expectation that we would be applying sometime in August, early September for the -- for example, for the disposition of those group 1 accounts as an annual adjustment.  

     MS. GIRVAN:  But let's look at the list, then, about your annual adjustments.  Changes to cost of capital, changes to working capital, how do you envision that process working in terms of setting rates for 2016?

     So you have talked about disposition of the accounts.  That's one of the annual adjustments, but there is a number of other adjustments, and I am just trying to better understand how you -- what process you propose to make those adjustments and to set rates for 2016.  

     MS. BUTANY-DeSOUZA:  So elsewhere in our evidence we have identified changes to the -- I will take your first example, changes to the cost of capital.  The Board releases its parameters in November of each year on the changes to the cost of capital parameters. 

     It is our expectation that then, based on our evidence and what we have requested or the relief sought in this application, that those cost of capital parameters would be updated as part of this annual adjustment process.


MR. GARNER:  Can I just ask a clarification on that particular part of it?


MS. BUTANY-DeSOUZA:  Sure.


MR. GARNER:  When you update the cost of capital, are you doing it on the basis of your forecast, not on the basis of any actual rate base?


MR. BASILIO:  For the -- so if we're applying in 2015, then, for changes in cost of capital for 2016, it would be an update of the rates and an update for any long-term debt financing.


MR. GARNER:  But the calculation, Mr. Basilio, I'm trying to get at is that you change the factor, and then you apply it against a number.  The number is your rate base.


That rate base has an actuality to it and it has a forecast that you are proposing right now, today; right?


And the similar question, by the way, was raised by Hydro One, who is also doing the same thing.  I wasn't clear as to what number was getting -- that new cost of capital is being applied to.


MR. BASILIO:  To rate base, obviously to -- I mean, it is our -- I suppose what we envision is that the -- you know, subject to adjustments and re-openers, we're seeking that the Energy Board approve rate base for each of the five years moving forward.


MS. GIRVAN:  Now?  In this case?


MR. BASILIO:  Yes.


MS. GIRVAN:  Okay.


MR. BASILIO:  Right.  So if it is 2016 and we're applying in 2015, then the Board would apply its revised cost of capital parameters to 2016 approved rate --


MR. GARNER:  Forecast?


MR. BASILIO:  Well --


MR. GARNER:  If you actually didn't build that much rate base the year before as your forecast had anticipated, that wouldn't matter, because you would be applying it to the number you had actually told the Board prior that they should apply it to.  So the actual rate base that occurs is irrelevant once the plan is set up?  There is no more debate about that, because you are applying it to a fiat number?


MR. BASILIO:  This is how we filed the evidence, yes.


MR. GARNER:  Right.  Thank you.


MS. GIRVAN:  Just getting back again from a process perspective, how do you see this unfolding?  Are you going to make an application for a rate change for 2016 and include your deferral accounts and any other things you might be seeking through in terms of these re-openers?


MR. BASILIO:  Yes.


MS. GIRVAN:  Okay.  And when would you make that application?


MR. BASILIO:  We're suggesting in the third quarter of the year prior to the IR year.


MS. GIRVAN:  Okay.  Would it be a public process with intervenors able to comment?  Or are you...

     MR. BASILIO:  We would not presume to dictate Board process.  We file applications to the Energy Board.  It is effectively their process to determine how it is adjudicated.


MS. GIRVAN:  Okay.  All right.


QUESTIONS BY MR. SHEPHERD:

MR. SHEPHERD:  Can I just follow up on that?  If you have a particularly complicated application –- for example, you have a number of re-openers -- do I presume correctly that you would consider yourself to be at risk for rate increases?  That is to say, if you wait until September 30th, which is the deadline you are proposing, and that is not enough time and so that you can't get rates until March, that is your problem?  That is not the ratepayers' problem?


MR. BASILIO:  No.  I think I described earlier that if events occur subsequent to the filing of the application, they would be picked up in the subsequent year.


MR. SHEPHERD:  No, that's not my question.


My question is you're proposing an annual application, which is common -- the gas utilities do this right now -- and in your annual application you would include all of the various adjustments that are appropriate for the upcoming year.  If it is simple and you file it September 30th, January 1st rates might be easy.  But if it is complicated, January 1st rates might be difficult because three months may be not enough time.  


Are you taking the responsibility to file earlier if it is more complicated, or are you assuming that you will get retroactivity or that you will at least be able to ask for retroactivity if you don't -- if the Board doesn't have enough time to set rates for January 1st?


MR. BASILIO:  We would expect retroactivity if they're approved, yes.


MR. SHEPHERD:  All right.  Thank you.


QUESTIONS BY MR. AIKEN:

MR. AIKEN:  I have a couple of follow-ups, too, since we seem to have gotten to this topic.


The first one is on the long-term debt.  You believe you will be issuing more long-term debt, I think, in 2018, is in your forecast.


So my question is -- when you come to set 2018 rates, you will provide a forecast of that new long-term debt and the rate that would be applied to it to come up with your weighted average cost of long-term debt to be used.  I think that is fairly straightforward.


My question is:  The following year, in 2019, are you going to adjust for what actually happened in 2018?

For example, if you borrowed more at a higher rate, or if you borrow less at a lower rate, will that be reflected in your embedded cost of debt?


MR. BASILIO:  I'm just going to refer back to some of the -- if you just give me a second.

[Witness panel confers]


MR. BASILIO:  I'm sure there was a technical question on this very thing, but it is escaping me right now.  Just give us a second.


MR. AIKEN:  You may be looking for Energy Probe 59.


MR. BASILIO:  Thank you.

I believe we articulated in this question a couple of things.  First, we are not looking for -- oh, so what we said here is we will include in our annual filings details of any new debt issuances, if any.


So in September, if we issue debt prior to that date, we would include details of that issuance, the principal, the rate, likely all supporting documentation for the Board's review, not unlike what we provide in these applications.


And then each of our requests for adjustment is limited to a revision of the long-term debt rate used for the long-term deemed debt in the manner that we described.


So essentially what we have asked for in our application is that the long-term deemed debt rate be a weighted average of the funded debt.  And so if we issued debt in a year, we would be asking for an update to that weighted average rate based on the issuance cost.


So that's independent of the Board's parameters, because these are actual interest costs, and we would be filing for their recovery in that year, effective of -- effective to the date of issuance.


So there is some element of retroactivity to that.  So it is not based on a forecast.  We wouldn't be filing in advance of a debt issuance; we would be filing subsequent to a debt issuance.  And I believe that is described in the application, as well, in that section.


MR. AIKEN:  Okay.  But what if, for example, in 2017 you filed in the third quarter -- sorry, 2018, when you expect to borrow the money.  I understand if you borrowed the money before you file, that will be reflected in your request for 2018 rates?


MR. BASILIO:  Correct.


MR. AIKEN:  But if you actually borrow after you file and so your 2018 is based on a forecast of the impact on the weighted average cost of long-term debt that is, in part, due to the amount you forecasted you would be borrowing and the rate you would be forecasting, when you come to the following year to set 2019 rates, are you going to reflect the actual amount and the actual rate borrowed in 2018 as your starting point?


MR. BASILIO:  Let me clarify.  We would not file for an adjustment until we had actually issued.  We're not going to file for an adjustment based on a forecast.

So for example, in your 2018 example, let's say we issued debt on July 1st, 2017.  We would be filing in September of that year for an adjustment to the weighted long-term debt rate, effective as -- I mean, the rates would be effective January 1st the following year, but there would be an element of retroactivity to the date of issuance. 

     We would not be -- if we expect to file in 2018 and 2017 and it comes to September, we would not be filing for an adjustment based on a forecast of the amount or when we're going to issue. 

     And the whole point of that approach was to effectively leave -- between the utility and ratepayers, leave them risk-neutral. 

     Market conditions are largely outside of both of our control, and so we were proposing is to actually recover debt costs based on what our actual debt costs are for long-term deemed debt. 

     MR. SHEPHERD:  Okay.  I'm confused, way more so than I was even after this response. 

     Take your example, July 1st, 2017.  You issue debt at a lower rate, if we're all lucky, and as a result your weighted average cost of debt goes down.  All right? 

     MR. BASILIO:  Yes.


MR. SHEPHERD:  There are two things that you could be saying here, and I am not sure which you are.

One is that effective January 1st, 2018 that new weighted average cost of debt is applicable for 2018 for your funded debt; right?  

     MR. BASILIO:  Retroactive to the date of issuance in 2017. 

     MR. SHEPHERD:  Well, and so then the second question is that you are asking for some sort of deferral account or variance account on your debt in 2017 because you issued at a different rate than your weighted average cost. 

     So you are asking for debt to be a flow-through cost; right?  

     MR. BASILIO:  That's correct.  

     MR. SHEPHERD:  Thank you.  

     MR. BASILIO:  I believe.  

     MR. SHEPHERD:  And have you asked for a variance account for this?  

     MR. BASILIO:  No, we have not. 

     MR. SHEPHERD:  Then how do you propose to do it?

     MR. BASILIO:  We should ask for a variance account.  

     MR. SHEPHERD:  Thank you.  

     MR. AIKEN:  Then my next question flows straight out of that, but instead of debt rates I'm talking about tax rates. 

     And I understand your proposal, I think, that, for example, next year, when you file for 2017 rates in the fall, if the Ontario tax rate has been changed by the budget in the spring of 2016, you would reflect that as part of your forecast change, the rate change, the tax rate change?

MR. BASILIO:  In that case, yes, because, as you may know -- particularly where you have a majority government -- the rates are effectively enacted as of the time the budget passes. 

     So it would be as of the effective date of the tax rate change.  It would be something similar to the long-term debt, and we would likely need a variance account for that as well.


But what we would be seeking, whether rates go up or down, is that the adjustment be effective as of the date -- the effective date of the tax rate change.  

     MR. AIKEN:  Okay.  So, for example, you're not forecasting any tax rate changes for 2016 at this time.  But if the federal or provincial government changes tax rates, say, effective July 1st of next year, you would want a variance account to account for that six-month period and the difference in the tax rates?  

     MR. BASILIO:  Correct.  

     MR. SHEPHERD:  Then you would also want to change your rates effective January 1st, 2016 going forward, to reflect that tax rate change?

     MR. BASILIO:  Correct.  

     MR. SHEPHERD:  Okay.  

     MR. AIKEN:  Sorry --  

     MS. GIRVAN:  Next year is '15. 


MR. AIKEN:  Oh, yeah.  So going forward.

     MR. SHEPHERD:  So during the year of the change --


MR. AIKEN:  Yeah, yeah.


MR. SHEPHERD:  -- they want a variance account, and then after the year of the change they want rates set with the re-opener already included; right?  

     MR. BASILIO:  That's correct.  

     MR. SHEPHERD:  Okay.  So that is also a flow-through; taxes are also a flow-through? 

     MS. GIRVAN:  It's an annual adjustment. 

     MS. BUTANY-DeSOUZA:  It is an adjustment, not a re-opener.  

     MR. BASILIO:  But, Mr. Shepherd, you're quite correct, taxes are a flow-through.  With respect to tax rate changes, changes as a result of legislative or underlying regulatory changes.  

     MR. SHEPHERD:  But you have also said that that would be -- for example, if they change the CCA. rates, you would want that to be a flow-through too. 

     MR. BASILIO:  I stated that explicitly in one of the responses to the technical questions, and I just can't remember which one.  Oh, 59.  It is right here. 

     MR. SHEPHERD:  You said it was only rates, but it is not only rates.  It is any legislative --

     MR. BASILIO:  Sorry, any legislative change. 

     MR. SHEPHERD:  Okay.  Thanks. 

     MR. BASILIO:  Correct.  

     MR. SHEPHERD:  Got it. 

     MS. GIRVAN:  Okay.  I guess it was back to me, is it?  

     MR. SHEPHERD:  I'm not coughing any more, so I can 

carry on. 

     MS. GIRVAN:  Oh, I just had one clarification, and then I might jump in on your questions.

     In terms of your annual adjustment, can you just remind me what the other third-party pass-through charges are?  

     MR. BASILIO:  Can you provide a reference?  

     MS. GIRVAN:  Yes.  In Board Staff 2, again, they have the list of the annual adjustments.  And my question is:  When you identify that, can you also explain how that is supposed to work?

     Board Staff 2 is the interrogatory where you set out -- it is said in the evidence as well about your annual adjustments and your re-openers.  And I'm just interested in that third-party pass-through and how you propose that to be adjusted each year.  

     [Witness panel confers]  

     MR. BASILIO:  We think it's changes in Hydro One rates, but we're just going to verify that.  

     MS. GIRVAN:  Okay.  Okay.  You mean transmission rates?

MS. BUTANY-DeSOUZA:  Hydro One transmission rates.  

     MR. AIKEN:  Yes. 

     MS. GIRVAN:  Okay.  So, again, that would be part of your annual filing?  

     MS. BUTANY-DeSOUZA:  Correct.  

     MS. GIRVAN:  Okay.  Thanks.  Go ahead, Jay.


QUESTIONS BY MR. SHEPHERD:
     MR. SHEPHERD:  I'm looking at SEC 57.  And the point of this question was you said that the cost pressures that you have are similar to many other distributors that have similar requirements. 

     And what we're trying to understand is, since most of those distributors will be on fourth-generation IR or annual IR, their rate increases will be lower than yours.  Why should yours be higher?  I don't understand why -- why you have more need for higher rate increases than they do.  

     MR. BASILIO:  I think we responded.  We didn't provide any competitive information suggesting -- or any information suggesting that our rate increases were higher.  So we're curious about the basis -- 

     MR. SHEPHERD:  Well, you know your rate increases are higher than fourth-generation IR, because you have given evidence on that; right?  

     MR. BASILIO:  I haven't verified that my rates are any higher -- other distributors are going through cost of service applications as well.  They're rate --

     MR. SHEPHERD:  Sorry.  ENERGY PROBE-58-TC compares your proposed revenue requirement to the price cap approach.  So --

     MR. BASILIO:  Energy Probe 3.  Sorry, technical question, Mr. Shepherd?  

     MR. SHEPHERD:  Yes, 58.  

     MS. HELT:  58.  

     MR. BASILIO:  58?  

     MS. GIRVAN:  Can we make sure we refer to the TC, because I am getting confused if we're going back to the original interrogatory versus...

     MR. SHEPHERD:  So you do confirm that you are asking for more money than you would get under fourth-generation or under annual IR; right?  

     MR. BASILIO:  We are confirming that we would get more, yes. 

     MR. SHEPHERD:  Okay.  So that was the purpose of the 

Question, SEC-57-TC, is you would get more.  Other LDCs are under the same cost pressures as you are.  Why would you get more than them?  I don't understand.

     MR. BASILIO:  Our response was we would get more than we would get under fourth-generation IRM, not that we would get more than others.  

     MR. SHEPHERD:  Okay.  The next is SEC-58-TC, and what we were asking about here is why your productivity improvements in the last IR period are greater than in the forthcoming IR period. 

     And I understand that you have corrected the calculation.  I understand you have corrected the calculation, but what I don't understand is the last paragraph, because I thought that the table was showing what your incremental productivity was.  And so this new thing is additional productivity gains.  Can you just reconcile the two to help us understand?


MR. BASILIO:  I believe the last paragraph speaks to the sustained gains, and so I would -- somebody clarify this for me if I am wrong.  But if we have productivity, incremental productivity, 150,000 in year 1, and then additional incremental productivity in year 2, and the year 1 productivity is sustained or persists, then we have sustained productivity in year 2 of $300,000.  And if that productivity continues to be sustained for a period, then it would continue.  


So that is what the 4.9, 6.1, 6.3 and onwards is.  It is the sustained productivity.  So our productivity on a sustained basis is rising through that period.


That is not incremental productivity.  That is the total --


MR. SHEPHERD:  Sorry, your productivity isn't rising, your productivity is actually declining; right?  The benefits of past productivity are continuing, so your accumulated -- your sustained amount is increasing, but your actual productivity is going down; right?


MR. BASILIO:  I would agree with that.  The rate of productivity annually is declining across that period on an annual basis, yes.


MR. SHEPHERD:  Do you have an explanation for why it should be lower in your next IR period than in your last IR period?


MR. BASILIO:  Well, I will look for others to help me, but productivity initiatives happen in fits and starts.


You undergo an investigation.  They're generally large projects.  Some of those have been described in the application, such as planning and scheduling, e-mobile.  They don't happen every single year.  There is an investigation phase, then projects are accepted or rejected.  There's a planning phase.  There is an implementation phase.  And then there is a harvesting phase.


And so these don't -- productivity doesn't happen, I would say, on an equal basis each and every year.  After our 2011 application -- and we did provide for some of the projects that we have undertaken in that application -- we were able to harvest significant benefits during that IR term, and those benefits persist, they remain real.

I would agree with you that the rate of productivity is decreasing.


Mr. Shepherd, maybe I will just address another technical question here you asked.  And, sorry, I don't have the number reference, but I believe you asked:  Do we expect to undertake additional productivity initiatives that haven't been specified in the application during the IR period?


What I can say is and what I think I articulated is we expect to investigate productivity initiatives on a continuous basis, irrespective of the IR period.


We haven't conceived of those necessarily yet, but it is -- it's very important to the organization and our customers, and we hope to be executing on additional initiatives through the IR term.


So the productivity journey is -- we're not suggesting the journey is over.  We just -- we have provided in the application and evidence so far what's been specified, what we have harvested, and we have provided a little bit more on what initiatives we plan to undertake through the IR term.


MR. SHEPHERD:  All right.  My next question is on SEC-60-TC.  


MR. BISHOP:  Sorry, I just have one question on 58 in follow-up to your question.


What investigations did you undertake in 2012 and 2013, prior to the preparation of this custom IR application, on new productivity opportunities?


MR. BASILIO:  So, Kathy, our new -- some of our new -- we are bringing up our productivity experts.


 MS. LERETTE:  So one of the initiatives that we have looked at was our GIS-OMS implementation which is currently under way right now.


So we have looked at some potential productivity savings, but we have not -- until we actually implement the new GIS and OMS, we can't measure, necessarily measure, the benchmarks and calculate exact productivity going forward until they're implemented, but that is probably one of the biggest ones that will come up in the future.


MR. SHEPHERD:  Can I follow up on that?  So you have assumed zero for those, then?


MS. LERETTE:  We haven't assumed zero.  There is a reference to...

     MR. SHEPHERD:  No.  For the ones you haven't implemented yet, so haven't counted them yet, your assumption is zero; right?


MS. LERETTE:  Yes.


MR. SHEPHERD:  Thank you.


MR. BISHOP:  Was there any -– sorry, was there any specific corporate activity, any kind of planning initiative undertaken on productivity goals or goal-setting prior to the custom IR in order to support the custom IR application?


MR. BASILIO:  Our financial planning process each year includes a component of productivity.  And I believe you will see that in the financial plan that we filed, although that does correspond to the IR term.  But each year we go through a process of -- again, as part of the zero-based approach, managers and directors in the organization are charged with developing projects in the interests of, you know, improving customer value, you know, productivity and the like.


And through the investigation phase, those get reviewed, and some of them we choose to execute on based on their merits.


So that is part of an annual exercise, an annual business planning process, if that answers your question.


MS. HELT:  Jay, just before you continue with your questions, I am just wondering when it would be a good time to take a break.


MR. SHEPHERD:  I'm in your hands.


MS. HELT:  All right.  Well, why don't we take a break now?  What about if we come back at quarter to 2:00?  Is that all right for everyone?

Yes, Shelley?

QUESTIONS BY MS. GRICE:

MS. GRICE:  Just before we break, I just had one follow-up question on what we talked about, just so I don't lose it.


MS. HELT:  Sure.


MS. GRICE:  You talked about the GIS-OMS initiative being underway.  I just wondered if you could remind me when that is going to be implemented, and then when you would be able to measure productivity on that initiative.


MR. BUTLER:  The GIS component went live in July of this year.

The OMS is scheduled to go live in two phases; the first phase will be Q4 of this year and the second phase will be Q2 of next year, 2015.


We expect to, starting in 2015, try to establish some of the benchmarks from which we will, you know, provide the baselining for measuring the productivity savings going forward.


MS. GIRVAN:  Just to be clear on that, I think what you said earlier, you haven't embedded any productivity savings in your proposal with respect to the GIS and the OMS?


MR. BUTLER:  In the response to 1-STAFF-15, we identified some known savings that we will receive from GIS-OMS, but we expect to have more in areas that we just have not identified and have not quantified.


MS. GIRVAN:  But those haven't been built into your -- 


MR. BUTLER:  Correct.


MS. GIRVAN:  Okay.  Thanks.


MR. BASILIO:  And we can't commit to them at this point, because it is an expectation but it is yet to be verified.


QUESTIONS BY MR. GARNER:

MR. GARNER:  Sorry, I hate to belabour us not getting to lunch, but is that why -- as we were going through this I was a bit confused, because in your evidence at Exhibit 4, tab 3, schedule 4, you have a table of productivity items: construction, maintenance, IT, customer service, supply chain, management, finance.


I didn't see the GIS issue on that table as we were discussing this.


MS. LERETTE:  Yes, that's right, because we haven't forecasted the savings yet.


MR. GARNER:  Because it is not really in there?  These are the ones that are in there, in your application?


MS. LERETTE:  And they're ongoing and we're measuring the productivity.

     MR. GARNER:  Okay.  Thank you.


MS. HELT:  Okay, then.  So we will take our break now and we will come back at quarter to 2:00.  Thank you. 

--- Luncheon recess taken at 12:57 p.m.

--- Upon resuming at 1:51 p.m.

MS. HELT:  Okay.  Let's get started.  I believe, Mr. Shepherd, you were in the process of asking your questions, so if you would like to continue or -- yes.  Thank you.

QUESTIONS BY MR. SHEPHERD:
     MR. SHEPHERD:  So SEC-6-TC, and so this says that -- that you're expecting your emergency reactive costs to increase, but that there will be a reduction, which you can't quantify.  So I take it that here too, like the last question I asked about the GIS, the --


--- Technical difficulties.


MS. HELT:  Just a moment, please.  We can just go off-air for a moment.


--- Pause in proceedings.

     MS. HELT:  All right.  If we can resume, please.  

     MR. SHEPHERD:  So I am looking at SEC-6-TC, and in that interrogatory you indicated that emergency and reactive costs are going to increase over the IR term, but that you think there will also be reductions because of increased investment in system renewal, but you haven't quantified. 

     So I assume that this is the same as what you were talking about with the GIS?  You have assumed zero?  

     MS. LERETTE:  So we have quantified some savings in reduction of corrective maintenance, as we have outlined in 2-SEC-20(c). 

     MR. SHEPHERD:  Yes. 

     MS. LERETTE:  But the reduction in the number of outages and further reductions, we can't quantify at this time. 

     MR. SHEPHERD:  So you have assumed zero?  

     MS. LERETTE:  Yes. 

     MR. SHEPHERD:  My next question is -- this is SEC-61-TC.  And it is working now, I think.  Oh, this is the screens?  Okay.  Should I continue?  

     MS. HELT:  Yes.  

     MR. SHEPHERD:  Okay.  In 61-TC, you talk about your growth in data.  And -- is that better?  Okay.  

     And what this says, I think, is that from the beginning of 2010 until -- is there an echo now?

Until mid-2014 you had a 470 percent increase in your data; is that right?  I just multiplied those annual increases.

     MR. CANGEMI:  Yes, that's right.

     MR. SHEPHERD:  Okay.  And you're expecting a similar -- five times as much by the end of this period?

     MR. CANGEMI:  Yes, it continues to grow at 35-plus percent a year. 

     MR. SHEPHERD:  Okay.  And why is that?  I mean, I understand that you had some new applications in the past. 

     MR. CANGEMI:  Some new applications.  Smart meter data is 2.1-billion transactions a year.  User e-mail files, you know, many applications are just driving lots of data.  GIS-OMS will continue to create data as well.  

     MR. SHEPHERD:  So by the end of 2019, you expect to have at least 25 times as much data as 2010?

     MR. CANGEMI:  Correct. 

     MR. SHEPHERD:  Okay.  Thanks.  

     My next question is on SEC-62-TC, and this talks about the operating cost reductions.  What we were asking about is there is a table that has, for each of the things in which you are reducing costs, an operating cost amount and a productivity capacity amount.  And so we were asking:  Well, how much of this is OM&A?  So you have given us that, for which I thank you.

But I don't understand, then, what is this productivity capacity improvements.  How is that savings?  I don't understand.  

     MS. LERETTE:  Well, for instance, with our planning and scheduling initiative, an increase in capacity allows us to reduce headcount.  So we have reduced -- we have created capacity, which we can do more work with the same people, and we have actually reduced headcount.  

     MR. SHEPHERD:  So that would be, then, a reduction in OM&A; right?  

     MS. LERETTE:  Yes. 

     MR. SHEPHERD:  Well, I'm not asking about that part.  I am asking about the other part, the productivity capacity improvements.

You have dollar figures in the original table in Staff 15.  You have dollar figures for productivity capacity improvements, which I thought was capital but apparently is not.  It's something else, but it's not OM&A.

So what is it?  

     MS. LERETTE:  So you're looking at the table in -- you're looking at table 1 in the original interrogatory?  Or are you looking at the table in the technical conference question?  

     MR. SHEPHERD:  No, in the original interrogatory.  I am referring to our question.  So we asked a question on the original table.  


[Witness panel confers]

     MS. LERETTE:  So when we talk about building capacity, we're talking about building organizational capacity, not hard savings.  But we can -- we're building capacity so we can do more work with the same number of people. 

     MR. SHEPHERD:  So what you're saying is that planning and scheduling, you save $100,000 a year.  So you save $100,000 once and it continues forever; right?  

     MS. LERETTE:  Right. 

     MR. SHEPHERD:  But then you have $1.2 million that you're saving, which we're not actually getting any benefit for.  What is that $1.2 million?

     MS. LERETTE:  Well, it's capacity for the people, in this particular case, who work in the field.  So if we didn't have those capacity improvements, we would have to hire more people.  

     MR. SHEPHERD:  So you're saying those are also operating costs reductions?  

     MS. LERETTE:  No.  These are -- they're operating costs savings because we didn't hire anybody, so they're cost avoidance.  We call them cost avoidance. 

     MR. SHEPHERD:  So if it were not for these things on this table 1, you would have an additional $35 million of OM&A in the IR period; is that right?  

     MS. LERETTE:  Where are you getting $35 million from?

     MR. SHEPHERD:  61.75 plus 63.35, et cetera.

     MS. LERETTE:  Well, let me just...

     MR. BASILIO:  So if you look at -- the answer to the question is yes, we would have had to add additional cost in our application in the absence of those cost avoidance savings, capacity savings that are provided in the application.  

     MR. SHEPHERD:  So the -- so the -- if I am understanding this right, what this does is -- the table 1 in the technical conference response has $8 million of savings from 2015 to 2019 in direct OM&A.  

     But you're saying, in addition to that, there would be 

another 25 or 27 million of OM&A increases that you are avoiding?

     MR. BASILIO:  In the absence of both categories, because this -- this table -- Kathy, correct me if I'm wrong -- this table includes both operating expense reductions and cost avoidance, the productivity improvements capacity.


MR. SHEPHERD:  "This table" being the one in the original --


MR. BASILIO:  "This table" being table 1 to Staff -- 


MS. LERETTE:  Staff -- 


MR. BASILIO:  -- 15.


MR. SHEPHERD:  Okay.  And so table 1 to SEC-61-TC is a subset of that, which is the actual OM&A savings, not the avoided increases?  


MR. BASILIO:  Right.  So which table would you like to address first?


MR. SHEPHERD:  Sorry?  I just asked a straightforward question.


MR. BASILIO:  Okay.


MR. SHEPHERD:  Table 1 attached to 61-TC -- 


MR. BASILIO:  Yes.


MR. SHEPHERD:  -- is just the OM&A -- 


MR. BASILIO:  I got it.


MR. SHEPHERD:  -- savings that are actually saved, and excludes the ones that are avoidance of OM&A increases; is that right?


MR. BASILIO:  Okay.  I've got it.  Table 1 includes both the productivity capacity and operating expense reductions in the absence --


MR. SHEPHERD:  Sorry, I have to stop you.  They're both called "table 1".


MR. BASILIO:  Of the Board Staff interrogatory.


MR. SHEPHERD:  Thank you.  Go ahead.


MR. BASILIO:  In the absence of those savings, we would have had to augment our ask by those amounts in each year.


MR. SHEPHERD:  Okay.  Thank you.

The next question is on SEC-63-TC, and you have given a subsequent update to this, I guess, which I have here somewhere.  Here we are.  And I only have one question on this.  The rest of this I will take a look at.  


I only have one question on this, and that is:  Do you have a figure for your own total factor productivity for the period of the PEG study?


MR. BASILIO:  Our own internally-generated Horizon factor?  Is that what you're asking?


MR. SHEPHERD:  Yes.  Do you have a TFP number for Horizon?


MR. BASILIO:  No, we do not.


MR. SHEPHERD:  Okay.  Thank you.  So you don't know whether that 0.15 is accurate or not?


MR. BASILIO:  No, I do not.


MR. SHEPHERD:  Okay.


MR. BASILIO:  For the reasons that I articulated -- two reasons, actually -- in this response.

One, I'm not sure -- your table didn't specify the source of that.  I just assume it was the PEG report or some manipulation of the PEG report; is that correct?


MR. SHEPHERD:  Yes.  They actually filed their data.


MR. BASILIO:  Okay.  So it was from the PEG report?


MR. SHEPHERD:  Yes.


MR. BASILIO:  That wasn't clear.

Two, because we can't -- we're having some concern with the PEG data itself, so we cannot confirm or agree to, at this point, the results of the PEG report.


MR. SHEPHERD:  There's two different PEG reports; right?  There's the productivity report, which calculated TFP for the industry?


MR. BASILIO:  Yes.


MR. SHEPHERD:  And it did TFP for every company in the industry?


MR. BASILIO:  Correct.


MR. SHEPHERD:  And then a total for the whole industry?


MR. BASILIO:  Yes.


MR. SHEPHERD:  That is TFP.  It has nothing to do with the second report filed last week, which is an efficiency calculation.  It doesn't include TFP.


So I thought your previous discussion was about the efficiency rankings; right?  Not about the TFP rankings?


MR. BASILIO:  The efficiency rankings in the previous question, correct, but the result itself for Horizon Utilities, we can't confirm, meaning the result of the difference or the percentage difference between its predicted costs and actual costs under the PEG model that actually drive where you are placed in the cohorts.


MR. SHEPHERD:  Okay.  So now this is a different PEG model.  This is the TFP model that they filed last year, which has not been updated.  The Board has said -- in fact, I don't think -- they're not going to update it until the next time around, but that is a different model.  Do you have a problem with whether the data in that model is correct?


MR. BASILIO:  We would, because it would include 2012 data, which is stated on an MIFRS basis, whereas the data for the preceding years would be stated on a Canadian GAAP basis as it relates to Horizon Utilities.


MR. SHEPHERD:  You think that PEG productivity report didn't adjust for MIFRS?


MR. BASILIO:  No, I don't believe it did for MIFRS to Canadian GAAP.


MR. SHEPHERD:  Okay.


MR. BASILIO:  That's the nature -- that's the point of clarification, really, with PEG, but our observation is I don't believe they adjust it.


MR. SHEPHERD:  Okay.  Our next question is on ENERGY PROBE-63-TC, and I sort of answered it, but I am not sure I fully understand, so I will just ask one final question on it.


This is asking about:  What are you going to file for your annual adjustment application, what material are you going to file?  And you haven't said what material you are going to file.

Do you have an idea -- do you have a proposal for what you would expect to file in that application?


MS. BUTANY-DeSOUZA:  Mr. Shepherd, I think we talked about -- earlier we talked about some of the annual adjustments.  And I, by way of example, provided the deferral and variance accounts as one example.


MR. SHEPHERD:  Sure.


MS. BUTANY-DeSOUZA:  So our expectation is that, not dissimilar from the way we -- or the Board's process at present for filing for disposition of group 1 accounts, for instance, we would do -- we would undertake a similar --annually for the next -- the coming years.


MR. SHEPHERD:  Well, but you're talking about filing for rates, not for -- not just for deferral and variance accounts.


And so what I am trying to get at here is there are other people who have adjustments annually under fourth-generation IR, for example.  How will your application differ from those ones?


MS. BUTANY-DeSOUZA:  So -- I'm sorry, with the microphone on now -- in our response to Board Staff Interrogatory 1 --


MR. SHEPHERD:  Yes.


MS. BUTANY-DeSOUZA:  -- that question -- and now I feel like I'm the woman with binder.  I am surrounded.

In our response to Staff 1, that question asked us about what we were expecting in the draft Rate Order.


And so it is our expectation that the Board will approve the schedule of rates and charges in this application, and that's the starting point.  When we go --


MR. SHEPHERD:  Sorry, for 2015?


MS. BUTANY-DeSOUZA:  Correct.


MR. SHEPHERD:  Not for the other years.


MS. BUTANY-DeSOUZA  Well, the Board is approving the full five years.


MR. SHEPHERD:  Rates?


MS. BUTANY-DeSOUZA:  Yes.  The annual adjustments will make exactly that, limited adjustments to those rates related to the seven items.  It is seven items as we filed it in the application -- in the prefiled evidence, and as articulated in some of these interrogatory responses, would make adjustments to the rates.


MR. SHEPHERD:  So if you didn't file an application, you would have your rates for the next year already?  They would already be approved?


MS. BUTANY-DeSOUZA:  As I said in the response to Staff 1, this is our expectation.  However, to an extent, Horizon is in the Board's hands as to whether the Board issues five sets of Rate Orders at the -- or sets out the rates for the five years at the end or at the conclusion of this proceeding.


MR. SHEPHERD:  I understand that.  This is all within the Board's discretion.


I am asking what your proposal is.  Your proposal is rate orders for each of the five years?


MS. BUTANY-DeSOUZA:  Correct.  And the annual adjustments are the limited adjustments to those rates as we have articulated or as we have requested them.


MS. GIRVAN:  I just had a follow-up.


In terms of the Board's expectation -- and I know the RRFE talks about capital plans, and I wondered if you have any proposals about how you are going to report on your capital and if that is going to be included in that filing.


MS. BUTANY-DeSOUZA:  I know that there's been -- and I apologize, but I don't have a specific reference to give you, though I know that I have responded to -- we've responded to interrogatories, excuse me, as well as technical questions that have asked about exactly this.


And I suppose our response hasn't changed.  It is that the Board has identified -- you are quite right -- in the RRFE report of October 2012 that it's looking at capital adjustments and reporting, but it hasn't specified -- to my knowledge it hasn't specified, to date, what that reporting would be.


And at this time, we're not suggesting that we would be making any adjustments, and that's not encapsulated in what we have filed for.


MR. SHEPHERD:  I am going now to Energy Probe 71 TC, and my question is this:  The numbers in table 1, are those numbers cumulative or are they incremental each year?  They look -- they look to me like they're cumulative, but I just want to make sure.  

     MS. LERETTE:  Yes, they're cumulative.  

     MR. SHEPHERD:  So by the end of the five years, you expect that your distribution capital investments will be reducing OM&A by $233,000 a year; is that right?  

     MS. LERETTE:  I don't see that number.  

     MR. SHEPHERD:  2019, 233.  

     MS. LERETTE:  Oh, sorry, yes.  That's right.  That's the number on the 2019.  That's right.  

     MR. SHEPHERD:  Yes.  Good.  Then I think -- oh, no, hang on.  I'm missing a pile here.  Hang on.  

     I think I'm going to have to hand it over to somebody else.  Who wants to go next?  

     MS. HELT:  Other questions with respect to the first topic?  I know Board Staff has a few questions.  Perhaps, Christie, you want to go next, then?  

     QUESTIONS BY MR. CLARK:  
     MR. CLARK:  Thank you.  I just want to go back to the re-openers.  And it is Exhibit 1, tab 12 and Staff 2, I think.

We have talked about the costs and the fact that this -- these are costs that are beyond the control of the management.  

     I am just wondering what would happen with unforeseen benefits, savings.  You have talked about the GIS-OMS system and savings aren't in there.  So if you get a storm and it meets materiality, would that be offset by unexpected savings?  

     [Witness panel confers]

     MR. BASILIO:  I think the re-opener only contemplates the expense.  It doesn't contemplate the scenario that you have outlined.  Our evidence doesn't make a proposal in that regard.  

     MR. CLARK:  Is this by oversight or just that you hadn't -- you didn't put it into the application?  

     MR. BASILIO:  We simply haven't put it into the application. 


MR. CLARK:  Okay.  

     MR. SHEPHERD:  Sorry, could I just -- I must have misunderstood this.  You're saying that if you have something that has an impact on the outlay side, that meets the threshold but also has associated savings, you would ask for the expense but not credit the savings?  

     MR. BASILIO:  Sorry.  If there is an event, a single event -- 

     MR. SHEPHERD:  Yes. 

     MR. BASILIO:  -- that results in some cost and some savings, would we net the two?  Is that what you're asking?

     MR. SHEPHERD:  Yes, yes. 

     MR. BASILIO:  Oh, yes. 

     MR. SHEPHERD:  Okay.  I thought that was the question. 

     MR. BASILIO:  Sorry, I interpreted it as something different.  But if that was the question, we would be seeking a net amount.  

     MR. SHEPHERD:  And it would be the net that would have to be over the threshold; right?  

     MR. BASILIO:  Yes. 

     MR. SHEPHERD:  Okay. 

     MR. CLARK:  Mr. Basilio answered the question the way I intended it.


MR. SHEPHERD:  Oh, really?


MR. CLARK:  You answered it the way I intended the question to be asked. 

     MR. SHEPHERD:  I was just confused then.  Thanks. 

     MR. CLARK:  Must be my accent.


My second question has to do with the third-party -- the third-party expenses that you have as adjustments.  And we're typically talking about HONI costs and so on.


When you do those adjustments, would you also be adjusting -- I believe this is in the -- it was asked or you've said it in evidence, but I just can't -- it is not clear in my mind.  Would you be adjusting rate base at the 

same time?  Because that's the cost of power, that's included in the cost of power, so would you adjust the rate base?  


[Witness panel confers]

     MS. BUTANY-DeSOUZA:  Yes, that's right.  

     MR. CLARK:  Okay.  Thanks.  

     MS. HELT:  Thank you, Mr. Clark.  And --


QUESTIONS BY MR. GARNER:
     MR. GARNER:  Sorry, can I just follow up that?  That answer doesn't seem consistent with the issue of cost of capital, though, so I just want to be clear I understand.

For cost of capital, you will make your adjustment to revenue requirement based on the forecast rate base.  But for working capital, you will make your adjustment on the actual rate base?

Is that what you're saying, or am I misunderstanding?  

     MR. BASILIO:  Let me just make sure I am clear on the 

question.  We would be making -- filing for cost of capital adjustments on the approved rate base for that year.  

     MR. GARNER:  Right? 

     MR. BASILIO:  But subject to working capital adjustments in relation to the matter that -- the other question we just responded to.  

     MR. GARNER:  Okay.  But working capital is going to be a number that you are going to multiply against controllable costs; right?

     MR. BASILIO:  Yes. 

     MR. GARNER:  But those will be the forecast costs; those won't be any actual values? 

     Again, will they parallel the principle you are using on cost of capital?  Everything is based on the Board's -- on your forecast, the approved forecast you have made for the five years?  

     MR. BASILIO:  Everything is on the approved forecast, but the adjustment for Hydro One rates that we just discussed would adjust the working capital component of that forecast rate base.  

     So we would be adjusting -- so if rate base was $100 million, and as a result of adjusting the Hydro One rate, it had a -- you know, I think it will be a relatively small reduction of -- let's say it was a reduction in the Hydro One rate, and it has a modest reduction of working capital.  We would adjust the forecast rate base downwards for that change in working capital, then apply the rates to that.  

     MR. GARNER:  Okay.  Thanks.

     MR. AIKEN:  Can I just follow up with that?  

     It is not just the HONI changes.  It's any cost of power changes that you would be changing the working capital going forward; is that correct?  

     MS. BUTANY-DeSOUZA:  Yes. 

     MR. AIKEN:  Yes, okay. 

     MS. BUTANY-DeSOUZA:  That is included in the -- we have identified that in the as-filed evidence as well.  

     MS. HELT:  Are there any other questions with respect to this first topic?  Or can we move on now to rate base, CAPEX and other matters related to the second topic?  Oh, all right.

Jay, do you want to start?  

     MR. SHEPHERD:  Okay.  If nobody has any questions on 1?

MS. HELT:  You were very thorough.  


Is the witness panel all right for this?  All right.  Thank you.  

     QUESTIONS BY MR. SHEPHERD:  
     MR. SHEPHERD:  So my next question is on SEC-65-TC.  This refers back to SEC 17.  And do I understand your evidence to be that the dollar cost to a school of a one-hour outage is $12, a four-hour outage is $44, and an eight-hour outage is $118?  Is that right?  

     MR. BUTLER:  Yes, that is correct.  For these calculations, we treat schools the same as a commercial customer.  

     MR. SHEPHERD:  Do you have evidence as to what the -- what institutional customers' actual value of service is?  Or is this just an assumption that you have made because you don't have independent evidence?  

     MR. BUTLER:  The values identified in the response to 2-SEC-17 for industrial, commercial and residential, those were the result of a study by Dr. Roy Billington from University of Saskatchewan.  So he has done extensive study in this area, and we have used the values developed in his research.  

     MR. SHEPHERD:  Yeah, no, that doesn't really answer my question.  My question is -- so we know that the overall commercial group has those values.  Do you have any evidence, including from Billington's study, that says that's the appropriate number for schools?  

     MR. BUTLER:  Just one point of clarification.  The units of measure in the table are dollars per kilowatt.

     MR. SHEPHERD:  Yes, of course. 

     MR. BUTLER:  But to answer your question, no, we do not have our own evidence to substantiate this. 

     MR. SHEPHERD:  So for a typical school, for example, it would be almost $12,000 for an eight-hour day?  If they're out for an eight-hour day, that's costing them $12,000 for one school?

     MR. BUTLER:  That's what this formula would produce, yes.


MR. SHEPHERD:  Okay.  And so you've made judgments about what to spend on capital based on these numbers; right?


MR. BUTLER:  This is an input to the prioritization that we use to rank capital projects against each other, yes.


MR. SHEPHERD:  Okay.  Have you independently validated any of these numbers with your own customers?  Like, you went and talked to a bunch of key customers; right?  Did you ask them anything about this?


MR. BUTLER:  No, we did not.


MR. SHEPHERD:  Okay.  Thanks.


The next one is SEC-66-TC, and I take it what you're saying here is that you went out and talked to eight institutional customers.  These are one-on-one interviews; right?  You had with institutional customers?


MS. CAMPBELL:  Yes, correct.  We did have individual discussions.


MR. SHEPHERD:  And so you had eight institutional customers, eight institutional out of how many key account interviews?  I thought you only had nine key account interviews?


MS. CAMPBELL:  We had 12 key account interviews.  Nine participated in the validation, so nine participated in the follow-up validation of what was heard at those interviews.  Sorry.


And out of the 12 that we had meetings with, eight were institutional customers that we had characterized as understanding that, municipalities, universities, schools and hospitals.


MR. SHEPHERD:  So then four of them would have been, like, large users, presumably; is that fair?


MS. CAMPBELL:  Not necessarily, but...

     We did some interviews with our key account customers, and we had -- the definition of "key account" isn't always necessarily a large user.  There could be an aggregate of a customer, as well.  So there were --


MR. SHEPHERD:  I understand.  Schools are not large users, but they're still -- they're still big users.


MS. CAMPBELL:  Right.


MR. SHEPHERD:  In aggregate of all of their locations.


MS. CAMPBELL:  Right.


MR. SHEPHERD:  So you would have, for example, a chain like McDonald's or somebody like that?


MS. CAMPBELL:  Actually, sorry.  Just to clarify, you asked me of the 12 that we did, I said we had eight.  You asked me if the four were large users.


MR. SHEPHERD:  Yes.


MS. CAMPBELL:  Yes, the four were large users.


MR. SHEPHERD:  The other four were large users?


MS. CAMPBELL:  Yes, correct.


MR. SHEPHERD:  Good.  When you talked to them, these are one-on-one interviews; right?  You sit down and say:  Look it, here is what we're proposing going forward.  What do you think?  Right?


MS. CAMPBELL:  Correct.  We went through the work book that was provided, the online link that we provided to you, and also a copy of the work book that was provided.  We actually went through that work book and had a discussion.


MR. SHEPHERD:  So that is what I was getting at.  So the only material you provided to them was that work book; right?  There was no other documents provided to them?


MS. CAMPBELL:  Correct.


MR. SHEPHERD:  So if I talk to the school boards, they're not going to say:  Oh, yeah, no, they gave us the summary, too, or they gave us this PowerPoint presentation?  Nothing like that?


MS. CAMPBELL:  No.  We used the work book to guide all of these discussions.


MR. SHEPHERD:  All right.  And so that work book was for the focus groups; right?  But you used it for the key account interviews as well?


MS. CAMPBELL:  Yes, correct.


MR. SHEPHERD:  Focus groups and the key accounts are different; right?

[Witness panel confers]


MS. BUTANY-DeSOUZA:  No.  The work book was for multiple vehicles.  We used it online.  We used it in the large-use or the key account interviews, and we used it for the focus groups as well.  So it was the one document in multiple media formats, if you will, but used in relation to the online work book that was posted on -- with the link out of our website to a separate site, with the key accounts, as well as in the focus groups.


MR. SHEPHERD:  When you interviewed the key accounts, did you verify with them that they had already gone through the work book before the interview or did you go through it with them?


MS. CAMPBELL:  So we went through the work book with the key accounts in the interview process.  However, some had gone through the work book in advance.  Some had gone on to the online work book and had pre-read the materials.


MR. SHEPHERD:  And when you talked to these key account customers, what level of or what type of officials of these organizations were you talking to?  I don't want names or titles; I just want to get a sense of were you talking to plant management people or were you talking to CEOs, or somewhere in the middle.


I will give you context.  In school boards, you have people responsible for budget who are finance people, SPOs, and you have people responsible for plant management.  They have quite different perspectives on issues associated with electricity.  Which sort of group were you talking to?


MS. CAMPBELL:  So it was a mix, actually.  We had a mix of -- there were financial people and also managers, like operators of the system.


MR. SHEPHERD:  Sure.


MS. CAMPBELL:  In some of the meetings there was multiple people that were brought to the table.


So when we sent out the requests or the invitations or we contacted them, we explained to them what we were going to be talking about.  And so we contacted our account rep or our contact on file and asked them to bring who they thought was appropriate to the meeting as well.


MR. SHEPHERD:  Who did the interviews?


MS. CAMPBELL:  Who did the interviews?


MR. SHEPHERD:  Yes, on your side.


MS. CAMPBELL:  On the key account side, I was involved with the interviews, and they were primarily led by Shelley Parker, our director of customer service, and Jim Patterson, our director of customer connections, but I also attended them.


MR. SHEPHERD:  So none of the executive management team were in the meetings, except for you?


Like, Mr. Basilio wasn't there.  Mr. Cangemi wasn't there.  It was you and customer relations people?


MS. CAMPBELL:  Correct.


MR. SHEPHERD:  Okay.  And so when you were -- when you talked to the school boards -- and the same question applies to other people, too, I guess, but when you talked to the school boards, did you at any time say to them:  We're going to ask for a 35 percent distribution rate increase over five years?  Ever?


MS. CAMPBELL:  I can't say specifically that that was asked, but there was -- or that we had that discussion in that respect using the number of 35 percent.


But we did have extensive discussions about the impact of the rate -- of what was in the online -- what was in the book as compared with their specific customer class and how -- what that would mean to them over the five-year period.


MR. SHEPHERD:  When did these interviews take place?


MS. CAMPBELL:  They were over a period of time.  The majority of the interviews were in the month of January.


MR. SHEPHERD:  January of this year?


MS. CAMPBELL:  Yes.


MR. SHEPHERD:  So somewhere else in this you say that you told your GS over-50 customers that the cost of system renewal was going to be a 9.5 percent rate increase.  Do you recall that?


MS. CAMPBELL:  So -- yes.  In the work book, it indicated the over-50 9.5 percent rate increase on the distribution portion of the customer's bill for the next five years.


MR. SHEPHERD:  Okay.  So did they think that that was the whole increase, because you're actually asking them to pay 35 percent; right?  So that's why I'm asking.  If they thought it was 9 and a half percent, they would give a different answer; right?

[Witness panel confers]


MS. BUTANY-DeSOUZA:  So we addressed this in our response to 2-SEC-71 technical question.


MR. SHEPHERD:  Yes.


MS. BUTANY-DeSOUZA:  So just as we had identified for the residential customers that it was an average increase of 4.2 percent over the next five years, similarly for GS less than 50, to your point, because this spans multiple rate classes, for GS less-than-50 and GS greater-than-50, we had indicated the average increase over the term, recognizing that the -- this is based on the distribution system plan work book, which, at the time, was indicative and not the final plan that the application is based on.


MR. SHEPHERD:  I don't understand that, sorry.


Your evidence is that you told them roughly what you were going to spend over the next five years and what it was going to cost them for system renewal, and they said:  Yes, sure.  Fine.


And so now you're saying no, you didn't tell them --

     MS. BUTANY-DeSOUZA:  No, I --

     MR. SHEPHERD:  -- what it was going to cost them?

     MS. BUTANY-DeSOUZA:  No, that's not what I said. 

     MR. SHEPHERD:  Okay.  I'm misunderstanding. 

     MS. BUTANY-DeSOUZA:  Let me clarify then, please.  We said that the increase would be 9.5 percent.  As the application is filed for the GS greater-than-50 rate class at 250 kilowatts, the average increase is 6.6 percent.  To continue, for the GS less-than-50, we had indicated that it was 4.2 percent in the distribution system plan work book.  And according to the prefiled evidence, the average increase is 7.2 percent over the five years. 

     MR. SHEPHERD:  Sorry.  You're saying you told my clients that they were going to get a nine and a half percent increase each year for five years and they said:  Yes, sure, fine?

     MS. BUTANY-DeSOUZA:  We said the average for the five years was that --

     MR. SHEPHERD:  Annually?  That's what they understood. 

     MS. BUTANY-DeSOUZA:  -- and we said -- that is what we articulated, and we indicated both in this response and elsewhere in our evidence that the response from the classes varied from:  The rate increase is reasonable and I support it -- which is the way the question was asked –- or:  I don't like it, but I think that the proposed rate increase is necessary.  

     MR. SHEPHERD:  To:  We think it is unreasonable.  Some people said:  We think it is unreasonable; right?  

     MS. BUTANY-DeSOUZA:  Yes. 

     MR. SHEPHERD:  Yes. 

     MS. BUTANY-DeSOUZA:  There were some that were opposed to it.  

     MR. SHEPHERD:  All right.  Next question is -- 

     MS. HELT:  Mr. Shepherd, just before you continue.  Ms. Diaz, do you want to sit down, or...  I mean, if -- I don't know who I am...

     MS. BUTANY-DeSOUZA:  Where are we going next, I guess is the question.  

     MS. HELT:  Yeah, just, I had noticed you standing there for some time and I wasn't sure if you were uncomfortable, so... 

All right.  Thank you, Jay.  

     MR. SHEPHERD:  Okay.  So our next question is SEC-67-TC.  And the reason we worded the question the way we did is because there was no way to word it that you could give us a written answer.  So we just said:  Let's talk about it at the technical conference.  

     We don't -- we don't understand how the table relates to the question, and maybe I've just missed this here.  So can you just sort of walk us through the answer and help me understand?

     MS. BUTANY-DeSOUZA:  So by "walk us through the answer" I'm assuming that you are referring to 2-SEC-19 interrogatory?  

     MR. SHEPHERD:  Yes, yes. 

     MS. BUTANY-DeSOUZA:  Okay.  So on page 19 of the work book -- and so this is the online work book, or the work book that I have referenced earlier in one of my responses -- we discussed the difference between the dollars approved in an IRM period and the actual dollars that the LDC spends that would be captured in revenue requirement under a cost of service.  And the difference in the ratemaking scenarios creates a revenue shortfall.


What we were trying to articulate to our customers, to all customers in the work book, was that this application, the 2015 to 2019 Horizon application, was different from the applications that we -- rate applications that we filed previously, that previously we filed for a single forward test year and then we're in an IRM period after that, and that this application was related -- or to try and describe a custom IR application that we were -- we were going forward with a custom IR application to address what we otherwise perceive as the revenue shortfall.  That was part (a).  

     Part (b), your question was to provide the derivation of the estimated revenue requirement calculation for '11 to '14 and -- 2011 to 2014, excuse me.  And Part (b), the table 1 that is provided in response was how we got to the distribution revenue requirement that begins in 2011 with 102 million, approximately, goes to 107 million in 2014, and is tied back to the table at the bottom of page 19 of the Distribution System Plan work book. 

     MR. SHEPHERD:  So this estimated revenue requirement is -- this is what you were telling your customers you actually spent, or what you would have spent had you been under cost of service?  

     MS. BUTANY-DeSOUZA:  What we actually need.  We're trying to draw the parallel between the ratemaking regime that we were going forward with, as compared to the one that we had previously been under or that we were currently -- 

     MR. SHEPHERD:  I guess what I am trying to understand is these distribution revenue requirement numbers, are they -- those aren't what you actually spent each year?  Or are they?  


[Witness panel confers]

     MS. HELT:  If Horizon would prefer to give an undertaking to this question, if Mr. Shepherd is all right with that?  

     MR. SHEPHERD:  Yes, I'm fine.  I just want to -- like, some representations were being given to the customers as to what the difference is between cost of service and IRM; right?  And I'm trying to get a sense of what that representation was.

Was it:  We spent more than we were allowed under our previous rates?  Or we would have spent more had we had cost of service?

     MR. BASILIO:  I think what this table purports -- unfortunately, our director of budgeting is not here today, but I believe what this table purports to do is compute the distribution revenue requirement that would have been required to support actual and forecast expenditures in each of those years.  

     MR. SHEPHERD:  So these are actuals?  

     MR. BASILIO:  I believe so, but we would take -- well, subject to check, so subject to -- we just want to verify internally. 

     MR. SHEPHERD:  Okay.  So then I have a question for Ms. Campbell related to that.  You can actually answer from back there if you want.  

     MS. CAMPBELL:  Okay. 

     MR. SHEPHERD:  I don't mind.  And that is, when you talked to the customers and you said:  We ended up spending more than we were allowed in revenue, did you tell them what your rate of return was?  

     MS. CAMPBELL:  No, I did not.  

     MR. SHEPHERD:  So they didn't know that you were over-earning in one of those years, did they?  

     MR. BASILIO:  Which year are you referring to that we over-earned in?  

     MR. SHEPHERD:  '12, 10.84?

     MR. BASILIO:  Subject to check, I believe you're right, but no, we wouldn't have discussed our returns.  

     MR. SHEPHERD:  So then I'm not sure I understand.  How would the customers understand that you needed more money, even though you made more than you were supposed to?  

     I don't see how those two -- I don't see how the customer is going to get their head around that, unless you tell them the whole story. 

     MR. BASILIO:  Well, over the four years we earned less than the regulated rate of return despite spending more than what our envelopes were for capital in those years. 

     MR. SHEPHERD:  Okay.  Fine.  Thanks.

My next question is on SEC --


MR. AIKEN:  Sorry, Jay, can I jump in here?


MR. SHEPHERD:  Go ahead.


MR. AIKEN:  I am going back to your comment, John, that you think those numbers were actuals in table 1 of 2-SEC-19.


So I just did a quick look-up, and I see in the table here you have OM&A expenses for 2013, about 57.66 million.


MR. BASILIO:  Yes.


MR. AIKEN:  But if you look at your evidence in table 4-20, your actual OM&A costs for 2013 are $54.5 million.  There's a 2- or $3-million difference.  And there are differences all the way across for OM&A.  I haven't looked at the other numbers.

[Witness panel confers]


MR. SHEPHERD:  I wonder if the best way to deal with this is to do an undertaking?


MR. BASILIO:  We will take an undertaking, yes, on this.


MS. HELT:  Can you just perhaps repeat, then, the exact nature of the undertaking, either Mr. Shepherd --


MR. SHEPHERD:  Provide a full explanation of what table 1 in SEC 19 is intended to portray and where the numbers came from.

     MS. HELT:  Thank you.  That will be undertaking TCJ1.3.

UNDERTAKING NO. TCJ1.3:  TO PROVIDE A FULL EXPLANATION OF WHAT TABLE 1 IN SEC 19 IS INTENDED TO PORTRAY AND WHERE THE NUMBERS CAME FROM.

MR. SHEPHERD:  My next question is on SEC-69-TC.  The question is actually a simple one.

This $335,000 of savings that you put in here, is this included in your other productivity savings, like the ones we were talking about earlier, the ones that go up to $233,000 in 2019, that sort of thing?  Is that included in those other --


MS. BUTANY-DeSOUZA:  Which question?  Sorry.


MR. RODGER:  SEC-69-TC.


MS. LERETTE:  What was the other...


MR. SHEPHERD:  We just talked about it.  Remember the $233,000?


MS. LERETTE:  Yes.


MR. SHEPHERD:  I just want to know if this is included in that.


MS. LERETTE:  I am just looking for that other question.


MR. SHEPHERD:  Yeah, I couldn't find it either.


MS. LERETTE:  No.  The other technical question I am looking for.  I think it is the same, SEC 60?  No.


MR. SHEPHERD:  It is in ENERGY PROBE-71-TC.


MS. LERETTE:  Thank you.


MR. SHEPHERD:  So this is that first line --


MS. LERETTE:  Yes.


MR. SHEPHERD:  -- in 71-TC; right?  So then here's the reason I am asking about that, is because if the station decommissioning is $335,000 of the total OM&A reductions from capital investments, then that means that corrective maintenance, what you are assuming is that there's a one-time reduction of 55,000 and that's the only impact of corrective maintenance; is that right?


MS. LERETTE:  The corrective maintenance, the $55,000 per year every year, has nothing to do with substations.


MR. SHEPHERD:  No, I understand.  But that is a one-time reduction; right?  You're going to reduce your corrective maintenance costs by $55,000, and that is going to continue for four years?


MS. LERETTE:  Yes.


MR. SHEPHERD:  So you're going to get no benefit for your corrective maintenance benefits after 2016, except for the stuff you already did in 2015; right?


MS. LERETTE:  We're going to get it year after year, so it is 55,000 every year.


MR. SHEPHERD:  But once.  You do stuff in 2015.


MS. LERETTE:  Yes.


MR. SHEPHERD:  It's going to save you money each year for the next four years, but the stuff you do in 2016 and 2017 and 2018 is not going to save you a dime; is that right?


MS. LERETTE:  No.  I'm saying that it's -- well, it's cumulative; right?  It is 55 -- what we do in -- so what we're saying is corrective maintenance, we're going to have $55,000 worth of work that we wouldn't do, because we've done some renewal and we think our corrective maintenance is going to drop.


And because we're doing for -- renewal from now for the next 40 years, the next year it is probably going to be $55,000 of different stuff, so it is an additional 55,000.  That's going to go on forever.


MR. SHEPHERD:  Sorry.  No, that is not what it says, though.  That's what I'm trying to understand.  That is why I asked the question.


What this table says in 71-TC is that you do something in 2015 and that saves you $55,000 a year after that.  But it also implies that if you do renewal -- spend money on renewal in 2016, there are no further savings.  That's what I am trying to understand.

Why isn't this going up?  If you are doing renewal every year, why isn't the number going up?


MS. LERETTE:  Well, maybe we misrepresented this table, but it should be -- these should be cumulative, not just saved in 2016 and nothing past that.


So maybe that is our error, but it is intended to show -- we should have probably shown that $55,000 in 2016 turns into $110,000 in '17.  I think that is -- I think we have made an error in this table.  It's not $55,000 once, and then we're just carrying that through.


It is $55,000 added the next year on top of the next year.


MR. SHEPHERD:  Well, okay.  So I am going to ask you to undertake to confirm that is what the rest of your evidence is based on, because I don't think it is, and to correct your evidence if it is not consistent with that.


MS. LERETTE:  Now, I am only talking about the "Corrective maintenance" line right now, that $55,000.


MR. SHEPHERD:  So you're saying one line is on a different basis than another line?

[Witness panel confers]


MS. LERETTE:  Okay.  So I think we can correct this table as we speak here.  Right.


So these are persistent savings, so maybe we can just update this table to correct it.


MR. SHEPHERD:  Okay.  So I am going to ask you to undertake to provide us with an updated table.


MS. LERETTE:  Okay.

MS. HELT:  That will be undertaking TCJ1.4.

UNDERTAKING NO. TCJ1.4:  TO UPDATE TABLE IN SEC-71-TC.

MS. HELT:  And, Mr. Shepherd, was there still an undertaking with respect to updating any other evidence if it's required or if they rely on these particular numbers?


MR. SHEPHERD:  Well, I'm assuming that if this table is wrong, and as a result something else is wrong, they will update that, too; fair?  All right?


MS. HELT:  Thank you.  So if that's incorporated in the undertaking.


MR. SHEPHERD:  I didn't think I had to ask for that.


So then -- I think I have one other.  Maybe not.  No, I don't have any more on 2.  Over to you, somebody else.  Come on, Randy.


QUESTIONS BY MR. AIKEN:

MR. AIKEN:  I have only one question on Exhibit 2 evidence.  This is 2-ENERGY PROBE-68-TC, part (b).  This is the computer maintenance cost based on your three-year contract, and this is part of the working capital analysis.  68-TC.  


Your current three-year contract, you paid this lump sum at the beginning of the three-year contract for the computer maintenance, and then I think you pay something on a monthly basis as well.  And the three-year contract ends on March 31st, 2015.  


So I had asked:

"How has Horizon forecast the computer maintenance costs going forward in terms of a new agreement with payment terms?"


And the response says that you have done -- you have based it on a new three-year contract with similar payment terms.


So my question is:  Have you started negotiations to replace your current contract?


MR. CANGEMI:  No, not yet.


MR. AIKEN:  Okay.  So you are assuming that you are going to get a new three-year contract and you're going to be paying the majority of the costs upfront like you did last time?


MS. DIAZ:  At the time of preparing the budget, that was our assumption, yes.


MR. AIKEN:  Is that still your assumption?


MR. CANGEMI:  It is still the assumption, yes.


MR. AIKEN:  Okay.  I think that is my only question on Exhibit 2.  Yes.


MS. HELT:  Are there any other intervenors before Board Staff asks questions?  

     MR. GARNER:  I have a couple of minor ones.  

     QUESTIONS BY MR. GARNER: 

     MR. GARNER:  If you go to 2-VECC-68-TC, we asked for a breakdown of the monthly and bi-monthly by class, and -- thank you -- you have given the response. 

     What I would like to follow up on is that table which you show in that response, has that -- have those numbers changed significantly since the last cost of service application you have had?  

     So the residential right now are -- 3.2 are monthly, 96.8 are bi-monthly, et cetera, et cetera.  Has that changed much?  No, it hasn't?

     MS. BUTANY-DeSOUZA:  No, it has not.  

     MR. GARNER:  Thank you.  

     I'm sorry, let me just quickly...

     I think that's it, in Exhibit 2. 

     MS. HELT:  That's it, Mr. Garner?  

     MR. GARNER:  I think so. 

     MS. HELT:  All right then.  Ms. Azaiez?


QUESTIONS BY MS. AZAIEZ:

     MS. AZAIEZ:  Hello there.  

     So in response to Board Staff 1, Staff 21, justification of the Distribution System Plan --

     MS. BUTANY-DeSOUZA:  Interrogatory?  

     MS. AZAIEZ:  Yes.  There was a follow-up question, 56, STAFF-56-TC.  And the question was to provide a definition for "non-discretionary projects" for Horizon.  So you provided one.  And this -- with respect to all the projects that you have that are material, all of the projects that are material are non-discretionary or labelled as such.  

     So I would like to ask you whether the discretionary/non-discretionary definition is based on something that you have control over, or something that is beyond your control, rather than what we have here, which is basically your internal classification of -- for these projects?  

[Witness panel confers]

     MS. LERETTE:  So I just want to -- I didn't quite hear all of your question, but maybe you can just repeat the last part of that question for me.  

     MS. AZAIEZ:  The question has to do with Horizon's definition of "discretionary" versus "non-discretionary," since the answer you provided to Staff 1 -- Staff 21 says that all material projects for the five years will be non-discretionary.  

     So I wanted to clarify whether "discretionary" meant that that was something within your control, or not?  

     MS. LERETTE:  I think they are all in our control from a practical sense.  But we have just provided a description of what we considered non-discretionary as the higher priority projects and those projects where there's an immediate risk or a high risk of failure. 

     But from a practical sense, they are in our control.  

     MS. AZAIEZ:  They're in your control, so they are discretionary?  So...

     MS. LERETTE:  It is just the way we prioritize them.  Because they have been prioritized as high-level or high-risk, we consider them non-discretionary.  

     MR. SHEPHERD:  Can I ask a follow-up?  


MS. LERETTE:  So --


MR. SHEPHERD:  Sorry, go ahead.

     MR. BASILIO:  Sorry, if you are applying a definition of -- it is discretionary if it is within management's control, that seems to be -- unless I am misinterpreting, you're suggesting -- it seems the implication of your question is if it's in management's control, it is discretionary?  But I think we don't apply the same definition.

I mean, the -- a non-discretionary project, then, would be, you know, a tree hitting a line and we've got to replace it.  These are non-discretionary, because we think it would be imprudent not to proceed with these projects on the basis of the potential severity of implication to our customers, or that they're a sustainment issue or there's an employee health issue or they're going to get in the way of productivity or something like that. 

     So I think we would agree that many, if not most, of these, you know, to proceed or not to proceed, it is probably within our discretion. 

     It is a question of it would just be very risky not to proceed with them or imprudent to do so, from our perspective. 

     And the response is really in relation to a methodology that we've devised to categorize the projects in that manner, if that helps.

     MR. SHEPHERD:  So I have a follow-up on that.  Is that okay?  And that is, does that mean that you never do a discretionary project because until a project matures, ripens to the point where you have to do it, you don't do it yet?  Is that fair?  

     MR. BASILIO:  I think I've answered the question.  I mean, I think I've answered the question here.  

     MR. SHEPHERD:  No.  That was a simple "yes" or "no" question.  

     MR. RODGER:  What is the point you are trying to clarify, Jay?  I think that is the issue. 

     MR. SHEPHERD:  Do you ever do a discretionary project?  Yes or no?  

     MR. BASILIO:  Yes. 

     MR. SHEPHERD:  Okay.  Because there aren't any in your plan; right?  

     MS. LERETTE:  No, there aren't any. 

     MR. SHEPHERD:  So when do you do them?

MR. BASILIO:  We would do them if we identify -- 

I mean, we haven't identified any in this plan, but we may identify some.  To the extent we've got the capacity and it makes sense to move forward with them, but these are our priority projects.  I think we have articulated in the application the necessity of each, and, you know, that's…

I think I have responded to the question, frankly. 

     MS. LERETTE:  What we consider discretionary doesn't always make it to the top, because of our limited funds.  So the ones of higher priority are usually the ones that are done. 

     MR. SHEPHERD:  But things like, for example, your GIS, was that discretionary?  

     MS. LERETTE:  Oh -- 

     MR. SHEPHERD:  Under your definition?  

     MR. BASILIO:  We need to upgrade our GIS system.  I mean, ours -- this is a sustainment issue largely of a legacy system, not unlike much of the basis for our ERP implementation that we brought forward to the Board in 2008. 

     We have systems that must be replaced, processes that are broken, and it is a high risk to continue with the current situation, and we categorize those sorts of things as non-discretionary.  

     MR. SHEPHERD:  I wonder if you could undertake to provide us with a list of the last five projects that you did -- that you have already done -- that you would consider to be discretionary at the time you did them.  

     MS. AZAIEZ:  That would be helpful. 

     MR. RODGER:  Again, pursuant to whose definition?  

     MR. SHEPHERD:  Your own definition.  

     MR. GARNER:  I just wonder --


MR. SHEPHERD:  Can we have a number?


MR. GARNER:  -- can I just ask a follow-up question, because I don't want to -- 

     MR. SHEPHERD:  Sorry, sorry, we didn't get a number. 


MR. GARNER:  Sorry, go ahead.  Yeah.

     MS. HELT:  No, I haven't heard that the undertaking has been given, so...

     MR. RODGER:  That's right.  

     [Witness panel confers]

     MR. BASILIO:  How far would you like us to go back, time-wise?  

     MR. SHEPHERD:  The last five. 

     MR. BASILIO:  Well, we can't think of any five in recent history.  

     MR. SHEPHERD:  Well, if you went back ten years and said there were none, that would be very helpful.  

     MR. BASILIO:  I don't know that I can go back ten years, frankly. 

     MR. SHEPHERD:  Well, go back as far as you can.  

     MR. BASILIO:  Okay.  

     MS. HELT:  Mr. Basilio, you're still thinking about giving the undertaking?  

     MR. BASILIO:  We will take it away. 

     MS. HELT:  All right.  Thank you.  That will be Undertaking TCJ1.5, and as I understand it, it is to provide a list of the last five projects that were discretionary, as per Horizon's definition of "discretionary." 

     MR. SHEPHERD:  No, that were implemented that were -- 

     MS. HELT:  Or that were implemented, that were -- yes, for a -- either the last five projects or go back for a reasonable period of

UNDERTAKING NO. TCJ1.5:  TO PROVIDE A LIST OF THE LAST FIVE PROJECTS THAT WERE IMPLEMENTED UNDER HORIZON'S DEFINITION OF "DISCRETIONARY."

MR. SHEPHERD:  Yes, perfect.


MR. GARNER:  So if I can follow, it is the same issue and I am just -- now that you have undertaken to do that, it may be a bit semantic.  I am more interested in how a discretionary -- non-discretionary project arises.


Would it be fair to say that everything you budget is a non-discretionary project, and if you have capacity in a year, you may then reach into the basket and find a discretionary project you would then do?  Would that be a fair characterization of what happens?


MR. BASILIO:  I would say that that is how we would approach it, yes.  That would be a fair characterization of approach.


MR. GARNER:  Right.  Thank you.


MR. SHEPHERD:  Sorry.  Let me just ask another question about that.


My understanding is that you have projects that are discretionary when you initially conceive of them, but that over time they sort of mature to the point where they're not discretionary anymore.  It's time to do it; you have to do it.  Is that fair?


MS. LERETTE:  I'd say that's true, yes.


MR. SHEPHERD:  Okay.  Thanks.


MS. AZAIEZ:  The second question on 1-STAFF-56-TC is related to this, and Staff asked:  

"Are there any figures of merit related to the project economics in the prefiled evidence?"  


And the answer was that this was unclear.


So to clarify, a figure of merit as in a financial figure of merit, as an NPV, IR and so on.  And the question takes me to 1-STAFF-54-TC, where it asked to -- Staff asked if Horizon could point us to an economic evaluation that we would find in the prefiled evidence, and the answer or the response says that the economic valuation component referred to can be found in the justification of the 4-kV and 8-kV renewal program and XLP renewal program and the GSP plan.


So I went back to appendix F where the renewal program is, and I was trying, again, to look for the economic valuation for numbers and I did not find those.


And I may have overlooked this economic evaluation, do if you could confirm with me that there are or aren't numbers, then that would be helpful.

[Witness panel confers]


MR. BUTLER:  The response provided in -- the original response provided to Staff 18, Horizon defined the economic evaluation component is defined as the comparative analysis of alternative courses of action in both their cost and consequences.


So you may not see economic evaluation in a classical financial sense with just an NPV value at the sum of it, but the reference back to the 4- and 8-kV renewal program and the XLP renewal program, we quantify numerically and usually in terms of customer impact, but we quantify numerically some of the impacts of not doing those programs, and that is what we were pointing to as our economic evaluation component.  That is what we have included in the prefiled evidence.


MS. AZAIEZ:  Okay.  So just to restate, so the economic evaluation is a qualitative comparison with other alternatives that you have provided in appendix G; is that correct?


MR. BUTLER:  Appendix G is the material capital templates at a project level, which identify on a case-by-case some alternatives.


At the program level in the original prefiled evidence -- I believe it is section 3.5.3 -- is the justification for our major -- two major programs, the 4-kV and 8-kV renewal program, and the XLP renewal program.  We identify the consequences and impacts of not proceeding with those.  That is the evidence we have filed.


MS. LERETTE:  In addition to that, though, if you go back to Board Staff 21, we have provided a comparison analysis of -- the question was asked if you renew the assets of 4 kV versus converting to a higher voltage at 13 kV, so we have tried to provide an economic evaluation of the cost difference between those two, and that is in Board Staff 21.  There is a table.


MR. BUTLER:  Appendix A of the DSP, as well, contains the impact analysis at a higher level, as well, not as detailed as appendix G, but at a higher level, and provides some impacts and defines some consequences of not performing the investments.


MS. AZAIEZ:  Okay.  Go ahead.


MR. SHEPHERD:  Never mind.  I found it.


MS. AZAIEZ:  Okay.  So would you say, then, that appendix F for this 4-kV and 8-kV program is a business case that you provided?  When I look at it, I mean, that is probably the most complete project evaluation.


MR. BUTLER:  Appendix F, if the 4-kV and 8-kV renewal program was not written as a business case.  It identifies our program and why we're doing it, but it is not a pure business case.


MS. AZAIEZ:  Okay.  So in response to 1-STAFF-56-TC, No. 3 -- sorry, No. 4, where we ask, if business cases are available, to please submit copies, you say that you have no more business cases available other than the ones you have provided in the application.


So did you provide any in the application?  I am just trying to find -- you know, to look at the economics of the separate -- the material projects that you have provided, because I do have helpful, very helpful, qualitative information in response to Staff 21, and I just wanted to ensure that this is the extent of the information that you would be providing in terms of your economic analysis.


MR. BUTLER:  That is correct.  This is the full extent of information available.


MR. RODGER:  I have just been advised that we have lost the connection to the internet.  So those listening in can no longer hear us, apparently.


MS. HELT:  Oh.


MS. GIRVAN:  The millions listening in.


MS. HELT:  Why don't we take just a short break, then, now for ten minutes?  And we will deal with the internet issue and this can be the afternoon break, as well.  Okay?

So we will come back at 20 past 3:00.  Thank you.  Thank you, Mr. Rodger.

--- Recess taken at 3:09 p.m.

--- On resuming at 3:25 p.m. 

     MR. SHEPHERD:  All right.  

     MR. RODGER:  And I think Mr. Butler wanted to just clarify his last answer before we move on, please. 

     MR. BUTLER:  I would just like to follow up. 

     MR. SHEPHERD:  Mark turned you off. 

     MR. BUTLER:  I would like to follow up regarding the conversation regarding the economic evaluation. 

     Much of our investment -- or much of our investment identified in the '15 and '19 years is based on -- as we identified earlier, it is non-discretionary.  It is based on need and risk to the system.


Now, system access problems or projects are customer-driven, so those are mandatory investments, but the renewal programs -- and we've provided quite a bit of very good detailed analysis on the state of our assets, the health of our assets, and the impact of the assets if we don't make some of these programs -- or make some of these investments. 

     So there is a lot of detail to a great extent in the prefiled application in our responses underlying the 

justification and identifying the need for Horizon to make these investments going forward.  It might not be an economic evaluation, an NPV calculation on the project, but it's a risk-based model that is causing us to need to replace these assets and need to make these investments, or renew investments. 

     And there is a substantial amount in our asset condition assessment, in our appendix A data, in our, you know, section, you know, 3.5.3, and appendix G, all those templates and all of those appendices.  There is a lot of data supporting the underlying need and quantifiable data supporting the need to make these investments.

I just wanted to follow up with those comments.

     MS. HELT:  Thank you.  

     MS. AZAIEZ:  The next question takes us to 1-STAFF-49-TC.  And Staff asked a question relative to quantifying impact, and the answer provided in 2 by Horizon says that it identified that a price improvement calculation is not performed for each capital investment.  

     So the question is:  If it's not performed for each capital investment, is there a cost-efficiency price improvement performed for material projects?

And you can point me to the evidence in, say, the answer to Staff 21, for example.

     MR. BUTLER:  Sorry, can you repeat the question?  I missed part of it. 

     MS. AZAIEZ:  Okay.  The question relates to 1-STAFF-49-TC.  Do you have that?  

     MR. BUTLER:  Yes. 

     MS. AZAIEZ:  Okay.  Answer number 2 says that Horizon identified that a price improvement calculation is not performed for each capital investment.  

     My question is:  Is it performed for material ones?  

     MR. BUTLER:  Again, I'm going to refer to my previous 

answer.  The investments and the justification for these 

investments is not based on the price -- what's the terminology?  The price improvement trade-off.  These are risk-based investments, as identified throughout the application, and specifically, you know, performed by the 

Kinectrics ACA.

We have a distribution system with aging infrastructure and in poor health and requires investment. 

     The risk presented by the demographic, the profile of our assets, causes us to need to make these investments now.  So the investments aren't made for -- and we don't calculate the price improvement trade-off per se.  These are more risk-based investments and need to be made to avoid sometimes -- or, well, in -- often causes very large impacts to service to our customers.  

     MS. AZAIEZ:  You've mentioned now twice "risk-based."  I know you have addressed risk to a certain degree in your evidence.  Remind me, did you actually file any of your risk model -- I'm assuming you're talking about a risk model here?  

     MR. BUTLER:  Not a formal risk model.  But we identify and quantify for the major capital investment programs the 

consequences to service, to reliability to customers that we are trying to avoid through the -- through these investments that we're proposing. 

     MS. AZAIEZ:  The consequences are in dollars; right?  

     MR. BUTLER:  The consequences are impact to customer 

service.  So volume of customers affected, duration of outages, those are the impacts we've quantified.  We have not monetized those. 

     MS. AZAIEZ:  Ultimately they mean dollars, though, yes?  Thank you. 

     MR. SHEPHERD:  Let me just follow up on that.  You don't do a portfolio-based analysis either; right?  

     MR. BUTLER:  Sorry, Mr. Shepherd.  Could you repeat that question, please?  

     MR. SHEPHERD:  You don't do a portfolio-based analysis either; right?  Where you say:  If we change our capital program this way, the result will be a change in our costs going forward of this much.  What's the delta?

You don't do anything like that?  

     If you don't do it on a project-by-project basis, sometimes the alternative is to do it on a portfolio basis, to assess what is the impact on your costs going forward of choosing or not to choose a particular capital replacement strategy? 

     MR. BUTLER:  We have included -- and XLP is the example I can point to -- some forecasts of health distributions going forward at different spend levels, so we have done that analysis, and that is the example I can point to.  Is that --

     MR. SHEPHERD:  On a project basis. 

     MR. BUTLER:  We have not done it on a project basis, but the example of the XLP is -- to me that is more of a portfolio-based, as you're asking about. 

     MR. SHEPHERD:  Okay.  Thanks.  

     MS. AZAIEZ:  Next question takes us to 1-STAFF-55-TC.  And this was related to OM&A, O&M versus capital spending and planned versus unplanned O&M and capital.  

     And so you said that a requirement to provide an OM&A breakdown by system asset category is not specified in chapter 5, and this information is not available as identified in the interrogatory response.  

     Could you provide this information in a manner that Horizon has compiled this information?


[Witness panel confers]

     MR. BUTLER:  As we indicated in our response to Staff -- to the Staff 55 TC, the information being asked for is not available.  We do not track the information in that format, so we can't provide it as requested.  

     MS. AZAIEZ:  I understand.  System access, for example, may be a new category, but -- correct me if I'm wrong -- this is -- you've included in this category -- you mapped your old categories into this new category as per what has been provided in chapter 5; correct?  

     MR. BUTLER:  Correct.  But you're referring to O&M breakdowns, not capital breakdowns; correct?  

     MS. AZAIEZ:  That is right.  And what I am referring to, for example, if you take stations, you would have capital expenditures on your stations and then you would have planned O&M, and perhaps you would have tracked over the years the unplanned O&M.  

     And some other utilities have provided this type of information in the format -- in the old format that they had, and Staff was satisfied with that type of answer.

So I was wondering whether Horizon could also provide us with a picture of the impact that your capital expenditures would have on your O&M.  

     MR. BUTLER:  From the top of my head, I don't believe we have that information, and that we have stated that in the -- on the response.  I don't believe we tracked that information, and -- as we have indicated in our response. 

     So I do not believe we can provide that in the manner you are requesting, if I am understanding this correctly.  

     MR. BRETT:  Perhaps I could just make a follow-up question there.  Tom Brett here.


One of the things the Board Staff was referring to was your stations.  And in justifying your 4-kV, 8-kV replacement program, as I recall, you said that you would -- you would effectively forego the need to have stations over a period of time, and you had a capital number and the capital that that represented; that is to say you wouldn't have to spend roughly $22.5 million on the renewal of those stations.


But you also said that you had savings that you would -- because of that, you would save about $360,000 a year in operating costs.


So I think the point that's being made to you, in part, is that you have compared capital and operating costs in certain specific instances.  And I believe, although I can't cite them by memory at the moment, I'm quite confident I have read that in certain other cases in your evidence you have said:  We're going to spend this much on a particular capital project and we're going to have this stream of savings coming out of it for a specific project.


And I can't quote you the source, but I will in due course. Perhaps it was an IT.  


So my question is:  Is there not some way you could -- you could -- well, another example, I guess, is in your 4-kV/8-kV replacement initiative, you talk about lower maintenance costs for a higher voltage system, the 13/27 voltage system.  And I thought you might have some data on what you save in maintenance in moving from the 5 and 8 kV to the 13 and 27 kV.


So that was what I was wondering, is you might have some information, that you would be able to build up at least a partial picture of what the reductions in operating costs would flow from, at least, selected capital investments.


As I say, you already appear to have done it for the station renewal program in a sort of backward sort of manner.

[Witness panel confers]


MR. BUTLER:  We do have and track planned and unplanned maintenance.  We know those costs.  We don't map them to the system access, system analysis and service categorizations like that.  We don't have that mapping.


So beyond that, I am just trying to understand what the actual ask is for us to produce, because that was our or my interpretation of the original question, is to do that comparison of the capital in those categories against the OM&A associated with those categories.


MS. LERETTE:  I think where you've asked for it, and stations is a good example, where we can say:  We're going to decommission nine stations; here are the associated planned maintenance costs that arise with that.  We can do that, and I think we have provided that.


But for the general distribution system in itself, if we were going to do a 4-kV conversion in Westdale, for example, we don't track planned and unplanned maintenance by feeder or by geographical area.


So it would be hard to track our maintenance activities to that one section or related to that one project.  That's where we're struggling.


Substations are very specific and it is a little easier to do, but for the material projects out on the distribution system, I don't think we can map planned and emergency maintenance to those geographical areas.


MR. SHEPHERD:  Can I follow up with that?  Do you mind?  Let's just narrow it down to stations.  All right?


MS. LERETTE:  Mm-hmm.


MR. SHEPHERD:  You do have information on your OM&A related to stations; right?


MS. LERETTE:  Yes.


MR. SHEPHERD:  Okay.  So we asked in SEC-69-TC -- actually, I forgot to ask this earlier.  Thank you.

We asked for you to give us the total OM&A for -- or O&M for stations for 2011 through 2019, so that we could see how much you were going to save through decommissioning stations.


We asked you:  Give us the number of stations and give us your total O&M, and break it down whatever way you can.  And you didn't give us that, but you can give us that; right?


MS. LERETTE:  Well, I think we did provide that in SEC 69.


MR. SHEPHERD:  No, you didn't.  So what we asked is:  What was your total O&M for 2011 through 2019 for stations, and please break it down and so that we can see where the savings are.  


You just simply told us what the savings were.  You didn't give us the breakdown, so we don't know how much each station was costing you in O&M in 2011, and how much it's going to cost you now in 2019.


So can you give us the answer as we asked the question, 2011 through 2019 O&M --


MS. LERETTE:  Total O&M related to stations, not the part just coming away because they're decommissioning?


MR. SHEPHERD:  No, the O&M for those stations for each of the years and how many stations you had, with as much detail as possible.


MS. LERETTE:  Yes, we can provide that.


MS. AZAIEZ:  If I may follow up?


MS. HELT:  Wait just a moment.  That will be Undertaking TCJ1.6.

UNDERTAKING NO. TCJ1.6:  PROVIDE TOTAL O&M FOR STATIONS FOR 2011 THROUGH 2019, WITH FULL BREAKDOWN TO INDICATE WHERE SAVINGS ARE.


MR. SHEPHERD:  Excellent.


MS. AZAIEZ:  Table 2, appendix 2-A-B provides a system O&M, right, an overall number.  And we have -- from 2010, it goes from about 19 million to 2019, to 38 million, and then we have also the asset categories that you have in your asset condition assessment.

And again, Staff -- here we had stations, but if you take the same categories that are in the asset condition assessment and the -- how the distribution that you have and the plan you have to work on those assets and the capital you are going to spend, surely there's going to be an impact on your current planned O&M.


MR. SHEPHERD:  Assumed to be zero.


MR. BUTLER:  Is that a question?


MS. AZAIEZ:  The question is if you could add to the undertaking and if you could provide us information for the rest of the asset categories that you plan on working on, the ones that have been shown in the asset condition assessment to be necessary to be worked on.


MR. BUTLER:  I don't believe that can be done.


MR. BASILIO:  It can't be done with our current record-keeping.  We don't track it.  So sorry.


We don't track it.  We simply can't produce it.  I think that is what the IR or the TC -- that's how Mr. Butler has responded to that TC.


MS. AZAIEZ:  Okay.  Thank you.


MS. HELT:  Any further questions, Ms. Azaiez?  


MS. AZAIEZ:  No, thanks.  That will be all.


MS. HELT:  Are there any other questions with respect to this issue?  If not, then let's move on to the third issue.  Are there any questions?

Jay, do you want to start first, if you have any?


MR. SHEPHERD:  I have the luxury of never asking any questions on load forecasting.  That's why we have Bill in the room.


MS. HELT:  All right, then.  Why don't we start with Bill?  He's been silent for most of the day, anyway.


MS. HELT:  We're just going to go ahead and switch up the Horizon witness panel.


MR. BASILIO:  Is there a question?


MR. SHEPHERD:  You don't look at all like a Daniel.


MS. HELT:  If you can state your name for the court reporter so she can remember when transcribing?


MR. STEFANOVIC:  Marko Stefanovic.


MS. HELT:  All right.  Mr. Harper, please proceed.


QUESTIONS BY MR. HARPER:

MR. HARPER:  Thank you.  I would like to start off with respect to your response to VECC-TC-71.  


Maybe if you could look at parts (a) and (b), actually.


MR. STEFANOVIC:  Yes.


MR. HARPER:  In part (a), we asked you to confirm for the residential forecast model you had a trend variable in there, and during the course of -- during the projection period you continued to have that trend variable increase throughout the projection period, and you confirm that that was the case.


And then part (b), we asked you whether or not increase in the trend variable during this period and then manually adjusting for future CDM programs could potentially result in a double-counting. 

     And I was curious by the -- first I was curious by the response, because the response said no, the trend variable captures more than just CDM, which really isn't the same as saying yes.  But is it fair to say you could also say there may be some double-counting, but the trend variable counts for a lot more than just CDM? 

     MR. STEFANOVIC:  I think that is fair to say.  It is just hard to quantify what amount of CDM is in that trend variable. 

     MR. HARPER:  Well, that's my next question.  Thank you.  I was going to see if you could help me understand that a little bit. 

     Am I correct in assuming that Horizon's been doing CDM programs itself since about 2005, 2006?  Somewhere around there is probably where you started implementing your own CDM programs?

     MS. BUTANY-DeSOUZA:  I am getting a nod from Ms. Campbell that says yes. 

     MR. HARPER:  Okay.  Would it be possible for you to prepare a table for me, that for each of the years 2012 actuals and 2013 showed -- you will have CDM programs implemented in 2005, 2006, and all the way up to 2012 or 2013, what the persisting savings are in 2012 from all of those CDM programs that you have implemented to date 

through to 2012?  And then subsequently also another table through to 2013?  Because I would like to compare those results, those CDM results, with what's the impact of your trend variables to test this assumption of yours.  

     MS. CAMPBELL:  The last report that we have from the Ontario Power Authority on persistence is from 2010.  

     MR. SHEPHERD:  What?  

     MR. HARPER:  Do you not have reports from the --  I'm sorry.  You got reports from the Ontario Power Authority for 2011 CDM programs; right?  And how they persist through to 2013?  

     MS. CAMPBELL:  So the actual persistence with the programs, we have not received reports from the Ontario Power Authority that show the persistence through those future years. 

     MR. HARPER:  But this would just be for programs from 2005 to 2010, is what you're saying?  

     MS. CAMPBELL:  I believe in our last application we submitted the persistence that we did have, the report that we had from the OPA.  It came in in the -- when we were in the middle of the hearing, and we had submitted that.  That is the only report that we have. 

     MR. HARPER:  Well, perhaps, then, this will assume that things continue as they are.  You could maybe provide the information indicating what was the last year of which you do have persistence, and then assuming that same number continues on in the future.  I realize that is a heroic assumption, but it is giving you the best benefit of the doubt that you are going to get out of this analysis.

     So I assume you're saying if I had a CDM program in 2000 -- implemented in 2006, I don't have any information on the persistence of that program past 2010?  Is that what you're telling me?  

     MS. CAMPBELL:  That's correct. 

     MR. HARPER:  So if you were to take what you knew to be the persistence in 2010, and just carry that same number forward for '11, '12 and '13 and complete the table that way, and in doing so indicate to me what was the last year for which -- for each of those years' programs what was the last year in which you actually have a report in persistence value and where the assumption is being made, I think that would be sufficient for my purposes.

     I mean, to be quite honest with you, I could take seven hours, go back, download all of your CDM program reports off the OEB website, try and do the analysis, and then get you to confirm that I have done it correctly.  I would just as soon you do the analysis so that you agree with the numbers that we're coming up with, sort of thing. 

     MR. RODGER:  But it's a scenario, Bill, that -- you're asking us to forecast a scenario based on historical CDM numbers?  

     MR. HARPER:  Well, I am asking you to assume that whatever persistence -- you know, the last persisting number that you knew -- continues on after that. 

     More or less, I'm giving your CDM programs the maximum benefit of doubt they can have, because the numbers aren't going to go up after that.  They can only go down.

And I am trying to test this claim of yours that your trend variable captures far more, way more, than just CDM in its analysis, and I am trying to test whether or not that is a reasonable assumption.  And I am trying to get some data to do that.

Otherwise, the argument may be, for a number of other utilities, utilities have not changed the trend variable during the projection period.  They have left it constant at the last historic number.  That's been the practice for other utilities.  I'm trying to see whether your approach is reasonable.  


[Witness panel confers]

     MR. BASILIO:  I am just trying to determine if we, in fact, can do it for you, and probably before Friday. 

     [Witness panel confers]

     MR. BASILIO:  So for me that was a lot of -- that was a big statistical question.  If you could perhaps -- I think we're prepared to take the undertaking, if you could just clarify specifically, again, what it is you're looking for. 

     MR. HARPER:  Okay.  For the CDM programs that you have 

implemented in the years 2005 through 2013, could you provide a table that indicates the persisting savings from each of those programs from the programs in each of those years, the savings that will persist in 2012 and 2013, so that I will have a total savings for 2012 and a total savings for 2013?

For those years where you do not have a value of persistence through to 2012 or '13, just use the last -- the last most actual value you do have for persistence and assume that value continues throughout the balance of the period.  

     MR. BASILIO:  Thank you.  

     MS. HELT:  That will be Undertaking TCJ1.7. 

UNDERTAKING NO. TCJ1.7:  TO PROVIDE, FOR THE CDM PROGRAMS IMPLEMENTED IN THE YEARS 2005 THROUGH 2013, A TABLE INDICATING PERSISTING SAVINGS FROM EACH OF THOSE PROGRAMS IN EACH OF THOSE YEARS, THE SAVINGS THAT WILL PERSIST IN 2012 AND 2013, TO PROVIDE A TOTAL SAVINGS FOR 2012 AND A TOTAL SAVINGS FOR 2013, AND FOR THOSE YEARS WHERE THERE IS NO VALUE OF PERSISTENCE THROUGH TO 2012 OR 2013, TO USE THE LAST ACTUAL VALUE FOR PERSISTENCE AND ASSUME THAT VALUE CONTINUES THROUGHOUT THE BALANCE OF THE PERIOD.  

     MR. HARPER:  I think that is the most complicated request I have.  So it is easy, downhill, from here.


So can we turn up VECC-TC-75(c)?  

     MR. STEFANOVIC:  Yes.  

     MR. HARPER:  75(c).  I'm sorry, I clicked the wrong one.  That's why it was having a -- now, you provided a revised table 3.5 here, that you revised based on some of the issues that were raised in the interrogatory responses?

     MR. STEFANOVIC:  That's correct. 

     MR. HARPER:  And I would like to go to the last part of that table, which is the third of the three boxes there.  

     MR. STEFANOVIC:  Yes. 

     MR. HARPER:  In the first line on that -- and I must apologize -- it talks about the amount used for the CDM threshold for the LRAM VA for 2014.  And I have used the word "threshold" throughout some of my technical conference questions, and I admit it seems to have caused some confusion and I apologize for that.  When I use the word "threshold" what I'm talking about is what is the value that's been assumed -- that you have assumed for load forecast purposes, against which you will be trueing up any actuals after the fact.  You will have an actual CDM achievement, let's say in 2014, and then you will have a number that was, you know, assumed in the load forecast, and you will be trueing up against that number that was assumed in the load forecast.

That is how the LRAM works; correct?  

     MR. STEFANOVIC:  That's correct. 

     MR. HARPER:  So what I was curious about was, now, if I look back at your last -- the Decision from 2011, the Board approved 28.142 gigawatt-hours of CDM reduction in your load forecast for 2011; correct?  

     MR. STEFANOVIC:  That's correct. 

     MR. HARPER:  So what I am curious about is why wouldn't that 28.142 be the threshold you would be using for 2014?  

     MR. STEFANOVIC:  Just give me one second.  


[Witness panel confers]

MR. STEFANOVIC:  It should be 10 percent based on our CDM target as approved in the 2011 cost of service.


MR. HARPER:  Which would be the 28.142?


MR. STEFANOVIC:  That's correct.


MR. HARPER:  Okay.  Fine.  Then if I understand the next line down, what you are proposing in this application -- because 2014 is your bridge year -- is to make a manual adjustment of 21.7663 to the load forecast for the bridge year; correct?


MR. STEFANOVIC:  That's correct.


MR. HARPER:  Okay.  Fine.  Thank you.  I just wanted to make sure I understood that.


If we could maybe turn to VECC-TC-77, or 77-TC, I guess is...


MR. STEFANOVIC:  Yes.


MR. HARPER:  The second half of that is in part (i), (a)(i).  Now that we have established -- my terminology -- what the threshold value is, is it fair to say that for 2014 what you will be comparing against that threshold value is your actual savings in 2011, 2012, 2013, 2014 as they are persisting to the year 2014?


MR. STEFANOVIC:  If that's consistent with how the LRAMVA is calculated now, then I don't see why it wouldn't be.


MR. HARPER:  Okay.  Fine.  I think we are okay on that.


If I could turn to VECC-TC-78?


MR. STEFANOVIC:  Yes.


MR. HARPER:  And I guess you have provided two tables: an update to the evidence, an update to the IR responses.


The second table you have there, which is on page 2, is called "table 2".


MR. STEFANOVIC:  Yes.


MR. HARPER:  Now, am I correct that these are the manual adjustments to your load forecast that you are now proposing to incorporate into the application?


MR. STEFANOVIC:  That's correct.


MR. HARPER:  I was curious that the numbers -- like, let's take 2015, for example.  The number for the first year is substantially less than the number -- than the full annualized value of 19.534, but it's not one-half, which is typically the Board -- you know, the Board typically, in its filing guidelines, uses a one-half rule for the first year.


I was wondering why, in each of the years you had here, you had a value that was not equivalent to the one-half year rule that the Board had used in its guidelines.


MR. STEFANOVIC:  It's not entirely equal to one-half, but what we did was we took the annual number and we came up with the monthly value.  So we divided that annual number by 12.  Then we further divided that value by 12 again, in order to be able to provide a cumulative number by the end of the year.


So that was our methodology in terms of how we included these numbers in this table.


MR. HARPER:  Okay.  And is it fair to say that -- if we go back to my conversation earlier about threshold values, you know, you will subsequently, I assume, be applying for LRAMVA clearances for 2015, 2016, 2017 and 2018.  At some future point in time, I assume you will be applying for those; correct?


MS. BUTANY-DeSOUZA:  Potentially, yes.


MR. HARPER:  Yes.  Is it fair to say that in using my terminology, the threshold values you will be using against which you will true up will not be these values, but it will be these values where the first year value is really the full annualized amount?


MR. STEFANOVIC:  That's correct.


MR. HARPER:  Now, what is useful, we find, in people's applications, so that there is no qualms when it comes to clearance, is to take these numbers and break them down as to what your assumption is by rate class.  So when we subsequently do the clearance, we have a clear record in the past as to what the threshold value was by rate class and there is no argument three years later as to what the numbers are.


I don't believe, since these are revised numbers, that's anywhere in the evidence.  If that is something you can provide us by way of an undertaking, that would be useful.


MR. STEFANOVIC:  Yes, we could.


MR. HARPER:  Okay.  Fine.  Thank you.


MR. SHEPHERD:  Can I just follow up on this table, too?  Your first year number is 54.166 percent of your annual number in every case.  So you didn't actually forecast on a monthly basis; right?


MR. STEFANOVIC:  No, we did not.  We took the annual amount --


MR. SHEPHERD:  Yes.


MR. STEFANOVIC:  -- divided it by 12.  


MR. SHEPHERD:  By 12?


MR. STEFANOVIC:  And we further divided it by 12, and then cumulatively, each month, added that amount back in order to come up with the yearly amount.


MR. SHEPHERD:  So you said how much are you putting in every month?


MR. STEFANOVIC:  Sorry?


MR. SHEPHERD:  How much -- what is your impact every month?  And you assumed it is equal over the year?


MR. STEFANOVIC:  That's correct.


MR. SHEPHERD:  So what's the further divided by 12?


MR. STEFANOVIC:  In order to provide a cumulative amount the following year.  So when that 54 percent is on month 12, that value for the remaining 12 months in the following year equals the entire annualized amount to represent the persistence for the prior year.


MR. SHEPHERD:  Okay.  Thanks.


MS. HELT:  Mr. Harper, I believe we need an undertaking number, TCJ1.8, for that last undertaking.

UNDERTAKING NO. TCJ1.8:  TO PROVIDE BREAKDOWN OF LRAMVA EQUIVALENT NUMBERS IN TABLE 2 OF VECC TC 78.

MR. HARPER:  Thank you.


MS. BUTANY-DeSOUZA:  Sorry, to be clear, Ms. Helt, Mr. Harper, TCJ1.8 is to update table 2 in VECC 78 TC and provide the breakdown, the threshold breakdown by rate class; correct?


MR. HARPER:  Right.  I can't see it is really an update.  It is to further refine the table in order to provide the breakdown by class.


It is not a table 2.  It is of the LRAMVA equivalent numbers that you will be requesting.


MS. BUTANY-DeSOUZA:  Yes, correct.

MR. HARPER:  I think those are all of my questions on load forecast.  Thank you very much.


MR. STEFANOVIC:  Thank you.


MS. HELT:  Are there any other questions on load forecast or on this issue?  All right.  We will move then to the fourth issue, OM&A.  Anyone volunteering to start with their questions?


MS. BUTANY-DeSOUZA:  Can we have a minute?


MS. HELT:  Certainly.  And the witness next to you is Shelley Parker.

Mr. Shepherd, if you would like to start with your questions on this matter?

QUESTIONS BY MR. SHEPHERD:

MR. SHEPHERD:  Sure.  Thanks.  My first question is on SEC-73-TC.  You have provided us a helpful update on your expected 2014 actuals, and I just have a couple of questions on that.  I am looking now at page 2 of 4.

So you have corporate expenses going up 17 percent.  Do you know why?


MS. DIAZ:  In terms of the table provided and the program variance that you see in the response, I can offer that in totality our overall OM&A is not materially different than what was filed.


In terms of the specific variances by program variance, we don't necessarily monitor our variance analysis in this fashion.


MR. SHEPHERD:  Sorry.  You have a 17 percent increase in your executive corporate costs and you don't monitor why that is?


MS. DIAZ:  But what you're looking at is program variances in a program fashion for the purposes of filing the application.


In terms of how we look at our variances internally, we look at it from our budget over actual.  So in terms of what's in the corporate -- what's driving specifically the reason for the corporate variance -- 

     MR. SHEPHERD:  Oh, sorry, sorry.  So this -- the column that is labelled table 4-22 and 4-23, that is not your actual budget for the year?  

     MS. DIAZ:  It is.  

     MR. SHEPHERD:  Well, you just said that you do your variances to your actual budget. 

     MS. DIAZ:  Well, it is our actual budget, but I'm telling you the way this program -- the way this is established and set out for the purposes of filing this application isn't how we internally monitor our performance.

MR. SHEPHERD:  How do you internally monitor it?

     MS. DIAZ:  Well, we do it by cost centre. 

     MR. SHEPHERD:  So you have a variance analysis internally as well; right?  

     MS. DIAZ:  Yes. 

     MR. SHEPHERD:  What's the most recent variance analysis you have for 2014?  

     MS. DIAZ:  Our most recent?  So we would -- internally we would have to the end of -- no, we haven't filed.  End of June. 

     MR. SHEPHERD:  End of June? 

     MS. DIAZ:  Yes. 

     MR. SHEPHERD:  So can you file that?  


[Witness panel confers]

     MS. DIAZ:  So the information that we would be providing would be on an IFRS basis.  It's not a regulatory accounting basis. 

     MR. SHEPHERD:  That's fine.  We can make the distinction.  

     MS. HELT:  That will be Undertaking TCJ1.9. 

UNDERTAKING NO. TCJ1.9:  TO PROVIDE THE MOST RECENT VARIANCE ANALYSIS FOR 2014.

     MR. SHEPHERD:  Okay.  So I am just going to ask you about a couple of these in case you know off the top -- I mean, obviously your variance analysis will help us immensely, but a couple of these you might be able to explain off the top of your head why they're -- why they've varied.

      You can't explain corporate, I understand.  What about business projects?  You have a 25 percent increase in business projects.  Do you know off the top of your head why that was?  This is under IST. 

     MS. BUTANY-DeSOUZA:  This is an IT?

So in totality I can comment in terms of IST costs.  They correspond to an increase in enterprise information management, strategy costs, ERP maintenance costs and support staff.  

     MR. SHEPHERD:  All right.  And on the next page, you will see there is a big -- there's big changes in underground and overhead construction and maintenance.

Is this just a reprioritization of your work plan?  Or is there some accounting change that went on there that caused that to happen?  

     MS. DIAZ:  No.  So in terms of the underground and overhead, within the construction maintenance business unit, we do sometimes move between the two departments. 

     MR. SHEPHERD:  Yes, of course. 

     MS. DIAZ:  So it is basically just a mix that -- you know, basically management strives to utilize its labour appropriately between the two programs, and that's what is causing the bulk of that variance. 

     MR. SHEPHERD:  And so was that, like, a single project?  Or was it -- is it a general, sort of, as the year goes on you reprioritize what you're doing?  

     MS. DIAZ:  So it is as the year goes on, but I can comment that in terms of -- so for the underground work -- it was impeded by weather; right?  So we shifted some, you know, some resources over to overhead so we could complete that, and the underground ended up being under. 

     So it is just a way of risk-managing --


MR. SHEPHERD:  When the weather is good you send somebody to do the outside stuff, and then you do the inside stuff later when the weather is bad?

     MS. DIAZ:  No.  We had frozen ground, so it was hard for us this winter to do a little bit of the work. 

     MR. SHEPHERD:  So -- and my last question on this is -- you see under "Engineering and operations," it looks like your engineering and operations spending is down by about 10 percent, which seems like a lot.  

     Is there a particular reason for that that you know of?

MS. DIAZ:  Yes.  So with respect to engineering and 

operations, I mean, it is largely different by network records.  So this has to do with some of the timing of hires within the capital project's group. 

     So our initial -- in terms of the budget, in terms of 

determining when those individuals would come on and how much they would come on for, some of that has changed, obviously.

So we're impacted by timing in that respect. 

     MR. SHEPHERD:  But you said capital projects.  Isn't this an OM&A list?  

     MS. DIAZ:  Yes, I know.  That is just the -- that's what we call the department or the...

     MS. LERETTE:  That is just the name of the department.  


MS. DIAZ:  Department.

     MR. SHEPHERD:  Now, work records is -- 

     MS. LERETTE:  Yeah, work records is a department name.  Capital projects is a departmental name, where all the technicians reside.

     MR. BASILIO:  The organization is specified in Exhibit 4, isn't it?  Don't we describe the -- 

     MR. SHEPHERD:  Microphone. 

     MR. BASILIO:  -- organizational charts for each of the major divisions in -- I believe it is Exhibit 4, which would specify those department -- I thought it could hear me there.  Sorry.  

     I believe there are individual organizational charts under each executive team member.  In Exhibit 4 -- and I believe those particular categories are specified under the vice president of operations.  

     MR. SHEPHERD:  All right.  Go ahead.  

     MR. CLARK:  Excuse me.  Would that not be Exhibit 1, tab 4?  Isn't that where your org charts are in the administrative documents?  

     MS. HELT:  No.  

     MS. BUTANY-DeSOUZA:  No.


MR. CLARK:  No?


MS. BUTANY-DeSOUZA:  No.  They are in Exhibit 4, tab 3.

MR. SHEPHERD:  Go ahead. 

     MS. BUTANY-DeSOUZA:  So Exhibit 4, tab 3, schedule 2, so tab 3, schedule 2, page 23, has construction and maintenance, which is also under the VP of operations.  I am trying to find -- here.  Sorry.  One second.  

     And Exhibit 4, tab 3, schedule 2, page 18, figure 4-5 is engineering and operations.  So under engineering and operations, of which Mr. Butler is the director, has four sub-groups' departments: capital projects, engineering and asset management, engineering systems and asset records, and then control room operations.  

     MR. BRETT:  Just a quick follow-up, if I may.

Are you saying the engineering and operations is down because you have capitalized more?  Is that what you're -- 

     MS. DIAZ:  No, not necessarily.  So there is a fair amount of new hires within that group and the timing of those new hires.  So we have had some savings as a result of -- in our budget as a result of when they came on board.  

     MR. SHEPHERD:  You just didn't hire them fast enough.

     MS. LERETTE:  Was there a question?  

     MR. SHEPHERD:  All right.  My next question is SEC-75-TC.  My question is really a simple one.

Should we assume that that impact of MIFRS, 6.4 million, carries through for the remainder of the 2015 to 2019 period, or should we assume that it is proportionate to the capital budget?

In terms of understanding your capital budget relative to the accounting change, which approach should we take?  


[Witness panel confers]


MS. DIAZ:  So with respect to the information that we've provided, we were able to provide from '11 to '14, as we're required to keep track of those changes for the purposes of the variance account.  Correct me if I'm 

wrong, Indy.

      Going past '14 we haven't forecasted the impact, as we are not required to do so.  Could you make an assumption?  Yes.  Can I definitely say that it would be six or would it be seven or -- I don't know.  

     MR. SHEPHERD:  Well, no, what I am asking more is you have past information on this impact.  Is it a consistent percentage of or relatively consistent percentage of capital spend?  Because if it is, then we can forecast it.  

     MR. BASILIO:  So this is missing the -- just to be clear , if we were trying to make -- if the purpose of this was to try and make an adjustment to capital, this is only one component of the burden.  There are other -- that's just the labour, capitalized compensation.


There are other burdens that would need to be taken into consideration.  We don't track those anymore and --


MR. SHEPHERD:  Sorry.  The question asked the dollar impact of IFRS for each year.


MR. BASILIO:  On capitalized labour.  But what I thought I heard was for purposes of making -- trying to assess what the impact on capital is, if we're trying to go back and forth between Canadian GAAP and -- am I mistaken there?  I am just trying to understand the intent of the question and what you might be trying to forecast, so that we can perhaps provide a fuller clarification of the issue.


MR. SHEPHERD:  Oh, I see.  I see.


MR. BASILIO:  The adjustment between -- the MIFRS adjustment for capital to CGAAP, capitalized compensation is only one component of that adjustment.


There are other burdens that would be components as well.  The trend -- the trend sort of depends how capital work is undertaken, whether it is contracted out or undertaken by internal staff.


The trend is generally rising, so it is a very loose assumption.  I think you could assume it is continuing to rise.  Certainly our capital program is growing.


But I think, as we have also stated in the evidence, some of that -- or a lot of that growth will be contracted out.


MS. DIAZ:  Yes.


MR. SHEPHERD:  Here is what I'm trying to understand, Mr. Basilio.  Take 2014, for example.  You have capitalized labour of $11.3 million.  All right?  And you're expecting that that capitalized labour will be 6.4 million lower than what it would have been under CGAAP; right?


MR. BASILIO:  That's correct, in 2014, yes, and the other years in the table, of course.


MR. SHEPHERD:  No.  And so we have from your previous application, we have a 2K that shows your capitalized labour under CGAAP, so we can go and we can do a trend line to assess what your overall capitalized labour is on a consistent basis from 2008; right?


MR. BASILIO:  Yes.


MR. SHEPHERD:  But we would like to be able to do it from 2015 onward.


MR. BASILIO:  So your question was:  Can we assume -- I think the follow-on question was:  Can we assume this trend to continue to rise in the outer periods?


MR. SHEPHERD:  Yes.


MR. BASILIO:  I think the answer is yes, but we really can't provide any more specificity than that.


MR. SHEPHERD:  That's very helpful.  That's okay.  Thanks.


Now, I have several questions on this GIS business case.  Who do I present those questions to?


MS. LERETTE:  Jim Butler is going to take these questions.


MR. SHEPHERD:  Thank you.  Oh, that's fine.  You can take them from there.


So we asked a bunch of questions on the claims in the business case for savings all over the place, and your response was -- do you have the business case?


MR. BUTLER:  Yes.  I don't have the business case in front of me, sorry.


MR. SHEPHERD:  I will ask some questions about it.


MR. BUTLER:  Okay.


MR. SHEPHERD:  It is attached to 4-SEC-25.


MS. BUTANY-DeSOUZA:  IR?


MR. SHEPHERD:  Yes.

[Witness panel confers]


MR. BUTLER:  Okay.  I have the business case in front of me.


MR. SHEPHERD:  Thanks.  So we asked, well, what about all of these savings?  And we listed all of the savings that you said were going to happen.


And the answer, if I can paraphrase it, is:  No, no, no, that was the original business case.  Then we actually investigated how much it was going to cost, and so never mind the business case.


Did you do an updated business case?


MR. BUTLER:  No, we did not.


MR. SHEPHERD:  And maybe this is for you, Mr. Basilio.  Who gave the go-ahead on this project if the numbers all changed so much?  I don't understand.  If your business case was wrong, then who said:  Go ahead?


MR. BASILIO:  I will take the first part, Jim.


The executive team, largely.  Ultimately, the CEO is accountable for the budget, but the executive team decided to proceed with the project.


MR. SHEPHERD:  But you didn't have an updated business case to tell you what the real results were going to be?


MR. BUTLER:  No, no, we did not update the business case after we went through the RFP process.


Going through the RFP process, we were able to better -- get a better idea of costs.  We went through a scoping process to exactly identify the scope of the GIS project, and through that process we included OMS in the scope of the project.


At that time, we did not attempt to re-categorize or re-estimate the cost savings or benefits coming out of it.  But the primary driver that we recognized as an organization for the replacement of the GIS was it was a risk -- again, risk mitigation.


It was an end-of-life IT system.  We originally put this GIS in service back in 1996.  It underpins a large portion of the work we need to do, all of our capital design, the field crews, cable locating.  It supports asset management, containing all of our asset information and major data about all of the in-service assets.


So it is a critical business system, and this system has not been supported by the vendor since, I believe, 2003.  There is no updates.  It is not compatible with IT systems going forward, the computers, the operating systems.


So, you know, taking the costs and some of the potential productivity savings that we anticipate that we will start to develop, we needed to replace this system, because if it failed and it was not available to us -- which was a high risk for a system of this age, and being unsupported by the vendor -- it would really have serious consequences on Horizon Utilities' ability to continue day-to-day operations.


MR. SHEPHERD:  Can you take a look at the business case at page 4?


MR. BUTLER:  Yes.


MR. SHEPHERD:  It says:

"Horizon recently completed a GIS study that illustrated the need for enterprise level GIS."


Now, you don't have enterprise level -- didn't have enterprise level GIS.  That is something new; right?


MR. BUTLER:  Correct.


MR. SHEPHERD:  And so you did a study that said:  We need to move to this better type of GIS; right?


MR. BUTLER:  We did an assessment.  I do not believe we produced an actual report of this nature, but --


MR. SHEPHERD:  Sorry, what is the GIS study?  Because I was going to ask you to table it.


MR. BUTLER:  I do not have -- I do not have a record of this GIS study.  Kathy, do you?


MS. LERETTE:  No.


MR. SHEPHERD:  So this was for your board of directors; right?  Or your EMT?


MR. BUTLER:  For our EMT.


MR. SHEPHERD:  Who is Utility Solutions Corporation?


MR. BUTLER:  It's a third-party consultant we retained.


MR. SHEPHERD:  And so did you approve this business case?


MR. BUTLER:  This business case was drafted before I was with Horizon -- with Horizon.  So it was not done while I was employed by Horizon.


MR. SHEPHERD:  Sorry.  I didn't mean you personally.  I mean did the IT department approve this business case prepared by the consultant?

It wasn't some external consultant presenting it to your EMT; right?  It was the external consultant giving it to your IT department, the IT department, saying:  Yes, we agree with that, and then you going to the IT?


MR. BUTLER:  It was given to the engineering department, not IT.  But you're correct, yes, it was not presented by the consultant directly to our EMT.


MS. LERETTE:  Can I just add something here?  The primary driver for this business case was to develop budgetary numbers, because we had no idea what a new GIS was going to cost us.


We wanted to know what the benefits were.  And the consultant really provided us with some generic costs for new enterprise GIS systems and tried to document areas of potential either productivity savings or productivity gains across the organization.  

     MR. SHEPHERD:  Well, okay.  So let me ask about a couple of those.

On page 5, it says the cost of providing information -- which I guess in this context is geo-spatial information; right?  

     MR. BUTLER:  Correct.  

     MR. SHEPHERD:  Okay.  The cost is going to be lower on a per-unit basis than the existing system.  Is that still true?  

     MR. BUTLER:  The operating costs of the new system, licencing and such, support costs, are higher than our existing cable count system, but the volume of data, the analysis that we can do with the system and the interoperability with other IT systems is much greater.

It didn't exist with the old system, where it does with this system. 

     So I can't answer that -- I can't provide an answer to that specifically.  

     MR. SHEPHERD:  Well, at some point somebody decided that -- did a calculation to say, on a per-unit basis, this option is lower than this option.  And so what were the units?  

     MR. BUTLER:  And I don't have the underlying units mentioned here, so I can't answer that question.  I don't have the information available. 

     MR. SHEPHERD:  Okay. 

     MR. BASILIO:  However, the principal driver for the upgrade is articulated and remains valid despite the fact the business case was not updated.  We have GIS technology that has reached the end of its life where the vendor is not providing support.  It is a critical system to the organization; it had to be replaced.  

     MR. SHEPHERD:  But you upgraded to a more expensive and more functional system; right?  

     MR. BASILIO:  We upgraded to a more contemporary system that is widely used in North America and many LDCs in Ontario.  

     MR. SHEPHERD:  So if you go to page 7, it says:

"Significant improvements in efficiency across the organization can be expected once the GIS has been upgraded." 

     So that's still true; right?  

     MR. BUTLER:  Correct. 

     MR. SHEPHERD:  And have the numbers changed, in terms of how much value you're going to get from those?  

     MR. BUTLER:  We have not re-estimated the savings or potential projected savings, other than what we have identified in our response to 1-STAFF-15, I believe.  

     MR. SHEPHERD:  Okay.  It said on page 8 that your payback was going to be by the end of 2017.

Is that still true?  

     MR. BUTLER:  We have not recalculated the payback period.  

     MR. SHEPHERD:  And the reason you haven't is because although you know the actual costs, you haven't re-estimated the benefits; right?  So you couldn't possibly do the net?  

     MR. BUTLER:  That's correct.  We expect to realize some benefits when we start operating and put the system in service.  But as I mentioned, I think, earlier today in our response to an interrogatory, the GIS is in service now, as of July 2014.  The OMS will go in service in stages, with the final phase projected for Q2 of 2015, at which time we will baseline some of our activities and then be able to monitor the improvements that were being realized through the new system. 

     MR. SHEPHERD:  You will get some savings? 

     MR. BUTLER:  We will get some savings, and we really -- we get a lot more functionality and really improve value to customers in the services offerings that we can provide. 

     MR. SHEPHERD:  Yeah, no, I'm not arguing it is a bad idea.  It is a great idea, believe me.  I am 100 percent behind it. 

     What I am trying to understand is how it feeds into the rest of your budgeting.  And I guess this question is for you, Mr. Basilio. 

     There's a -- this may be a budgetary management question.  If you know that there is going to be some or you expect that there is going to be some savings from a new technology, do you, as part of your budget process, say to the departments affected by those savings: You have to show us that you're achieving these results that are coming from this technology?  

     MR. BASILIO:  Other than we haven't specified the results to be achieved.  If this was a pure ROI project, absolutely, but it's not.

It's a risk mitigation project, for which we hope and expect that there will be productivity savings to be determined, but we can't specify them at this point. 

     Interoperability, more efficient utilization of data, integration with other systems to deploy crews and address problems more effectively, these are all things that we expect when this is up and running and integrated.  But at this point we can't quantify it, we can't specify it.

And as the CFO, I certainly wouldn't budget something that is so contingent at this point it is not even through an implementation yet.  

     MR. SHEPHERD:  Well, I guess what I am trying to understand is:  Isn't there a point at which you say -- and I would have thought this point was now -- where you would say:  Look, we should be able to decrease your department, Joe, by two people because of this interoperability savings, so going forward, we want you to budget for that reduction? 

     MR. BASILIO:  We're not at that point, no. 

     MR. SHEPHERD:  You haven't done anything like that yet? 

     MR. BASILIO:  No. 

     MR. SHEPHERD:  You think it is going to happen?  

     MR. BASILIO:  We expect -- I think I stated this point, but I will state it again.  We expect efficiency from the system.  I can't specify it at this point, and I certainly can't quantify it, other than -- I can't remember if there was some amount -- 

     MS. LERETTE:  It was from...

     MR. BASILIO:  It was from OMS.  Again, the justification for this project is risk mitigation, end-of-life system, end of vendor support for something that is mission-critical for the organization. 

     We do expect efficiency, and that will certainly benefit all when it materializes.  

     MR. SHEPHERD:  So back to you, sir.  I'm sorry, I didn't catch your name. 

     MR. BUTLER:  Mr. Butler.  

     MR. SHEPHERD:  Butler.  Ah, that is because you were hiding in the corner, so I couldn't see you before.  Okay. 

     On page 9 there is a reference here to a number of major IT upgrade projects that are basically dependent on this GIS.  

     Are those incremental costs, then, that will have to be incurred because once you got the GIS in place you will then have these additional upgrades?  


[Witness panel confers]

     MR. BASILIO:  These other systems, specifically SCADA, IFS, GIS, and then we have an "et cetera" -- I would add OMS -- these are systems that will operate with the GIS.  They're not incremental new projects required as a result of GIS.

The IFS upgrade is specified in the application, including the benefits of that project.

SCADA, we have undertaken an upgrade.

CIS, CIS, in fact, is one of the projects that -- if I could think of a discretionary project not undertaken so far -- maybe I will add this to the list -- it is CIS.  That was one of the projects selected out of the IR term that we need to get on with. 

     But it will interoperate with these, and that, really, I think, will start to uncover opportunities to deliver efficiency and additional customer value.  

     MR. SHEPHERD:  Okay.  So there's a list of benefits, starting on page 13.  And you don't have numbers for any of these, but all of them you do expect to happen; right?  The improved interoperability, better user access, integrated work flows, all those things, these are expected to 

Happen; right?  

     MR. BUTLER:  Correct. 

     MR. SHEPHERD:  Are there any more that you have since identified that are not on this list?  Especially now that you have added OMS, that presumably adds another dimension to the benefits.  

     MR. BUTLER:  The OMS does add a lot of benefits.  And as an example -- without, you know, talking to each bullet on this list -- we were looking at the benefits that OMS could bring from a -- not from a quantitative, but from a -- what does it do.  We have seven discrete systems in the control room right now that a control room operator would have to manage and operate to restore a power interruption. 

     Those -- with the GIS and OMS, those get consolidated into one.  So there is some natural efficiencies to be gained there, and all the underlying administration with the seven discrete systems that go in.  But we have not -- we have not quantified those savings.  We expect them to happen.  We have not quantified them as of yet. 

     MR. SHEPHERD:  Some of that is dependent on deploying additional stuff in the field; right?  Because you have to -- you have to start interconnecting more gear to your system; right?  To improve its ability to give you results?


MR. BUTLER:  I wouldn't say it is dependent on that.  That will provide even further advantages and efficiencies, but it is not dependent on that.  But that does --


MR. SHEPHERD:  You are planning to do that, though; right?


MR. BUTLER:  We are planning to increase our -- a lot of the field automation we have, yes.


MR. SHEPHERD:  And one of the results of this system is a fairly material reduction in truck rolls, because you have a better sense of what's actually going on in the field than you do prior to this GIS; right?

[Witness panel confers]


MR. BUTLER:  Yes.  When we take it to integration with our AMI or smart meter system -- which is not in scope in the original deployment for next year, but when we roll out and expand it to integrate with our AMI system, yes, it will produce a reduction in truck rolls for power and power outage calls of those nature, yes.


MR. SHEPHERD:  Have you talked to your union about what this means in terms of unionized staffing?

That is probably not for you.  It is probably for Mr. Basilio.


MR. BASILIO:  It is actually -- probably actually for Ms. Schacht.


MS. SCHACHT:  We have not had any specific conversations with the union, because at this point we don't know what the impact is going to be.

I mean, the union would have access to the information that is being filed, but we have not specifically spoken about this particular project, and we will do so at a point in time where we can quantify some real impact on -- or potential impact on any union members.


MR. SHEPHERD:  The reason I am asking -- don't you have a negotiation coming up with PWU?


MS. SCHACHT:  Yes, we do. We have a negotiation coming up in 2015, and at that point in time we will have conversations as appropriate around any potential impact for projects that we're considering.


MR. SHEPHERD:  I don't want to tread into stuff that is sensitive.


MS. BUTANY-DeSOUZA:  Yes.


MR. SHEPHERD:  All right.  Never mind.  I don't want to go off the record, but you know where I'm going with this; right?  Okay.

Let me just ask one more question on this business case, I think.

All of these numbers in the financial analysis, they're not valid anymore; right?

[Witness panel confers]


MR. BASILIO:  These numbers require revision.  I wouldn't say that -- if the suggestion is that the business case is invalid, I think, in fact, that is invalid.  Some things need to be revised.


MR. SHEPHERD:  For example, your benefits to 2017 of $4.2 million, you don't think that is true anymore?  You have different numbers, or you have no numbers, I guess, now?


MR. BUTLER:  I think, as Mr. Basilio articulated, we need to revise those numbers.  They're not current.


MR. SHEPHERD:  Okay.  Are you planning to do so?  Is this something I could ask you to do, or is that a big job?


MR. BUTLER:  It would be a big job, and until we have some experience with the system and start to understand what we can do with it, we can't provide any accuracy.


MR. SHEPHERD:  I won't ask.  But I do have one other question about these -- two other questions.


First, on page 18 of your business case, you said the GIS will be able to easily interoperate with all Horizon information systems.

Now, I have never actually heard of a GIS that interoperates with everything.  Is that sort of an overstatement?  There must be systems it doesn't interoperate with?


MR. BUTLER:  Yes, that would be an overstatement.


MR. SHEPHERD:  Okay.  Because otherwise I would complain that you are spending too much on your GIS.


Then the last question is on page 22.  You say in that first paragraph, under alternative number 1, you say:   

"Many departments at Horizon are counting on the new GIS to usher in many improvements and we would be disappointed to have to wait longer."


I assume that at some point you prepared a list of departmental needs that required this enterprise GIS; is that right?  Or somebody did?


MR. BUTLER:  We have gone through stakeholdering in the early stages of the process to talk to various departments and what their wish list would be.  You know, should we go through the procurement process for a new GIS?


MR. SHEPHERD:  Okay.  Can I get that list of those many improvements that they were waiting for?


MR. BASILIO:  I don't believe such a list exists.  I think this is really about discussion.  There isn't any more evidence, really, than what is in this business case and in the application generally.  I mean, I think we've clarified our evidence.


MR. SHEPHERD:  All right.


MR. GARNER:  Jay, do you mind if I ask just a couple of questions on this?

I'm not following it as closely as Mr. Shepherd is, so maybe just help me a little bit.


The business case was invalidated because the cost of the system, once you went out for an RFP, the costs were different than you anticipated; is that correct?  Is that what you said?


MR. BASILIO:  Sorry, I don't know if the characterization of the business case being invalidated is correct.


The business case, many elements of this business case remain quite valid.


MR. GARNER:  That's fine.  I'm --


MR. BASILIO:  Sorry, Mark, I'm not being argumentative.  I just want to make sure I am clear on the record on this.


The principal drivers for the business case are risk mitigation and end-of-life system and lack of vendor support, all red flags with respect to a mission-critical system.  So I would say the business case remains largely intact in terms of the principal driver for the change.


MR. GARNER:  Certainly.  I apologize for the sloppy use of my words, because I wasn't actually trying to imply that at all.  What I was really trying to understand was -- and you are right, it is a sloppy use of the word -- what caused you to pause as to the business case's results were no longer the results that would be relied upon was -- as I understood you saying, once you took the step to do the RFPs, the costs were different than you had anticipated in the beginning; is that correct?


MR. BUTLER:  Costs and scope.


MR. GARNER:  Costs and scope?


MR. BUTLER:  Yes.  We included OMS in our solution, which was not anticipated at the time of the business case.


MR. GARNER:  Okay.  What I am wondering is -- but the benefits that were identified in the business case, those would remain the same, wouldn't they?


MR. BUTLER:  The same in nature.  We would have to refresh the values.


MR. GARNER:  Why?


MR. BUTLER:  OMS is -- yes, provides a value that --


MR. GARNER:  Because that increment added a different value.  So that is why both ends -- it wasn't just the cost end that changes.  The value end also changed because of that element; is that what you're saying?


MR. BUTLER:  Correct.


MR. GARNER:  Thank you.


MR. SHEPHERD:  Well, okay, but adding the OMS would only increase the value of the benefits; right?  It wouldn't decrease the benefits.


MR. BUTLER:  Correct.


MR. SHEPHERD:  Okay.  My next question is on SEC-79-TC, and this is about the loss on de-recognition of PP&E.  This is when you retire property; right?  And under IFRS, you have to treat it as depreciation.


And so my simple question is:  Under CGAAP, how is that treated?


MR. BASILIO:  Under MIFRS, it is treated as depreciation.

MR. SHEPHERD:  Yes.


MR. BASILIO:  As opposed to IFRS.  Under IFRS, it is treated as a loss on de-recognition.


MR. SHEPHERD:  It is expensed, yes.


MR. BASILIO:  Under Canadian GAAP, it would have been treated as a loss.  However, formally -- and I believe this was wide practice in the sector, because of the pooling of assets approach taken by many -- and I certainly can't speak for all distributors, including Horizon.  Because of pooling, it was very difficult to determine with any specificity the age of remaining life of assets taken out of service.


So the general presumption was that assets taken out of service are fully depreciated, and therefore there were no gains or losses on de-recognition.


MR. SHEPHERD:  So to the extent that there was any value left in the asset at the time it was taken out of service, for example, if you had to -- if you had to move a pole line for a municipal project, then that was just left in and depreciated over time?


MR. BASILIO:  It remained in rate base and was just depreciated over whatever its remaining useful life would have been.


MR. SHEPHERD:  And so when you converted to IFRS, to MIFRS in the case of your regulatory filing, you had an adjustment to adjust out the things that were still in but were actually gone.  

     MR. BASILIO:  So we had to go through a -- IFRS and MIFRS picks up on this.  We had to go through a very detailed componentization of our assets and actually track -- and go back, making assumptions, of course, for remaining depreciable life, but actually tracking them now at a very detailed componentization level, because IFRS strictly requires that we track assets in that manner and de-recognize whatever the remaining value is.  

     MR. SHEPHERD:  You can't put all your poles together.  If a pole is gone, it's gone. 

     MR. BASILIO:  It's gone. 

     MR. SHEPHERD:  Yes, okay.  And so you actually did a write-off at the time you converted, which went to OCI; right?  

     MR. BASILIO:  No.  That is a separate issue.  So I think we're mixing -- 

     MR. SHEPHERD:  Okay.  Didn't you have to de-recognize everything that was no longer --


MR. BASILIO:  And essentially you could make an election under -- Danielle, you will correct me if I'm wrong -- at the point of transition from Canadian GAAP to IFRS, you could elect to have your opening book value for IFRS purposes equal your closing book value for Canadian GAAP purposes, such that all those IFRS changes, including 

De-recognition, happen prospectively. 

     So there wasn't any adjustment for some sort of accumulated de-recognition up until the point of the transition. 

     MR. SHEPHERD:  Excellent.  So at the time that you converted, then, let's assume from the pattern -- it's fairly clear -- that you had in your rate base some amount which you didn't actually have the assets any more.  They were just doing what used to be the case and sort of depreciated to zero over time; right?  

     So you had some amount where you didn't actually have any assets?  

     MR. BASILIO:  Pre -- assets in service prior to the conversion date, January 1st, 2012 for us, yes. 

     MR. SHEPHERD:  Yes.  So prior to that time, you would have had assets that you had taken out of service but had left in rate base?

     MR. BASILIO:  Correct. 

     MR. SHEPHERD:  And so those assets remained in rate base going forward and are still in rate base today.  They're depreciating down to zero; right?

     MR. BASILIO:  Correct. 

     MR. SHEPHERD:  There's some number there; right?  

     MR. BASILIO:  Yes. 

     MR. SHEPHERD:  But subsequently now each year, whenever that happens, you're putting them to depreciation and including it in rates; right?  

     MR. BASILIO:  Those assets continue to depreciate.  

     MR. SHEPHERD:  No, no.  I'm talking about new ones.  The old ones, the ones that were in existence December 31st -- 

     MR. BASILIO:  Yes. 

     MR. SHEPHERD:  -- you're not taking them out of service.  They're already out of service.  They're just going to depreciate to zero; right?  

     MR. BASILIO:  Yes.  Sorry, that's in fact -- I must have misunderstood your question, but yes, we're saying the same thing. 

     MR. SHEPHERD:  Okay.  So that's where I'm going with this, is none of these amounts here listed in SEC-79-TC represent assets that were already out of service at the time of conversion, are they?  

     MS. DIAZ:  That's correct.  

     MR. SHEPHERD:  Okay.  This is new assets taken -- or it's assets newly taken out of service --

     MS. DIAZ:  These are assets disposed of in that year.


MR. SHEPHERD:  Sorry?


MS. DIAZ:  They're assets disposed of in the year, like, so '12, '13, '14.  

     MR. SHEPHERD:  Okay.  And you don't have -- you don't have on your books any asset retirement obligations?  

     MR. BASILIO:  No, we do not. 

     MR. SHEPHERD:  And you don't collect any negative salvage?  

     MR. BASILIO:  Any, sorry, negative...

     MR. SHEPHERD:  Negative salvage.  It is an amount you collect in depreciation to reflect the fact that -- 

     MR. BASILIO:  No, we do not. 

     MR. SHEPHERD:  -- you will have a cost on disposition?


MR. BASILIO:  No.  


MR. SHEPHERD:  No?  And so I take it, then, these amounts -- these are fairly typical amounts?  We're going to see those in the future on a regular basis every year?  

     MS. DIAZ:  Yes, we expect to have de-recognized assets on an annual basis. 

     MR. SHEPHERD:  But I'm saying the quantum that we have here, there is nothing particularly unusual about this?  This is sort of ordinary course; right?  

     MS. DIAZ:  Yes. 

     MR. SHEPHERD:  So this, then, is an increase in your revenue requirement that is driven by IFRS?  

     MR. BASILIO:  Well -- 

     MR. SHEPHERD:  Right?  

     MR. BASILIO:  In and of itself.  But of course, I would refer you to the many IFRS adjustments, and I think what might be instructive is to have a look at the table in Exhibit 6.  And it's eluding me at this -- somebody I'm sure will provide me with the reference that reconciles between CGAAP and MIFRS for 2011. 

     And I think what you would see is on par when you look at the difference -- the changes in OM&A and depreciation.  They actually net out pretty close to zero.  

     So you've got a variety of things going on under IFRS, and I think what I'm suggesting is you can sort of look forensically at components of the adjustments, and, well, this one went up and so ratepayers are adversely impacted, and this one went down and ratepayers are, you know, favourably impacted, but -- I was actually looking for the 2011 comparison when we actually transitioned.  That generally speaking, at transition, customers were largely left neutral as far as the impact.

So if we look at table 6-10, we would see that OM&A and loss on disposal in that year went up by $9.5 million, roughly, and depreciation went down by 10.3 million, for a -- in what looks like an overall net impact on pre-tax income of an actual decrease of about 782,000. 

     So if we're trying to analyze an aggregate, what did MIFRS do to earnings, regulatory earnings, pre-tax, that is the impact.  I am just trying -- perhaps clarifying with a bigger picture, as opposed to looking forensically at individual MIFRS CGAAP adjustments.

     MR. SHEPHERD:  Okay.  And that is all of my questions on this.  

     MS. HELT:  Thank you, Jay.


Is there anyone else, any other intervenors, who have further questions on this issue?  

     MR. SHEPHERD:  No OM&A questions?  


QUESTIONS BY MR. GARNER:

     MR. GARNER:  I do.  I just -- I am surprised by the quick stop of Mr. Shepherd, so I just need to take a look.


I have a question that actually came up in a different interrogatory.  And I don't need to even bring it up.  It is just a fairly straightforward question.  It is about your call centre. 

     Can you tell me, in 2013, how many calls your call centre gave?  Or could you undertake to provide that?

     MS. PARKER:  I can provide that.  Sorry, I can provide that now.

Our call centre receives approximately 300,000 inbound calls from customers annually.  

     MR. GARNER:  Okay.  Thank you.  The reason I ask is -- and this -- I don't mean to jump around.  The issue was actually up in the Issue 1, but it really went to OM&A, and it was in response to, I think, 1-VECC-64-TC. 

     And I believe in that response, your web self-service, you indicated in that response that part of the savings there was a reduction in call volumes of 170,000.  So that would be -- I mean, that would be about 50 -- you're expecting a 50 percent reduction in your calls from the call centre through that; is that a fair statement?  

     MS. PARKER:  We believe so, yes.  We have calculated our web self-service and resulting reduction in call volumes from three things.

One, it is a reduction in -- it's a direct reduction in...


[Witness panel confers]

     MS. PARKER:  We believe that every interaction with our customers that is completed through a self-service transaction results in an avoided call to our call centre.

     We believe that customers who self -- who also go on to our web to interact with our "My account", which is a direct ability for the customer to log in and view their bills and serve themselves online, results -- a percentage of those calls also result in avoided calls to our call centre. 

     And we also believe that a percentage of website views result in calls avoided to the call centre.

So just to correct my earlier statement, we don't believe that it is a direct reduction in our call volumes to date, but they are avoided calls to our call centre.  

     MR. GARNER:  Okay.  If that's the case, then perhaps I would just ask you to check your response on page 3 of 4 of that interrogatory, because -- I'll read it.  It says:

"Web self-service reduction in call volumes is the reduction in call volumes of 170,000 annually as of 2014, which has been estimated by the number of calls avoided by the call centre."

Et cetera.

So that seems to be saying exactly that you are getting 170,000 reduction from 300,000, I think is what you mentioned.

So maybe that is wrong, but I will let you consider that and perhaps -- if you need to correct the IR.

MS. PARKER:  We believe that we would have 170,000 additional calls to the call centre if it weren't for the investments made in our self-service.

MR. GARNER:  And why would that be?  Why would the investment in something be reducing the number of calls you would be getting anyways?  Why would more people be calling because you are investing in this?

MS. PARKER:  For example, one of our self-service options is move-in and move-out process that customers can complete on the web.  So now instead of calling into our call centre to complete that transaction, they can perform that directly on our web, avoiding a call to our call centre.

MR. GARNER:  Right.  I guess maybe you and I are talking at cross-purposes or I'm not understanding.

In 2013, 300,000 people transacted through your call centre.  Presumably the population of people transacting through your call centre in 2014 will be something in the order of 300,000.  Let's assume that is a normal year.

Does this web self-service -- putting it in place doesn't increase the number of transactions, presumably.  Presumably the population of transactions remains at 300,000 and this service moves some of those transactions from the call centre onto the website.

So I am still a little bit -- just want to confirm.  It says here that -- if you agree with what I just said, that the web self-service, you're saying, reduces that number of 300,000.  It takes away 300,000 and moves them over to -- or 170,000 over to or off the system.  Sorry.

MS. PARKER:  We have been tracking the number of customer contacts in general, which we can see is increasing year over year.

It's our position that customers are looking for more information than ever before, more detailed information.  They're looking to transact with us in different ways, and that these views to the website and through our self-serve are indeed additional transactions.

MR. GARNER:  Okay.  Let me move on to -- thank you.  I am glad I asked that question, by the way, since you seem so well prepared for it.

[Laughter]

MR. GARNER:  I want to move on now to a very different -- a different topic, and that is at 4-VECC-81-TC.

This has to do with the budgeting of storm, major storms.  And I bring this up for two reasons, but one of the reasons was this morning, as I recall, there was a conversation about re-openers, and someone, I believe, said something to the effect of something like storm damages, et cetera, off-ramps and re-openers, and that kind of surprised me at the moment, because I recalled this interrogatory and it seemed to me that, in fact, those costs are embedded in the application right now, or an assumption for it.

Maybe you could clarify how that works for me.

MR. BASILIO:  I misspoke.  I thought I clarified, but I misspoke this morning.  I used a poor example of storm expenses to try and illustrate the materiality concept.

Storm damage would fall under Z factor; it wouldn't be a re-opener issue.

MS. BUTANY-DeSOUZA:  Well, it is a re-opener issue, but we have identified Z factor -- the Board's regular Z factor parameters as part of the re-openers.

Mr. Basilio, in trying to provide Ms. Girvan with an example, started to go down the path of storm, but then retreated, but perhaps that wasn't made clear.

MR. GARNER:  I thought that might be the case.

MS. GIRVAN:  Isn't it still, though, the Board's Z factor criteria, you have included that as a re-opener?

MS. BUTANY-DeSOUZA:  Yes.

MS. GIRVAN:  But you have also forecasted --

MS. BUTANY-DeSOUZA:  But we weren't -- what we were trying to, I think, achieve this morning was:  What are the re-openers that Horizon is offering?  And Horizon was seeking a potential set of nine re-openers.  One of them is -- and those are listed in the pre-filed evidence.  

One of those elements was, yes, we recognize that as specified in the RRFE document of October 2012, the Board has held the Z factor element intact, and we had identified that in that list.

MS. GIRVAN:  But, sorry, isn't Mark's question really you're forecasting some storm damage costs, in addition to which you have a re-opener that could potentially deal with storm costs?

MR. GARNER:  It wasn't, but it was going to be, but that was the next step in that question, which is, yes, that seems to be the case.  You have already incorporated it into your forecast.

MS. BUTANY-DeSOUZA:  Right.  So maybe I will start, and then Ms. Lerette can follow up, as I don't purport to be the engineer or engineering background at all.

What I would offer is that, yes, we have included it in the -- in the plan.  The point about the Z factor is, okay, now if we are over and above, like, it is absolutely extraordinary and we're hitting it, then it is an issue.

MR. GARNER:  Okay.  I understand now.

Then what you have done, as I understand it, is you forecasted a number, and I believe it is $1.4 million.  Is that what is built into it, 1.4 and change?

MS. LERETTE:  It is 1.25.

MR. GARNER:  25.  And that is in excess of your actual experience for the past three years; is that correct?

MS. LERETTE:  Well, our past experience -- I think we answered that in an interrogatory.  This is capital.  You're talking about OM&A?

MR. GARNER:  Well, let's talk about both, since they're both relevant.

Are there two numbers that we're talking about here?  I thought there was only this capital expenditure number.  Do you have an OM&A number that is associated with these numbers?

MS. LERETTE:  In the response in part (b), it says that OM&A costs budgeted for three major storms are 1.25.  So that is the OM&A portion.

MR. GARNER:  Oh, that is where I got the 1.25?

MS. LERETTE:  Yes.  So that's the OM&A.  We're just showing that for history.  We can show you that in capital we have spent a million, half a million, 800,000.

But there is another interrogatory that shows our OM&A expenditure since 2011 as well.  I am just trying to lay my hands on it.

MR. GARNER:  While you're looking, I guess the real question was:  It seems in the response to this interrogatory or the technical one at 81-TC, you basically used -- you said:  I have on average two storms a year.

MS. LERETTE:  Mm-hmm.

MR. GARNER:  But for 2014, I am using three storms.

MS. LERETTE:  Right.

MR. GARNER:  Is there some reason to that?

MS. LERETTE:  So we have seen a gradual increase in storms year over year.  You know, at one time we had one storm a year.  Then we had two storms a year, and the last couple of years we have had two significant storms per year.

And I think we can all say we have seen an increase in weather-related events over time.  So we're forecasting that they're going to get worse, and so we forecasted for three storms.

MR. GARNER:  So the final question on this area, then, goes back to what Ms. Girvan was asking also, which is why you forecast anything if you have a Z factor for a storm.  Why would you incorporate any forecast for storms in your application?

[Witness panel confers]

MR. GARNER:  I mean, you have a Z factor for storms.  You have a Z factor at a materiality for something.

[Witness panel confers]

MR. BASILIO:  Mr. Garner, Z factors aren't limited to storm events, one.  Two, we have recurring costs, you know, that have become a component of our operating expenses that will recur -- we expect to recur on a regular basis.

What we have provided for is what we expect to occur on a regular basis as opposed -- I think "extraordinary" is starting to have a new definition in terms of where the climate is going in -- well, globally, but certainly in North America, and we have seen that.

Now, we have a permanent component or what we're suggesting is a permanent component of our cost structure.  And, you know, we would deal with, I suppose, the new extraordinary through a Z factor.

MR. GARNER:  Okay.  Thank you.  I have one other question, but I don't have a particular reference for it.  It arose, though, when I was reading these responses.

It has to do with incremental OM&A costs regarding smart meters.  And at the risk of incurring the wrath of your counsel, here is the question I have.  At some point in your evidence -- I'm sorry I don't have it, but I think you will know where it is -- you have a reference for about a $1 million-plus cost for smart meters.  

And I was trying at different places to try and understand that -- 

MS. GIRVAN:  I think it was in one of our interrogatories. 

MS. BUTANY-DeSOUZA:  Interrogatory or technical conference?  

MS. GIRVAN:  I think interrogatories. 

MR. GARNER:  It is also in your evidence, in your cost driver evidence.  I think if you look at your cost driver table you will find a number of $1 million and something or other, $1 million-plus in that thing.  

Here's what I'm wondering if you can help me with; either tell me where it is or produce for me.  What we generally are trying to find out is the incremental costs related to smart meters, and we have asked you some costs about IT. 

But what we sometimes ask is to use the USOA accounts that go with billing and collection and that to compare your pre-smart meter life and then your post-smart meter life, along with the offsets that you get, including lower meter-reading costs.

And I'm wondering if you can help us in any way to produce something that would show us your costs for billing, collection, meter-reading, post-and pre-smart-metering, so that we could understand the costs that are being driven by the incremental responsibility of dealing with smart meters.

Now, that 1.048 you have, or somewhere around that, seems to imply that is the cost, but it doesn't do things like net out meter reading or savings that you got.  It doesn't tell us how you got to that number.  

MR. RODGER:  So, Mark, are you essentially asking for a new cost study analysis of the whole smart meter program?  

MR. GARNER:  No, no.  Actually, nothing that dramatic.  What we're asking for is something -- that would be cool, though, and certainly revealing.  No, what we're really trying to do is understand how -- we acknowledge that there's going to be an incremental cost of running smart meters, as opposed to the world before you had smart meters.  There is IT costs that are incurred now that weren't there before, et cetera. 

But what we're trying to figure out is how you derive and what number you derive for the incremental cost of running that system inside your utility.  That is usually composed of the IT cost, primarily.  Netted out of that is the savings from your meter reading.  

[Witness panel confers]

MS. GIRVAN:  Mark, can I interject?

MR. GARNER:  By all means. 

MS. GIRVAN:  There's an interrogatory that we asked that said:

"Please explain the extent to which smart meters have reduced costs related to meter reading and billing.  Please identify where in the OM&A numbers these reductions, if any, have been reflected."

So that is CCC 34, under tab 4.

MR. GARNER:  Thank you, Julie.  I will take a look at it.  

That gives a verbal description.  What it doesn't do is take the cost driver amount that you've got and break that down into how that figure gets arrived at, which is maybe the simpler way to ask the question.  

MR. BASILIO:  Specifically, Mr. Garner, I'm looking at table 4-7.  

MR. GARNER:  In your evidence?  

MR. BASILIO:  In our prefiled evidence, and there is an amount identified as smart meter costs --

MR. GARNER:  Right. 

MR. BASILIO:  -- of 1.2-million. 

MR. GARNER:  Yes. 

MR. BASILIO:  You're asking for a breakdown of that number?  

MR. GARNER:  How that number is arrived at.  I don't have that in front of me, but I assume that is the cost driver table you're looking at, and so that would be the number.  

[Witness panel confers]

MR. GARNER:  And generally, as I said, what we see is we see an offset for meter reading against that.  You know, there is a number of incremental costs, and then there is some savings through the installation of the meter reading, and that gives you a sense of your incremental costs going forward.  

[Witness panel confers]

MS. BUTANY-DeSOUZA:  I'm sorry, Mr. Garner, and perhaps now it's me that's -- a little late in the afternoon, and not quite following where you're -- the question.

MR. GARNER:  No, I'm looking at the cost driver table.  There's a cost driver table.

MS. BUTANY-DeSOUZA:  We're not on the right table. 

MR. BASILIO:  Can we have the table reference?  

MR. GARNER:  Yeah, I am just looking for it myself, but...

It is part of the Board's filing requirements.  You put in a cost driving table, and it has an OM&A impact on it.  

[Witness panel confers]

MR. RODGER:  Try table 4-12, chapter 2, appendix 2-J-B, table 4-13, chapter 2.  

MS. HELT:  Perhaps if we can't reach a quick answer to this, it either be provided in a form of undertaking or we just deal with this at the end when Mr. Garner finds the appropriate reference, and we move on, just given the time. 

MR. GARNER:  I think that is a good idea.  I will find the cost driver table and be able to give you that reference and we can move on. 

MS. HELT:  All right.  Thank you.

Did you have any further questions, Mr. Garner?  

MR. GARNER:  No.  I do not.  Thank you.  

MS. HELT:  All right.  Then we will proceed with the -- I believe that was it for the fourth issue, OM&A.  Next is PILs.  Any takers for PILs?  

MS. GIRVAN:  It's a riveting topic. 

MS. HELT:  I think so.

Then the next issue is the sufficiency and deficiency.

MR. AIKEN:  Yes.  If you're talking about Exhibit 6?  

MS. HELT:  Yes. 

QUESTIONS BY MR. AIKEN:

MR. AIKEN:  My question will be two-fold.

Can you provide updated revenue requirement work forms to reflect any changes and/or corrections that you have made?  For example, the working capital allowance, I think, is now lower than the original forecast.  So a revenue requirement work form for each of the years, along with the tracking sheet showing the changes that you have made.

Another one would be the CDM forecast change that you're proposing, and the tracking sheet would say, you know, what interrogatory response this change is based on.

And then the second part would be to redo the cost allocation, not only based on any change in the revenue requirement, but also on any changes that may come up later in a discussion as to what costs should be allocated to specific customers.  

MS. BUTANY-DeSOUZA:  Can I -- I'm sorry, I was conferring at the same time as you were asking the tail end of the question.  Do you mind repeating the last part?  I heard the beginning, cost allocation. 

MR. AIKEN:  Yeah, the cost allocation -- I know Bill is going to have some questions on things like, you know, why there isn't depreciation allocated to the large-use 2 class. 

So assuming that they should be allocated some of those costs, can you redo what the -- essentially what the rates that come out of this?  Because now we're going to have less of an amount shifted from the large-use to the other rate classes.  So obviously the rates are going to be different. 

And we need that kind of as a starting point for the settlement.  Yeah.

MS. BUTANY-DeSOUZA:  Yes.  So the answer is...

[Witness panel confers]

MS. BUTANY-DeSOUZA:  Yes, we can do it.

MS. HELT:  All right.  So that will be Undertaking TCJ1.10.

UNDERTAKING NO. TCJ1.10:  TO PROVIDE UPDATED REVENUE REQUIREMENT WORK FORMS TO REFLECT ANY CHANGES AND/OR CORRECTIONS MADE FOR EACH OF THE YEARS, AND REDO THE COST ALLOCATION BASED ON ANY CHANGES IN REVENUE REQUIREMENT AND CHANGES AS TO WHAT COSTS SHOULD BE ALLOCATED TO SPECIFIC CUSTOMERS, AND CUSTOMER BILL IMPACTS.
MS. HELT:  Are there any further questions with respect to Exhibit 6?

QUESTIONS BY MR. SHEPHERD:

MR. SHEPHERD:  Yes, I have a couple.  The first is on SEC-81-TC.  I have two questions on this.

The first is:  You've ranked Horizon 25th on residential revenue per customer and 27th on GS under-50 revenue per customer and 43rd on GS over-50 revenue per customer;
can you provide those spreadsheets?

MR. BASILIO:  The vice president of business development, Neil Freeman, put that information together.  I'm not sure that he is -- I don't know that he actually prepared spreadsheets underlying this analysis or exactly how it was derived.  So I could take an undertaking, but I'm not actually sure of the source documentation for which he provided these.

MR. SHEPHERD:  I just didn't want to have to replicate it and waste the time if he has already done it.  If he hasn't already done it, just tell me and I will do it myself.

MR. BASILIO:  We will take the undertaking and we will advise whether he's done it or not.

MR. SHEPHERD:  Thanks.

MS. HELT:  That will be Undertaking TCJ1.11.

UNDERTAKING NO. TCJ1.11:  TO PROVIDE SPREADSHEETS, IF PREPARED, RE: SEC-81-TC. 

MR. SHEPHERD:  Then the second question on this, you were asked in this about comparative vintage.  You're talking about your aged infrastructure, aging infrastructure.

And we asked, well, how does your -- how do your asset vintages compare to other LDCs?  And you say you don't have any information.

How do you benchmark your -- cap your system renewal spending if you don't have comparative vintage information?

[Witness panel confers]

MS. LERETTE:  So we wouldn't have any comparative data on other utilities' assets, but I think one of the benchmarks in the OEB Yearbook is capital expenditures per kilometre of line.  There's a few benchmark measurements in there, but we wouldn't be privy to other utilities' vintage information.

MR. SHEPHERD:  You have your own vintage information, because when you did the conversion to IFRS you had to vintage everything; right?

MS. LERETTE:  And our asset condition assessments provided us vintage.

MR. SHEPHERD:  It is already in your ACA; right?

MS. LERETTE:  Mm-hmm.

MR. SHEPHERD:  Yes.  Okay.  Then the other question I had on No. 6 is SEC-82-TC.

KPMG provided you with advice on some IFRS issues, and, you know, we've dealt with KPMG lots in these utility cases and I have never actually seen them ever do anything without a PowerPoint.  So I don't understand how there could be no written material on this.

MS. DIAZ:  Sorry, I can confirm.  I did confirm with KPMG that they did not provide Horizon with any written material.

MR. SHEPHERD:  Okay.  That's all the questions I have on 6.

MS. HELT:  Any other questions with respect to Exhibit 6?  All right.

Then we will move on to Exhibit 7, cost allocation.  Bill, do you want to proceed first?

QUESTIONS BY MR. HARPER:
MR. HARPER:  I will start off.  The first question I've got is with respect to VECC 84 TC.

MS. HELT:  All right.  Just let the Horizon witnesses get organized.

MR. HARPER:  Open your binders. 

MS. ARSENEAU:  We're ready now.

MR. HARPER:  Okay.  Actually, the first question was fairly easy.  I guess in VECC-84-TC we had asked you about, you know, if you were trying to end up with certain status quo ratios in 2006 or 2007 -- 2016 or 2017, sort of, what might some of the earlier starting ratios have to be.  

I wanted to make sure that the responses you have given here are based on the earlier cost allocation model without any changes to include the additional depreciation that Mr. Aiken had made reference to just a few minutes ago.

MS. ARSENEAU:  That's correct.

MR. HARPER:  I'm not asking for an update.  I just want to understand the basis on which these are done.  Thanks.

Next one, if you could go to VECC-85-TC, I guess maybe I wasn't too clear in the purpose of my question here.

You confirmed that you consider a daisy chain to be any serial connection that involves more than one street light, sort of thing.  That is called a daisy chain, and that is treated as one connection?

MS. ARSENEAU:  In the cost allocation model, yes.

MR. HARPER:  Correct.  That's regardless of whether sort of the conductor that's, you know, performing that daisy chain connection is owned by the City of Hamilton or is owned by Horizon.  You call it one connection regardless of who owns the conductor that is connecting the individual devices on the daisy chain; is that correct?

MS. LERETTE:  If I could answer that, so typically if it's a street light daisy chain connection, it would be one connection.  All the connectors would be owned by the City of Hamilton or the City of St. Catharines, if it is in that case. 

If it is a Horizon-owned conductor, it is typically a one-to-one connection, because the connectors along the street serve more purposes than just street lighting.

So there would be a one-to-one connection in that case.

MR. HARPER:  I think you answered both of my questions, because I was trying to confirm that -- you know, I just wanted to make sure that it was only in the cases where someone other than Horizon, such as, let's say, the City of Hamilton, owned that connecting conductor that you defined as a daisy chain.

Am I correct you just defined it as the case?

MS. LERETTE:  Yes, that's right.

MR. HARPER:  Okay.  Fine.  It wasn't too clear from the original IR response that that was the way you were approaching it.  I just wanted to make sure that was the case.

Can we go to VECC-86-TC?  I guess the first thing is here we were asking you about the weighting factors for billing and collecting.  Am I correct that actually the response, which starts off saying the weighting factor for services, that should really read the weighting factor for billing and collecting as opposed to services there?

MS. LERETTE:  That's correct.

MR. HARPER:  Okay.  And the second thing was you stated here that your response states that the weighting factor is based on number of bills; correct?

MS. LERETTE:  That's correct.

MR. HARPER:  However, if I actually look at your response to -- and I believe it was Energy Probe 53, you start off with the weighting factor based on number of bills, and then you make certain adjustments to that in order to come up with your final weighting factor; is that not correct?

MS. ARSENEAU:  There are rounded percentages within the calculation.

MR. HARPER:  But really --

MS. ARSENEAU:  But the percentages are originally computed based on the number of bills.

MR. HARPER:  I got the impression from the response that the adjustments between classes was more than just rounding.  You were trying to account for other factors besides just rounding.

And maybe you could turn up Energy Probe...

It was when I was reading the footnotes at the bottom of the page, it left me with the impression that the adjustments were more than just rounding.  They were adjustments for things like the level of effort required for different types of customer classes.  It was also taken into account in making the adjustments. 

You increased to capture the manual calculation involved in preparing certain bills, which sounds to me to be more like just rounding adjustments, making adjustments for things -- for the fact that it is not all equal across classes. 

MS. ARSENEAU:  Slightly more than just rounding, yes, but predominantly just rounding.

MR. HARPER:  So that I guess what was striking me was if it is more than just rounding -- maybe just to be clear from the original question I asked, is there any -- is there any savings to Horizon by the fact that the IESO does the data verification for the smart meter data that's collected for the residential and GS less-than-50 customers, whereas I assume that for GS greater-than-50 customers that data verification has to be done 100 percent by Horizon before you would issue a bill?

MS. CAMPBELL:  So we have automated processes in place as part of our -- I guess part of our verification of our data that comes in.  For our over-50 customers and our residential it runs through our CIS.  So there wouldn't be any savings.  There wouldn't be any savings from the IESO doing this work.  We actually run it through our CIS as well.

MR. HARPER:  So we're paying the IESO for something that you do anyways?  That is just a facetious comment, but you don't have to answer that. 

MS. CAMPBELL:  I won't comment on that. 

MR. HARPER:  No, you don't have to comment on that.  That is just my observation.

Let me see.  Actually, the last question I had was on -- I only have one more.  It is on rate design on section 8, but if I could finish that off now, and that would finish me off.  If you go to the very last question, which is VECC 92?  

MS. ARSENEAU:  TC?  

MR. HARPER:  TC-92, correct.  Here we were asking you about some inconsistencies in the original evidence between the kilowatt quantity used for the GS greater-than-50 class in various tables, and you indicated that the value used in the original table 18 through, I guess, the other years as well was incorrect, and you provided a revised version of the table here?

MS. ARSENEAU:  That's correct. 

MR. HARPER:  And I guess what I was curious about was the kilowatt value changed, but the rate in the last column didn't change at all.

MS. ARSENEAU:  Yes.  The reason for that is the kilowatts in that table were being backed into, but not properly adjusting for the impact of the transformer ownership allowance. 

So we've provided this table with the correct kilowatts, but the rate didn't change.  The kilowatts are what was being calculated in that table, if you will.

MR. HARPER:  Okay.  Fine.  So this table itself wasn't the spreadsheet that calculated the rate?  That was done elsewhere?

MS. ARSENEAU:  That's correct. 

MR. HARPER:  Okay.  Fine.  No, thank you.  Those are all my questions, thanks. 

MS. HELT:  Thank you, Mr. Harper.

Mr. Aiken, do you have questions that you would like to ask now?  

QUESTIONS BY MR. AIKEN:
MR. AIKEN:  I have just one question on rate design, and it is 8-ENERGY PROBE-78-TC.  And it is a very simple question.

The response to part (a) says:

"In attachment 1, Horizon Utilities provides all of the information used..."

Et cetera, et cetera. 

Where can I find attachment 1?  Because I couldn't find it.  

[Witness panel confers]

MR. AIKEN:  I wasn't sure if you were referring to

attachment 1, to something else, or whether I was missing the attachment to this response.

[Witness panel confers]

MS. HELT:  If you are having difficulty locating it again, perhaps we can take it as an undertaking, in the interests of time.  

MR. BASILIO:  It's right here.

[Laughter]

MR. AIKEN:  Can I have it?  

MR. SHEPHERD:  You couldn't read it from there?  

MR. AIKEN:  No.  

MR. RODGER:  It was missed in the file. 

MS. HELT:  All right.  Great.  So that attachment 1 will be circulated to all parties electronically.  Great.  And filed. 

MR. SHEPHERD:  Should that have an undertaking number?  

MS. HELT:  Why don't we give it an undertaking number?  TCJ1.12. 

UNDERTAKING NO. TCJ1.12:  TO CIRCULATE ATTACHMENT 1 TO EP-78-TC.
MS. HELT:  And that is to circulate attachment 1 to -- which question was it, Randy?  It was -- all right.  EP-78-TC.  Thank you. 

Ms. Grice, you have a couple of questions?  

QUESTIONS BY MS. GRICE:

MS. GRICE:  I do.  Thank you.  

The first one is related to a Board staff interrogatory.  So it was the first round of interrogatories.  It is 8-STAFF-33, part (b), and it has to do with the increases in 2016 and 2017 for the large-user class.

And it says that it is the result of capital work to be completed on a transformer station that is a dedicated asset that is directly related to the LU(2) class, and that the LU(2) customers are aware that because they are served using dedicated assets that are directly allocated to them, all costs associated with those dedicated assets will be fully incorporated into rates, and I just wanted to clarify if you have specifically had discussions with the four members in the large-user 2 class about that capital work being proposed over that time frame?

MS. ARSENEAU:  Yes.  Yes, we have.  

MS. GRICE:  Okay.  I just wanted -- 

MR. SHEPHERD:  Can I ask a follow-up to that?  Where would those costs go if you didn't have a dedicated LU(2) class?  

MS. BUTANY-DeSOUZA:  To the whole large-user class. 

MR. SHEPHERD:  It would still be large-user; right?  It wouldn't go to anybody else?  That's what I'm asking:  Would they go to the pool and everybody bears them?  

MS. BUTANY-DeSOUZA:  Sorry, I am being corrected as we speak.  It would be in the general pool. 

MR. SHEPHERD:  So large-user would take their share of those costs, based on -- 

MS. ARSENEAU:  Based on how they flow through the cost allocation model, but in the absence of directly allocated cost, without a directly allocated rate class, there would not be any directly allocated costs to that class.

MR. SHEPHERD:  And do you know what the billing determinant -- or what the cost allocator is for that?  

MS. ARSENEAU:  Not off the top of my head.  

MR. SHEPHERD:  12 CP, perhaps?  

MS. ARSENEAU:  Sounds about right. 

MR. SHEPHERD:  Bill knows everything.

[Laughter]

MR. SHEPHERD:  Okay.  Thanks.  

MS. GRICE:  Okay.  And then I just --


MS. HELT:  Ms. Grice?

MS. GRICE:  -- I just have one last clarifying question, and it is from the evidence.  It is Exhibit 8, tab 1, schedule 2, page 2, and on --

MS. BUTANY-DeSOUZA:  Ms. Grice, can you repeat that again slowly?

MS. GRICE:  Sure.  Going a bit slower?  

MS. BUTANY-DeSOUZA:  Yes. 

MS. GRICE:  Sure.  Exhibit 8, tab 1, schedule 2, page 2.  

MS. BUTANY-DeSOUZA:  Exhibit 8, tab 1.  

MR. BASILIO:  Tab 1, schedule 2, page...

MS. BUTANY-DeSOUZA:  2.

MR. BASILIO:  2?

MS. GRICE:  And then I just want to clarify.  I am looking at tables 8.3 and 8.4.  And if you compare the fixed rates between the two tables as a percentage from what was approved in 2011 versus what is being proposed over the time frame 2015 to 2019, most of the percentages are pretty consistent with what was happening in 2011 except for the large-user 1, which is going from about 50 percent fixed, and it is increasing to -- by about 20 percent. 

And below you have an explanation.  And I just wondered if you could just take me through it.  I just want to make sure I understand the increase of 20 percent from 2011 to 2015. 

MS. ARSENEAU:  So in order to provide a comparison to 2011, we've restated the fixed and variable components of the 2011 Board-approved rates for the existing large-use customers as if there had been the distinction between what we've proposed as the LU(1) and LU(2) customers. 

So on a prorated basis, approximately 70 percent of the costs are fixed for the large-use 1 customers if you simply take those customers, the demand associated with them, and apply the rates as at 2011, and conversely the same calculation for the LU(2) customers.

So as you can imagine, as your demand is higher, you have a larger component of your variable revenues as opposed to your fixed revenues.


MS. GRICE:  Okay, okay.  Thank you.


MS. HELT:  Any further questions, Ms. Grice?


MS. GRICE:  That's it for me.


MS. HELT:  All right, thanks.  Mr. Shepherd?


QUESTIONS BY MR. SHEPHERD:


MR. SHEPHERD:  I have one.  From SEC-84-TC, you provided volumetric rates for 2015 to 2019 for GS over-50 on the basis of maintaining the fixed charge at 302.77.


My question is:  Are these volumetric rates corrected for the volumes that you have in VECC-92-TC?


MS. ARSENEAU:  They were calculated using the correct rates, so they were using the corrected volumes from 92.


MR. SHEPHERD:  The fact that the volumes changed was irrelevant to these as well?


MS. ARSENEAU:  That's correct.


MR. SHEPHERD:  Okay.  Thank you.  That's it.


MS. HELT:  All right.  Board Staff, do you have questions with respect to this issue?


QUESTIONS BY MR. CLARK:

MR. CLARK:  I have one.  Going to STAFF-62-TC, where I am asking about the costs that were directly assigned with respect to LU(2), in the response to (b) it implies that if you have to replace facilities, then there are no contributions.


Specifically, then, let's look at, as Ms. Grice brought up, our interrogatory and the response to the interrogatory with respect to the increases in the rate going forward.  You say that is because new facilities are put in place for them.  


Was there any contribution on those, or do you not collect contributions on replacement facilities?


MS. ARSENEAU:  No, not on replacement facilities.


MR. CLARK:  So there is no contribution to offset the future costs?


MS. ARSENEAU:  No.


MR. CLARK:  Okay.  Thanks.


MS. HELT:  Mr. Brett, do you have any questions on this issue?


QUESTIONS BY MR. BRETT:


MR. BRETT:  I have some questions which unfortunately I didn't get -- although your counsel had them and you may have seen them today, your counsel got them this morning.  You got them this morning, I guess.


Unfortunately, they didn't get in the system on Friday.  My suggestion would be, given the hour -- and I would be quite amenable to this -- if you wanted to answer these questions by simply giving an undertaking, I would be happy with that, because these may -- these questions are -- some of them are simple, but some require a bit of thought, and it is not going to be sort of a two-minute or five-minute operation.


MS. HELT:  So if I understand correctly, Mr. Brett, you are asking that the technical conference questions that you had prepared but had not filed on the required date, if Horizon would be prepared to provide you with an undertaking to give you a written response to those particular questions?


MR. BRETT:  Right.

[Witness panel confers]


MR. BRETT:  I mean, I am quite willing to do the alternative, but I just think it might be more convenient --


MS. HELT:  No, I agree with you in terms of the timing.  I understand from Ms. Forbes that they can only -- the court reporter can only stay till 6:00 in order to ensure that you will get a transcript of this completed today.


MS. BUTANY-DeSOUZA:  So I have the BOMA technical questions in front of me.  Can the response be "sort of"?  So we're willing to give the responses to your 7 and 8, so BOMA 7, BOMA 8, verbally.


MR. BRETT:  Right.


MS. BUTANY-DeSOUZA:  We could articulate those right now.  Ms. Campbell and Ms. Parker are more than willing to provide those responses.


MR. BRETT:  Right.


MS. BUTANY-DeSOUZA:  That might be quite quick.


For the preceding questions to that, so 1 through 6 -- yes, 1 through 6 -- Ms. Lerette and Mr. Butler would prefer to take an undertaking -- 


MR. BRETT:  Right.


MS. BUTANY-DeSOUZA:  -- to provide those.  Would that be suitable?


MR. BRETT:  That's fine.  If you could answer 7 and 8 now, that's great.


MS. HELT:  And the remainder will be undertaking TCJ1.13.

UNDERTAKING NO. TCJ1.13:  TO PROVIDE RESPONSES TO QUESTIONS 1 THROUGH 6 OF BOMA IN WRITING.

MR. BRETT:  Right.  So if you just want to go ahead and answer them, I don't have to -- unless you want me to read out the question first.


MS. CAMPBELL:  Maybe I will read out just to clarify.  So:

"How many professional energy managers does Horizon have?"


MR. BRETT:  Right.


MS. CAMPBELL:  We currently have four -- or, pardon me, five energy managers and one vacant position.


MR. BRETT:  Okay.  Thank you.


MS. CAMPBELL:  And:

"How do they initiate contact with customers, and how many customers is each responsible for?"


So initiation with customers happens in a number of ways, but typically it is cold calls or referrals would be the first contact, but we go through and do a bit of a segmentation process so that when we're contacting our customers, we have, like, sorts of businesses, so some vertical marketing segmentation to do the contacts with.


And each of our energy managers has anywhere from ten to 12 customers that they are working with on an ongoing basis, but they will have ad hoc requests as well.  So if a customer comes to us -- 


MR. BRETT:  Right.


MS. CAMPBELL:  -- and looking for some additional help, we will assign them to one of our energy managers, as well.


MR. BRETT:  Okay.  Thank you.


MS. CAMPBELL:

"Are the customer service representatives the same in the energy professional managers, or are they two separate groups?"

They are separate groups.  Our customer service representatives are primarily -- are representatives that answer all incoming calls that come into the utility.  So they are trained to basically answer all questions that come at them or refer to wherever they need to, but it is a separate group under the customer services group.


MR. BRETT:  Thank you.


MS. CAMPBELL:  And:

"How is 'large-user' defined for the purposes of determining who receives a letter explaining the need for rate changes?"


This was a reference on page 18.  So -- pardon me, page 13.  So typically rate changes on an annual basis or ongoing rate changes, our large users are defined by our 5-megawatt customers, so the actual definition of a large user.


For the purposes -- rate class, thank you, Indy.  But for the purposes of this application and the notifications, we also included some key accounts in that grouping as well.


MR. BRETT:  Sorry, could I just ask you to repeat that?  I didn't get that.


MS. CAMPBELL:  For the purpose of this application, we also included in our large users, for notification purposes, some of our key accounts, so some of our national accounts and chains.


MR. BRETT:  How many would that be in total, roughly, would you say, in this case?


MS. CAMPBELL:  Probably approximately seven or eight.


MR. BRETT:  Okay.  So seven or eight, plus everybody over 5 megawatts?


MS. CAMPBELL:  That's correct. 


MR. BRETT:  Okay.  Thank you.  That's it.


MS. CAMPBELL:  Thank you.


MS. HELT:  Mr. Garner, you're looking over this way.


MR. GARNER:  Well, if I am the last, I do have one thing.


MS. HELT:  Yes.  And this is with respect to -- I guess we've commented on or questions have been asked on cost allocation and rate design.


We still have deferral accounts as well.  So does anyone have anything further, first of all, on cost allocation or rate design?  Ms. Grice?


MS. GRICE:  I just had one quick thing.  I wondered if we could expand Randy's undertaking with respect to revenue requirement work forms and cost allocation to include customer bill impacts?  That would just naturally flow out of that.


MS. ARSENEAU:  Yes.


MS. GRICE:  Thank you.  Thank you.


MS. HELT:  That was Undertaking TCJ1.10, just for your reference. 


So if there are no further questions, cost allocation and rate design, I know Staff has a couple of questions on deferral accounts, or just one, but you go ahead, Mr. Garner.


QUESTIONS BY MR. GARNER:

MR. GARNER:  Well, I have one question.  It is regarding the smart meter thing.  I think what I will do is read the question into the record, because I think you would have to do it by undertaking.  Then you can decide whether in fact you are willing to do that.


I did find a reference -- it wasn't the one I was looking for -- at Exhibit 4, tab 2, schedule 3, table 4-19.  There is a figure there in 2011 of $1.180 million related to smart meter costs.  


The first question is:  Are those incremental, ongoing smart meter costs?  If the answer is no, then the question would be:  Well, what are the incremental, ongoing smart meter costs for 2014?  And by "incremental" I mean as compared to the pre-smart meter implementations.


If it is the incremental costs, then could you provide a breakdown of that cost specifically to answer the question of:  Does that cost net out the smart meter reading savings that you provided in 4-ENERGY PROBE-35?

So the purpose, just so you understand -– now, that is the question.

MS. HELT:  Yes.  I don't know if, Horizon, if you want to give an undertaking, or if you want to give an undertaking to consider the question and provide an answer?  

     MS. BUTANY-DeSOUZA:  An undertaking to the undertaking?

MS. HELT:  Yes.  All right.  Then that will be TCJ1.14. 

UNDERTAKING NO. TCJ1.14:  TO EXPLAIN WHETHER THE

$1.180 MILLION RELATED TO SMART METER COSTS ARE THOSE INCREMENTAL, ONGOING COSTS, AND IF NOT, TO PROVIDE INCREMENTAL, ONGOING SMART METER COSTS FOR 2014 AS COMPARED TO BEFORE SMART METER IMPLEMENTATION, OR TO EXPLAIN WHY THIS CANNOT BE PROVIDED.
     MR. GARNER:  Thank you.  

     MS. HELT:  All right then.  Mr. Clark?

     QUESTIONS BY MR. CLARK: 

     MR. CLARK:  Thank you.  I was hoping Mr. Garner would go last.  I don't like being the last man standing between you and a cold one.  I guess...

     MS. HELT:  That was poor. 

     MR. CLARK:  I want to turn to 9-STAFF-64-TC, and my concern here is the allocation of a fixed cost into the RCVA.  What are the fixed costs you're allocating?  

     MS. BLACKWELL:  Sally Blackwell.  So the fixed costs we're allocating are incremental costs, and they are costs that are incurred solely for the purposes of administering retailer accounts. 

     So we have software licence fee, a portion of which is fixed.  And by "fixed" we mean that it doesn't change with the activity level of retailer transactions, and it also doesn't change with the number of customers with retailers.  That is what we meant by "fixed."

But it is definitely an incremental cost, in terms of providing retailer services.  

     MR. CLARK:  And how do you allocate them?  I know you have a fixed cost for software.  And you referred to it as the costs are incurred because of the customers.  Is it the total fixed cost, or do you spread it over -- are those costs also incurred for those that are on RPP and so on, and --

     MS. BLACKWELL:  No, the software costs we're referring to are solely for the software related to retail services. 

     MR. CLARK:  Okay.  Thank you. 

     MS. BLACKWELL:  You're welcome.  

     MS. HELT:  Are there any further questions from any of the parties?  No?  Then one question for Horizon with respect to the undertakings.  There are 14 of them listed, but some of them have a few component parts.  Do you have any idea when you think you might be able to provide responses to the undertakings?  

MS. BUTANY-DeSOUZA:  So I guess a couple of questions.

First, on the very last undertaking from Mr. Garner, we undertook to consider whether we would provide it.  So we would get back to you on that. 

     On the undertaking related to TCJ1.10 related to the revenue requirement work form-related bill impacts, I know that we need those prior to settlement -- prior to the -- prior to beginning the ADR, which commences next week. 

     MS. HELT:  Yes. 

     MS. BUTANY-DeSOUZA:  So I am just wondering whether those are on separate time lines, but also to Mr. Shepherd, we had undertook to get back to him regarding TCJ1.11, so 1.11, related to whether Mr. Freeman had the spreadsheets that rank us as 25th.  So we had undertaken to check with Mr. Freeman.  So certainly we will do that, and then obviously if we have it we will provide. 

     All that being said, on the bulk of these undertakings I would offer that we would have them by the end of the week.  As you know, I suspect where you're going to go next, Ms. Helt, is a discussion on the Issues List. 

     MS. HELT:  Correct. 

     MS. BUTANY-DeSOUZA:  Which, given the time, we likely aren't able to achieve -- well, I don't know, but I am estimating that perhaps we can't achieve that today, and so perhaps we're back tomorrow, and then the Issues Day for many of Horizon witnesses is on Thursday.  So we're otherwise occupied.  So I am wondering if Friday works?  

     MS. HELT:  I think that is acceptable.  The settlement conference is set to commence next week, so that gives a few days beforehand. 

     MS. BUTANY-DeSOUZA:  Right.  It is next Wednesday.  So I would offer if there is regular business days there, that you will have all of the undertakings in hand.  

     MS. HELT:  Certainly.  And if there are problems with respect to any of these, you can just let me know and we can inform the parties, so...

     MS. BUTANY-DeSOUZA:  Thank you. 

     MS. HELT:  With respect to the Issues List, I don't know if we have to talk about this on the record at this time.  So we will go off-air, and then we will just chat about that for a minute.

Thank you, everyone.


--- Off-record discussion re:  Issues List. 


--- Whereupon the technical conference concluded at 5:50 p.m.
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