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Wednesday, September 3, 2014

--- On commencing at 10:01 a.m.


MS. LEA:  Good morning, and welcome to the technical conference for Hydro One Brampton.
Appearances:

I wonder if we can take appearances as a preliminary thing.  My name is Jennifer Lea and I'm here with Martha McOuat for Board Staff.

MS. FRASER:  Marion Fraser, representing BOMA Toronto.


MR. ENGELBERG:  Michael Engelberg, counsel for --


MS. LEA:  You will need your mic, Michael.  Yes, that's the other thing.  These mics are tricky partly because if your neighbour presses the button, it turns you off, on.  So be cautious about that.  So, Michael, with your neighbour's assistance, your name again?


MR. ENGELBERG:  Michael Engelberg, counsel for Hydro One Brampton Networks Inc.


MS. LEA:  Thank you.  Do you wish to name your clients here or leave that to them?


MR. ENGELBERG:  I'm going to leave that to them, because we have a whole array.


MS. LEA:  I can see that.  So let's move along the array, please.


MR. PAVLOV:  Good morning.  I'm Tim Pavlov, regulatory project coordinator.


MR. GAPIC:  Good morning.  Dan Gapic, Hydro One Brampton, regulatory affairs.


MR. MILLER:  Good morning.  Scott Miller, Hydro One Brampton, director regulatory affairs, communications.


MR. VILLET:  Good morning.  Marc Villet, vice-president finance and administration.


MR. BOND:  Good morning.  Doug Bond, director of customer service and administration.


MS. DINIS:  Good morning.  Ana Dinis, controller.


MS. CAVANAUGH:  Good morning.  Laurie Cavanaugh, acting manager of HR and strategy.


MR. WASIK:  Good morning.  Tom Wasik --


MS. LEA:  The neighbour effect.


MR. WASIK:  Good morning.  Tom Wasik, manager of engineering.


MR. MATHER:  Good morning.  Greg Mather, operations manager.


MR. MORIN:  Good morning.  Paul Morin, manager of lines and fleet.


MS. LEA:  Thank you.  We move to the back.  Mr. Garner.


MR. GARNER:  Mark Garner, consultant with VECC.


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


MR. HARPER:  Bill Harper, consultant for VECC.  And Randy Aiken also asked me to mention he is next door at the Union hearing, but he will be here on behalf of Energy Probe later on.


MS. LEA:  Thank you.


MS. SELIVANOVA:  Good morning.  It's Olga Selivanova, regulatory affairs, Hydro One Brampton.


MS. YAN:  Good morning.  My name is Angela Yan, regulatory affairs.
Procedural Matters:

MS. LEA:  Thank you all very much.  I don't think we have any preliminary matters.  Mr. Engelberg or Michael perhaps -- we're usually pretty informal here -- do you have any evidence or anything that you want to bring forward?  If not, I'll begin with assigning exhibit numbers to what you have handed out.


MR. ENGELBERG:  I don't.  Everything has been taken care of.  Thank you.

MS. LEA:  This morning intervenors and Staff were presented with written answer to questions that they had sent in in accordance with the procedural order.  So we have been taking some time to have a look at those answers.


I think it would be beneficial to give exhibit numbers to the documents that we received, and for anyone who is reading the transcript you will need to look at the written exhibits, as well as this transcript, to get a full indication of what Hydro One Brampton is seeking to have on the record as a result of this technical conference, as I understand it.


Now, I'm going to start numbering the exhibits in the order these were handed to me, and I may need some assistance from Michael as we go.  So the first one that came to my hand is labelled "OEB Staff Technical Conference Questions".  In the other cases I've worked on, we give the prefix "TC" to these exhibit numbers so we know we're talking about technical conference exhibits.  So this would be TC, and I'm going to call it 1.1 for the first day of the technical conference and the first exhibit, even if we don't have a second day.  Is that all right with everybody?  Everybody is happy with that?  All right.  So OEB Staff Technical Conference Questions, TC1.1.


Does the reporter have a copy of these questions?  I think it might be beneficial if a copy were provided.  Then when someone reads from it, it's easy for us to -- do you have extra copies?  If not -- okay.


And Staff would like one full copy just for the Board secretary's office, if possible.  So OEB Staff Technical Conference Questions, TC1.1.
EXHIBIT NO. TC1.1:  DOCUMENT LABELLED "OEB STAFF TECHNICAL CONFERENCE QUESTIONS"


MS. LEA:  The second one that comes into my hand is SEC technical conference questions, so that will be TC1.2.

EXHIBIT NO. TC1.2:  SEC TECHNICAL CONFERENCE QUESTIONS.


MS. LEA:  Now, there was an attachment -- I believe it's an attachment to something -- entitled "Hydro One Business Plan Instructions, version 2.0".  Can someone inform me as to which set of answers this belongs to?  If the green light is on, you're probably on.


MR. MILLER:  That was in response to SEC.


MS. LEA:  Can I suggest, then, that this separate document, because it's stapled separately, is going to be TC1.2, attachment A.  So we've got TC1.2 as SEC technical conference questions, and the Hydro One business plan instructions, version 2.0 is TC1.2, attachment A.
EXHIBIT NO. TC1.2-ATTACHMENT A:  DOCUMENT ENTITLED "HYDRO ONE BUSINESS PLAN INSTRUCTIONS, VERSION 2.0".


MS. LEA:  The next item that came to my hand is Energy Probe technical conference questions, so that will be TC1.3.
EXHIBIT NO. TC1.3:  ENERGY PROBE TECHNICAL CONFERENCE QUESTIONS.


MS. LEA:  Is there any attachment -- I don't think so -- to that one?  The next one that is in my pile is the VECC technical conference questions, so that would be TC1.4.
EXHIBIT NO. TC1.4:  VECC TECHNICAL CONFERENCE QUESTIONS.


MS. LEA:  Then we have the BOMA technical conference questions, TC1.5.

EXHIBIT NO. TC1.5:  BOMA TECHNICAL CONFERENCE QUESTIONS.


MS. LEA:  And I understand that a set of charts that was handed out is an attachment to this exhibit; is that correct?


MR. MILLER:  That is correct.


MS. LEA:  Thank you.  TC1.5, attachment A.
EXHIBIT NO. TC1.5-ATTACHMENT A:  SET OF CHARTS.


MS. LEA:  Those are the documents I have before me.  Is there anything I've missed?  Hearing nothing, then I would ask what intervenor wishes to begin, and also invite anybody who is sitting presently at the back and wishes to question witnesses -- there's lots of room at this table -- to come on up and ask your questions from here, if that's of assistance.


Who wishes to begin?
HYDRO ONE BRAMPTON NETWORKS INC. - PANEL 1
Questions by Mr. Garner:


MR. GARNER:  In the absence of anyone volunteering, Mark Garner for VECC, I will do that and at least in a preliminary manner.  In fact, in the absence of Mr. Aiken, I may actually ask a couple of questions regarding the responses you've given to him.


My first one would be -- this is in TC1.3, the answer to 1-Energy Probe-50TC.  And in that response, you were asked what your 2013 OM&A approved budget was, and your response was 24.679 million.


My question to you is I note in that year you actually spent 23.43 million, and I don't have the reference in front of me.  I hope you'll take that as under check or whatever.


My question is -- that's a $1.2 million difference, which is fairly significant.  Does anyone on the panels have an idea as to why there was a significant difference between the budget approved in 2013 and the amount actually spent?  It's about a 1.2 million on a $23 million budget.


MR. MILLER:  Mr. Villet will respond to that inquiry.


MR. VILLET:  It is a combination of lower spending on OM&A, as well as higher distribution revenues, and that was partially offset by higher costs for depreciation, amortization and income taxes.


MR. GARNER:  I'm sorry, you may have misunderstood my question.  The question I'm looking for is this is just on the OM&A budget.


MR. VILLET:  On the OM&A, Sorry.


MR. GARNER:  I do have the exhibit.  The original evidence is Exhibit 1, tab 4, schedule 2, and that's where you have your OM&A historical years, and that's where I'm getting my 23.4 million versus the 24.7 million -- let's round it up -- that you actually spent, so there was about 1.2 million in OM&A only in difference.


I was wondering if you could give me a sense of why that was.  If it was many little things, I can understand that.  But if there was some material event, that would be useful to note.


MR. VILLET:  It was a number of little things.  There was no one large event.


MR. GARNER:  Is that a fairly typical outcome from the budget to the actual 2013?  That's about a five percent difference from the actual budget.


MR. VILLET:  I'd have to go back and look at the other previous years.


MR. GARNER:  I wonder if you could do that.  What I'm interested in is whether the 2013 difference from your internal budget for OM&A versus what you spent is usually in the range of five percent, and if it's directionally one way only or if it's asymmetrical over the year.


So if you looked at 2011 through 2013, the other two years, would we see a similar -- what I'm trying to understand is would we see a similar pattern?


MR. VILLET:  I'd have to go back and look at the results.


MR. GARNER:  I wonder if you can do that and if, Ms. Lea, we could have an undertaking to do that.


MR. ENGELBERG:  We'll give that undertaking to do that, to look at 2011 to 2013 OM&A.


MR. GARNER:  Internal budget versus actual.


MR. ENGELBERG:  Thank you.


MS. LEA:  I think we still use the designation J for undertakings at technical conferences, as I recall it.  So we'll call that TCJ1.1.
UNDERTAKING NO. TCJ1.1:  to look at 2011 to 2013 OM&A, internal budget versus actual, to see whether there is a similar pattern


MR. GARNER:  Thank you, Ms. Lea.  I'm going to continue with the Energy Probe questions, and the next question is 2-Energy Probe-51TC, which is page 3 of 13 of your handout.


And in that question, Mr. Aiken asked questions in regards to the collection lag, and changing to sixty days. He asked if you had taken into account this change in the calculation of working capital, and your answer was you hadn't.  That's clear, but I don't think you responded to the second part of his question, which is why not.  Why wouldn't you do that, given there is a change, a reduction in your costs?


MR. GAPIC:  Dan Gapic; I will address this question.  In relation to the working capital allowance, there are a couple of methods of determining working capital allowance.


One is using the Board default working capital allowance, which is 13 percent currently.  The other is using lead lag studies.  As Hydro One Brampton haven't done a lead lag study, there was nothing to adjust.  Hydro One Brampton used a default of 13, and that is a combination of an average that the Board came up with that the utility should use, if there is a lead lag study, and we didn't submit lead lag study.


MR. GARNER:  Thank you.  I think I understand that.  Is there a dollar figure that is related to this change in the savings for you?  Is there a quantum that you would have for that?


MR. GAPIC:  One moment.  We'll have to consult.


MR. MILLER:  Doug Bond, the director of IT will respond to that on customer service.


MR. BOND:  The plan is we instituted that so that we could maintain our existing levels.  So we are not seeing any potential savings, other than trying to keep a lid on our existing expenses.


MR. GARNER:  Thank you.  Next is 2-Energy Probe-53TC.  You were asked in this question about use of the half rule, and you responded in 2013 that Brampton used the month in service edition, and the half-year rule is only used for the forecast years.


Could I just clarify?  When you say forecast years in this question -- in response to this question, are you talking 2014 and 2015?


MS. DINIS:  I'll respond to that – Ana Dinis.  Yes, it is 2013 and 2015.



MR. GARNER:  Thank you.  2-Energy Probe-55TC; in this question Energy Probe asked you, in respect to questions about vehicles and depreciation expense, it’s the bottom part of that response where you say:  “Currently, we are not forecasting the sale of any vehicles in 2015.”


I was intrigued by that, because I recall in your evidence there is a significant purchase of Vehicles, including bucket trucks in '14 and '15.  So I'm a little curious as to why you would not be selling any vehicles in '15.


You have a fairly large fleet, as I recall.  Can someone just confirm that you don’t sell any -- that every year you're not selling some vehicles, disposing of them in some manner?


MR. MORIN:  We send our vehicles to auction at end of life.


MR. GARNER:  So in '15, that's not going to happen? Because that's what this response seems to indicate, that in 2015 there won't be any such auction of vehicles and residual values?


MR. MORIN:  Typically we send them yearly.


MR. GARNER:  Can I ask you to just look at that response?  Is that response then incorrect, that you're not forecasting the sale of any vehicles?


MR. MORIN:  Yes, I think that should be corrected.

MR. GARNER:  Perhaps you could, and I think what was being sought here, at least what I would be seeking is an understanding of the value in ’15 -- we might as well make it '14 also, so we can get an understanding of the trend of disposal value of vehicles in those two years.  Could you undertake to do that?


MS. DINIS:  Can I answer that question?  When we sell vehicles, we normally do not -- or when we dispose of vehicles, we normally do not forecast a gain or loss.  Most of our vehicles that are sold are at the end of their useful life, and we often don't get much for them.  We often sell vehicles that still have some useful life in them.


So we've done an average and it could be a gain or loss, and it's usually in the vicinity of $10,000 to $20,000 starting in 2010 to 2014 currently.


MR. GARNER:  Okay, can I just clarify – well, two things.  I'm not quite certain I understand how you end up with a loss on a vehicle when it's at the end of its life.  Maybe you can first of all explain that.


MS. DINIS:  There are some vehicles that are not fully depreciated, they not totally at the end of their accounting useful life.  So we do have cases where there are losses.


MR. GARNER:  I see.  Thank you.  The second part of your response, if I can just make sure I understand it, are you saying that on average, the value of disposed vehicles you're saying is $10,000, and that's what's imputed into the revenue requirement?


MS. DINIS:  No, what I'm saying is that over the last five years, I did a study and the total gain or loss that we've had for the year ranges around $10,000.


MR. GARNER:  So it is pretty de minimus?


MS. DINIS:  It is.


MR. GARNER:  Thank you.  Those are the questions I had in relation to Energy Probe.  Now if I can just move to responses to the responses to at least the cost rate basing and OM&A of VECC's questions.  My colleague, Mr. Harper, is doing the rate design cost allocation and revenue end of it -- of these questions.


I'm at 2 VECC 47.  This is the first question we asked, and there is a table referred to in evidence which was about pole replacements, and we were intrigued by the fact that reactive pole replacements were cheaper than planned pole replacement, and you responded that the reason that happens is that when you're doing reactive pole replacements, you do them in a like-for-like manner, and when you replace them as part of a program you do them differently.


I was wondering if someone on the panel could explain to me why that is, because intuitively it would seem to me if you're replacing a pole, you put on the most modern equipment that you have at the time.  Maybe someone could just elucidate on that a little bit.


MR. WASIK:  It's Tom Wasik, the manager of engineering.  Under the reactive replacement program, there is an urgency to restore the service as soon as possible.  And so from that standpoint we do a simple like-for-like replacement in order to restore the service as quickly as possible.


Under our planned program, we have more time to properly plan and attain necessary designs and materials, and often times when we do a planned pole replacement, we often do so in multiple spans.  So we don't just do one pole.  We'll do an entire section, and that permits us better planning and, at that particular time, we can replace more parts in a more effective manner.  So that is the main difference.


MR. GARNER:  I hope you'll excuse my ignorance, but I'm still struggling with that.  If a pole goes down in a storm and you go in, you put in a new pole to replace it, on -- a fully dressed pole comes down, what's the difference between that pole that you're -- a fully dressed pole you're replacing in a storm and one you're putting up in of 20 that's going down a street where you're doing a program of replacement?  Can you help me?


MR. WASIK:  There may be other materials and other parts depending on when that original pole was built.  That standard may no longer be applicable.  In order for us to ensure a proper design and proper construction build, we prefer to build all of our poles within the same standard within that same area.


So it's more effective for us that when we do upgrade it, that particular pole is upgraded to be compatible with the rest of the overhead system in the area; whereas when we replace the entire span, it's much more feasible to replace it.


All the other materials, because they're connected together, are more compatible.


MR. GARNER:  So sometimes there is an issue of compatibility, as you're saying.  So if you're replacing a single pole in an area, it may be simply that, for instance, it's a wood pole and there has to be another wood pole in there, and in a big program you might put in cement poles.  That's just an example and not a real one, but it's kind of difference that occurs?


MR. WASIK:  Correct.  Other possibilities are height of the pole, as well, and so there's other components that have to be compatible.


MR. GARNER:  All right, thank you.  That's very helpful.  Can I go to 4-VECC-54?  And this is the question that I'm still lost on a little bit and someone can help me.  It's about your EDA fees.


And the reason we asked the question was that the fees were so different than those of a utility your size that we usually see.  And I had some suspicion as to why, either the number was wrong or it has something to do with your relationship to Hydro One Distribution.


Can someone explain why the EDA fees that you have appear to be magnitudes different than other utilities?  Is it just because you're a good-looking utility that you got a deal?


MR. MILLER:  Scott Miller.  In terms of the pricing structure that the EDA applies for its members, we can't speak to that.  We do know that is what the EDA put forth with regards to fees for Hydro One Brampton.


MR. GARNER:  Okay.  And you've never had a discussion with EDA as to the relationship with your fees to that of Hydro One Distribution?


MR. MILLER:  No, that's correct.


MR. GARNER:  Thank you.  Can I ask about the second part of the MEARIE group insurance?  When was that insurance tendered?  When did you go and do that?


MS. CAVANAUGH:  I can speak to that.  Laurie Cavanaugh.  The group insurance was tendered in 2012.


MR. GARNER:  Thank you.  And when you went to tender that insurance, did you seek to get -- I'm not sure if you call it a tender, but to seek to get insured under Hydro One Distribution's insurance plans?  Is that part of the tendering exercise?


MR. VILLET:  Marc Villet.  No, we did not seek to tender under Hydro One's insurance programs.


MR. RUBENSTEIN:  Let me ask a follow-up to that.  Why would you have not inquired about potentially doing that, if it was cost effective?


MR. VILLET:  We have different benefit programs than Hydro One Networks, and we felt that by putting an RFP out and allowing a competitive process, that we would get the best pricing and best terms.


MR. GARNER:  Just a final follow-up to that.  Do you recall how many responses you had to your tender?  Was it more than MEARIE?


MR. VILLET:  I don't recall the specific, exact number, but it was four or five responses.


MR. GARNER:  Great.  Thank you.  I have one other question, and it actually isn't in anything that we asked previous, so I'll just bring you to the reference.  It's 2-Staff-26, and it's a question about bucket trucks, and it may be just my confusion as to what the response says and what the table is showing.


Can you confirm, for the bucket trucks that you're purchasing?  I thought the response said you were purchasing two in 2014 and one in 2015, and the table seems to show two in 2013, but three in 2015.


Maybe I read it too quickly.  Maybe you can just confirm the number of bucket trucks you're purchasing in this table showing in 2013 and 2015.


MR. MORIN:  Sure.  In 2014 there's two, and in 2015 there's three.


MR. GARNER.  I must have just read it wrong.  Thank you.  Those are my questions, Ms. Lea.  Thank you.  And thank you.


MS. LEA:  Who's up next?

Questions by Mr. Harper:


MR. HARPER:  Bill Harper, also on behalf of VECC.  I would like to follow up first with your response to VECC 48TC.  Here we asked you both for the voltage and the capability of the line that's serving the distributor.  And you indicated the voltage is 44 kV.  You also indicated the total capacity of the line was 27.43 megawatts, but due to limitations at the transformer station the capability of the line was only 18.56 megawatts.


I was just curious whether that 18.5 -- limitation to 18.56 is a short-term issue or an issue you expect to last over the longer term.  When I say the longer term, let's say the IRM period, over the next four to five years.


MR. WASIK:  It's Tom Wasik.  We do anticipate that capability of that feeder to increase, and we will be working to increasing that to the full capacity of the available line over the medium to long term.


MR. HARPER:  Do you have any sense of what year in -- I haven't looked at your distribution plan, I apologize, but somewhere I suspect that in your distribution plan for the next five years you have some work showing on this.  And what year would that --


MR. WASIK:  It's a factor of how quickly the loading on the station picks up.  So we would be looking at comparing that against the loading on the feeder to keep the balance on the transformer station compatible with all the other feeders.  So it's a function of growth on the feeders, as well, to ensure compatibility remains equivalent.


MR. HARPER:  Thank you.  I think that's -- let me just... Can we go to VECC TC-53, looking specifically at part (b)?  And here you indicated that the -- you're anticipating that the final CDM report for 2013 will be due on September 10 -- which, I guess, is a couple days from now – and that you would be updating your CDM results once these final evaluations are in.


I was just wondering if, in anticipation of the ADR which will be coming up after that period of time, whether you could undertake now to provide an update to the -- if these final results have any impact on your views as to what the CDM adjustment -- the load forecast adjustment should be for 2015, if you would undertake to update that and provide it in advance of the scheduled ADR session.


MR. GAPIC:  I'll speak to that.  One moment.


We would be able to do that in advance of the ADR.  One issue that we do have is we believe that there could be some questions in relation to the current report, the final report for 2013, and --


MR. MILLER:  Yes, Scott Miller.  Just in addition to what my colleague explained, we do have a couple of inquiries into the OPA with regards to the rationale for reduction of numbers.  This has happened to us before with regards to what came out in previous reports and then, following the next quarter or the second quarter, we notice there have been reductions, and we don't understand why this is.


We do have inquiries into the OPA.  They have been in for approximately, I think -- well over a month, and we haven't heard anything back.


But we will be following up on that, because it is important to understand the rationale for these reductions.


MR. GAPIC:  Just in follow-up to my colleague's remarks, we believe it would be premature to update.  There could be still some further changes in the coming month.


MR. HARPER:   Okay, so from – I guess from your perspective, you're relying on the sort of manual adjustment that you currently provided, and you don't see timing-wise that there will be any review from your perspective, in terms of updating or changing that for purposes of the ADR that’s upcoming?


MR. GAPIC:  We don't believe so right now.


MR. HARPER:  Okay, fine.  I just wanted to make sure we were dealing with most recent and best information available at the time.


I would like to then turn, in the same question, to your response to part (d).  And here we’d asked you specifically why the impacts of the 2011 to 2013 programs was included in the CDM threshold for the LRAM VA proposed for 2015.


And your response focused on the manual adjustment that was made to the load forecast, and that wasn't the focus of the question.  The question was on in your initial evidence – and that is set out at table 29 – you had included the impacts from 2011 through to 2015, CDM program impacts in your LRAM VA proposed for 2015.


We were again wondering why, since the actuals are known for 2011 through 2013 and were included in your load forecast, why there is any need to consider them at all in your LRAM VA calculation for 2015.


MR. GAPIC:  I can speak to that.  In relation to what was included for recovery in the LRAM, for the use of the LRAM VA account, we're capturing the difference between the load reductions that were forecast into the 2011 load forecast, and comparing them to the actual load reductions from the CDM programs.


So it's the differences that we're seeking recovery For, and that's the mechanics of the LRAM VA account.


MR. HARPER:  I understand why you would do that for your LRAM calculations for 2011, 2012, 2013 and even 2014.  But in the application, it appeared that you were proposing to include those in the LRAM VA megawatt numbers you're going to be using for your 2015 true-up.


And that was really what I was questioning, was why for purposes of true-upping the impact of CDM in 2015, you would have to include -- you would even consider including megawatt numbers for those three years, since the actual values are known, they have actually occurred, they’re built into the actual kilowatt hour value that you’ve used to do up your load forecast.


MR. GAPIC:  You're referring to a true-up.  You are, on the one hand, talking about LRAM recovery, and on the other, it sounds like you’re talking about load forecast adjustment.


Could you clarify because what we're asking for, for LRAM VA specific to the programs of '11, '12 and '13 and any adjustments -- the table you're referring to that has the phraseology “amount used for CDM threshold for LRAM VA 2015”.  That table, not all the values across that first row are actually used to determine the CDM reduction in the load forecast.


MR. HARPER:  I understand that.  What I was wanting to know is which of those values in that first row in table 29 are you proposing would be used for purposes of establishing your LRAM VA threshold for 2015?


And that threshold -- maybe so we can clarify, that threshold is then the -- you know, the kilowatt hour value against which you will be comparing your actual CDM results of what you achieved in 2015, and calculating the refund or recovery that's necessary through the LRAM process.


MR. GAPIC:  Yes, the amount we'll be using to adjust our load forecast by is the amount we'll be using to compare our forecasted CDM reductions with the actual reductions for those future years starting 2015.


So in that threshold calculation, it's only the 2013, '14, and '15 values that actually have any bearing on that amount.


The table, the way it's laid out, is somewhat misleading, if you were to think that the full amount of the 103 thousand in our -- 103 million in our application would be used as a CDM reduction.  The amount that we actually used as a reduction was 53.7 million in the application, which is fifty percent of the net savings for the programs for 2013. one hundred percent of the savings for the programs in 2014, and fifty percent of the savings for the programs of '15.


MR. HARPER:  I understand the manual adjustment to the load forecast.  I generally agree with the way you approach that and the number that you’ve used, the 53.7.


What I was having difficulty with was the separate calculation, which is the LRAM calculation that's going to be done after the fact, you know after 2015 is finished and you're looking at what you've actually achieved in CDM for 2015, and comparing that with what was built in the forecast, and your assumption for the LRAM VA account that was built into the forecast.


And I'll leave this thought with you, that in looking at this and looking at what other utilities do, in my mind it would just be the 29 -- roughly 29.6 million kilowatt hours for 2014, plus the 15.2 million kilowatt hours for 2015, because when we used annualized amounts for the amounts for LRAM VA, and it would be the sum of those two is what you would then be comparing against for purposes of looking at what you actually achieved versus what was built into the load versus what's in the load forecast.


I would like you to comment on why that isn't Appropriate.


MR. GAPIC:  Our plan was to utilize the values that we’re adjusting the load forecast by as the amount to compare the actual programs results against.  The savings from 2013 would not have fully been realized and reflected in the values for 2015.  Hence, we’ve made the CDM adjustment in 2015 of load forecast.  That would be the basis for the future comparison.


Just for my understanding, you're referring to 2013 as if that should not be included as part of '15, just for my understanding?


MR. HARPER:  Yes, that's correct.  It's my understanding that while for the load forecast purposes,  you do half – you know, we do the half year adjustment, when it comes to the LRAM VA calculations, they're all done on an annualized basis because they're all done using the OPA reports, and the OPA reports all reflect annualized savings.  They don't reflect the fact that in the first year, you may only get part of those savings programs introduced through the year.


So there is a different approach, and maybe this is something we'll have to undertake to discuss further during the ADR process.  I understand now where you're coming from, and I think that's a useful starting point for our perspective.


MR. GAPIC:  Okay.


MR. HARPER:  Actually, I have one question on cost allocation that it wasn't in the materials filed.  Could you turn up your response to VECC interrogatory 34?  I was looking at your response to part (c).


MR. GAPIC:  We found the reference.  Can you please repeat the question again?


MR. HARPER:  Actually, I was just curious in terms of here we had asked you to outline how you come up with the allocation percentage in terms of the costs you were going to be directly allocating to the embedded distributor.  That's the 0.1274 percent, and you provided a table which has four sections.


I assume, to start off with, those are different sections of the same 44 kV line that's serving the distributor?


MR. GAPIC:  That's correct.  There are four sections.


MR. HARPER:  Could you explain to me maybe what the percentage is, if you go over in the first column that has 7.4 percent and 10.2 and 27.6, what each of those percentages in that table represents?


MR. GAPIC:  They represent the amount of capacity that the particular line uses of the overall feeder.  If I can get confirmation from my colleague Mr. Wasik on that?  I've confirmed with Mr. Wasik that my statement was correct.


MR. HARPER:  So is it the percentage of the line capacity that is required to serve the embedded distributor; is that effectively what you're telling me?


MR. GAPIC:  The percentage of the line capacity that's available in those feeders that's used for the particular embedded distributor in comparison to the total of the transformer station.


MR. HARPER:  If we're allocating lines and poles, why wouldn't it be the percentage of the particular feeder, because you're talking about number of poles used?  It just struck me you talking about -- and were allocating a specific cost for a specific feeder or were not allocating the cost for the transformer station at all in this particular analysis.


So why wouldn't it be the percentage of the capacity of the feeder that you're specifically looking at that is required to serve the distributor as opposed to the total capacity of the feeder?


MR. GAPIC:  I'll pass this question on to my colleague, Mr. Miller.


MR. MILLER:  Sure.  I think just for clarity, that feeder goes in; it's not just dedicated to that customer.  There are branches and sub-branches associated with it that the embedded distributor does not share, and it wouldn't be fair to allocate that portion of costs to that distributor.


So these numbers reflect the part of the pole line that is used to service that embedded distributor directly.


MR. HARPER:  Maybe I'll put this question to you.  You told me earlier that currently the capacity of this line that is serving the embedded distributor is 18.56 megawatts.  That's the capability, given the limitation at the transformer station, and that you're guaranteeing this distributor 5.5 megawatts of capacity on the line.


If I take 5.5 and divide by 18.56, I get a percentage of roughly 30 percent.  I guess what I'm struggling with, if I've got this line and I'm trying to figure out what proportion of it I should allocated to the embedded distributor, why shouldn't the percentage be roughly 30 percent?


MR. GAPIC:  We would have to look at the specific supporting numbers that support these calculations to answer that better.


MR. HARPER:  If you maybe want to go away and do that, that might be useful, and if you could undertake to do that, that would be particularly helpful.


MR. GAPIC:  We can undertake to do that.


MS. LEA:  TCJ1.2.
UNDERTAKING NO. TCJ1.2:  TO PROVIDE PROPORTION OF LINE TO BE ALLOCATED TO EMBEDDED DISTRIBUTOR.


MR. HARPER:  Thank you.  Maybe going on, as I understand it, Hydro One Brampton offers line -- excuse me, operates lines at various voltages from 4.16, 8.32, 13.8, 27.6, all the way up to 44 kV.  There are lines in a wide variety of voltages that you operate; correct?


MR. MILLER:  That's correct.


MR. HARPER:  If we can perhaps turn to your response in the same interrogatory, your response to part (e)?  I guess what I was struggling with here was the fact that given the wide range of voltages your lines operate at, this response suggests that regardless of that voltage level, it costs the same per 100 metres to purchase conductor regardless of whether it's a 44 kV conductor or a 4.16 kV conductor.


I was wondering if that's actually the case and if you could just confirm whether that's the case, because my general understanding is higher voltages require different conductor, which costs more.  Maybe you could just address that back for me.


MR. WASIK:  Yes, that is correct.  One of the things, we have different ratings for the conductors, but our review of this particular response was we wanted to clarify that this is a standard conductor that we utilize for all 44 kV circuits and that there is nothing different about this particular span of poles and circuits for this particular configuration.


MR. HARPER:  Right.  So that you were to reinterpret this question as meaning:  Is all conductor used by -- the question says:  All conductor used by Hydro One Brampton the same size and the same replacement cost.


You said it's all the same size.  I was looking at all conductor in a very generic sense, you know, all the conductor you use for all of your lines.  So in that sense, no, it's not all the same size, and, no, it doesn't all have the same replacement cost would be a better answer if we were looking at the utility overall.


MR. MILLER:  I'll respond to that.  Many years ago we started replacing a lot of our conductors with standard conductor 556 ACSR aluminum, and we use that for all our voltages whether it's 13.8, 44, 27.6, and so on.  It just becomes a standard.  We found that over time, as we started to upgrade our voltages, we were kind of wishing at the time we had put a larger conductor in place.  It does make it easier for the lower voltages if we do convert to a higher voltage.


For the most part, within the City of Brampton the standard conductor for all overhead wires is 556.


MR. HARPER:  Fine.  I think that answers my question.  Thanks.  Can you give me a minute?  I'll see if I can -- I think that's all my questions.  Thank you very much.

MS. LEA:  Thank you.  I wonder if it's a good time, then, to take a break in between questioners, if folks are okay with that.  Let's come back at five past 11:00, according to that clock, which will give us 17 minutes of break.  Thank you.

--- Recess taken at 10:50 a.m.

--- On resuming at 11:10 a.m.

MS. LEE:  Thank you, thanks very much.  We're back.  Bill, was there anything further that occurred in the meantime?  You're done?


MR. HARPER:  Actually, I just had one quick -- one follow-up question for clarification.  I suspect I know the answer, but it has to do with -- I know you're aware that towards the end of July, I believe, of this year, the OPA started issuing what it viewed as being the CDM targets for each of the utilities for the 2015 to 2020 period, and there is number out for Hydro One Brampton as well at this point.

You weren't proposing to change your evidence at all with respect to your anticipated CDM savings for 2015 based on the information released by the OPA, are you?

MR. MILLER:  I'll respond to that.  No, not at all.  Those target start as of, to my understanding, 2016 -- sorry, 2015 onwards.  So there is no change to our plans with regards to expected savings at all.

MR. HARPER:  Fine, thank you.  I wanted to clarify that, thanks.

MS. LEE:  Thank you.  Randy Aiken, did you want to ask some questions while your other matter is on break?


MR. MILLER:  No, I think we're good with this.  Just pardon us if we have our backs to you when we're responding, because we’re speaking into the mic and it's hard to go both ways.   But, yes, I think this works fine.
Questions by Mr. Aiken:

MR. AIKEN:  I think I actually only have one question.  I know others have followed up on some of my questions already.

The only question I have is actually on the very first response, 1-Energy Probe-49TC.  And this is about the only change made was related to OPM cost, which I think were about a 200-and-some-thousand-dollar increase.  But when I look at the revenue requirement to work form that was provided in the response to 1-Staff-1, on page three of that revenue requirement work form which, is the rate base and working capital, I see the controllable expenses going up to 210,000 and that changes the working capital allowance.


But on lines one and two, there is a change to the gross fixed assets accumulated depreciation, a net increase of just under 160,000.  What is that related to?

MR. GAPIC:  I can speak to that.  There are two portions of the OPEB.  It's actually a cost that would be allocated through a work order system.  Part would be to OM&A and part would be to capital.


So the portion of the OPEB that related to OM&A, being $210,855 and the change in gross fixed asset amounts, that's actually an average, but it would have been higher than that.  It would have been reflected in this calculation as well.  So both components are in the overall revenue requirement.

The total impact on revenue requirement was in the realm of -- one moment -- $228,131.  So the original $210,000 plus an additional amount in relation to return on rate base is what the balance of that is.

MR. AIKEN:  So the OPEB is partly expense and partly capitalized, and that's the difference?

MR. GAPIC:  That's correct.

MR. AIKEN:  Okay, thanks.

MR. RUBENSTEIN:  I can go next.

MS. LEE:  Please.

MR. RUBENSTEIN:  If we can turn up --


MS. LEE:  And this is Mark Rubinstein.

MR. RUBENSTEIN:  This is from the SEC technical conference questions on page one, SEC 28.  And the question had asked about the work program achievement targets for 2015, and for you to explain that to some degree.

In your response, you say that the 2015 work program achievements has not established, nor has the target been set.  In general, Hydro One Brampton’s work program achievement is set upon the completion and placing in service of non-mandatory controllable project and programs for that respective year.

You later on talk about sort of mandatory and non-controllable programs and projects.  I wonder if you can help explain how you classify a project being non-mandatory, controllable versus mandatory non-controllable, and provide some examples.

MR. WASICK:  I can respond to that question.  Non-mandatory controllable projects are projects that are deemed to be controllable in our timelines.  In that sense, we have the ability to schedule when that particular project is going to get started and when it's going to be completed.

Non-controllable projects are driven by external requirements, such as road widenings, maybe connections, requests for connections by subdivisions, and they are driven around mandated requirements for us to undertake the work, and they determine when we can start the project and when that project needs to be completed.  And so we work with either the city, or the region, or the developer to undertake those works.


So examples of a controllable project would be a feeder egress project out of a station, where we would be constructing and building those particular assets.  A non-controllable would be, let’s say, a road widening where we work directly with either the region or the city.  They work out specific timelines when that particular work needs to be done, and when it needs to be finished.


So that's not within our control, in terms of when we can start and complete that work.

MR. RUBENSTEIN:  Based on the proposed 2015 in-service additions, are you able to break out the amount that would be non-mandatory controllable versus mandatory non-controllable?

I don't mean a list of the projects, just sort of the dollar values for those two categories.


MR. WASICK:  I believe we submitted that in our evidence in the distribution system plan.  We have identified in the distribution system plan the various different types of programs.

Are you just asking if we can at this time give you a dollar amount between the two different programs?

MR. RUBENSTEIN:  Yes, or if it's easier, just to undertake to do it, or if there is a direct reference in the evidence, you can then provide --


MR. ENGELBERG:  I would like to ask what the purpose of breaking it down in dollars would be.  If the work is going to be done, the work is forecasted work.  Why would it -- why would it be relevant to determine whether it was labelled with the controllable or non-controllable?  It still has to be done.

MR. RUBENSTEIN:  I'm not disagreeing with that.  The work program achievements are part of your corporate objectives.  I'm trying to understand then, when we break down which part is included in the corporate objective, it's only a portion of your proposed in-service positions.  So I'm trying to understand what percentage, or get a sense of what percentages are included under the work program achievement category and in corporate objectives, and which are not.

MR. ENGELBERG:  If Mr. Wasik, or one of the other people here from Hydro One Brampton can give an off-the-cuff estimate, that would be fine.


But we're not going to undertake to go back and look at all the work and do a percentage of each.

MR. WASIK:  I can review that.  We did a write up in the DSP with regards to mandatory and non-mandatory -- mandated and non-mandated projects.


MS. LEE:  You may want to be a little closer to a microphone.

MR. WASIK:  Excuse me.  I'm looking for the references to come up, whether that's in table 2A-A or 2A-B.  And you're referring specifically to 2015, correct?

MR. RUBENSTEIN:  Yes.

MR. WASIK:  Just give me one second.  I'm reviewing over the table.

MR. RUBENSTEIN:  This is why I just offered it as by way of an undertaking, so we don't – you know, it speeds things up.

MR. WASIK:  I don't have any objections providing that for 2015.

MS. LEE:  I think it might be beneficial just to be clear about what you're undertaking to do.

MR. RUBENSTEIN:  Well, I was seeking for the proposed 2015 if the dollar value for the non-mandatory controllable expenses was provided and for the man -- sorry, for the mandatory non-controllable programs, just a breakdown to those two categories.

MS. LEE:  Just those two categories?  Thank you.  TCJ1.3.
UNDERTAKING NO. TCJ1.3:  TO PROVIDE PROPOSED 2015 COST FOR NON-MANDATORY CONTROLLABLE PROGRAMS.

MR. RUBENSTEIN:  4-SEC-36 is on page 9 of our responses.  We had asked you to provide some calculations, and the response was that you were not able to complete these calculations in the time available.


I'm wondering, is this that you will provide them?  I understand you weren't able do that.  That's all right, but will you be able to provide these calculations before the settlement conference?


MR. MILLER:  If you could just give us a minute, I want to consult with the team here for a minute.

[Witness panel confers.]

MR. MILLER:  Just in response to that question, again we did take a look at it and it does take considerable amount of time and effort to do those calculations.  And where I struggle with doing it and putting in the extra time is we have already awarded the contracts.


The percent increase has already been awarded.  We can't change it.  We can't go back.  I don't understand the advantage to doing this.


MR. RUBENSTEIN:  You did award it.  I'm not disputing that, and you're obliged to pay it, but that doesn't mean necessarily that it should be recovered from ratepayers, that amount.  And I'm not saying ultimately that's a position that we're taking.  That's the relevance of the question.


MR. ENGELBERG:  This is a technical conference and we're not going to give that undertaking.  That's a tremendous amount of work to do for no benefit, and really not within the scope of the technical conference.


MR. RUBENSTEIN:  Can I ask that why that would not be within the scope of the technical conference?


MR. ENGELBERG:  Because this is something that has already occurred.  It is hypothetical to do those calculations when you know that the situation can never come to pass.


MR. RUBENSTEIN:  Sure, but you're aware --


MR. ENGELBERG:  Unless an excellent case can be made as to why ratepayers should not pay for this, we're not going to undertake to do it.


MR. RUBENSTEIN:  Sure, but just to be fair here, you're aware, as well, that these are forecast expenses, and the prudence of the contract that you entered into will be reviewed by the Board.


MR. ENGELBERG:  I understand your position.  The percentages make it obvious that the percentages are prudent, and that will be the end of it for today.


MR. MILLER:  I think just further to add on that, there was a calculation that was done for the 1 percent, as well.  So you will have some numbers available.


MR. RUBENSTEIN:  If I can take you to Staff 8.


MR. MILLER:  Is this part of the interrogatories or the technical conference?


MR. RUBENSTEIN:  Technical conference -- sorry, page 8 of their -- this is with respect to issues regarding certain smart meters in the GS over 50 and under 200 class that were not functioning and that the net book value of these meters is 820,000.


I was wanting to get a better sense of the issue, and my understanding from the interrogatory 4-Staff-36, which is referenced here, there were certain issues that you had with the radio function with these meters and that the manufacturer I guess couldn't fix them; is that correct?


MR. MILLER:  The issue is not exactly with the meters themselves, but more with the radio, the smart meter technology that is employed inside the meter itself.  And the issue is that based on these customers, which of course are demand read, there's two components, the demand component and an energy component.


There is an issue with the software being able to extract that information.  So as a result, they've been read manually.


MR. RUBENSTEIN:  There is a reference in the 4-Staff-36 interrogatory -- I don't think you need to bring it up
-- that you were working with the manufacturer and you couldn't fix the problem?


MR. MILLER:  That is correct.  It's been an ongoing issue for quite some time.  It's still being worked on, but currently we have not had any success with it.


MR. RUBENSTEIN:  And my understanding is you're going to be replacing these meters with I guess the old sort of interval meters, as well as you're seeking to recover the net book value of these meters that were made?


MR. MILLER:  That is correct.


MR. RUBENSTEIN:  I want to understand why it's appropriate that ratepayers should have to pay for the net book value of these meters, when essentially the biggest problem is an issue with the hardware that I would have thought the manufacturer would be responsible.


MR. MILLER:  With regards to the ratepayers paying for this replacement, these meters have been in place for I guess approximately six years, so they have had some life.  We are incurring costs to read these manually, and it was part of our approved smart meter implementation plan, as well.


However, the technology does not appear to be functioning properly.  So as a result, we are going to migrate towards a more stable platform, that being the traditional interval meter type of meter itself and the MV-90 communication platform.


MS. McOUAT:  Mark, can I just follow up a bit?  Have you investigated recovering some of this cost from the manufacturer?


MR. MILLER:  With regards to some of those details, we still are working with the manufacturer and we will continue to do so.  But the plan to replace these meters is not part of this application.  That will take place outside of this application itself.


So we're still working with it.  We're trying to resolve the issue, but if we can't resolve the issue based on the Board's objective of trying to read interval meter data with this, we will have to go to the traditional interval meter.


MS. McOUAT:  So there are no costs in this application to deal with either writing off or replacing?


MR. MILLER:  Not at all.


MS. McOUAT:  Thank you.


MR. RUBENSTEIN:  Except, just to be clear, I guess the current meter reading costs?


MR. MILLER:  The additional costs associated with reading the meters, yes.


MR. RUBENSTEIN:  All right.  If we can go to page 10 of Staff's interrogatories?


MR. HARPER:  Mark, can I just follow up on that?  You're saying that the current application for 2015 assumes that the meters for these larger -- this is GS greater than 50 customers -- is being read manually.  That's your assumption for purposes of the application?


MR. MILLER:  For purposes of the application, we will continue to read these manually.  I believe the amounts that are in the budget reflect the fact that -- or do not reflect the additional costs we are currently incurring.


MR. HARPER:  So basically what you're saying is the budget does not assume the incremental costs for manual reading?  It does not include those costs?


MR. MILLER:  That is correct.


MR. HARPER:  Okay, fine.  I was curious as to how this manual reading was reflected in the cost allocation filing you had done where you had assumed these customers all had smart meters, and since you've got no incremental costs for manual reading, the fact that you assumed to be smart meters would be consistent -- that would be fine?


MR. MILLER:  That is correct.  There was a table that as provided to one of the responses.  I can't recall it off the top of my head, but I believe the 2013 cost actual is about -- was 124, 134,000 associated with reading these meters, but the budget going forward was only 25,000, and the 25,000 reflects the odd failed meter that we get from different locations.  But it does not include the actual costs associated with having to read these meters.  When we prepared the budget, we fully expected to have the issue resolved.  So there was no reason to reflect the additional OM&A.


MR. HARPER:  Thank you very much.  Sorry, Mark.


MR. RUBENSTEIN:  No problem.  Staff 10 is comparing the percentage of scorecard measures met, and the percentage of maximum STI paid.


So from 2011 -- looking at this chart from 2011 to 2013 --


MR. MILLER:  Sorry, just for clarification that's Staff 50, 4 Staff 50, page 10?


MR. RUBENSTEIN:  Yes.  From 2011 to 2013, Hydro One Brampton met its scorecard measures every year; that's what it shows.  Since I don't have the scorecards, I'm just wondering have the targets changed in each of those years, or increased in each of those years?


MR. VILLET:  I don't have the -- each individual scorecard with me today, but we can take a look at that.


MS. McOUAT:  And I have one follow-up on that, just while we’ve got this page open.  I just noticed that the scorecard measures are met a hundred percent in each year, and the percent of maximum STI paid seems to vary quite a bit.


I wonder if you can just describe the relationship between meeting the scorecard and paying out the STIP.


MR. VILLET:  In our evidence, we do describe the scorecard payments include a corporate component, as well as a component related to individual performance.  So the amounts paid can vary, based on the individual performance of the employees that are eligible.


And that is the case in terms of the decrease from '12 to '13.


MR. RUBENSTEIN:  I had a follow-up to the question, just because 2013 stood out for me as sort of a very significant drop.


So it seems to me that people's performance were -- it looks to be significantly worse, at least those who are eligible for STIP, but yet you met a hundred percent of your scorecard measures.


That may indicate to me that there is a disconnect between the individual measures and the scorecard – and the corporate objectives in the scorecard.  I’m just trying to have a better sense of that.


You can roll that into the undertaking, if you want to think about that, and provide the written response.  That’s fine.


MR. VILLET:  As I said, there is an individual component.  I'm not at liberty to discuss individual people's performance and why the STI may have decreased.  But the methodology hasn't changed, and that is one of the factors in the decrease from '12 to '13 was individual performance.


MR. RUBENSTEIN:  No, I understand that, and I understand -- and I don't want you to speak about individual – anyways, maybe it's not even a question, more just --

It seems an observation that it seems to me there is some sort of disconnect between the corporate measures and the individual measures, if there could be such a decrease in individual performance yet you're still meeting the corporate objectives a hundred percent.


Anyways, I'll leave it and just take the original undertaking that you had offered.


MS. LEA:  Sorry, was there an undertaking that I need to assign a number? I wasn't sure if it was part of a previous one, or a new one?


MR. ENGELBERG:  I believe it was a new one.


MS. LEA:  That will be TCJ1.4.  Could you please repeat the undertaking, then?
UNDERTAKING NO. TCJ1.4:  TO PROVIDE THE 2011 AND 2012 SCORECARDS

MR. VILLET:  My understanding of the undertaking was to confirm whether the scorecard measures changed from year to year, the underlying targets.


MS. LEA:  Thank you.


MR. RUBENSTEIN:  Those are all my questions.


MS. LEA:  Marion?
Questions by Ms. Fraser:

MS. FRASER:  Thanks very much, and thanks for the good job you did on clarifying my questions.  I have a few questions; One is a follow-up on the switch to the NB 90 and the additional costs.


Now, all of us know that Hydro One, there has been a fair bit of discussion around the billing errors, and so on and so forth.  I take it those had really nothing to do with the metering system, or the radio systems.  It had to do with the customer service computer system, so that did not translate into a problem for Hydro One Brampton; is that correct?


MR. MILLER:  With regards to that, I'm not completely familiar with all the issues associated with Hydro One networks.  But Hydro One Brampton did not experience any issues at all associated with bills.


MS. FRASER:  Okay, thank you.  My next one is in reference to BOMA 14 and 15.  And I just really wanted to understand the relationship between business cases, cost effectiveness, and so on.


And so, based on your two responses, essentially you know going in what your internal costs have been to do something in the past.


You know, you want to continue to do it or -- you know, some additional projects, but of the same type of thing, so that your outsourcing then is really to find a supplier to do it at less cost than you would be doing it in-house, but also obviously the most cost effective from the point of view of the different bidders.


Is that a correct understanding of the answers for the two questions – in a very, you know, simple way?


MR. WASIK:  Cost isn't the only element that needs to be considered.  Expertise, competency, availability of resources, timing; all those criteria are required to determine whether a project needs to be identified to be kept in-house, or we would look for somebody else to assist us with completing it.


MS. FRASER:  Okay, thank you.  BOMA 16;  I take it then any of the limitations on embedded generators, or combined heat and power within Hydro One Brampton's territory, are then limited to transmission constraints as opposed to distribution constraints?


MR. WASIK:  That is correct.  Those are the major constraints that we have.


MS. FRASER:  So you don't get any special treatment, do you?


MR. WASIK:  We do not receive any special treatment.


MS. FRASER:  Moving on to number 17, I think the reference must be wrong in your response because our question 6 had to do with the business plan, so -- it's not a big deal.  Just for the record, I thought we should get that.


I think I didn't pose my request for clarification correctly in number 18.  The standby rate is for embedded generators, and I recognize right now there is no standby rates – definitely no standby rates for the microFIT.  Are you saying there's no standby rates for the FIT generators either?


MR. MILLER:  That is correct.


MS. FRASER:  Okay, so on renewables.  But there is on combined heat and power?  Or embedded generators?


MR. MILLER:  We do have one customer that does have a standby rate.  They have been grandfathered in under previous.


MS. FRASER: Is the standby rate based on kW only or both kW and kWh?


MR. MILLER:  Just kW only.


MS. FRASER:  Okay, thank you.  And just a follow-up to the VECC question 2.0, 47 about your planned pole replacements versus reactive pole replacements.  And obviously my client's members, BOMA Toronto's, they face very much that same kind of decision-making process when something is broken in their cooling system and they've got to make sure that it's running for their client -- their tenants that are showing up.


And, you know, so it might not be possible to do the kind of planned replacement that you might have wanted to do.  If you looked at the costs associated with the planned replacement versus both the cost and the value on a life cycle basis, would it be true that the planned pole replacement ultimately is cheaper than the reactive pole replacement, even if the cost associated with the actual change may not look at it, and it is because they're only just a cost in that year?


MR. WASIK:  Correct.  We believe while -- the planned pole replacement that we have set in place is grounded in our principles of asset management, and so, yes, we look at in terms of the overall life of the asset in the system as a benefit of having a plan.  That's why we undertake do that.


But as I mentioned in the previous response, there are circumstances that require us to respond and don't have the opportunity to do so.  But from an asset management standpoint, it is always favourable to plan things out and complete the entire upgrade as necessary.


MS. FRASER:  Thank you.  Those are my questions.  Thank you very much.


MS. LEA:  Anyone else before Martha proceeds?


MR. VILLET:  I just wanted to follow up on the previous undertaking.  I did find --


MS. LEA:  1.4, just to be clear.


MR. VILLET:  I did find copies of our scorecards, so I can confirm that the targets were made more challenging in each year.


MS. LEA:  Does that satisfy the undertaking?


MR. RUBENSTEIN:  Can I just ask a follow-up?  I know that 2013 and the 2014 scorecards are in evidence.  Are the 2011 and 2012 in the evidence?


MR. MILLER:  Just give us a minute to confirm.  No, they are not.


MR. RUBENSTEIN:  Are you able to provide those two?


MR. VILLET:  Yes, we can.  I guess that could be the updated...


MS. LEA:  We just encountered a technical problem.  If I can have a moment.  Unfortunately, we were not on air during the technical conference.  We're not going to go back and fix that now, but just for those who may be listening at this time, of course a transcript is always available to be reviewed.


Board Staff did not understand that anyone wished to participate by telephone or indeed that anyone was going to listen in, although of course you always can.


So we are now on air and the transcript of everything that has been said will be available on the public record.  And, in addition, there were answers filed first thing this morning from Hydro One Brampton, and those have been made exhibits to the technical conference and will also be available on the public record for those who wish to review them.  Thank you.


MR. RUBENSTEIN:  I think there is now the updated -- I didn't write down the undertaking.  I think it's 1.3.


MS. LEA:  Is J1.4 satisfied?


MR. RUBENSTEIN:  It has been updated.


MS. LEA:  What's the updated undertaking?


MR. RUBENSTEIN:  To provide the 2011 and 2012 scorecards.


MS. LEA:  Thank you.


MR. RUBENSTEIN:  Thank you for that.


MS. LEA:  Any other questions at this time from intervenors?  Martha, do you have questions?  Board Staff has some questions, and Martha McOuat is going to be doing those.

Questions by Ms. McOuat:


MS. McOUAT:  Some of my stuff has been covered already, but I wonder if I could take you, to start, to reference 5-Staff-59 on page one of your responses.  And I wonder if I can just clarify, then, what are the long-term debt rates that you are forecasting and that will be in your final application when you come in to settlement for 2014 and 2015?


MR. GAPIC:  Can you repeat the question, please?


MS. McOUAT:  Yes.  You haven't updated your application yet to accommodate your 2014 actual debt rate; am I correct?


MR. GAPIC:  That's correct.


MS. McOUAT:  And you are now forecasting, as I understand the response to part (a), a long-term debt rate of 5.09 percent for 2015?


MR. GAPIC:  We were asked to provide the forecast interest rates.  However, when our application is eventually in the final stages of approval, we will update the long-term debt rates.  The debenture that hasn't been issued yet in '14, we will provide an update for that, or actual if it has been issued by that time.  And for 2015, we will also update the 30-year forecast rate that we had submitted using the new consensus report from September 2014.


MS. McOUAT:  Will that be 5.09 as in the response to part (a), or something different?


MR. GAPIC:  It could be something different.


MS. McOUAT:  How often do you update your forecasts?


MR. GAPIC:  Generally, when we make a submission, we use the best data available, and we will update it to use the most recent consensus report data that's available.  So we don't make multiple updates.  I think this update we had provided here was in response to an interrogatory, but it wasn't actually an update to our application.


MS. McOUAT:  No, but when we go into settlement, you will have an updated application that will be our starting point with the current forecast of long-term debt rate for 2015 and an actual for 2014?


MR. GAPIC:  One moment.  We will update for the most recent information available at the time of the settlement conference.


MS. McOUAT:  That's helpful.  Just to clarify, in the response to part (b), you say that the actual interest rate for the 2014 debt is 4.19.  Is that known at this time or could that still change?


MR. GAPIC:  That is known at this time.


MS. McOUAT:  That is known at this time, okay.  And then through this process, starting at the application and going through the interrogatories, I guess you started out with an interest rate for 2015 of 5.63 percent, and then that subsequently was revised based on better knowledge through interrogatory responses to 5.09; am I correct?


MR. GAPIC:  That's correct.


MS. McOUAT:  So I missed that response.  So when I asked you to provide the calculation of the 5.63 percent, thank you, that's what you did.


What are the factors that have changed in what you have given me in response to part (c) to lead me from 5.63 percent down to 5.09?  Are you able to tell me what's changed?


MR. GAPIC:  I can tell you generally the value -- the report -- the supporting information that was used to calculate the most recent bond rates I believe were the last consensus report that was used, but previously the calculation would be in the prior consensus report and the specific values would relate to the 30-year bond rates.


MS. McOUAT:  That would be the .50 on this table?


MR. GAPIC:  One moment.  I can't answer that.  We'll have to get back to you on that.


MS. LEE:  Do you wish an undertaking then?  Is that information useful?


MS. McOUAT:  I’m just -- this is actually going to take us to an interim step, which may or may not reflect your final application.  When you put in your final application, we may have to have a conversation about how the different components stack up to your 2015 rate, just to satisfy my expert downstairs.


MR. GAPIC:  Fair enough.


MS. McOUAT:  Okay.  But don't do it now.


MR. GAPIC:  Okay.


MS. McOUAT:  Thank you.  Just for my own edification, you talked a bit – and I can't remember, I'm sorry, which interrogatory response it was.  But you did talk about the use of a thirty year term for your rate, and using that term because it was to cover the cost of long-term assets, and you were matching the term of the lives of the assets to the term of the bond; am I correct -- in an incoherent way?


MR. VILLET:  Yes, you are correct.


MS. McOUAT:  I just noted not all of the assets that are being financed in 2014 and '15 have thirty year lives.  A lot of it is computer hardware and software, which is considerably shorter lives.  And while, yes, most of your assets are long-lived assets, not all of them are.


And I just wondered has Hydro One Brampton or Hydro One Inc. considered financing a portion of its assets with debts of shorter terms, to take advantage of potentially lower rates?


MR. VILLET:  I'll respond.  Our average asset life is 35 years, so we do feel that the thirty year life is most appropriate.  That being said, we have in the past issued debt for ten years -- I believe it was in 2012.


MS. McOUAT:  And was that considered for 2015, given the size of expenditure on assets with shorter lives included in your capital program?


MR. VILLET:  As I said, our asset lives are, on average, thirty-five years.  So we are looking for a thirty year life, which does match with most of our assets.


MS. McOUAT:  Okay, thank you.  Just one more follow-up on that topic.


In note 10 of your 2013 audited financial statements, you indicate that you've incurred transaction costs for each of your promissory notes.  And if I go through and sort of do a back of the envelope add-up, it comes to about 900,000.


Have these amounts been included in Hydro One Brampton's evidence, in the revenue requirement in which specific US of A account?  How is that reflected?


MR. VILLET:  I'll respond.  Any transaction cost associated with long-term debt are amortized over the life of the debt, and they would be amortized to account 6010.


MS. McOUAT:  Okay.  But your long-term debt isn't shown net of those transaction costs then?  If the note is X million, that's how much you get in your pocket?


MR. VILLET:  Are you referring to how it’s displayed on our external financial statements?


MS. McOUAT:  Yes, and within the application; is there a component of that in the revenue requirement?


MR. VILLET:  Just give me a minute.  On our external statements, the cost would be -- the debt would be shown net.


MS. McOUAT:  And how would they be reflected in the revenue requirement?  Where are those costs shown?


MR. GAPIC:  I can speak to that.  In the forecast for 2015, approximately $31,000 of amortized debt issuing costs were budgeted in our business plan.  Those costs did not get into our OM&A costs, nor did they get into the deemed debt interest calculation.


The weighted average debt rate was used to calculate the deemed debt for the revenue requirement purposes; the $31,000 isn't part of it.


MS. McOUAT:  So it's not shown in the revenue requirement at all?


MR. GAPIC:  That's correct.


MS. McOUAT:  Okay, thank you.  I still have a couple of clarifying questions on the fixed variable ratios, if we could turn to your response on page three.


My initial interrogatory had asked you if you planned to communicate the changes to the fixed variable rates to customers.  And I believe your response said, “We will communicate our rates on our website.”  This means that there will be no extra communication for the change in the fixed variable rates to your customers?


MR. MILLER:  That is correct.


MS. McOUAT:  Okay, thank you.  And talking about determining the level of your proposed fixed and variable ratios, it sounds to me like you went to a sample of the large utilities and you looked at the average fixed variable ratios for your chosen sample, and determined that you were in the ballpark with those with your proposals, and so that's what you're proposing at this point.


Is that kind of a fair way of describing it?


MR. GAPIC:  We did look at other large distributors.  We picked the largest utilities as Hydro One Brampton is in the top ten largest utilities.


When we compared our own, they were quite different, lower in aggregate, and when we assessed with the others, we determined we should make an adjustment, and we looked at basically residential class pretty much on its own, and the commercial less than 50 class a little differently, and then the GS greater than 50 through the large user classes similarly and compared them against the other utilities.


So the answer is, yes, we did do a comparison of other utilities to come up with our values.


MS. McOUAT:  Okay.  So it's totally based on whatever they happen to have.  There is really no science to how you established the actual ratios that you're proposing, other than it seems to be consistent with what others are proposing.  Is that a fair characterization?


MR. GAPIC:  That's true.  There is no science in that, but something to keep in mind.  There was no science in determining the fixed-variable ratios that utilities currently have either.  There is a history associated with how these values arose over the years, and a lot of it are tied back to the initial rate unbundling model back in 2000.


When fixed-variable ratios were established, there was actually a determination of a fixed cost per kilowatt-hour that was established for all utilities, and some utilities went in higher and some went in lower, but they didn't have actual cost justification.  They didn't do a fixed-variable analysis to see how their costs varied with volume.


It was fairly subjective, and because there is no real science to how those were determined, there isn't a science to actually come back and come up with a new methodology other than to compare the cohorts.


MS. McOUAT:  Okay, point taken.  So in your response to -- I think it's the response to 8-Staff-61, you make a statement that -- bear with me.  I've lost my question.


Somewhere in your response you say that the drivers for costs for all distributors are the same.  Would you agree with that statement?


MR. GAPIC:  The drivers are very similar.  We're all in the same business.  We're in the infrastructure business.  We build distribution systems.  We operate them, maintain them and deliver power.  Once the distribution system is built, our costs don't vary according to how much usage the customers use.


I think this is also supported by the Board in the most revenue decoupling initiative, a report that came out with the three alternatives the Board was considering in relation to a statement made that utilities' costs are virtually fixed.


MS. McOUAT:  But basically the point that the cost drivers for all distributors, whether they're large, whether they're small, no matter where they are, are all basically the same?


MR. GAPIC:  They're similar.  I won't say the same, but there is a lot similarity, yes.


MS. McOUAT:  Yes.  Under those circumstances, why did you choose to compare yourself to only large utilities?  Is there any benefit to looking at the average fixed-variable ratios for all utilities across the province if it's all the same?


MR. GAPIC:  We didn't do that, the reason being you could spread it out across quite a large realm if you do that.  That's something that I suppose if it was more of a generic industry study that would be done, we could probably look at it, but we chose to just look at utilities that were similar size for, I guess, convenience and also for magnitude of dollars, because they represent a large proportion of the dollars.


It's also consistent with how we benchmark ourselves with other utilities, as well.


MS. McOUAT:  Okay, thank you.  So in the Board's consultation process on the fixed-variable -- fixed rates, there are three proposed rate designs that are under consideration.  There's a single monthly charge for all customers in a rate class, a fixed charge based on the size of the connection, and a fixed charge based on use during peak hours.


Your approach seems to be the single monthly charge for all customers in a rate class; am I correct?


MR. MILLER:  We haven't specified which direction either way on that.


MR. GAPIC:  The approach in the submission would support any of the alternatives of going to the fixed distribution rate and revenue decoupling.  There wasn't a specific one, as my colleague indicates, that we indicated that we should be mirroring or supporting.


MS. McOUAT:  So there would be no impact to the fixed-variable rates that you have proposed if it were to turn out that you were to charge based on the size of the connection or based on use during peak hours?  Your proposal for fixed ratios would remain the same?


MR. MILLER:  We still have a variable component associated with our rates; right?  My understanding the new protocol is to have the one fixed monthly service charge, consistent with one of those three options, but 100 percent monthly service charge.


And our rates do not reflect that right now.  That's not to say they couldn't.


MS. McOUAT:  And you've characterized this as sort of an interim step of moving to full fixed rates, and so you do not have a plan to transition over the IRM period to increase your fixed ratios at this point?


MR. GAPIC:  Given the nature of the adjustment and the proposal to move the fixed ratio higher similar to our cohort utilities, our plan to transition to the new decoupled rates, whatever the eventual solution will be, will be the same as it would be for other utilities.


MS. McOUAT:  Thank you.  Just one last consideration.  Have you considered at all the impact of your proposal and any further movement -- I guess there isn't at this point -- on your risk profile and rate of return?


MR. GAPIC:  This was not something that was a consideration, given again by the adjustment we're proposing it is to essentially create more of a level field with our cohort utilities, other utilities in the province.  Their risk profile is no different than ours, and ours is no different than theirs, so it's basically keeping in line.


MS. McOUAT:  Okay, thank you.  A couple of outstanding questions on the reference 1-Staff-7, which is on page 6, talking about the relationship between customer feedback and your distribution system plan.  I see in your response that no singular project undertaking was at the request of a customer.


So does Hydro One Brampton gather customer feedback in such a way as to identify a need for specific projects?


MR. WASIK:  Yes.  In those particular situations, obviously when a customer requests a connection or an embedded generator comes forward and requests a specific connection, certainly those are case-by-case situations.


In the current distribution system plan, what we are trying to outline in our response here was that we undertake to bring in customer preferences and put them into our guidelines.  So we've set up our asset management process as a first step of identifying needs.  In those need identification process, that's where we take in external factors like customer expectations and customer preferences into our plan.


So in those particular situations, we do take those inputs into account, but this particular plan that we've set forward doesn't have a singular project that's specifically identified for a customer request.


MS. McOUAT:  So, in general, the customer feedback that you have sought says that customers want good, reliable power, and that's what you built into your -- you built reliability as a core component of your distribution system plan, in general; is that fair to say?


MR. WASIK:  Correct.


MS. McOUAT:  I'm just wondering, is it at all possible and/or practical to collect customer feedback in such a way as to identify specific areas where reliability would need to be upgraded?


MR. WASIK:  So in those particular situations, we obviously do monitor and continuously trend specific issues pertaining to our system, and those trends are either verified by communications with the customers or complaints we have received with regard to, let's say, outages.


In those particular situations, those expectations are already understood by us, and we have specific plans that we undertake to address those specific areas to improve the reliability.

But what we do is we use customer impact, or customer information back to us, to verify that we are on the right path to correct those issues.  And we often circle back to determine whether or not those complaints continue, and as identification that we didn't resolve the particular concern.


So both; up-front, in terms of identifying needs, and then continuing to evaluate whether those issues have been addressed through our particular programs.


MS. McOUAT:  Great, thanks very much.


MR. MILLER:  Sorry, if I can add to that?  We did have actually three customer engagement sessions within the City of Brampton.  We had three different locations -- the south, the middle, and towards the east -- and out of those three customer consultations we actually had twenty-two people show up.  Despite best efforts, it was a very poor turnout.


But having said that, when the customers did come up, we reviewed our plans, we talked about specific projects and so on, and they were interested.  And they had some general comments, but they didn't get into specifics with regards to programs.


So it is kind of difficult to present this to the average customer and have them understand it and respond accordingly.


MS. McOUAT:  Okay, thanks.  One or two follow-up questions on page 9, reference 4 staff 37.  So you had two options, I guess, for your meter-reading services, and one of those was Trilliant, and one of them was Hydro One Networks, is that correct?


Well, with a qualifications that you provided in this response.  As I understand this response, Trilliant doesn't offer the same comprehensive service that Hydro One did.


MR. MILLER:  That is correct.


MS. McOUAT:  So you went to Hydro One.  Would you say the extra services that were provided by Hydro One, would they be categorized as need-to-have or nice-to-have?


MR. MILLER:  Based on our experience, they're a need- to-have.


MS. McOUAT:  In what way?  What specific services would you say that Hydro One provides that were vital to your functioning system, that weren't provided by Trilliant?


MR. MILLER:  They do a lot of pre-testing over and above what Trilliant themselves do.  So when they go to launch the new systems and the new upgrades, there's minimal issues that we encounter in the field.


They actually -- because of their work, the extra work they put into it, they do prevent a lot of errors that we would have and especially with meter-reading.  And we read these things once a day; we read them daily.


So when it comes to eliminating any potential issues, it's to our advantage and the customers’ advantage to try and make sure that when an upgrade goes in, it's been tested and we're assured that it's going to work.


MS. McOUAT:  Do you know of any other distributors in the province that are using Trilliant?


MR. MILLER:  I am aware of one for sure, yes.


MS. McOUAT:  Do you know if they have experienced problems?


MR. MILLER:  I couldn't tell you.  I know we have similar problems on some issues.  But I also understand, too, that in some cases, they employ additional staff to kind of resolve these that, you know, Hydro One is doing this on our behalf.


MS. McOUAT:  Okay.  And do you know the cost of the Trilliant services?   I appreciate that there are differences, but was it a significant cost difference?


MR. MILLER:  I'll have to turn that over to my colleague Mr. Bond.


MR. BOND:  No, we did not review the costs for Trilliant.


MS. McOUAT:  Okay, thank you.  On page 11, a quick follow-up.  The initial interrogatory was seeking to clarify whether the changes in your -- I'll say it once, common corporate functions and services, and from here on in it will be CCF&S -- changes the variances are due to -- I was trying to clarify whether it was due to changes in the methodology, or changes in the cost levels.


And I think you have clarified here that the changes are actually due to changes in cost levels and not a change in the methodology itself; is that correct?


MR. VILLET:  Yes, that's correct.


MS. McOUAT:  Okay.  And in the initial interrogatory response, you described that there is a reduction in internal audit costs.  I notice also in the table -- with apologies to Michael – that there is an increase in general counsel costs.


And there was no explanation for that, and I just wondered if you had one.


MR. VILLET:  With respect to general counsel costs, the increased costs are being driven by the overall increases in the general counsel’s services, and specifically increased work programs and legal agreements associated with distributed generation.


MS. McOUAT:  Okay, thank you.  And those are all of my questions.


MS. LEE:  Does anyone else have any questions at this time?  If you can give us a moment, please?


Okay.  I think that that would then conclude the formal recorded part of this technical conference.  Board Staff did want to discuss the issues list with folks, and we will talk about how and when do to do that.  But perhaps we could let our reporter know that concludes the recording of the technical conference.


We would like to thank Hydro One Brampton very much for its effort yesterday and today, and in the past so far in this application, for answering all our questions patiently.  Thank you.
--- Whereupon the conference concluded at 12:18 p.m.
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