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Thursday, September 11, 2014
--- On commencing at 9:34 a.m.

MS. HELT:  Good morning, everyone.  My name is Maureen Helt.  I am counsel with the Ontario Energy Board.

We are here today for the purpose of the technical conference of Festival Hydro.

I think what we should do first is go through appearances, and after that we'll deal with any preliminary matters. 

I understand, just from hearing what was being discussed when I walked into the room, that there are some technical conference written responses that have been filed.  And so I'm not sure if the parties have agreed to how to deal with these written responses.

I don't think there is any need to mark them as exhibits, if they have been filed with the Board.

Yes, Scott?

MR. STOLL:  Yes, I don't believe they have actually been filed on RESS.  I think they were provided to Staff by email last night or this morning.

MS. HELT:  And is it the intention to file them with the Board?

MR. STOLL:  We have no problem filing them.

MS. HELT:  I think that would probably be best, if they’re all filed with the Board.

However, when referring to technical conference questions and responses, if you do, just refer to the appropriate number if you are going to elaborate on a particular response.
Appearances:


Again, my name is Maureen Helt, and I am counsel with the Board.

Next to me, I have two members of Board Staff. I will let them introduce themselves.

MS. ARMSTRONG:  Hi, my name is Birgit Armstrong.  I am the case manager in this case.

MR. MIKHAIL:
I am Nabih Mikhail, and I work with the infrastructure group and I am part of Birgit’s team.

MR. HARPER:  My name is Bill Harper.  I am the consultant here on behalf of VECC.

MR. SHEPHERD:  Jay Shepherd, School Energy Coalition.

MR. AIKEN:  Randy Aiken for Energy Probe.

MS. GRICE:  Shelley Grice for AMPCO.

MR. GARNER:  Mark Garner, consultant with VECC.

MR. STOLL:  I'm Scott Stoll, counsel to Festival Hydro.  I have four people from Festival here, and one consultant, and I'll let them introduce themselves starting with whoever is closest to me.

MR. SEMSEDINI:  I am Ysni Semsedini.  I am the CEO for Festival Hydro.

MR. FRANK:  I am Andrew Frank.  I am a consultant in support of Festival.

MR. VANDERBAAN:  I am Jac Vanderbaan.  I am the president of Festival Hydro.

MS. McCANN:
Kelly McCann, financial and regulatory manager, Festival Hydro.

MS. REECE:  Debbie Reece, CFO of Festival Hydro.

MS. HELT:  Thank you.  Are there any preliminary matters that need be addressed prior to commencing with the questions?

MR. STOLL:  I think we had a brief discussion before about the order, and our consultant is with load forecasting.  So I think we are going to go 3, 7 and 8, as far as subject-matter.

MS. HELT:  Yes.

MR. STOLL:  And we had indicated we do not have a CDM person with us, and our CDM staff person has not been in the office the last couple of days.  So, we'll do our best with the CDM questions, but we may have to take those away and come back with a written response later.

MS. HELT:  That’s fine.  We’ll just mark those questions then as undertakings, when the time arises. 

MR. STOLL:  Exactly.

MS. HELT:  Mr. Shepherd?

MR. SHEPHERD:  We were just given written answers. Did you deal with those before I came in the room?

MS. HELT:  We talked about them briefly.  The written answers are going to be filed.  If you would like some time -- do the intervenors need some time to review those?

MR. SHEPHERD:  I think we could use ten minutes anyway.

MS. HELT:  Written answers first.

MR. STOLL:  I that's fine with us, if they want a few minutes.  I assume it will shorten things down and make it easier, so --


MS. HELT:  Yes, I think that makes perfect sense.  Why don't we break until, let’s say -- fifteen minutes?  Or do you want to break for twenty-five –- fifteen?

All right.  Until ten to ten, we'll adjourn then.
--- Recess taken at 9:38 a.m.
--- On resuming at 9:53 a.m.

MS. HELT:  All right, then I believe we can get started, but just prior to doing so, I forgot to mention that we have a court reporter with us today.  Her name is Lisa Barrett.  She will be transcribing everything that is said.

In order to do so, you need to make sure when you are answering questions and asking questions that your microphones are on.  I'm not sure if the witnesses are aware, but there is a control panel in front of them by the microphone.  You have to push the button and make sure the green light is on to ensure that your microphone is on.  And if Lisa can't hear you for whatever reason, she will interrupt and ask you to please ensure your microphone is on.

So with that in mind, I understand from the intervenors that Mr. Harper will go first with his questions, to be followed by Mr. Aiken, Mr. Shepherd and then Ms. Grice, if she has any questions.

So we can commence, then, with -- and Staff will go last, I'm sorry -- issue number 3.
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Questions by Mr. Harper:

MR. HARPER:  Thank you very much.  I apologize if I'm jumping around a little bit here.  I've been trying to go through the responses, so this may be a little bit more disjointed than normal, but I'll try to do my best.

Maybe just so I understand if there's a difference here, I'd like you turn up the written response that you gave to Energy Probe.  I believe it is Energy Probe 44TC.

And in part (b) there, you gave a -- I guess it's a revised forecast for your interval load, based on the revised model that you are proposing to use for interval load that was set out in response to Staff 29; is that correct?

MR. MARK:  That is correct.

MR. HARPER:  And I thought it was the same model, but it probably isn't.  If you could now turn up your original response to VECC -- Exhibit 3, VECC 17, part (c).

MR. MARK:  VECC 17?  Okay.

MS. ARMSTRONG:  What's the first number?  It is probably easier to find it by that.

MR. HARPER:  It's Exhibit 3 –- oh, it's No. 92, I'm sorry.

MS. ARMSTRONG:  92.

MR. HARPER:  We have so many numbering conventions here.

MR. ARMSTRONG:  I agree.

MR. HARPER:  Probably the easiest way would be to use the PDF pages.

MS. ARMSTRONG:  That, or actually the first number is actually the easiest.

MR. HARPER:  I'll try and use that from now on.

If I -- and it is my mistake, but I want to make sure I understand that there is a difference.  If I look at the response to VECC 17, which is 92, we'd ask you to re-estimate the equation without the recession variable, the trend variable or the work day variable.  And you did that and you gave a forecast.

Now, I thought when I was going through that, that that was your new interval model, but it obviously isn't because the forecast presented in VECC 17 is vastly different than the forecast presented in your response to the Energy Probe 44TC.  So maybe you could just explain to me what the difference is in terms of the dependent variables that are used between the model that was described in VECC 17(c) and what's the final model you are proposing for your interval-metered customers.

MR. MARK:  Sure.  Let me pull up the response to Staff 29, just so I have it beside me with VECC 17.

MR. HARPER:  I apologize.  I probably could have done this myself in the short time, if I was asked the question, to check it.

MS. ARMSTRONG:  Which I -- if we go by oral responses, I can bring it up on the monitor.

MR. HARPER:  It's 73.

MS. ARMSTRONG:  73?  Thank you.

MR. MARK:  So in the proposed model, which was initially provided in 3-Staff-IR 29, has an increment variable, whereas the one -- or a trend variable.  And it is a very statistically significant trend variable.

MR. HARPER:  Okay.  Fine.  No.  Thank you.  I just wanted to make sure.  I understood that there was a difference and I was wrong in my thought that this model outlined in VECC 17(c) was the one that you were proposing to use.  There is a difference to Staff 29.  That's what you are proposing now.  Fine.  Thank you very much.  I think that clarifies that in my mind.

If you could stay on Energy Probe 44TC and just go over to your revised table 38, which shows your revised forecast for large-use customers.

MR. MARK:  Yes.

MR. HARPER:  And it was my understanding that your forecast for large-use customers in the original application was done really independent of the interval forecast, because this was a separate, unique customer and you forecasted it separately, not using the forecast for the interval customers because it excluded this specific customer; is that correct?

MR. MARK:  I'm actually going to have to go back and confirm how the initial one did it.

MR. HARPER:  Well, that's actually what I was going to ask you, because I was trying to understand why, if you just updated the interval model -- which didn't include this large-use customer –- why the forecast for this large-use customer has now changed between the original application and the update that you gave in Energy Probe 44TC.

So I think I had exactly the same question that you suggested you might want to go back and look at.  So if you can't answer now, it's fine.  If you want to go back and take an undertaking and give us an explanation, that would be fine by me.

MR. MARK:  I think I will have to do that.

MS. HELT:  That will be Undertaking J1. 
UNDERTAKING NO. J1:  TO EXPLAIN the methodologIES USED for calculating the forecast for large-use customers as between the application and ENERGY PROBE 44TC.

MR. HARPER:  Thank you.

I'd like to now turn to some of your responses to the VECC technical conference questions.  The first one is No. 18, which is VECC 48.

And I've read through the answers quickly.  And I think if I understand it correctly -- maybe you can tell me if I'm wrong -- there was a response to this answer and a couple of the other questions, is that the way you got from your forecast for interval-metered customers to your forecast for GS greater-than-50 customers was you looked at the historical ratio between billed kilowatt-hours for all the GS greater-than-50 customers relative to the interval customers, and applied that ratio to the forecast you developed just for the interval load; am I correct in that?

MR. MARK:  That's correct.

MR. HARPER:  Fine.  I think that removes about three of my questions here, so that's really great.  I understand what you are doing now.  Okay.  Fine.

I noticed in a number of these, as Mr. Stoll said, dealing with the CDM, that's something you're now going to be following up with afterwards with some responses.  I just want to make sure that...I'm looking for a question I had here, which I –- sorry.  I apologize for a minute.  I am trying to...

Actually, I can't find the question, but one of the issues I had was that the 2005 -- the adjustment you had showing in the updated responses -- excuse me, your responses to the Staff interrogatories in terms of the CDM adjustment for 2015 was different than what was shown in appendix AI that you filed as part of the supporting materials.  And I just wanted to make sure that that was one of the issues.  I didn't catch it specifically.

That was one of the issues that you were actually going to be following up with in writing, or is that something you can respond to right now?

MS. REECE:  That is something that we'll look at.  So specifically if you can just go --


MR. HARPER:  Actually what it is, is if you look at your --


MS. REECE:  Sorry.

MR. HARPER:  If you look at your response to -- sorry, just a minute.  I think it was also in the -- if you look at your response to Energy Probe 44TC, I think there you are showing, if you look at the --


MS. ARMSTRONG:  What's the number, Bill?

MR. HARPER:  It is No. 13.  And if you look at the second page of the response, it shows an adjustment for CDM of 2,272,125 kilowatt-hours, about two-thirds of the way down that second page.

MS. REECE:  Yes.

MR. HARPER:  And if you look at the appendix that you'd filed, 2I, the adjustment you show there is 2,596,699 kilowatt-hours.  That's at the very bottom of the -- it is schedule 10 in that material that you filed, the additional supporting materials --


MS. REECE:  Oh, okay.


MR. HARPER:  -- along with your interrogatory responses, in terms of the update.  So it is just a matter of which of those two numbers is correct.  And at the end of the day, if maybe you could just point to somewhere, if it isn't in the responses already -- if it isn't in the responses already, or if it isn't, give us maybe what is your final forecast for CDM and what's your final forecast for kilowatt-hours by customer close class, so we know what the going-in position is with respect to the ADR from your perspective.


MS. REECE:  The lower numbers -- the 2272 is our 2015 activity.  And in one of the responses here, I did note that when we re-filed the IRs, here we missed picking up the persistence for 2013 and 2014.  So I've requested that we take that into consideration again.


So I will go back and take a look at this, as a Scott had indicated --


MR. HARPER:  Okay, great.


MS. REECE:  -- take a look at those items and get back to you.


MR. HARPER:  I think that's all the questions that I have on that.


MS. ARMSTRONG:  So we'll take an undertaking on that?


MR. HARPER:  Well, I think, as part of the material they have filed here, they have indicated that there are certain questions that they hadn't answered, but would answer prior to the ADR.  And I assume that that’s an implicit undertaking within the written responses you’ve given here.


MR. STOLL:  Yes, I was going to say -- how did you want to do that?  Do you want --


MS. ARMSTRONG:  I still think we should list it as an undertaking.


MR. STOLL:  I think we can do it as an undertaking on that specific issue, and that would be J2?


MS. DJURDJEVIC:  JT -- well, since we have two days scheduled, I think it would be JT1.2.


MS. ARMSTRONG:  If this one is only 1.1, we only need 1.


MR. STOLL:  Do we want to just call that file “final CDM”?


MR. HARPER:  Final forecast, indicating CDM adjustments by class. 

UNDERTAKING NO. JT1.2:  TO PROVIDE THE FINAL FORECAST INDICATING CDM ADJUSTMENTS BY CLASS


MR. HARPER:  Those are all the questions I've got on this.  And thank you for providing the material in writing; I think it shortened my questions considerably.
Questions by Mr. Aiken:

MR. AIKEN:  I think I've only got two questions.  The first one is on Energy Probe 45 technical conference question, and it is part (c).  The question is:

"Does Festival have any information as to what is driving the increase in the large use billed kilowatts of more than 7 percent in 2014 relative to 2013?"


The response is:

"A large use customer is a new customer which only started operations in November 2011.  Based on the usage data from November 2011 to December 2013, the load forecast model is projecting the 7 percent growth, which appears reasonable for a company during the start-up period."

My question is: If the 7 percent growth is reasonable, why isn't it reflected in the response to the previous question, 44TC, where it shows the 2014 over 2013 kilowatt forecast going up by .1 percent?


MR. MARK:  I don't know, umm...


MS. REECE:  We'll have to take a look, and we'll have to give you a revised forecasting.


MR. HARPER:  My other question is -- yes, are we going to have an undertaking on that, I guess.


MS. DJURDJEVIC:  That will be JT1.3.


MS. ARMSTRONG:  That is a revised regression -- a revised load?


MR. STOLL:  A confirmed load increase for large use. 

UNDERTAKING NO. JT1.3:  to explain why, if 7 per cent growth is reasonable, why it wasn't reflected in the response to the previous question, 44TC


MR. AIKEN:  My other question is, I think, similar to Mr. Harper's undertaking, but it wraps up all of the load forecast, everything under Exhibit 3. 


Can you provide a table or series of tables that shows all of the forecasts by rate class that you are proposing as your starting point now?  So we have customers, kilowatt-hours, kilowatt CDM adjustments, final numbers, everything by rate class, and then a reference to each of those numbers as to where -- what IR response or technical conference question those numbers come from, so we all have the same starting point in a couple of weeks?


MR. STOLL:  No, I think we can do that table.


MR. AIKEN:  Okay.


MR. STOLL:  Okay, you read out what you want across the headings.  Do you want to just make sure off-line, Randy, we're coordinated --


MR. AIKEN:  Sure.


MR. STOLL:  -- with exactly what columns you want in the table?


MR. AIKEN:  Yes.  It probably will be more than one table.  You will have one table for kilowatt-hours by rate class, another table for kilowatts, another one for customers, another one for CDM adjustments.


MR. STOLL:  Right.


MS. REECE:  What I propose is that we update the new table that the board has -- is it 2W, Birgit, that has a summary of all your customers by rate class, KW, CKWH?  


MS. REECE:  Is it 2W?


MS. ARMSTRONG:  No, I don't think it is 2W, but I'll find it.


MS. REECE:  But we'll update that table with all of the final figures.


MR. AIKEN:  And then just add a second page that shows what IR response and/or technical conference questions, or corrections that you've made that result in those final numbers.


MS. REECE:  Certainly.


MR. AIKEN:  Okay.


MS. DJURDJEVIC:  That will be Undertaking JT1.4. 

UNDERTAKING NO. JT 1.4: to provide tables showing forecasts by rate class, including references to IRs and TCQs or corrections made


MR. AIKEN:  And I think those are all my questions on Exhibit 3.
Questions by Mr. Shepherd:

MR. SHEPHERD:  So I have two questions on Exhibit 3, and the first -- and I was not going to ask any load questions because I know better.  But after Randy's questions, I just want to confirm that your response to JT1.3, the large-use forecast, is that -- you’ve described it as confirming the load forecast. 


But what you are going to do, I think -- tell me whether this is right -- is reconcile the 7 percent that you have in 45TC with the 0.1 percent that you have in table 2.8?


MR. STOLL:  That would be part of the answer, yes.


MR. SHEPHERD:  And then the second thing has nothing   to do with load, but it has to do with other revenues, and that is your response to question 82, which is 3-Energy Probe -- that’s good -- 21.


You will see there is a table in there, in 3-Energy Probe-21; that is question 82 on page 80, I think, of the PDF.  There's the table right there. 


What -- I'm looking at water and sewage.  And so in 4375, you have an increase of just under $40,000 under revenue for water and sewage, but you have an increase of $82,000 in the expenses associated with water and sewage, and I was looking around for an explanation as to why the expenses are going up faster than the revenues.  And I couldn't find one.  Maybe it's in there, I just couldn't find it.


Could somebody help me with why the expenses are going up more quickly?


MS. REECE:  As a result of moving to smart metering and time-of-use pricing for electrical meters, we still provide the service of reading the water meters for the city as part of our overall contract.


As a result of not having to the dual readings, water and sewage together, gave us synergies and gave us a lower price between the two of them.  Now that we have to do the specific readings for water only, we do pay a slightly -- a higher price on a per meter read.


So that is part of the reason why there is an increase there.


MR. SHEPHERD:  So this difference of forty-odd-thousand dollars, that’s because of the fact that your meter reading -- your manual metering reading is now basically all charged to this?

MS. REECE:  Technically, yes.  Anything that is to do strictly with water meters goes directly to this account.  Anything for the few electrical readers that we have, they to go our normal billing meter reading account.


MR. SHEPHERD:  Have you talked to the city about increasing the fee that they're paying to -- so that your margin remains the same?


MS. REECE:  In the calculation, we do ensure that we are at least earning our weighted average cost of capital, but the city is paying the value to cover that portion of the cost.


MR. SHEPHERD:  No, but it was contributing 82,000, roughly, to rates in 2010, and now it's contributing 39,000 under forecast for 2015.


So what steps have you taken to get that back up to where it was?  Because otherwise that is just driving your deficiency; that's why I'm asking.


MS. REECE:  I would have to go back and take a look. We are currently in a long-term contract with them on the water and sewage, so I would have to take a look at the details on that, to see where that contract currently stands.


MR. SHEPHERD:  The contract is in the record, right?  Is it?  I think so.


MS. REECE:  Yeah, is it?  It's in the original application.


MR. SHEPHERD:  And it presumably has a material change clause, that allows you to reopen the fee if there's a material change in how things -- in your underlying cost structure, right?


MS. REECE:  I would have to revisit the contract to take a look and see what it says.


MR. SHEPHERD:  Okay.  So can you then undertake to give us a status update on the declining contribution of the water and sewer billing to rates?


MS. REECE:  Sure.


MS. DJURDJEVIC:  That will be Undertaking JT1.5. 

UNDERTAKING NO. JT1.5:  TO PROVIDE A STATUS UPDATE ON THE DECLINING NET REVENUE FROM WATER AND SEWER BILLING.

MR. SHEPHERD:  And that's all I have on 3.


MS. DJURDJEVIC:  Sorry, Jay, can you repeat the JT1.5?


It is status update on the declining revenue of --


MR. SHEPHERD:  On the declining net revenue from water and sewage bills.


MS. DJURDJEVIC:  Okay.  Thank you.


Shelley, I believe you're next?


MS. GRICE:  I just have one.  Good morning.  Shelley Grice for AMPCO.  I have one question, but it is regarding Exhibit 2.  We are doing 1, 2 and 3, right?


MS. ARMSTRONG:  We are on 3 right now.


MS. GRICE:  Oh, I'm sorry.  Sorry, I don't have a question on 3.  Sorry about that.


MS. DJURDJEVIC:  Does Staff from any questions on Exhibit 3?


MS. ARMSTRONG:  No.


MS. DJURDJEVIC:  Then we are moving on, as I understand, to issue 7.  And who is first?

Issue 7
Questions by Mr. Harper:


MR. HARPER:  That will be myself again.


And if we could move to -- it's in the written responses that Festival just provided, and it is No. 36, which is VECC question 59.


I was going to part (b), and I was just trying to understand -- and it wasn't too clear from the response -- specifically what was the -- what's been the change in your understanding or the change in information you have that results in you changing the billing factor for what is specified here as the GS less-than-50 class from 1.5 to 1.25.  Like, what changed between the application and your interrogatory responses that led to this specific -– that led to the change in this allocation factor?


MS. REECE:  When we did the original model, unfortunately, the 1.5 factor that's in there for GS greater-than-50 also got put into the GS less-than-50, when, in fact, GS less-than-50 are very similar to residential meters in that they are both smart meters-based and both have time-of-use pricing.  So the systems for the two of them are very much the same.


The meters are a bit more complex on the GS less-than-50 than a residential meter, but that's the reason why there was that correction there.


MR. HARPER:  Okay.  Fine.  And maybe if we could just flip down to the next question, which is No. 37.


And we were trying to understand here sort of the perspective that you have been using in coming up with the services weighting factor for USL Sentinel lights and street lights.


And if I understand it correctly, your view is it's sort of a -- and I don't know if this is an appropriate word to use -- sort of more of an incremental perspective in the sense of the residential customers and industrial and commercial customer, they're first and the lines were built for them.  These people come along and there isn't a lot in terms of hooking these additional customers up, relative to them not hooking up, given that the system exists already.


Is that a fair capsulization of the response?


MR. VANDERBAAN:  That's essentially it.  We basically don't build distribution for any of those customers on the --


MR. HARPER:  And that sort of suggests that you have two different tiers of customers, if I can put it that way, as opposed to taking an approach which says:  We're going to look at this and treat everybody similarly.


Would you expand that view and say:  Well, the commercial customers wouldn't be there if the residential customers weren't there, and therefore we should, when thinking about services for commercial customers, take into account that hooking them up relative -- the system was already there?


Maybe it wasn't there for residential and therefore, you know, it was there for residential and therefore -- why was this perspective limited to these particular customers, as opposed to taking that general perspective that we're going to treat everybody the same?


MR. VANDERBAAN:  Just looking at the history of how the system evolved, you've got sections there.  You've got residential areas, and then when cable TV came along we had to hook up cable TV supplies within those residential areas to serve those customers.  It was incremental.


Street lights are only put in areas where there is either residential customers, commercial or industrial.  We could have entire sections that are entirely industrial, so those areas we've serviced for industrial customers.


When there is enough in there and the city says we need street lighting, we put street lighting in.  It is always an incremental.  We don't have an area where we do a development and Rogers says we want to put power supplies out in this grassed area, because there is nothing there to supply.


So we consider it to be always incremental.


MR. HARPER:  It is your understanding that that's the way the Board approaches the cost-allocation methodology, is we consider certain customers as incremental, as opposed to considering them as all being equal in terms of -- I guess the expression often is:  There's no new customers, there's no old customers; we are all just customers.


MR. STOLL:  I'm not sure that we're going to speak for the Board, but I understand what you're saying, Bill, that you're -- and I guess this is more -- like, almost a position.  We've explained what we've done and we can talk about it, but...


MR. HARPER:  No, that's fine.  Really, these are small classes.  It's a slippery slope as people point to this example as we move into other --


MR. STOLL:  No, I understand what you are saying.  I don't think there is an intent on Festival's part to move it, and they are trying to reflect what they're actually experience has been, is that these truly are incremental to a distribution system that is there, rather than part of an integrated build-out right from the get-go.


MR. SHEPHERD:  Bill, do you mind if I ask some follow-up questions?


MR. HARPER:  No, that's fine.

Questions by Mr. Shepherd:

I have two follow-up questions.


First of all, are there any other components of your costs or rate classes that you treat as incremental?


MR. STOLL:  I don't think, off the top of our heads, we would see that.  But we can go back and we can -- we can consider the question, Jay, but, like, I don't think so.


MR. SHEPHERD:  Okay.  And I'd like your witnesses to actually answer, David, if you don't mind.


MR. VANDERBAAN:  Off the top of my head, I can't think of any that's other...


MR. SHEPHERD:  And my second follow-up question is:  Does this mean that USL is not bearing a normal share of the overall cost of the system, because they are treated as incremental?  It is only the incremental costs they cause that they're bearing; is that right?


MR. VANDERBAAN:  The way we have reflected how we allocate the cost is basically our best guess as to what their cost is relative to the whole system.


MR. SHEPHERD:  But I'm asking the question, like -- for example, a school that's put in an area that is already built up still bears a cost of the whole system.  They bear part of your salary and part of the cost of the head office or whatever the -- all that stuff.


MR. STOLL:  So is it like the overhead that you are -- the overhead, or is it...


MR. SHEPHERD:  Not just -- all of the costs.


MR. STOLL:  All of them?


MR. SHEPHERD:  And everybody who is a new customer, even if they are in a built-up area, always bears the cost for the whole system.


Am I right in understanding that USL does not?

MR. VANDERBAAN:  I'd have to think on that a bit more, just to figure out what you are really asking there.


MR. STOLL:  Do you want an undertaking for that, Jay?  I think that is probably easiest way for us to explain what is in the USL, and what is meant by incremental.


MR. SHEPHERD:  Okay, that would be good.


MS. DJURDJEVIC:  That will be undertaking JT1.6.  And can we just restate that, describe it?


MR. SHEPHERD:  Yes, a fuller explanation of how USL cost allocation is incremental, and how it differs from other cost allocation for other customers.

UNDERTAKING NO. JT1.6:  To provide a fuller explanation of how USL cost allocation is incremental, and how it differs from other cost allocation for other customers


MS. DJURDJEVIC:  Thank you.


MR. SHEPHERD:  Thanks, Bill.


MR. HARPER:  Thanks, Jay.  You are much more articulate with this than I am sometimes.


Can I go to VECC 39 -- excuse me, question 39 which is which VECC 62 in the responses that you just filed with us this morning.


I just wanted to clarify your response to part (a).  It’s got two sentences here which seem to be somewhat contradictory.  The first sentence says:

"All GS less than 50 kilowatt customers are smart
metered and are read remotely."
Then it goes on to say:
“GS less than 50 kilowatt customers that are not interval metered are read manually."


Is the “less than” in the second sentence -- should that be a “greater than”, or is there something more going on here that I don’t understand?


MS. REECE:  No, that is a typo; sorry about that.  That should say that GS greater than 50 that are not interval.  The ones that are on-demand, they are manually read.


MR. HARPER:  Am I to assume from your response to part (b) -- like we didn't ask what you what the services were; we asked you for the cost of the third party service.


Might I understand from your response that this is a fairly nominal cost.  It’s not a nom -- you know, it is not an the entire billing cost for that particular group of customers.  It is just providing the pricing for it; it is a minimal cost in the overall cost of billing these customers?


MS. REECE:  Yes, that's true.  It is only one component of the overall cost.


MR. HARPER:  And extent -- it would be a small component in the overall cost.  Can you confirm that as well?  If you do, then I can go on from there.  I don’t have to really –


MS. REECE:  No, it is not a significant cost.


MR. HARPER:  Okay.  That's all I was wanting to confirm, thank you.


If I go on to part (c) and I guess -- I wasn't specifically talking about the number of meters.


It looked like the difference between these two tabs, tab 7.1 and tab 7.2, was the fact that there seemed to be a discrepancy between the types of meters that -- the types of meters that you had installed for different types of customers in 7.2, which talks about types of meters by class and how we're allocating them, which, I think, only had two types of meters shown on that schedule, and schedule 7.2, which talked about meter reading and had a listing of, I think, four or five different types of meters and different waiting factors for the meeting reading for those different types of meters.


I was trying to reconcile those two -- those two tables and see whether -- understand the difference between them, and understand that in the context of this whole discussion we were clarifying here in terms of who was interval-metered, who is manually -- not interval-metered, and therefore would have a different billing and meter reading process.


And maybe rather than trying to do it here, if it is possibly easier just to go back and look at those tabs within the context of the understanding of the question and come back with an answer, because your response to part (c) talks about customer numbers and I was talking about reconciling the meter types in my question and not reconciling the number of customers.


MR. STOLL:  Do you want just an update to your (c) question then, Bill?


MR. HARPER:  Yes, I think -- what I'm trying to understand is if you look at tab 7.1, it talks about types of meters and the different costs for types of meters.  And   I think you have two different types of meters there with specific costs.


When it comes to the meter reading, you've got four or five different types of meters that you indicate you are reading, each which have a different cost.  I'm just trying to reconcile those two, and to the extent it requires a change to one of the two tabs, get some corrections made.


MS. REECE:  I have up here what I think is the most recent model that we submitted, and on the meter capital page, for example, for residential, we have a list of different meters types, like single phase -- that’s the bulk of them, 16,000, a few smart meter networked as well, in terms of meters.


But when I go to my actual metering reading for residential, they are all under one line called "Smart Meters”, with a price associated with that.


MR. HARPER:  So really what you're saying all those different types of meters have exactly the same -- are exactly the same, in terms of how you approach them from a meter reading perspective.


MS. REECE:  Yes, from a meter reading point of view, they are the very same.


It’s just that certain residential properties are -- we must have some higher-end residential properties that need a more complex type meter.  So as a result, some have what's called a network meter out there, a central network meter.  Maybe somebody could --


MR. SEMSEDINI:  There are many different types of meters, sometimes for similar classes.  So, for example, if we had a service that was a -- I don't know, just throw one out there, a 12208 versus a 12240 service, different meters, different costs associated with the actual meter.  They might be similar, but the reading is the same.


So if it is a smart meter program, even though there’s multiple meters, different socket types that they go to, like a 16S versus a 9S versus 2S.  They are just different configurations of a meter, but they can be read in the exact the same way.


MR. HARPER:  Okay, fine.  I think that's fine.  I don't need any follow-up on that.  That's great, thank you very much.


And I think in terms of the cost allocation, those are all the clarification questions that I have on what you provided us.


MS. DJURDJEVIC:  Randy, do you have any questions on issue 7?


MR. AIKEN:  No, I don't.


MS. DJURDJEVIC:  Shelley?


MS. GRICE:  I'm going to say no I don't.  I don't know how much I need this mic.  Hang on -- no, I don't.


MR. MIKHAIL:  Mr. Shepherd?


MR. SHEPHERD:  No, I do not.


MS. DJURDJEVIC:  Oh, sorry.


MR. HARPER:  I'm finished number 7.  I guess we’re on to number 8, are we?


MS. DJURDJEVIC:  Yes.

MR. HARPER:  We just had one technical conference question, and I understand the response.  So I don't have any follow-ups.  Thank you very much.


MR. AIKEN:  And neither do I on Exhibit 8.

Issue 8

Questions by Mr. Shepherd:

MR. SHEPHERD:  I have one.


In question 157, which is 8-AMPCO-12, there is a table on page 146 of the PDF that is distribution revenue at customer unit cost per month based on minimum system with PLCC adjustment.


MR. STOLL:  Can you speak up?  We can't hear you.


MR. SHEPHERD:  I'm sorry.  I'm just such a soft-spoken guy.


On that table in the middle of the page, if you'd scroll up a little bit, you will see that the variable charge rate for GS over 50 and for large use is quite high.  And I don't have another reference for the large use number, but I do have another reference for the GS over 50 number, which is -- because you sort of answered the same question in question 168 SEC 20, where you said that the per-kilowatt rate would be 309.53, which is -- and if you multiply out $14 times 944, you don't get 2.5 million.


So I -- and I'm assuming that in addition, the large use per-kilowatt rate would also be wrong, because obviously you can't be charging large use customers five times what you are charging the GS over 50 customers.


So I wonder if you could correct this table.


MS. REECE:  Sorry, we'll go back and take a look at this table then.


MS. DJURDJEVIC:  So that will be undertaking JT1.7   and it is to review and correct...


MR. SHEPHERD:  The second table in 8-AMPCO-12.


MS. DJURDJEVIC:  Okay, thank you.

UNDERTAKING NO. JT 1.7: to review and correct the second table in 8-AMPCO-12


MR. SHEPHERD:  That's the only question I have in this area.


MS. DJURDJEVIC:  Shelley, any questions on issue 8?


MS. GRICE:  No, I don't have any questions, thanks.


MS. DJURDJEVIC:  And Board Staff?  No?  Okay.


MR. SHEPHERD:  Sorry, this is actually also on issue 8, but it is related to the transformer station.


But it happens to be here in your response to 8-SEC-21, which is question 161 in your responses.  It is really not a rate design question, but it happened to end up there.


What we asked for is a cost-benefit analysis for the transformer station from the ratepayer's point of view.  Presumably, when you built the transformer station, when you decided to build it, you said:  Okay, the ratepayers will be better off if we do this.


And so you didn't give us the cost-benefit analysis.  You referred us to the application, which I've looked at.  It doesn't have a cost-benefit analysis anywhere.  And you gave us a calculation on page -- well, the last -- at the end of this response, which is not a cost-benefit analysis because it assumes that inflation doesn't exist, which obviously in a capital project can't -- doesn't give you the right answer.


So what I'm asking you is:  Do you have a cost-benefit analysis that shows that the ratepayers are better off, and when, and can you provide that?  Whether or not you have it, can you provide it?


MR. VANDERBAAN:  The driver for the station was capacity-related, voltage-related, reliability-rated.


So the cost-benefit analysis we did was on the options to alleviate those, not from the customer's perspective as to what it looks like to them.  It was:  We have three problems we have to solve; what are the options to solve it?


And what we provided was the Hydro One option or our option, and we saw those as the only two options to alleviate those three conditions.


MR. SHEPHERD:  Yes, understood, but in doing that, you have you had to do a cost-benefit analysis of the option you chose.  You had to determine whether the option you chose ended up being more costly or less costly than the Hydro One option.


MR. VANDERBAAN:  Yes, we did.  And that was net present value calculation that we did in the original application.


MR. SHEPHERD:  Se,, I didn't see all these -- in the original application, I didn't the see all the incremental OM&A and the savings in --


MR. VANDERBAAN:  The ICM application, sorry.


MR. STOLL:  The ICM application.


MR. SHEPHERD:  Yeah, no, I looked at it.


MR. STOLL:  All right.  I just want to make sure we are talking about the right original application.


MR. SHEPHERD:  Yeah.  No, 2012-0124.


If it's in there somewhere and I just missed it, point me in the direction of where that actually is, because I didn't see a normal cost-benefit analysis like you would see for the capital spend, that would show you at what point is -- are you better off because you did it.


Which I'm sure you are.  The question is when, because the ratepayers are investing money in this, right?


MR. VANDERBAAN:  Yes.


MR. SHEPHERD:  And I'm trying to identify what's our investment horizon, at what point are we getting paid back.


MR. STOLL:  But I think that's a comparative analysis if you have to do something, Jay.  Like, at this current status quo, the system can't sustain itself.


MR. SHEPHERD:  No, no, I understand that.  But the cost-benefit analysis you do is still the same.


MR. STOLL:  No, it's not.


MR. SHEPHERD:  Okay.  Well, you know, I --


MR. STOLL:  We'll -- we can pro -- we know what you're asking for.  We'll -- so I think -- but we need a...


MS. DJURDJEVIC:  That's JT1.8, and can you --
UNDERTAKING NO. JT1.8:  TO PROVIDE A COST-BENEFIT ANALYSIS FOR THE TRANSFORMER STATION.


MR. STOLL:  Why don't we say a cost-benefit analysis regarding the transformer station?


MR. SHEPHERD:  Yes.  That's good.


MR. STOLL:  We'll just leave it at that?


MR. SHEPHERD:  Whatever you can give us, you can give us.  Thank you.


MS. DJURDJEVIC:  So that is it for issue 8.


And I believe there's some discussion this is a good time to take a break before we start on issue 9.  So, what, 10 or 15 minutes?


MS. ARMSTRONG:  15 minutes or so.


MS. DJURDJEVIC:  15 minutes?  So come back at --


MR. SHEPHERD:  We need a break?


MS. ARMSTRONG:  Just a short one.


MR. STOLL:  Do you want to take five, then, and push through?  Okay.

--- Recess taken at 10:37 a.m.
--- On resuming at 10:48 a.m.
ISSUE 9

Questions by Mr. Mikhail:


MS. DJURDJEVIC:  Board Staff had a clarification question on issue 8 -- sorry.  Go to 9?


MS. ARMSTRONG:  Nine.  It shouldn't have been an 8; it is a 9 issue.


MR. MIKHAIL:  Basically what you want feedback on is what SEC had asked for, the cost-benefit.


What we'd like to sort of include in the evaluation is two scenarios, one that involves only one transformer versus two transformers.


I think in the original application, there was a point in time when one of your consultants suggested that you should go for two transformer type transformer station.


So if you could give a cost analysis based on one versus two, so that would inform the Board Staff and the panel with the two evaluations.


MS. DJURDJEVIC:  I see some nodding, so I guess that is an undertaking, JT1.9, to provide cost-benefit analysis for one versus two transformer station.


MR. MIKHAIL:  And the size of the transformers in each case.  I mean like the -- I think they were 5183 transformer -- is it the smaller one?  I'm not sure.


MR. SEMSEDINI:  They are the 25, so they are the smaller units.


MR. MIKHAIL:  And that's the one that you have now in place, right?


MR. VANDERBAAN:  Yes, with two of them.  Instead of one large one, we have two smaller ones.


MR. MIKHAIL:  Okay.  So one small one versus two small ones.


MS. ARMSTRONG:  Actually, I have a follow-up question on that.


If the one versus two -- would you have been able to avoid the bypass agreement with one TS versus the two?


MR. VANDERBAAN:  The bypass agreement came out as a result of us doing further analysis on the -- the bypass agreement arose out of us doing further analysis on how the customers can best be served by having two stations within the city.


So, we would have done the bypass agreement, whether or not there was one or two transformers.  It’s more of balancing load and seeing how we can minimize the impact of an outage by separating customers on different feeders, rather than having the pocket of Stratford on one feeder from one station, and wait until that area grows.


We decided that the customers would benefit more by having actually additional load on that station.  So it wouldn’t have made a difference whether it was one or two.


MS. ARMSTRONG:  Now, when you did the analysis for the 2013 ICM application, were you considering that at the time, and was the pie pass agreement considered at the time?


MR. VANDERBAAN:  We didn't really look into the bypass agreement at that time.  Our concern was we knew we needed capacity and we needed reliability issues.  We had a voltage issue on the one feeder, and then we didn't think that we would be putting 20-megawatts of load on immediately.  That came later, as we added into service and did more looking at how we operate the system.


Then we realized, after talking to Hydro One, that if we decided if we move twenty megawatts off the existing station, a bypass would be needed.  We didn't even consider it originally.


MS. ARMSTRONG:  Right.  But you do agree that this should have been a cost that was considered when did you the original applic --


MR. VANDERBAAN:  Yes, it should have.  We just didn't consider it; it wasn't on our horizon.


MS. ARMSTRONG:  Okay, that's fine.  Now, I want to talk a little bit about you classifying that agreement as an intangible asset, because it is, in essence, a --


MR. SHEPHERD:  May I, Brigit?  Sorry, we had a discussion and Bill has one question on issue 9, and if he can ask it, he can leave.  Is it possible for him to ask it?


MS. ARMSTRONG:   That is perfectly fine.  I think Raj has some questions on issue 9 as well, so that's fine.


MR. SHEPHERD:  I just thought before you were launching into something that looked like it was going to take a while, so --


MS. ARMSTRONG:  Okay, that's fine.

Questions by Mr. Harper:

MR. HARPER:  Thank you very much, Jay, and actually it’s a very quick one.


I'd like to turn to the very last written response you gave, which was number 53.  This has to do with your LRAM calculation and how you determined the amount that you're seeking recovery of through the LRAM.  And one of the -- one of the programs, CDM programs, that is included in the LRAM calculation is the demand response 3 program.


In the interrogatory here, I asked you to confirm that  what is shown in the OPA reports are the contracted amounts for demand response program, not what's actually happened on the load of the system, and you've confirmed that.


On that basis, I'd like to ask you if it's not the impact on the actual load, and therefore the impact on the actual billed amounts that you had, why is it appropriate to have the LRAM recovery for this program calculated on the basis of a contracted amount, when the LRAM is supposed to represent lost revenue -- what actually happened to your billed revenues.


If you want to go back and consult with -- I understand your CDM person isn't here.  If you want to go back and consult with them as part of that, that's fine.  But that was the focus of the issue when I was raising it here in the interrogatories and in this question, and I wanted to be fair and let you reflect on that specific issue.


MR. STOLL:  All right, we'll take that back as an undertaking.


MS. DJURDJEVIC:  That is JT1.9, and it is to advise why the LRAM is calculated on the basis of the contracted amount.

UNDERTAKING NO. JT1.9: to advise why the LRAM is calculated on the basis of the contracted amount.

MR. HARPER:   Yes, and that you very much for your indulgence on my timing.


MS. DJURDJEVIC:  We will go through the list of questioners as before.  So after Bill there is Randy, and then Jay, Shelley, and then Board Staff.


MR. SHEPHERD:  This is on issue 9?


MS. DJURDJEVIC:  Yes.


MR. SHEPHERD:  I have a couple of questions on issue 9, then.
Questions by Mr. Aiken:

MR. AIKEN:  The first one is 9-Energy Probe-52TC, and I think I understand the response.  You want to recover the full depreciation for the eight months in 2014.


So when you calculate the continuity schedules, or when you do the continuity schedules for '14 and '15, have you reflected in those the full year depreciation in 2014?


MS. REECE:  I'm pretty certain we have.  I can go back and confirm that.


MR. AIKEN:  Yes, if you could.  I just want to make sure you're not requesting the rate rider for that depreciation without showing it as a reduction to rate base at the same time.


MS. REECE:  Okay, I'll confirm that.


MS. DJURDJEVIC:  That will be Undertaking JT1.10.

UNDERTAKING NO. JT1.10:  To confirm continuity schedules for 2014 and 2015 reflects full year depreciation

MS. DJURDJEVIC:  Just to clarify, that is to confirm that continuity schedules for 2014 and 2015 reflect -- reflect what?


MR. AIKEN:  Full year depreciation.


MS. DJURDJEVIC:  Okay.


MR. AIKEN:  Then my second question is 9-Energy Probe-54TC, and the response indicates that a strand of meters are included in your current numbers for accounts 1575 and 1576, I believe it is, and that you will be revising the amount.


Can you undertake to not only revise the amount in accounts 1575 and 1576 to correct for the disposal of the stranded meters, but also -- when we get to Exhibit 2, you're going to remove stranded meters from 2015, so that may also impact your balances in accounts 1575 or 1576.


MS. REECE:  Yes, we understand.


MS. DJURDJEVIC:  That will be Undertaking JT1.11 and it's to revise the amount in accounts 1575 and 1576 to correct for disposal of stranded meters and -- what was the other part of that?


MR. AIKEN:  And changes in the 2015 continuity schedules.


MS. DJURDJEVIC:  Okay.
UNDERTAKING NO. JT1.11:  to revise the amount in accounts 1575 and 1576 to correct for disposal of stranded meters and changes in the 2015 continuity schedules

MR. AIKEN:  I think those are all my questions on Exhibit 9.


MS. DJURDJEVIC:  Okay, so Jay would be next.
Questions by Mr. Shepherd:

MR. SHEPHERD:  I have a couple of questions on 9.  My first question is on question 172, which is 9 Staff 63.


If I understand correctly -- tell me whether I've sort of got this at a high-level.  When you came in and asked for your ICM, it was for the cost to build a transformer station, right?


MR. VANDERBAAN:  Yes.


MR. SHEPHERD:  And then when you -- as it turned out, two other things happened.


First of all, you had OMNA expenses that you knew about, but you did not get approval to include in the account?  That's number one, right?

MR. VANDERBAAN:  Right.


MR. SHEPHERD:  And number two is you had a bypass agreement and you had to pay an incremental cost associated with the bypass agreement, not as a result of building the transformer station, but as a result of a subsequent decision to change how you used it, right?


MR. VANDERBAAN:  Correct.


MR. SHEPHERD:  And those two things you are now asking retroactively to collect over that period, right?


MR. VANDERBAAN:  Yes.


MR. SHEPHERD:  Okay.  So I don't understand the basis for that request.  I'm looking -- I'm trying to understand, in your application, what is the technical basis for that request.  Normally you can't ask for past expenses to be recovered today.  I'm asking:  What is the basis on which you are saying, in this situation, you can?


MS. REECE:  I guess we basically took the same philosophy as smart meters, with the introduction of smart meters.  This asset, much like smart meters, was not part of our 2014 rate base.  Therefore there was no amounts there to cover additional expenses and costs to operate, say, the smart meters, and likewise the TS station.


They are both unique in that they're not normal distribution expenses that we incur.  These expenses are related solely to the TS itself, and without the construction of the TS we would not be incurring any of these costs within the distribution system.


MR. SHEPHERD:  I understand that completely. I wasn't asking the substantive question:  Why is it fair that you collect this?  I was asking the technical question.


In smart meters, you had an account which said incremental O&M and incremental capital costs were included and recoverable, right?


Here, you have an account that only deals with incremental capital, and I don't understand why you believe -- what's the basis on which you think you can recover O&M as well?  Just deal with O&M first.


MS. REECE:  We applied the same accounting theory, let's say, to this account as we did to smart meters, in that the expectation that the additional expenses would be subject to recovery at some point in time.


MR. SHEPHERD:  Can you help us, Scott, with the basis on which an account that's for capital is --


MR. STOLL:  Okay.  I think we have to separate the two different costs, the capital and the O&M, which is where I think you're going.  You're saying:  Why is the O&M tracked in a capital account?


MR. SHEPHERD:  Yeah.  That's right.


MR. STOLL:  And I think the rationale that they've given you is they took it -- or they applied the same principle that they were using with smart meters.  But you're saying there -- in smart meters, the difference is there are separate accounts, but --


MR. SHEPHERD:  Well, no.  In smart meters, there was an actual Board-approved number.  You could include these in an account.


MR. STOLL:  No, right.  But there was direction to include certain costs in specific accounts.


MR. SHEPHERD:  And you don't have that here?


MR. STOLL:  Right.  And I -- understood.  To provide a more detailed explanation, Jay, I've got to talk to the client and actually respond.


MR. SHEPHERD:  Understood.  I'm sort of flagging the issue.


So now let's go to the capital component, the bypass payment, because initially I thought it was just an additional cost that you didn't expect as part of the transformer station, but it sounds like it actually doesn't have anything to do with the transformer station.


It has to do with a separate decision you made to shift some load once you had the transformer station.  That's what you said, right?


MR. VANDERBAAN:  Yes.


MR. SHEPHERD:  So then I don't understand why that has anything to do with the ICM.


MR. STOLL:  But it -- and I guess the question is whether it is –- what would be the difference between an ICM and a regular capital asset, because it was a cost associated with making certain decisions and whether it qualifies as capital.


Is that what you are saying, that the agreement or --


MR. SHEPHERD:  No, I'm saying that the fact that you built the transformer station isn't what caused the bypass.


MR. STOLL:  Well, it allows the bypass to come into play as an option.


MR. SHEPHERD:  Sure, but if you built a new feeder because you had more capacity, you wouldn't say:  Oh, that's included in the transformer station too.  It wouldn't be, right?  It's separate.


I don't understand why this isn't the same category of thing.  I'm just trying to get clarification on why this is logical to you.


MR. STOLL:  I think we are going to have to go back and provide an explanation, Jay.


MR. SHEPHERD:  Can we do that undertaking?


MS. DJURDJEVIC:  By way of undertaking, it will be JT1.12.  And it is to provide an explanation as to why the bypass agreement is included as an additional cost.
UNDERTAKING NO. JT1.12:  TO EXPLAIN WHY O&M AND THE BYPASS AGREEMENT ARE INCLUDED IN THE DEFERRAL ACCOUNT.


MR. SHEPHERD:  I think I'm looking at both the O&M and the bypass agreement, and why they're -- it is considered appropriate that they -- from a technical point of view.  I understand from a substantive point of view.  I get the fairness argument.  From a technical point of view, why should they be included in the deferral account?


And then I think that's all I have on -- well, yeah, I have another -- I have one other on 9, and that is your response No. 49 to the technical conference questions.  This is 9-Energy Probe-52TC.


You've said that you have a -- your true-up includes the two things we just talked about, but it includes one other thing, which is that the 2014 was subject to the half-year rule.


Can you just give us an explanation as to why -- what is the difference between what was approved and what you are new truing up?


MS. REECE:  In the original application, which was -- so of course for the 2013 ICM, we started the process and had that filed in August of 2012.  At that point in time, we had claimed and requested that there would be a rate rider in place until the next cost of service, which at that time was planned to be May of 2014.


Subsequent to that, we then did submit a request in January to the Board to move our cost of service date to January 1st of 2015, but we had not -- between then and the time in which we got our final rates for 2013, we had not received any formal approval on changing of the date.


So at that time we were expecting, of course, when we did the rate application that we would be running out only to May of 2014.  After the request, of course, the ICM runs out and continues until our next course of service.  So we are stating that for those eight months from May 1st of 2014 through to December of 2014, being we have already been subject to the half-year rule and depreciation for the year of 2013, we are making the additional claim for those eight months at a full depreciation amount, as opposed to the half-year rule and that stub period.


MR. SHEPHERD:  So this is -- you -- the Board didn't require you to move your cost of service date back a year, right?  It was your request?


MS. REECE:  Yes, it was our request.


MR. SHEPHERD:  And as a result of that, you had an ICM in your last year of IRM, so the half-year rule applied to it.  And it was no longer in the last year, as it turned out, because you delayed it one year, and so your actual depreciation exceeded your ICM recovery by the impact of the half-year rule.


MS. REECE:  Yes.


MR. SHEPHERD:  And you are asking to recover now that additional depreciation that you collected, that you charged, from an accounting point of view, in 2014?


MS. REECE:  Correct.


MR. SHEPHERD:  Okay.  Thanks.  I understand.  Thanks.  That's all the questions I have.


MR. GARNER:  I think I'm next on 9.  Are we on 9, or are you -- sorry.


MS. GRICE:  I don't have any questions on 9.

Questions by Mr. Garner:


MR. GARNER:  I do.  Mark Garner with VECC.


To beat a dead horse a little bit longer, the transformer and the bypass, I was not a party to the decision or part of that application, so excuse my ignorance as I go through these.  Just from what I've read and what I've heard, I just want to understand the sequence of events that happens.


So am I right that in August 2012, you filed the application for the ICM module?  Is that right?


MS. REECE:  Yes.


MR. GARNER:  And when you originally filed that application, am I right you said -- you asked for one transformer?  That was the model?  Is that what it was?


MR. VANDERBAAN:  No.  We had asked for the two transformers.


MR. GARNER:  You had, then, the two at that time.


And the Board approved this -- do you recall when, after the filing?  2012 was when you did it?


MS. REECE:  April 19th, I believe was the --


MR. GARNER:  So April -- I don't need the exact date. I'm just trying to figure out the actual -- April 19th of what year?


MS. REECE:  2013.


MR. GARNER:  2013.  So the thing that you didn't know by the time that application was approved was that you were going to reconfigure things such that you would move load off of Hydro One's station?  Is that the thing that happened?


MR. VANDERBAAN:  Yes, it was during the year 2013 that we started discussions with Hydro One as to -- we had kind of indicated to them we were thinking of moving additional load from the existing station onto the new station, and what was the impact.  And that's when we realized there would be a bypass.


MR. GARNER:  In layman's terms for me, why is that -- in general and in short, why is that a good thing to do vis-à-vis what you had originally planned?


MR. VANDERBAAN:  The customers benefit from improved reliability, primarily; that was the main reason.  So instead of having 5,000 customers all concentrated on one feeder, we can split that into additional feeders from the new station.  But to do that, the load moves as well.


MR. GARNER:  Was there a problem, a reliability problem off of the existing arrangement?


MR. VANDERBAAN:  Yes, well, the problem was more exposure. We've got really long feeders running through treed areas.  So whenever there was an outage, you’d have five thousand customers off.


By splitting that, reducing it to, say, two thousand customers, that same --


MR. GARNER:  But had you had any historical issues in the past, let's say, three or four years on those feeders?


MR. VANDERBAAN:  Yes, tree contacts and squirrel contacts, primarily.


MR. GARNER:  Thank you.  So at the time that you complete the application or did the application, would you have alerted to the board -- I guess you would not have alerted the board to the fact that you were going to reduce your transformation connection charges by about $475,000 as part of this arrangement -- because that's what happens, as I see in the evidence.


MR. VANDERBAAN:  We were not aware of that at the time.


MR. GARNER:  So the board didn't see that either, it didn't understand that was going to be part of what happened.


MR. VANDERBAAN:  Correct.


MR. GARNER:  Okay, thanks.


MS. DJURDJEVIC:  Okay, Shelley, you didn't have anything on this?


MS. GRICE:  No, I did not.  Thank you.


MS. DJURDJEVIC:  So Board Staff?
Questions by Ms. Armstrong:

MS. ARMSTRONG:  Raj, do you want to go first and then I’ll -- I just wanted to know -- I didn't see -- it's regarding 2-Staff-70, TCQ, continued schedule.


I didn't see the 1575 new schedules.  Are they going to be provided?


MS. REECE:  Yes, they will.


MS. ARMSTRONG:  Okay, and I have another question about 4-Staff-75 and part (a); the answer to part (a) is not clear to me. It looks like you have lower expense, but you are asking for recovery.  It should be the other way around


MS. REECE:  Which question -- sorry, your question is again?


MS. ARMSTRONG:  4-Staff-75, so it is number 24, employee future benefit accrual.


MS. REECE:  Sorry, if you could repeat your question, please?


MS. ARMSTRONG:  Okay, so, the question was: 
"Festival Hydro identified a transitional difference arising from employee future benefit accrual.  The accrual under IFRS is 44,850 less than the accrual under CGAAP.  Festival indicated that it is requesting a variance account for 44,850 that would be owing to Festival."


But that -- it's a lower amount. so it should be the other way around.


MS. REECE:  I'll have to take a look into that and see.  Okay?


MS. DJURDJEVIC:  That will be Undertaking JT1.13.

UNDERTAKING NO. JT1.13:  to update the response to 4-STAFF-75-TCQ regarding the employee future benefit accrual


MS. DJURDJEVIC:  Raj, could you just describe the undertaking?


MS. ARMSTRONG:  To update it, if that's what's needed, to update the --


MS. DJURDJEVIC:  To update the response to 4-Staff-75?


MS. ARMSTRONG:  Also regarding -- update proposal regarding the employee future benefit accrual.


MS. DJURDJEVIC:  Thank you.


MS. ARMSTRONG:  So I'm going to -- I don't have much to continue, since Jay asked pretty much most of the things.


But just to add to Jay's undertaking, I realize that you were following a smart meter board policy when you booked the OM&A costs.  However, I would like you to take a look and see if there is any other board document where you would base that on, because the smart meter policy was a very specific policy regarding an initiative that was government-required, which this one is not.


So, if you could add that?


MS. REECE:  Certainly.


MS. ARMSTRONG:  And then following our earlier discussions on the intangible asset, I know -- from Jay, I understand that he was talking about it as capital -- the bypass agreement as a capital expense.


I still would like as an undertaking a letter from your auditor that under I4S, a bypass agreement -- which, in essence, is a penalty for no longer using the load -- would be considered an intangible asset.


MS. DJURDJEVIC:  Okay.  I think we've got two undertakings here, if I’m not mistaken.  JT1.14 would be to advise if there is any other board document or policy that the Festival has relied on in support of its --


MS. ARMSTRONG:  That could be added to Jay's undertaking for the cost-benefit analysis.


MS. DJURDJEVIC:  Okay, that could be relied on or in support of the cost-benefit analysis.


MR. GARNER:  Ms. Armstrong, do you mind if I ask a question about that, because it just strikes me as -- why that proposal as opposed to a variance account in which to recover the 1.2 and simply the carrying costs of that account for as long as it required to get the money?


I'm just trying to understand the -- it seems to me there’s two ways to do it; one, being questioned by Staff whether it becomes an asset and attracts a return, and the other being a variance account in which you basically recover the amount.  Why one over the other?


MS. REECE:  We did review this with our auditors at the time of the audit, and they did sign-off on it in their audited financial statements as containing the qualities of an intangible asset as outlined in either IAS38, or in the CPA handbook, section 3064, in terms of the nature of it having a future benefit, the nature of it --you know, the control, that we have control over the outcome of this, and that it is an identifiable asset.  So we're looking at it on that criteria.


We also thought it also did fit in the definition of 1609, which is -- in that it’s very similar to a contribution that you would give to another LDC for work being completed.  So that's sort of the rationale we followed there.


We think it is a balance sheet item, a true asset as opposed to a variance account item that would be collected over time.


MR. GARNER:  I wonder if adding to the burden of this undertaking, which is getting heavier each time we go around here, would it be possible to provide the difference in cost of revenue requirement, if you were say -- as opposed to your proposal -- recover this amount over a three-year period and using the carrying costs of your standard DVA accounts.


Would there be -- I'm trying to figure out, would there be a significant difference in costing, if you did it that way.  Is it possible for to you do that?


MS. REECE:  Sure, we could calculate that out and see what the impact would be.


MR. GARNER:  If you could add that to the undertaking, I would appreciate that.


MS. DJURDJEVIC:  That will be JT1.15 and just to sum it up, that’s to provide the difference in cost or revenue requirement -- could you finish the question, Mark?


MR. GARNER:  If Festival were to use a deferral account to recover the amount of the bypass penalty.  And the term I was suggesting was a three-year term, and I'll tell you quite frankly why.


As I look at the revenue stream that now comes and roughly speaking, it is a three-year revenue stream, 475 times 3 roughly gets you to the same place.  Thank you.


MS. DJURDJEVIC:  Okay, thank you.

UNDERTAKING NO. JT1.15:  to provide the difference in cost or revenue requirement if Festival were to use a deferral account to recover the amount of the bypass penalty over three years.


MS. ARMSTRONG:  And then one last question.  I know there was some informal discussion about that D1 factor, which is a new proposal, I understand, as part of the interrogatory responses.


Just curious.  Given that the Board has not put out a policy on that, why would it be appropriate to apply for a deferral account on something that has not been established by the Board at this point?


MS. REECE:  Being this is our cost of service opportunity to identify, we knew that the policy is being considered and we figured that we wanted to get the request in there for a deferral account, being we fall into this situation ourselves in the 2014 cost of service applicants.


So we wanted to ensure that it wasn't -- that we got the request in here to make the account available.


We may or may not use it through time, but to ensure that this item was made aware to the Board that we were putting this request forward, in the event that there is an approval put through by the Board for the new policy.


MS. ARMSTRONG:  Right.  Following up, you say you may or may not use the account.  Are you able to provide a cost estimate over the depreciation expenses, return on capital and associated PILs that you would have for each of the IRM years?


MS. REECE:  Yes.  We do have capital projections that is far out, so I should –


MS.  ARMSTRONG:  If you could do an undertaking and provide that to the Board, that would be great.


MS. REECE:  Certainly.


MR. SHEPHERD:  Can I ask a follow-up question on this with you?


MS. ARMSTRONG:  Let me just finish one last 
question --


MS. DJURDJEVIC:  Just for the record, JT1.16.  Can you just restate it, please?


MS. ARMSTRONG:  Provide a cost estimate of the depreciation expenses, return on capital and associated PILs for each of the IRM years.

UNDERTAKING NO. JT1.16:  TO PROVIDE A COST ESTIMATE OF DEPRECIATION EXPENSES, RETURN ON CAPITAL AND ASSOCIATED PILS FOR EACH OF THE IRM YEARS.


MS. DJURDJEVIC:  Thank you.


MS. ARMSTRONG:  And then my last question is if you could take an undertaking stating how this deferral account would meet the criteria of causation, materiality and prudence.


MS. REECE:  I have given a bit of an explanation, but I will expand on that in the response.


MS. ARMSTRONG:  Yeah.


MS. DJURDJEVIC:  That will be JT1.17.

UNDERTAKING NO. JT1.17:  TO EXPLAIN HOW THIS DEFERRAL ACCOUNT WOULD MEET THE CRITERIA OF CAUSATION, MATERIALITY AND PRUDENCE.


MR. SHEPHERD:  What I don't understand is why you are asking for a deferral account in a cost of service year.  You are not proposing that it apply in this year, right?  In the cost of service year?


MS. REECE:  We will have this half-year that -- part that is not being accounted for; correct?  In the cost of service year?


In the year of cost of service, we have the average of our assets for the two years.


MR. SHEPHERD:  You lost me, sorry.


MS. REECE:  For our rate base, it is the average of the two years, the previous -- the test year and the bridge year assets, so we are missing out on that half-year portion of depreciation.


MR. SHEPHERD:  I don't understand that at all.  In your forecast in this application, your forecasting rate base in the test year, right?


MS. REECE:  Yes.


MR. SHEPHERD:  And you are forecasting your actual rate base in the test year, right?


MS. REECE:  Yes.


MR. SHEPHERD:  And you are proposing to recover all of your depreciation in that year, right?


MS. REECE:  It is subject to the half-year rule, though.


MR. SHEPHERD:  Yes, of course, but the half-year is appropriate for the assets you add in in 2015, right?


MS. REECE:  Yeah, but the other half of that depreciation, we don't get recognition for that part in our rate base until we come to next cost of service again.


MR. SHEPHERD:  The question I'm asking is:  Why is -- in 2015, it is correct, right?  The only impact of the half-year rule for those additions would be in 2016, right?  And beyond?


MS. REECE:  Yes.


MR. SHEPHERD:  So I don't understand why this is relevant to the 2015 rate case at all.  You are not proposing to use this account in 2015, right?


MS. REECE:  That's correct.


MR. SHEPHERD:  That's my only question.


MS. DJURDJEVIC:  Staff doesn't have any questions.


Does anybody have anything else?


MR. SHEPHERD:  We haven't done issues -- most of the issues yet, so...


If we're going back to issue 1, I have lots.


MR. STOLL:  We are through 1 -- or, sorry, 3, 7, 8 and 9.  Correct?


MR. SHEPHERD:  Right.  So we have 1, 2, 4, 5 and 6.


MR. STOLL:  Right.  Okay.  I just want to make sure everybody is on the same wavelength.  And we are going to go issue by issue again, right?

MR. SHEPHERD:  So the intervenors have talked, and I think I'm going to go first on issue 1, if that's okay with you.


MS. DJURDJEVIC:  Fine.

ISSUE 1

Questions by Mr. Shepherd:


MR. SHEPHERD:  So my first question on issue 1 is with respect to 1-SEC-4, which is question 21.


And I understand that you're refusing to advise which customers told you that you had a reliability problem; is that right?


MR. VANDERBAAN:  That's correct.


MR. SHEPHERD:  So, Mr. Stoll, perhaps you can explain.  You've relied on this, quote, fact that customers have said there is a reliability problem throughout your application.


Are you telling us that we, though, cannot explore that, because that hearsay, we don't even know who said it?


MR. STOLL:  I think part of the problem -- or the concern, Jay, is if you start going into this, you are divulging specific customer information, and you get into problems about that sort of information being completely public, regarding what the comments were, when we don't know that the ratepayer intended those comments to be attributed to them.


MR. SHEPHERD:  Then how can you rely on the statements if you won't even attribute them to somebody?  I don't understand how that's possible, from an evidentiary point of view.


MR. STOLL:  The -- well, reliability is not just solely the customer, but we -- and I'd have to talk to the client.


If the information was provided confidentially, does that get you where you want to go, Jay?  I'm concerned about having not told the customer that their comments will be -- form part of a public record, forming part of a public record, when in the aggregated information that's not attributable to them.


MR. SHEPHERD:  Here's what the problem is.  And this is not the first time this has come up.  It's come up in other cases.


I don't actually want you to give me a list of who said what.  What I want is a list of the customers, because I'm going to call them and I'm going to ask them what they told you, and they'll tell me.


One of them is probably a school board, and maybe two of them are school boards.  And what we found is that when we make those phone calls, the customers tell us something different than the utility has said.


So, for example, in one other case when we were told the customer said that we should spend a little more money to improve our capital infrastructure, I called the two school boards that they talked to, and the school boards said:  We told them in no uncertain terms that we were opposed to their increase in rates.


So I want to be able to call them and ask them what they actually said to you.


MR. STOLL:  So are you saying you would call any customer, or just your constituents?


MR. SHEPHERD:  The ones that you are saying -- the larger commercial and industrial customers that you said you talked to, I'm going to call them and I'm going to ask them what they told you.


MR. STOLL:  All right.  Well, I'll take it -- I'll take it under advisement and get back to you, Jay.


MR. SHEPHERD:  Can we get an undertaking on that, please?


MS. DJURDJEVIC:  Well, I guess that would JT1.18, to consider -- that's not an undertaking, but to consider --


MR. STOLL:  My undertaking to respond to Jay regarding that we will provide information regarding specific customers.


MR. SHEPHERD:  All right.


MS. DJURDJEVIC:  Could you get a little closer to the mic, please?  I didn't hear that.


MR. STOLL:  It is my undertaking to respond to Mr. Shepherd's request for specific customer information.


MS. DJURDJEVIC:  Okay.

UNDERTAKING NO. JT1.18:  TO ADVISE WHETHER FESTIVAL WILL PROVIDE A LIST OF CUSTOMERS WITH CONCERNS OVER RELIABILITY ISSUES.


MR. SHEPHERD:  My second question is on question 24, which is 1-SEC-7.


We have asked for the financial statements of this affiliate, and you've said that they're confidential.  And I don't actually have a problem with them being confidential, but I still want to see them.


So I'm asking to you file them.  File them in confidence, make a case for them being confidential, and the Board will determine whether they should be.  I'm not going to oppose them being confidential.


MR. STOLL:  Would any of the other intervenors have any concern?  I just want to know if we are going to have a full motion on confidentiality if we do file them.


MR. AIKEN:  I wouldn't.  I also don't want to see them.


MR. SHEPHERD:  Usually when it comes to financial statements, I’m the one that looks at them.


MR. STOLL:  No, I understand that.  But I want to make sure who is going to be looking at them, Jay.


MR. SHEPHERD:  Will you undertake to file them in confidence?


MR. STOLL:  Can we -- I haven't -- I don't have instructions on that, Jay.  Can I take -- can we take a break for a few minutes, and we can come back after the break?  I can confirm one way or the other.


MR. SHEPHERD:  We'll have a break at some point. I'll just park that.  Just remind me after we take a break and we’ll leave it to then.


My next question is on -- hang on.  My next question is on -- now, this is in your pile of attachments, and I'm not sure whether it has a number.  But the document is “Board of Director Governance Manual, Governance Framework”, and I'm on page 2 -- yes, page 2 of that, and this is the declaration of the sole shareholder.


MS. ARMSTRONG:  This one here, Jay?


MR. SHEPHERD:  No, this is section 2.  It says page 2 on it, but it’s actually --


MS. ARMSTRONG:  This is page 1?


MR. SHEPHERD:  It says page 2 on the top, but obviously it’s a lie.


I have two questions about this.  First of all, this declaration is dated January 13, 2014, so can we have the previous one, please?


MS. DJURDJEVIC:  That would be undertaking JT1.19, to provide declaration for sole shareholder that predates January 2014.

UNDERTAKING NO. JT1.19:  to provide declaration for sole shareholder that predates January 2014


MR. SHEPHERD:  And the second question -- you've said yes to that?  I didn't hear anybody say it.


MR. SEMSEDINI:  That's fine.


MR. SHEPHERD:  Okay.  And then the second is the -- this declaration says you cannot declare or pay dividends or make any other distribution of assets without the prior written consent of the shareholders -- which is the city, right?


What is the process you go through for that?


MS. McCANN:  Basically we get -- our board of directors pass a resolution with their recommendation.  We forward that on to the city of Stratford.  The City of Stratford then -- their Council approves or the recommendation


We get approval back from the City of Stratford, and then we go back to our board for our own resolution, which everyone signs.


MR. SHEPHERD:  To actually declare the dividend?


MS. McCANN:  To move forward, yes.


MR. SHEPHERD:  But you have a dividend policy, right?


MS. McCANN:  Yes.


MR. SHEPHERD:  You have a written dividend policy.  So basically, as long as you're following the policy, it is perfunctory.


MS. McCANN:  Basically we have to follow all the requirements that would have official approval from the city.


MR. SHEPHERD:  But you still actually take the step of saying this is the dividend we want to declare, please approve it.  And then they approve it and you do it, right?


MS. McCANN:  Yes, we do.


MR. SHEPHERD:  Thanks.  Then the next question I have is on -- is on section 6 of that document, the governance manual.  This is on enterprise risk management and it is, I think -- it is not page 6, sorry.  It's section 6, so it's further on, quite a bit further on.


MR. AIKEN:  Too far.


MR. SHEPHERD:  I just got too excited.


MS. ARMSTRONG:  I'm getting there.  I'm getting there.


MR. SHEPHERD:  So this requires your board committees to do an annual assessment of risks facing the organization.


I assume -- am I right that these are two separate analyses?  One is done by audit and finance, and one is done by human resources and risk management -- or is it one?


MR. SEMSEDINI:  The way we're going through the process right now, we're actually going out with another utility for a joint ERM.  Realistically --


MR. SHEPHERD:  Sorry, ERM?


MR. SEMSEDINI:  Yes, enterprise risk management, so really an assessment of our organization kind of at the whole level, which would include financial aspects and things that would include human resources.


So, from that point of view, the whole board will be reviewing it through one of their committees or both.  We haven't gotten to that step yet, but we are currently in the process of it.


MR. SHEPHERD:  So this -- although it has an issue date of 2013, it was revised in 2014 and that requirement to do a risk management analysis annually, is that new this year?


MR. SEMSEDINI:  Yes, so this is our first -- we've had a risk management before, but it was more of a, let’s call it a health and safety level.  So what jobs were safety related, that would be an issue, and what do we have to do to make the work safer.


This is really our first crack at let's look at the whole organization: cyber security, financials, all the elements of the business, health and safety, and see what we're doing and where -- you know, what our top ten, for example, risks are.


And that will be to go to the board, the board will look at those risks, and then we will put a plan forward into how we correct those risks.


MR. SHEPHERD:  So you have -- who is the other utility that you’re doing this with?


MR. SEMSEDINI:  Kitchener Wilmot Hydro.


MR. SHEPHERD:  Okay.  So you and Kitchener –-


MR. SEMSEDINI:  Let me just say potentially.  They’re going to their board for approval on dong the process.


MR. SHEPHERD:  So you, or you and Kitchener, will retain a third party –


MR. SEMSEDINI:  Correct.


MR. SHEPHERD:  -- to do an analysis.  Do you know who that is or –


MR. SEMSEDINI:  No.


MR. SHEPHERD:  It’s an RFP?


MR. SEMSEDINI:  Correct.


MR. SHEPHERD:  Okay.  But that will be a risk management firm?


MR. SEMSEDINI:  Correct -- well, somebody involved in risk management.  Who that is, today I can't tell you based on -- as we get the scope of work completed, we will look at what other utilities have used, who we want do we go out for; do we go out for general tender -- we’ll kind of make those decisions as we go forward.


MR. SHEPHERD:  So this is sort of your starting point?  You are going to use this external review as your starting point and then internally, each year after that, you'll update it?


MR. SEMSEDINI:  Yes.  So what -- I guess the ideal world we would hope for is -- let's say we come up with our ten highest identified risks.


Then over a timeframe -- and the board might say that's three or five years, and we'll have to look at that in terms of looking at the whole ERM process all over again -- we say let's pick off two or three of our most severe risks per year, identify can we eliminate the risk, how can we protect against the risk.  So we’d focus on those on a year over year basis to get, I guess, a better risk assessment or a better completion of risk within our organization over a three to five-year timeframe.


MR. SHEPHERD:  So prior to this process, you didn't have a formal approach to risk management.  You didn't have a formal process in which you identified the risks to the organization, except health and safety?


MR. SEMSEDINI:  I would say in my time there, that's true.  Maybe I can look at some of the others in terms --


MR. VANDERBAAN:  Other than the annual audits by the auditors; they focused in on primarily financial risk and fraud control, things like that.


And then management would then take it upon themselves, on an ad hoc basis, to review internal risk, primarily on -- health and safety was always the primary focus, but we would consider other risks to the organization, such as the building security, for example. That is one project that we already initiated to update that to better protect our employee from people coming in employee doors and things like that.  So it was an ad hoc management style that addressed sort of the enterprise risk.


MR. SHEPHERD:  It is a small enough organization that you sort of have your finger on the --


MR. VANDERBAAN:  Yes.


MR. SHEPHERD:  -- on what’s happening, and you don't need to formalize is it; is that fair?


MR. VANDERBAAN:  Yes, historically we’ve kind of -- didn’t formalize it, because we all kind of knew what was going on.  We’d have regular managers meetings and if something came up with the staff having a question, we would say, yes, that’s a good idea.


I think it was maybe ten years ago we came up with the whistleblower policy, because somebody said we should probably have that, so we looked into that.


But now, as we said, we want to get a third party in to give us their independent assessment of the entire risk management of the company, and then start moving on that to see what's the greatest risks and how do we mitigate those.


MR. SHEPHERD:  What was the genesis of this?  What caused you to go in this direction?


MR. SEMSEDINI:  I would say it was a board-driven change, because there hadn't been anything that went to them, I think in the last -- you know, the last time we had done this before was probably what, 2009 or 2010, in terms of the health and safety risks.  And that was kind of the last time we had done it, so I think they felt it was time to -– okay.  It's been a number of years now, four, five years, since the last one we've done.  Let's assess where we are from a risk perspective.

And in my mind and I think in the board's mind, as they've approved us going with a third party in our last board meeting –- you know, our comment was:  Well, we don't know what we don't know.

So it is nice to get somebody in on some frequency, to say:  Are these the enterprise risks?  Are you guys aware of other things in similar businesses that you should worry about?

And I think cyber-security is a big one.  I see the Board has also taken an interest in cyber-security as it relates to utilities.  So that might be an issue where we say, you know:  Do we have plans?  What kind of plans need to be there?  What kind of third party testing gets done?

And those might be areas we don't know a lot about that, so we are hoping these firms can at least come in and say:  This is kind of the industry standard where you should be.  And we can take that and move forward to kind of better governance of our organization.


MR. SHEPHERD:  Have you in the past used comparisons to other utilities to identify risks?  Like, you share risks with a whole lot of other utilities, right?


MR. SEMSEDINI:  Right.


MR. SHEPHERD:  And you are talking to those other utilities all the time, right?


MR. SEMSEDINI:  Right.

MR. SHEPHERD:  And you know these people.

Have you been using that to identify risks in the past?  Have you had any process for that?


MR. VANDERBAAN:  Yes.  We did it primarily through the MEARIE Insurance, because they would basically identify things like cyber-security.  And we would have annual meetings with them with the other utilities, and they would talk about:  Yes, cyber-security is something we need to look at.  Here's some insurance coverage for it, but here's also some best practices to start looking at.

So yes, we definitely network with the other utilities, and that's how some of these risks came up, even in health and safety.


MR. SHEPHERD:  Are there some costs associated with this new process in your application?  This is going to happen in 2015, right?


MR. VANDERBAAN:  Correct.


MR. SHEPHERD:  Are there costs associated with that in this application?


MR. SEMSEDINI:  Debbie may correct me, but we were -- we were planning to complete this in 2014, as more of an internal exercise.  There were some toolkits that MEARIE had in terms of being able to put a risk assessment together, an ERM risk assessment together.  And that was kind of the initial thought in early 2014.

We have sat down and we actually had sat down with Kitchener to go through that program and see how it would help us in identifying risk.  And really it was a placeholder.  So in a lot of ways was it was:  Here is cyber-security and here are some procedures you might have.

But it didn't speak to your organization and say:  Where are you versus kind of the industry average?  Where are you light?  Where are the areas you need to focus on?

So from that discussion, we talked with Kitchener and said maybe we should go out with a third party to kind of do this based on this doesn't give us a lot of information going forward.  We don't even have firm pricing yet, so I'm going to suspect the answer is no, that is not involved in our OM&A cost for 2015.  I stand to be corrected by Debbie, but it wasn't something that we had identified previously.


MR. SHEPHERD:  Can you confirm that, Debbie?


MS. REECE:  No, I don't think -- other than we do have, you know, funds that we do spend on health and safety and some kind of risk assessments.  But certainly not at this size of --


MR. SHEPHERD:  You didn't include an incremental amount in your budget for this risk assessment process?
MR. SEMSEDINI:  Correct.


MR. SHEPHERD:  You mentioned cyber-security a number of times.  This is not about cyber-security, though?  That is just an example that you are using?


MR. SEMSEDINI:  Yes.

MR. SHEPHERD:  So it includes things like succession planning and stuff like that?


MR. SEMSEDINI:  Or governance procedures.  There's a myriad of information that they're going to look at and try to poke holes in.  So how is your health and safety system?  What do you have in there?

And they kind of look at it and then might say:  Oh, you guys aren't doing enough on health and safety.  You need to look at this area.

Cyber-security might come up.  Financial audits might come up.  So really we're expecting it to be across the entire organization, and really just give us that poking and prodding to say:  What areas do we worry about risk?

And then our board can get a good feeling of saying:  Yes, we have identified where our risk is, as a board, and management has now come up with ways to fix that, or mitigate that risk as we move forward.


MR. SHEPHERD:  Now, do I assume that -- asset management is not included in this, so you're not expecting somebody to come in and say:  Well, you still have some 4 kV feeders and that's a risk you've got to address?  Or:  Your maintenance program for substations is not up to industry standards.  Or:  Your tree trimming is not up to -- you are not expecting that?  Asset management is completely separate?


MR. SEMSEDINI:  I would -- and we'll see when we get into the scope of work.  Even if you've got some questions in terms of:  Do you have an asset management policy that you follow?  Do you have a maintenance policy that you follow?  And just have a high understanding of the general programs, I would expect that that could be something within an enterprise risk solution, in terms of them getting into, you know, like, an engineering coming in and saying:  What are you guys doing here?  I think you need to be upgrading your 4 kV.  Or:  Have you looked at congestion on this line?

We're not looking to get to that level.  It really is for a board governance perspective, you know, at that highest level of the organization.


MR. SHEPHERD:  Okay.  All right.  I think I understand.

And so the obvious question is going to come up:  Why wasn't this done before this application was filed?  You'd expect that -- I know somebody is going to ask the question.


MR. SEMSEDINI:  Yeah.


MR. SHEPHERD:  Why wouldn't you have had this in place to inform the application, since it's sort of five years of rates?


MR. SEMSEDINI:  The only thing that I can really point to is some of the transition that we've had and the initial plan, I guess, under the former CEO in terms of how we're going to roll this forward.  Kind of being involved and sitting down with Jac and talking about enterprise risk management and what we've done in the past, and our capability to do it in the future.

This was something that's kind of come up in the last three to four months that we've been talking about, with approval from the board to go out and look for companies to do this, at our last board meeting, which was early September.

So it hasn't been something that I would say has been on our radar in terms of going out for another organization to do an ERM for us when the application was filed.


MR. SHEPHERD:  The combination of your decision to shift load on the transformer last year, plus this new risk management approach, suggests to me -- and tell me whether this is right -- that you are an organization in the process of changing to a different corporate culture, that your style of management is changing; is that right?


MR. SEMSEDINI:  I would say that's a fair assessment.  I mean, in terms of whenever you have, I think, a CEO change within an organization, there is a cultural change that happens when the top of the organization transitions.

So I would say that's a fair comment.


MR. SHEPHERD:  I wasn't so much asking about personalities in that sense.  I was asking more, you know, utilities -- smaller utilities get to a point where they can't be operated as much on the basis of the sort of anecdotal approach that small utilities do, where, you know, managers sometimes climb a pole.


MR. SEMSEDINI:  Right.


MR. SHEPHERD:  And so they actually know the system really well.

And there is a point at which you become a more formalized organization, and am I understanding that Stratford is sort of at that point where you are -- Festival is at that point where you are going through that?


MR. SEMSEDINI:  I would say yes.  If you look at some of the stuff we've done with increased pole testing and getting more information now and saying:  This is a bad area of town.  Or, you know, should we be doing maintenance on these polls, like over-wrap, Or whatever the issue is?

More so than relying on our engineering manager to say tell us where the bad areas of town are.

I think we are getting to more specific data showing us the areas that we need to spend dollars.  And I think you see that within our asset management plan, in terms of taking some of that information and really stretching out a plan that we believe going to be solid over a ten-year timeframe, in terms of our spending and that spending decreasing from our previous capital spending.

So I think it is that information that is leading us down that line.


MR. VANDERBAAN:  We are also seeing it from the board perspective of them continuing to evolve from a PUC commission into sort of more independent board of directors, getting more formalized in their whole governance procedures and kind of dividing that line between the operational questions and the strategic questions that they should be focusing on, rather than before in the PUC commission they would know details of almost every capital project.  Whereas now they don't, and now they are more focused on succession planning and strategy and how do we protect the entire company, rather than, you know, this sort of the year to year that the PUC commissions used to be at.

So it's -- starting with the board and with management changing, to say:  We need to become more sophisticated.


MR. SHEPHERD:  Is this change, is that something that's actually being overtly discussed, or is it just sort of happening?  Is this something where you sit down, for example, with the board of directors and you say:  This is where we're going, this is going to be a different organization; let's talk about it?


MR. SEMSEDINI:  Yeah, I think we are getting into those discussions heavily now as we are getting into a strategic planning session.  So this is just another example of what we're doing.  As part of that process, we're doing stakeholder engagement, customers, regulators, associations, sitting down with these people and really asking the question:  Where should this utility go, where should utilities go, and what's your input.

Then we're sitting down with senior management, management employees, and then before we go with the board in our strategic planning process -- so I think a lot of this is going to play out within this strategic planning process, because as we get to an answer of what kind of organization do we want to be, then it's going to be our job to implement that strategy into a day-to-day process.  So I think it is going to be a very overt process that we go through.

MR. SHEPHERD:  I’m sorry to take so long on this, but it is actually rare that we see a utility right at that point, and so it is very useful to us -- to me, anyway.

The one thing that you haven't talked about in the course of this change, which I assume is part of it, is benchmarking and how you -- sort of the different approach you have to benchmarking, when you have a for normal and sophisticated organization.

Do you have a plan for that, for changing how you benchmark?

MR. SEMSEDINI:  I would say -- I am going to give a yes-and-no answer.  So I think with what the Board's come out with their benchmarking, that is a good thing that we takes to our board of directors.

MR. SHEPHERD:  Sorry, the Board?  OEB?

MR. SEMSEDINI:  Sorry.  The scorecard that the OEB is moving forward with, we to go our board of directors now with that scorecard and for us, you know, a lot of it has to deal with the story.  So a lot of the things that we tell our board, it’s the education piece.

So utilities are in different parts of their life cycle.  Are you doing heavy capital build because you haven't done it in a while.  Do you have a high growth utility, and how is that going to affect your scorecard results.

So we spend time with our board to say here are results.  Here are areas that you just might look at and say, oh, this is a problem; why is your liquidity ratios low.  And then we might say, well, we just built a new transformer station.  We've gone to a 60/40 debt equity structure.  It is expected that that's where we should be.

So that whole process has really been an education piece for our board, and something that we've gotten from the OEB.

We also use stats, and you will see it in the governance policy through MEARIE and comparing ourselves to other utilities, in terms of how we do in certain areas.

And again, that is just for the board to get a sense of is there an area we should be worried about.  And if they highlight something, it’s, well, do we have a reason why we’re there.  Do we have a reason -- and we've noticed that even on the PEG analysis as well, right.  Is there a reason why we've gone to a higher cost utility.  Well, it looks to be around capital; what have we done in capital in the last ten or fifteen years, was that a good thing, and what are we doing going forward, and how does that affect our positioning and our benchmarking.

So we are using quite a number, I guess, of different benchmarking tools to see how the utility is doing.  Some of those are new, so as we go through, our board will be more familiar with them.

MR. SHEPHERD:  Just while you brought that up, your PEG rating is actually lower than I would have expected with your rates, right?

MR. SEMSEDINI:  Correct, yes.

MR. SHEPHERD:  And I take it that's because you've invested relatively high in capital over the past decade.

MR. SEMSEDINI:  Correct.

MR. SHEPHERD:  And you are going to invest relatively less than other utilities in the next decade, is that right?

MR. SEMSEDINI:  Right.  So if you look at -- and I think it was in response to your question, Jay, that we had -- we expect that within -- you know, if we use the numbers, and I went into the PEG Excel sheet, and you probably need a Ph.D. to figure it out.

But I felt like I got into an area where I could mess around with it a little bit, and what we kind of found was we expected to go from the fourth group to the third group with our new reduced capital spending, kind of in that two and a half to three-year timeframe, and our expectation is if we could keep a capital program with relatively flat OM&A costs over the next ten years, we would actually hit our benchmark data within kind of a ten-year period.

So all of that kind of comes back to saying exactly what you’ve said.  We spent heavily in capital over the last ten to fifteen years, and through our asset management process and DSP, what we've learned is if we want to maintain system condition, we are kind of at that, you know, two-six kind of spending over the next ten years, and that has our infrastructure stay in the same general condition as it is today.

So we are making kind of that move into the next cycle, I guess, of Festival Hydro's asset management plans.

MR. SHEPHERD:  Excellent, excellent.  That leads to my next question, which is something sort of -- it follows from that exactly, and this is in section 7 of this manual under F(i), capital investment policy.  It is page 2 of section 7.  It says page 2 anyway -- yes, here we are.

And so I have two questions about this.  First of all, this says revision date, November 2013.  Can you tell me what the major revisions were, the recent revisions? How did this change from your previous capital investment policy?

I'm not concerned with the wording changes; I'm concerned with substantive changes, any big changes.

MR. SEMSEDINI:  If we could just take a look at that.  Our board went through a complete governance review, so I just want to assess that -- you know, was there a major change, or was it a revision date because they've reaccepted the policy.

MR. SHEPHERD:   Okay. So you want to undertake on that?

MR. SEMSEDINI:  Sure, yes.

MS. DJURDJEVIC:  That will be JT1.20.  Can you state that?
UNDERTAKING NO. JT1.20:  To provide the amendments to section 7(f)(i) capital investment replacement policy in November 2013

MR. SHEPHERD:  Amendments to section 7(f)(i) capital investment replacement policy in November 2013.

My next question is page 6 of section 7 in that same document.

MS. DJURDJEVIC:  What's the heading?

MR. SHEPHERD:  This is your financial policies, and one of your financial policies is interest rate paid on municipal debt.  It says you pay interest to the shareholder at the 2002 OEB deemed interest rate.

Is that still true?  Is that's correct, or has that been changed?  I know what you are claiming from the ratepayers is the current rate.

MS. REECE:  The current rate, yes.

MR. SHEPHERD:  Are you actually required to still pay the shareholder the 2002 rate?

MS. REECE:  Yes, that is the rate that we are paying currently.

MR. SHEPHERD:  So that's like seven or something, or six and --


MS. REECE:  Seven and a quarter.

MR. SHEPHERD:  Seven and a quarter.  Doesn't that create a problem for you, that your recovery from ratepayers is significantly less than what you are paying the shareholder?

MR. VANDERBAAN:  It's a challenge, yes.

MR. SHEPHERD:  Why has the shareholder not shifted it to current market rates?  Do you know?

MR. SEMSEDINI:  I don't think we can speak for the shareholder.  I'm not sure.

MR. SHEPHERD:  Well, have you talked to them about it?

MR. SEMSEDINI:  Not as of present.

MR. SHEPHERD:  Okay.  The next is -- the next page refers to the MEARIE utility performance management survey.

Can you file that, please?

MS. REECE:  Scott?

MR. STOLL:  I don't think there is an intention -- they haven't specifically relied on -- you were talking about earlier, Jay, they haven't relied on the specific findings of the MEARIE, and it is a confidential document that's been provided.

This is part of their governance, so they are not intending on filing it, no.

MR. SHEPHERD:  You are not challenging whether it's relevant, right?

MR. STOLL:  As far as what goes, Jay?  I'm not --


MR. SHEPHERD:  It is relevant to the application.

MR. STOLL:  It is referenced in a document, but that's all I'm saying.  What issue is it relevant to?

MR. SHEPHERD:  Your performance relative to other utilities is not relevant?

MR. STOLL:  As far as which aspect?

MR. SHEPHERD:  Operating costs, capital costs.

MR. STOLL:  You have the operating cost, and you have the performance of the other utilities through the PEG report, right?  So why do you need the MEARIE one?

MR. SHEPHERD:  It is not a question of whether we need it; it is a question of whether it's relevant.

So, this is about your operating and capital costs.  It seems to me it is obviously relevant.  It has been ordered by the board in past proceedings, so it is not like it's new, and I'm asking you to produce it.

File it in confidence, if you want.  That's a different question and the Board will decide whether it should be public or not, but -- unless you are saying it's not relevant to the application, I don't see how you can say no.

MR. STOLL:  Again, I'm going to have to talk to my client about it and get instructions.

MS. DJURDJEVIC:  Are we going to make that an undertaking to respond?

MR. SHEPHERD:  Let's package that with the other one that they're going to talk about on the break.

MS. DJURDJEVIC:  Fine.

MR. SHEPHERD:  Then we'll see whether we need an undertaking.

You do reports periodically to your board of directors on comparing your results to other LDCs, right?

MR. SEMSEDINI:  Correct.

MR. SHEPHERD:  Can we have the last two of those reports, please?

MR. SEMSEDINI:  I think that's going to be very tied into the -- so if I can explain it a little bit.  If I was looking at a benchmarking, a PEG analysis for example, or I was looking at the MEARIE report, really it's an analysis then of what we're doing and why we're there.

Something similar to the scorecard that the OEB has asked for and we give the kind of management discussion around it, that's what we provided our board.  So just so we're clear on that, that's kind of the process that we've done.


MR. SHEPHERD:  So you look at the MEARIE report, for example, and you say:  Here's our comparison to five utilities that we think are comparable, and here's what MEARIE says, and here's how we explain why those differences exist.


MR. SEMSEDINI:  So it's not on a one-on-one basis.


I can't tell you what the other utility specifically is.  I can't go in there and a say:  Oh, I'm trying to assess myself against Erie-Thames unless I go to the yearbook, looking at, you know, very specific targets, as opposed to the MEARIE one, which is just general trends within the industry.


MR. SHEPHERD:  Okay.  All right.  Well, I'm going to ask you to include that, those reports.


MR. SEMSEDINI:  Sure.


MR. SHEPHERD:  My request for those reports in with what you're talking about, and see whether you can file them.


MR. SEMSEDINI:  Okay.


MR. SHEPHERD:  And I think that's all I have in section 1.  Who's next?


MS. DJURDJEVIC:  Could I interrupt for a second?  Do we have some sense of timing and when people want to take a lunch break?


I guess -- who is next on issue 1?


MR. HARPER:  I can go next.


MR. SHEPHERD:  I can tell you I have probably 20 to 25 minutes more of questions.


MS. DJURDJEVIC:  On this issue -- or, no, in total?


MR. SHEPHERD:  In total.


MR. SHEPHERD:  What about you guys?  Do you have lots?


MR. AIKEN:  I don't have many.


MS. DJURDJEVIC:  Mark?  Shelley?


MR. GARNER:  I won't have more than probably 25 minutes, if that.  On all, yeah.


MR. SHEPHERD:  I'm wondering whether we can take a ten-minute break and go until we're finished.  Then finish by 1:00 or so.  Unless Staff has a lot of stuff.


MS. DJURDJEVIC:  Let's break.  Let's make it 15.


MR. GARNER:  Because that's realistic.


MS. DJURDJEVIC:  And then we'll resume at 12:15.

--- Recess taken at 12:00 p.m.
--- On resuming at 12:15 p.m.

MS. DJURDJEVIC:  So before the break, there were a number of questions that the applicant needed to get some instructions on, and there were some discussions during the break, and I believe Mr. Shepherd is going to put those undertakings on the record now.


The first one will be --


MR. STOLL:  Just give us a second, please?  Sorry, go ahead.


MS. DJURDJEVIC:  We are at JT1.21.


MR. SHEPHERD:  So the question was: Can you provide the financials of the of the affiliate?


MR. STOLL:  Yes.


MS. DJURDJEVIC:  Then we have JT1.22.

UNDERTAKING NO. JT1.22:  to provide the financials of the of the affiliate

MR. SHEPHERD:  So that's can you provide the MEARIE performance study.  Did you say yes?


MR. SEMSEDINI:  We just want to talk to MEARIE and look at the confidentiality piece, and see what our risk is in terms of providing it.


But seeing as others have provided it, we'll see what MEARIE says.


MR. STOLL:  It may be the formality of just having the Board direct it to be filed, Jay.  We are not opposed to it, but we just want to respect what our obligations are.


MR. SHEPHERD: So you just want to call MEARIE and say that now that it's on the public record, is it okay if we file it?


MR. STOLL:  It is not quite -- it is like we have a contractual obligation with MEARIE, and say the request has been formally made.  We recognize the words, but you also recognize what the Board has ordered.


MR. SHEPHERD:  Yes.


MR. STOLL:  So if there is a formal request for it to go on the public record and the -- and our cover for a board order, then is may be that we want to formality, if MEARIE doesn't just say fine, okay.


MR. SHEPHERD:  Okay.


MR. STOLL:  So we're not trying to hold it back.  But we are trying to balance --


MR. SHEPHERD:  In your discussion with MEARIE, you can tell them that if they want it filed in confidence, my first question in the oral hearing is going to be:  Is this thing in confidence the same as on the public record --


MR. STOLL:  I understand, Jay, and hopefully there will be a recognition of what has gone on.


MR. SHEPHERD:  Okay.


MR. STOLL:  But we do have our obligations vis-à-vis the third parties.


MR. SHEPHERD:  I understand that.


MR. STOLL:  And we're trying to abide by the obligations.


MR. SEMSEDINI:  And Jay, the only other thing that I would say to that is that each report, I guess, is somewhat unique, in terms of it’s specific to that utility filing.  So although some of the background data is the same in terms of the industry average, our placement within that average would be different in each report that's filed.  So you can't really look at somebody else and say, oh, I’ve got the report.


MR. SHEPHERD:  Is there individuals to whom you --


MR. SEMSEDINI:  Correct.


MR. SHEPHERD:  I didn't look at the other three. I thought the other three were identical.


MR. SEMSEDINI:  No.  So the background data might be identical in terms of what’s SAIDI or SAIFI, or liquidity ratios, or numbers of days absent of your employment, but how you rank and how -- and they do an analysis on your ranking and say, you know, in the past X number of years, this has been a down trend or an up trend, or you're doing very well, or you’re not doing so well.


MR. SHEPHERD:  Hm-hmm, I see.


MS. DJURDJEVIC:  Okay, so we'll make that undertaking JT1.22, and the applicant will ask MEARIE for consent to file the performance study on the record and, if so, they will produce the report, and if not they will advise us why not.

UNDERTAKING NO. JT1.22:  To produce the MEARIE report and if not, to explain why not

MR. SHEPHERD:  And then the third one was reports to your board of directors analyzing your benchmarking results, and you will provide those?


MR. SEMSEDINI:  Yes, and I'm okay with providing those.  Either way we kind of go on MEARIE -- I think it talks about trend analysis, so you will get kind of an upper understanding without specifics, in terms of the MEARIE survey -- if that makes sense to you.


MR. SHEPHERD:  I don't understand.


MR. SEMSEDINI:  So the MEARIE survey is very specific on here are the financial indicate indicators.


MR. SHEPHERD:  Yes.


MR. SEMSEDINI:  So there might be six that they talk about.  The report that we provide to our board is really just a trend analysis, saying in financial indicators, we're performing strong, or weak, or -- yes, so.  But I have no problem in releasing that.


MR. SHEPHERD:  And you are going provide the most recent one?


MR. SEMSEDINI:  Yes, so we have one going to our board of directors.  Their board package goes together at the end of next week, and then the board meeting will be the 25th.  I think after approval, if you are okay with the timeline before settlement on the 30th, I can send that out after our board meeting.


MR. SHEPHERD:  That's fine.


MS. DJURDJEVIC:  So that will be JT1.23 and it is to provide reports to the board with respect to benchmarking or --


MR. SEMSEDINI:  Yes, benchmarking trends.

UNDERTAKING NO. JT1.23:  to provide reports to the board with respect to benchmarking trends.

MR. SHEPHERD:  That's all my questions on issue 1.


MS. DJURDJEVIC:  Thank you.  Randy, you have a question on issue 1?


MR. AIKEN:  I have a request for a two part undertaking.  The first part would be to update 1 OEB Staff 1, which is the revenue requirement work form and a list of the changes, because there have been some further changes in the load forecast and in your rate base, and whatever else flows into that; so that's the first part.


The second part would be to update 1 OEB Staff 2, which is a table showing the bill impacts, based on any further changes that have taken place.  And that's my questions for Exhibit 1.


MS. DJURDJEVIC:  Okay, that will be JT 1.  I think we don’t need to repeat it.

UNDERTAKING NO. JT1.24: to update 1 OEB Staff 2 table showing the bill impacts

MS. DJURDJEVIC:  Shelley, did you have anything on issue 1?


MS. GRICE:  Not on issue 1, thank you.


MS. DJURDJEVIC:  And Mark?  No.


Board Staff, any questions on issue 1?  No?  Okay.


So I guess we are resuming with the order on the issues list, and moving on to issue 2.  Presumably Bill has nothing, since he’s left.


Randy or Jay?
Questions by Mr. Shepherd:


MR. SHEPHERD:  Yes, I can go.  I'm told my mic isn't working very well.  I have -- my first question is related to question 28, which is 2-OEB Staff-5, and it is the answer to E.


Here's -- I just would like you to give me a high-level explanation of how you're dealing with losses on assets being taken out of service.


Under MFRS, you are changing the accounting for those, right?  So just tell me, high-level, what is the new accounting method, how is it different from the old one, and when did the change start?


MS. McCANN:  So there was some issues that we were going to correct in the actual continuity schedules that filed, as indicated in our responses.


But basically, to record disposals, the intention is that we will start doing that, effective December 31, 2014, based on these responses and the reason -- I believe there was a Staff question on this.  The reason why we didn't start them -- we did identify that there would be some losses when we went through our 2013 policy changes.


However, we don't have the system -- we basically have a manual fixed asset system.  So we wanted to make sure we took the time and had the process in place to be able to accurately track when these non-readily identifiable items, assets such as pole lines, et cetera, come out, when were they originally put in, what is their net book value, what is their loss at the time of the disposal.


So the intent is to start doing that.


MR. SHEPHERD:  Let me just back up.  You have a manual fixed asset system?


MS. McCANN:  That is correct.


MR. SHEPHERD:  Is this like a spreadsheet?


MS. McCANN:  That is correct –


MR. SHEPHERD:  So, this is sort of –


MS. McCANN:  Sorry, just for depreciation, for tracking depreciation and pulling items out to calculate depreciation.


MR. SHEPHERD:  Do you have a plan in place to correct that?


MS. McCANN:  Do we want to talk about that?  We are looking at an upgrade to our financial package right now which -- I mean, part of the upgrade would include a financial module that we would -- a fixed asset module that we would look to implement to ease the pain.


MR. SHEPHERD:  Are you on Harris?


MS. McCANN:  No, Daffron.


MR. SHEPHERD:  Sorry, go on.  I've never heard of anybody still with a manual system.


MS. McCANN:  Yes, so basically that was -- while we knew there were some assets that were no longer in use that were continuing to be depreciated in 2013, we made the decision to not to move forward and record these items until the end of 2014.  So we basically continued with pool asset depreciation in 2013 and 2014.


That will no longer continue in 2015.


MR. SHEPHERD:  But you said at the end of 2014, you’re going to take some write-offs.


MS. McCANN:  We will, yes.


MR. SHEPHERD:  So in 2014, you are going to be unpooled, right?


MS. McCANN:  At the end of 2014, yes.


MR. SHEPHERD:  Well, so -- depreciation is an end of the year things.  So 2014 will be an unpooled year.


MS. McCANN:  Yes.


MR. SHEPHERD:  So then you are including that in 1575?


MS. McCANN:  Yes.


MR. SHEPHERD:  As an additional cost that you are recovering?


MS. McCANN:  Yes.


MR. SHEPHERD:  Additional depreciation cost?


MS. McCANN:  Yes.


MR. SHEPHERD:  Then going forward, this is additional depreciation each year, right?  Whatever you are taking out of service in that year is additional depreciation?


MS. McCANN:  Right.


MR. SHEPHERD:  And prior to IFRS, they were left in because it was pooled?


MS. McCANN:  Right.


MR. SHEPHERD:  So there is a catch-up amount?


MS. McCANN:  Every year?  Or do you mean just on the 
-- on the transition?


MR. SHEPHERD:  On transition.


MS. McCANN:  Yes.


MR. SHEPHERD:  And that's the 632,000?


MS. McCANN:  That number will change, but yes, that is what we originally had calculated it at.


MR. SHEPHERD:  That's a catch-up amount?


MS. McCANN:  Yes.


MR. SHEPHERD:  That's not the every year amount?


MS. McCANN:  No.


MR. SHEPHERD:  All right.  On your conversion to MFRS, you had to do a vintage chart for your assets.  Do you have a vintage chart?


MS. McCANN:  I'm sorry, a which chart?


MR. SHEPHERD:  A vintage chart, where you identify your individual assets and when they were originally put in service, how old they are now.


MS. McCANN:  We could probably put it together.  It would be an accumulation of a variety of spreadsheets.


MR. SHEPHERD:  No, I guess I thought that was a requirement of IFRS, that you had to do -- you had to vintage your assets.  I thought that was just --


MS. McCANN:  Under -- in terms of componentization, et cetera, yes.


MR. SHEPHERD:  But you haven't done that yet?


MS. REECE:  Yes, we do -- we went through and aged all the asset and identified which ones were still there, which ones were retired, and that kind of thing.


So yes, we do have a detailed spreadsheet on that.


MS. McCANN:  And I believe that was filed, right?  Where they -- the average remaining useful life per asset class?  Yes.


MR. SHEPHERD:  All right.


MS. McCANN:  Okay.  I just wasn't sure what you were referring to.


MR. SHEPHERD:  All right.  So then my next question is in question 52, which is 2-Energy Probe-8.  And Energy Probe was asking why your depreciation rates changed, and you said they didn't change from the changes in the -- from the application.  You are still using the same depreciation rates, but your asset classes, the amounts in your asset classes changed.  So that affected your rates.


I'm not sure how your rates are affected by changes in the amounts.  Maybe I'm just misunderstanding the explanation.


MS. McCANN:  Yeah, I'm not down to the question yet, but I think the -- I think that response was based on where the assets -- the assets that were purchased and what rate of depreciation they were.


So if, for example, we had projected we were going to purchase X amount of computer hardware, and we didn't actually have that exact dollar amount so it went from a five-year class, and we spent the additional money on, say, pole lines, for example, 25-year class, that's where the rate change was.


MR. SHEPHERD:  So it's not the changes in individual classes?  You didn't change the rates in individual classes?


MS. McCANN:  No, we did not.


MR. SHEPHERD:  All right.


MS. McCANN:  We were just saying reflects actual spends.


MR. SHEPHERD:  And I think that's my questions on 2. Thank you.

Questions by Mr. Aiken:


MR. AIKEN:  My questions on 2, I think, have pretty well been covered, but it is 2-Energy Probe-41TC and 2-Energy Probe-42TC.  And it is about removing the stranded meters from the 2015 rate base.


And I think I understand what you are going to be doing.  And in the final response to 42TC, you say that:

"Festival will revise the evidence as appropriate prior to the settlement conference."


And I think we have a previous undertaking that you're going to file the continuity schedules.
I just want to make sure that's for 2014 and '15.


MS. McCANN:  Yes.


MR. AIKEN:  Okay.  That's fine.  I have no other questions, then.

Questions by Ms. Grice:


MS. GRICE:  I finally have a question.  So my question relates to the original IRs, No. 50.  This is AMPCO 7.


And in part (b) we asked for the actual capital in-service additions to date and the forecast to the end of the year,
and you provided a list of the projects.


I just wondered if you could undertake to put the dollar value against those projects for the list in part (b) of AMPCO 7.  Or if it's somewhere else in the evidence, you could point me to that as well.


MR. SEMSEDINI:  I think it's in -- is that the actuals in -- I think it was in appendix 2AA, where we show the actual -- we show a list of projects, where we are spending to date on those projects.


Is that kind of what you're looking for?


MS. GRICE:  Yes, that's what I'm looking for.


MR. SEMSEDINI:  So...


MS. GRICE:  Just the latest up-to-date information on that.


MR. SEMSEDINI:  Oh, so just being -- just the most recent.  So update 2AA to the most recent to date?


MS. GRICE:  Yes, and reconcile it to 7(b), just to make sure they -- the list of projects match up, which I'm sure they will.


MR. SEMSEDINI:  Yes.


MS. DJURDJEVIC:  It will be JT1.25.


Can you repeat that?


MS. GRICE:  To update appendix AA to show the latest in-service additions for 2014, and reconcile to AMPCO 7(b).


MS. DJURDJEVIC:  Thank you. 

UNDERTAKING NO. JT1.25:  TO UPDATE APPENDIX 2AA TO SHOW THE LATEST IN-SERVICE ADDITIONS FOR 2014 AND RECONCILE THEM TO AMPCO 7(b).


MS. DJURDJEVIC:  Mark, any questions?

Questions by Mr. Garner:


MR. GARNER:  I do have a few.


Maybe while we're on that topic, the easiest one, first, to go with is the question we gave you ahead of time, 2-VECC-43.  And we exchanged e-mails on this question about -- because I'd put in a reference that didn't refer to anything.


I noticed, though, that you didn't -- doesn't appear that you answered the question.  So I'm wondering if you can help me with the -- the question basically goes to why there are three separate figures for apparently the same thing, and I couldn't figure them all out.


MR. SEMSEDINI:  So what I was trying to allude to is that we've got -- so some things and -- previously, when we did our engineering process -- I don't want to say –- so our engineering and operations side monitors the project by project level, in terms of where our spends are.


And we also have a sheet that's shown in appendix 2AA, which is reconciled to our GL.  So that's the gospel in terms of how much we spend in a year.


But in the other two references that we had, and what I was trying to allude to, is that, in 2012, you saw that the two references actually had the same number.  Those numbers should be the same going forward.


Where those numbers came from is at the end of the year, our engineering department closes out their work order system.  And when they close out that work order system, that's why we don't reconcile to appendix 2AB, is just because they're at a different date.  If somebody has charged something directly to the GL as opposed to the work order system, they don't see it.


So there are some differences, but we just use that as general trend, to say:  Here are the projects.  Which ones were we way over, way under?  It gives us more of a sense of the project side, as opposed to total capital GL spending.


MR. GARNER:  Thank you.  My next question actually --again, these are small clarifications.  I didn't put this one in writing because it was just a clarification.  If you go to 4, OEB Staff 36 -- and you may have to bring it up just because it's -- it seems to me a non sequitur, but I am probably just missing something.  It has to do with tree trimming, and it is in (b) part of the response.
Maybe I'm reading it too fast or not closely enough.


MS. ARMSTRONG:  Excuse me, Mark.  What's the number again?  Just the first number.


MR. GARNER:  It's in 4-OEB Staff-36.


MS. ARMSTRONG:  What's the IR response number?


MR. GARNER:  101.  And it is on page 100 of the PDF.


We're going to take longer to it than what the answer deserves, but let me just read it to you.  It is the part that says:

"Two ice storms in 2013 resulted in very few tree-related problems along the main feeders, providing us with confirmation that our tree trimming program along the main feeders is effective.  There was significant damage to overhead secondary service as a result of ice-laden branches."


I just couldn't figure out -- it seems to say we have a great tree trimming program and it worked; and then the next sentence says it didn't work.  Help me out.


MR. SEMSEDINI:  Really, what the thing there was main distribution line versus secondary connection to customers.


So what we had happen within those two ice storms was we faired very well, in terms of our main overhead systems.  We had some tree contacts, but we basically had everything cleared up on the main feeders, up and running within twelve 12 hours.


The area where we were down longer was really around the secondary routes, where you have secondary cables going to customer's stacks, and trees in those area would take down the stacks.  We had about just over a hundred secondary customers out in that way.


So what we are alluding to is really expanding our tree-trimming program to not only focus on main thoroughfares, but also looking at the secondary connections areas as well.  So that's kind of --


MR. GARNER:  Okay, thank you.  I think I understand.


The other one -- the next question I'd like to talk to is -- it was your response to the technical conference question -- your response number is 11, the VECC question was 2-VECC-44, and the reference was 2-Staff-24, with all those numbers out.


You answered -- the question and answer response is fine.  I understand that, but it did beg another question and it's really about the high failure rate of the smart meters.


So, can you give us a sense of -- first of all, when did you complete your installation of smart meters, and how many are you taking out now each year, because there's a -- from the response, it leads one to believe in four years you will have replaced every meter you put in since four years ago.  So help me out there.


MR. SEMSEDINI:  So we finished our smart meter deployment in 2011.  Really where the error becomes an issue is when we moved to our AMR reads.  So what the problem in the meter is -- they calm a J-connector issue, which is the connection point between the meter metrology and the communication board within the meter.


So there is a pin connection that connects the two elements, and I guess it wasn't supported properly on manufacturing.  So what's happening is that over time, that weight of the pin connector is pulling on the pins and breaking them.


So you have a meter that works, the metrology works; but it is not able to communicate back to our AMR system.  So it really didn't become an issue until we moved to smart meter AMR reading, which I believe happened in 2012 -- for Festival Hydro, May 2012.

Our failure rate -- we tried different firmer upgrades; we were wondering if it was kind of a software kind of bug.  But what we have ended up seeing is roughly 1500 meter replacements per year since that timeframe.


MR. GARNER:  Since ---


MR. SEMSEDINI:  Since 2012.


MR. GARNER:  Would I be correct -- I mean, I'm using a 26 percent -- is your projection that by 2016, you will have replaced the population of meters?


MR. SEMSEDINI:  No, it's probably -- with our meter base, if we were doing 1,500 a year, you would be looking at kind of a twelve-year progression for complete replacement, which would be 2024.


MR. GARNER:  Where does the 26 percent come from in the IR response?


MR. SEMSEDINI:  It is the residential meters; it’s the majority of them -- sorry, the 26 percent?


MR. GARNER:  Yes.  In the IR response, it says:  

“Given the inordinately high expected failure rate [26%]”

That was what I got from the IR.  So maybe I’ve got that wrong.


MR. SEMSEDINI:  I'm just wondering if that was total meters replaced to date, as opposed to the year over year final --


MR. GARNER:   I see.  Maybe I -- I have that.  So do you know what the rate of -- well, it's fifteen over what?  What's the number you are replacing?


MR. SEMSEDINI:  Sorry, so fifteen hundred over –


MR. GARNER:  
As a percentage.


MR. SEMSEDINI:   So there’s a -- we have roughly seventeen to eighteen thousand residential meters, so whatever --


MR. GARNER:  So whatever that works out to.  Okay, that helps.  Maybe I was reading the number -- the accumulation number is not an annual number.  Thank you.  Maybe I was reading the accumulation as it's not on an annual number. Thank you.


I'm sorry, I'm just looking through the last of these, so bear with me for one minute.


I think those are all my questions with respect to section 2.


MS. DJURDJEVIC:  And I understand Board Staff does not have any questions on issue 2 or -- sorry, we do.


MR. MIKHAIL:  Not really a question, just clarification on the original 2-Staff-72, and this was concerning the 23 feeders that you have on the system.


Nine of them are reported to in the DSP, and we wondered about the remaining thirteen, and you responded by saying four of them are really covered by the 27-6 in Stratford.  And you reported on the remaining ones, indicating that you do keep performance records on all of them.


I just want to clarify.  Do you supply the board, through the RRR, on the performance of the line?


MR. SEMSEDINI:  No, we -- and I think this is why we got into the back and forth on this one.


So in terms of our KPIs, we do a reliability report back to our board, like our board of directors, which really highlights the Stratford and St. Mary's separately, and our system as a whole, and that's the information we provide back to the OEB is really the system as a whole.


So, although we do track every outage, so we could go back into our system and, you know, see every 4KV outage that happened in Seaforth, or the 27-6 feeder that supplied it.


It's not something that we have in our original KPI.  So I think where this originally comes back to is what KPIs we use to measure our performance, and the one was reliability that really for us is around Stratford, St. Mary's, and the system as a whole.


As you see, the customers in the other areas is so low and the number of 4KV outages we really have is next to nothing.  It is usually loss of supply outages that drives those SAIDI and SAIFI numbers.


MR. MIKHAIL:  Okay, thank you.


MS. DJURDJEVIC:  So that's it for issue 2.  Three we've already done, so that that takes us to Issue No. 4, operating costs.
Issue 4

Questions by Mr. Shepherd:

MR. SHEPHERD:  I can start, if you like.  And I have -- I think all of my remaining questions are on issue 4, but my first question is on appendix 2M, the regulatory cost schedule which you've updated in your responses.


I don't think you need to turn it up.  You've forecast intervenor costs as $100,000 in this application.  What's the basis of that?


MS. REECE:  In terms of -- sorry, the intervenor cost?


MR. SHEPHERD:  Yes.


MS. REECE:  It is actually based on a casual conversation that I had with you on July 24th --


MR. GARNER:  I was going to say, based on Jay Shepherd's winging it.


MS. REECE:  Yes.  And, yes, we were talking about costs, when you said probably a cost of 20 to 25,000 per intervenor.


MR. SHEPHERD:  Really?


MS. REECE:  Yes -- I'm not making this up.


MR. GARNER:  It's hearsay.


MR. SHEPHERD:  I withdraw my question then.  I think a hundred is high, but -- all right.


MR. STOLL:  I think it's partly -- it was based on the per-intervenor, and we have five intervenors or whatever -- or four intervenors here.


I think that's how the number was derived, so --

MR. SHEPHERD:  If you have $100,000 bill from the intervenors, then the intervenors are spending too much time on your application.


MR. STOLL:  We'll look forward to seeing a reduced projection from you guys, Jay.


MR. SHEPHERD:  All right.  So, next is on question 97, which is 4-OEB Staff 32.  This is the O&M cost drivers.


This is appendix 2JC, I guess, as modified. 
And I have just a couple of questions on this.  This is at page 96 of the PDF, I think.


MS. REECE:  96.


MR. SHEPHERD:  Question 97 on page 96 -- there you go.  So most of this I understand; I have some questions, though.


First, the second last -- or the last section is training health and safety, which has nothing in your Board-approved and then goes to 2,022,000.  


Now if I understand, there are two parts to that.  One part is IFRS requires you -- it says you can't capitalize, right?  But that's not the whole 222,000; that is only a small percentage of it.  Do we have breakdown of how much that is?


MS. McCANN:  Of the 222?


MR. SHEPHERD:  Yes.


MS. McCANN:  I would have to put that data together for you.


MR. SHEPHERD:  I thought we had it somewhere in the application.


MS. REECE:  I think it is in the response.


MS. McCANN:  There may be a table somewhere else in the IR responses?


MR. SHEPHERD:  And the rest of it is you've changed your presentation, so that it's now a separate line, right? Because you did have training costs in 2010.  They were just included in other totals, right?

MS. McCANN:  Yes.


MR. SHEPHERD:  So can you tell me, where were those -- how much was there in 2010, and where was it?


MS. McCANN:  I can.  I can't tell you that today.  I'd have to go back and pull it out of the various buckets from this table.


MR. SHEPHERD:  So before you get to an undertaking, I'm going to ask exactly the same question about unallocated engineering, operations, supervision, truck stores, some of which is a change in accounting but most of which is a change in presentation, right?


MS. McCANN:  Right.


MR. SHEPHERD:  So can you do the same thing?  I want to be able to compare the 2010 numbers to the 2015 numbers fairly.


MS. McCANN:  Yes.


MR. SHEPHERD:  And with this big number broken out, it is hard to do that.


MS. McCANN:  Yeah.


MR. SHEPHERD:  So can we get an undertaking for that?


MS. DJURDJEVIC:  Yes, JT1.26. 

UNDERTAKING NO. JT1.26:  TO BREAK OUT 2010 COSTS FOR TRAINING, UNALLOCATED ENGINEERING, OPERATIONS, SUPERVISION AND TRUCK STORES.


MS. ARMSTRONG:  Actually, Jay, there is breakdown of these costs in response -- in the IR response 102, Staff 37, Board Staff 37.


MR. SHEPHERD:  Yes.


MS. ARMSTRONG:  Which --


MR. SHEPHERD:  I know that.  And in fact I'm going to have a question about that, but what I need to know is where were they before, so that we can -- that's the key, right?


So then the next question on this table 2JC is there is 580,000 of other costs in 2012 meter expense.  That's something to do with smart meters, I assume.


MS. McCANN:  In the meter expense bucket?


MR. SHEPHERD:  Yeah.  You will see on "Meter expense, other" 580,000, which is a bit of an anomaly?


MS. McCANN:  Yes.  In 2012?


MR. SHEPHERD:  Yes.


MS. McCANN:  Yes.


MR. SHEPHERD:  So that was smart meters?


MS. McCANN:  Yes.


MR. SHEPHERD:  Is that the O&M that had been built up over some years and then came in right at that time?


MS. McCANN:  In 2012, yes.


MR. SHEPHERD:  So from the point of view of when you spent it, it was actually over several years?


MS. McCANN:  Yes.


MR. SHEPHERD:  Then why don't you have it going forward in 2013?  Why isn't there an increase in 2013?


MS. McCANN:  So -- so just let me see here.  I think it might be in a different -- in another bucket.


MR. SHEPHERD:  All right.  Because I looked for where else it might be, and I couldn't figure it out.


MS. McCANN:  Let me go -- can I take that one as an additional -- to follow up on that one?


MS. DJURDJEVIC:  That will be JT1.27. 

UNDERTAKING NO. JT1.27:  TO EXPLAIN WHY THERE IS NO INCREASE IN SMART METER COSTS IN 2013. 


MR. SHEPHERD:  My next question on this table is with respect to underground maintenance, and it appears that in 2013 there is a drop in underground maintenance.


Is that because -- is any significant amount of that because you are doing less?  Or is it primarily because of the change in accounting that has moved all this overhead into unallocated engineering?


MS. McCANN:  So specifically -- can you just tell me specifically the numbers that you're looking at?


MR. SHEPHERD:  You see in "Underground maintenance" the subtotal goes from 250 down to 165 and stays at this lower level.  I'm assuming that that's happening because your change in presentation means the sum of that is down here in the bottom.


MS. McCANN:  Probably in the training bucket, but again, I'd want to confirm that before I...


MR. SHEPHERD:  And I would assume that a similar explanation would happen for load dispatching and overhead maintenance?


MS. McCANN:  Yes.


MR. SHEPHERD:  That's good.


MS. DJURDJEVIC:  Let's make that an undertaking, JT1.27.

MR. SHEPHERD:  That -- no, J1.27 is the 580,000.


MS. DJURDJEVIC:  Sorry, JT1.28 --


MR. SHEPHERD:  These other things, I think I've got the answer.  I don't need an undertaking.  And it will be included anyway, in that first undertaking --


MS. McCANN:  Yeah.  It will be picked up in that first question that I responded to.


MR. SHEPHERD:  Okay.  Good.  My next question is on question 99, which is 4-OEB Staff-34.


You said you can't file the collective agreement unless the Board orders you to in confidence.  Is your collective agreement confidential?  I'm not used to that. Mostly they're public.


MR. STOLL:  I think...


MR. VANDERBAAN:  Our concern was -- it's not ex -- there is no confidentiality clause in it, but it was negotiated in a confidential environment, and we just hadn't gone to the IBW to say are you okay with this being released to the public.

MR. STOLL:  And I think also there was some concern about salaries and being able to specifically identify certain employees, as a result of...


MR. SHEPHERD:  Oh.


MR. STOLL:  Right?  Because if you look at wages and -- it's not a large utility.  You're disaggregating certain information.


MR. SHEPHERD:  Ah.  Okay.  I will leave that, then.


The next thing is, on the next page, this is question 100, 4-OEB Staff-35.  You will see there is this table.  No, you're -- it is page 99.


MS. ARMSTRONG:  104, right?


MR. SHEPHERD:  No.  It is 100, 4-OEB Staff.


So right at the bottom of that table, there is G&A goes up by 11 percent, and it appears to be primarily in general administrative salaries and expenses.


So in bigger utilities, if you see an 11 percent increase in this over one year, you talk sort of generally about trends and everything.


In this case, it sounds like -- sounds to me like you added a person; is that right?


MS. McCANN:  No.  I -- we didn't add a person, but I believe what happened here -- and again, I'd want to go back and look specifically at the numbers, but was there was some allocation of time of a senior executive to CDM projects, that we're now picking up in the admin expense as well as transformer station, time spent on the transformer station that had been capitalized in a prior year.


MR. SHEPHERD:  This is the COO?


MS. McCANN:  Yes.


MR. SHEPHERD:  But now you have your new CDM targets, presumably that executive is going to still be spending just as much time on CDM.  So why wouldn't this then be adjusted?


MS. McCANN:  I don't know, Ysni, if you want to address...


MR. SEMSEDINI:  Yeah.  I would just say I don't know if that's true yet.  Although we've got targets, we haven't gone into the budgeting process and understanding who will be overseeing the process, and do we need to hire another person now because the targets are much more aggressive than the ones that we've had in previous years.


So I can't say, yes, that's the correct statement.  We don't know yet.


MR. SHEPHERD:  So you may have to adjust that to change your -- to correct your allocations, given that you now just recently have your CDM targets?


MR. SEMSEDINI:  The ones of what our current executives are putting into it?


MR. SHEPHERD:  Yes.


MR. SEMSEDINI:  I would say yes, depending on what ends up happening.


MR. SHEPHERD:  All right.  My next question is on 102, 4-OEB Staff-37.  Just one thing I didn't understand in the table summary of appendix 2JC, training, health and safety.


You will see that in 2010 you have a negative number.  How did you get a negative number for alignment overheads?


MS. McCANN:  It's based on allocations, so our overhead rate, obviously, was over-applied in this bucket, by an immaterial amount, but that's where that negative stems from.
Questions by Mr. Garner:

MR. GARNER:  Jay, can I just ask a question on that? Because I had asked this and I saw the number too.


And that's what I -- your response, what I -- I had thought that...


The one thing I want to understand clearly -- and this is what I got from the IR response -- is that the trend in training, et cetera, that we see there between 2010 and 2015 is clearly different, from 20,000 to 222,000, but what I took from the response was, in fact, the numbers aren't that different; the allocations are quite different.  And that's what you were trying to show us.


First of all, am I correct in that assumption?


MS. McCANN:  Yes.


MR. GARNER:  And the second thing is is there a way for you, then, to help me understand whether the numbers 2013 through 2015, which are in the 200 and -- let's just call it 230,000 range, would that also be indicative of the 2010 through 2012 period in...


MS. McCANN:  Yes.  I believe they wouldn't be materially different.  It would be a matter of going back through the other cost buckets and pulling them, to be able to compare apples to apples.


MR. GARNER:  Right.  And I'm not asking to you do that.  I was just trying to understand that.  Thank you.
Questions by Mr. Shepherd:

MR. SHEPHERD:  Just let me follow up on that.  Your total costs for operating personnel are, like, $2 million, right?


MS. McCANN:  In O&M, yes.


MR. SHEPHERD:  Yes, so 10 percent is training, health and safety.  That seems like a very high percentage.


MS. McCANN:  I believe -- and I'm not sure which IR response it's in, but there is a table -- actually it might be right below that, where I wanted to give an example of the types of costs that were included in that bucket.  So the description of it as training, health and safety, is it all encompassing?  No. 


So I believe it's on page 102 of the original IR responses, where there is an example table of our 2013 costs that breaks that bucket down.


MR. SHEPHERD:  Yes, it's on the next page, right.


MS. McCANN:  Yes.


MR. SHEPHERD:  Yes, it’s on the next page -- here it is.  All right. 


My next question is on question 103, 4-OEB Staff-38 in (a).  You have a very substantial increase in customer billing costs, but you also had -- that's not including the additional smart meter billing cost and that -- it seems like anomaly.  And I looked around for another explanation for that, and I didn't see what an explanation; you can help me with that?


MS. McCANN:  So you are referring to the 337 jumping to the 469?


MR. SHEPHERD:   No, I am referring to the 293 jumping to 512.


MS. McCANN:  Okay, overall basically.


MR. SHEPHERD:  Yes.


MS. McCANN:  Well, we see a large jump in 2012 and 2013, which is what we originally looked into in terms off -- and I think, I believe a large portion of that related to the cost -- and Debbie, correct me if I'm wrong -- the cost of postage.


MR. SHEPHERD:  Postage?


MS. McCANN:  Yes.


MR. SHEPHERD:  Well, I -- okay. 


MS. McCANN:  But I think if we want a clear explanation of all of the drivers in that one bucket, we would have to take it away and come back, and break it down by cost over year.


MR. SHEPHERD:  Can you do that?  Because that's a big chunk of your OM&A, and it’s a big chunk of your increase.


MS. DJURDJEVIC:  Undertaking JT1.29 will be to provide details or explanation of the increase in customer billing costs at question 103(a).
UNDERTAKING NO. JT1.29:  to provide details or explanation of the increase in customer billing costs at question 103(a)


MR. GARNER:  Sorry, Jay, can I just ask a subsidiary to that -- and not to add to the undertaking at all, but at your response 30, 4-VECC-56, when you are doing that, I just want to make sure that you keep your eye on that response, because that response was about what your incremental costs were for the smart meter program.  And I just want to make sure, as you can tell in that interrogatory, I get a very clear understanding at the end of this is what your position is that -- what incremental cost that position is for you. 


MS. McCANN:  Yes.


MR. GARNER:  Thanks.


MR. SHEPHERD:  My next question is on -- sorry, question 114, 4-AMPCO-9.  And you say that there was -- that in the collective agreement, the one you just signed -- there you go, right there -- that there was a 1.75 percent increase each year for four years, right?


MS. McCANN:  Yes.

MR. SHEPHERD:  But then the part I didn't understand was the next sentence: 
"In addition, wage increases to the trades and semiskilled workers categories were also agreed to."


That I don't understand.


MR. VANDERBAAN:  What that is is a recognition that the skilled trades and the semiskilled trades are increasing higher than the average wages.  So they basically got incremental dollar amounts in each year of the agreement, to try to bring them in line with what the industry trend is for, say, a journeyman lineman.


MR. SHEPHERD:  I guess I would have thought the trades and semiskilled workers categories are most of your unionized employees, aren’t they?


MR. VANDERBAAN:  It is the most, which is why the overall percentage increase is over 2 percent when we blend everything in.


MR. SHEPHERD:  So, is it by individual category?  So, for example, journeymen linemen went up not 1.75, but 2.1, let's say?


MR. VANDERBAAN:  Something like that, yes.


MR. SHEPHERD:  So individually -- you sort of had a base of 1.75, but then you had adjustments for individual categories that put the average at 2.02.


MR. VANDERBAAN:  Exactly.


MR. SHEPHERD:  Okay, I understand.  The next is 4-SEC-14, which is question 126.


MS. GRICE:  What's the number on that one?


MR. SHEPHERD:  126.  What I'm trying to understand --obviously it is a concern to intervenors generally, the influence that other utilities, and particularly Hydro One, may have on the wages you have to pay to your employees.  And presumably it is of concern to you, too.


And I'm trying to get a sense of how much you know about the upward pressure on your rates as a result of other utilities, and particularly -- you're surrounded by Hydro One, so Hydro One.  What can you tell us that would help us understand?


MR. VANDERBAAN:  As we mentioned there, we don't really lose or gain employees from Hydro One, historically.  What we do see is there is competition for our workers, who could drive thirty minutes and go to Erie Thames, or go to Kitchener, or go to London.


So we kind of look at those more specifically to say would a person commute thirty minutes a day for an additional $2,000 a year.


We kind of keep that in mind to say, yes, that's more the benchmark.  We know they could go to Hydro One, and make maybe $15,000 more a year, but they are going to have to drive to Barry.  So that's not really an impact.


So that’s -- and even talking to our union people, they see the postings for Hydro One go on up on the boards, and no one ever applies to them.  So we don't see them as a direct competitor, but by the same token, people in Kitchener and London may look to say, well, London Hydro -- or Hydro One has an opening in London or Strathroy.  They may lose people.  So that drives London’s number up, which we use as a comparator.


MR. SHEPHERD:  The employ -- if you lost an employee to Hydro One, they would be -- they would have to go to Barry, is that right?


MR. VANDERBAAN:   Well, they would go to wherever the opening is.  And with the seniority rules in Hydro One, that may go to Strathroy initially, or go to Clinton initially.


But because they lack they lack seniority, they may get reposted somewhere else.  That's what they're afraid of.


MR. SHEPHERD:  So you are sort of insulated because of your location.


MR. VANDERBAAN:  Yes, and just the types of people that we’ve hired into the line trade are primarily local people that want to stay.


MR. SHEPHERD:  That was going to be my next question.  Are your employees primarily locally resident in Stratford and St. Mary's?


MR. VANDERBAAN:  Yes.


MR. SHEPHERD:  My next question is on 4-SEC-16, which is question 128.  My question relates to this line:

"Compensation allocated to capital".

  You see a drop of 310,000 from 2013 to 2014, and I assume that 148 of that is the change in accounting, because that was what you said the impact is of the MFRs change.


The other part of that is because you are ramping back your capital program, is that right?


MS. McCANN:  Yes.


MR. SHEPHERD:  So is that -- is that generally reflective of the percentage by which you are reducing your capital spend, or is there something else going on there?


MS. McCANN:  I don't believe there is anything else being considered.  But those are the two main drivers to drive that number down.


MR. SHEPHERD:  Okay.  My next question is on question 131, and this is my second last question.


You have this table that deals with smart meters, and I have to admit I don't know what smart meter data back-haul.


MR. SEMSEDINI:  Basically, in our smart meter network, all of the individual meters talk to what is called a collector.  So one collector will pull like a number of fifty meters, whatever it is. 


All those collectors need to get their information now back to our head-end system. So that’s what we call our back-haul cost, is the connection between each of the collectors back to 187 Erie, our central office.


MR. SHEPHERD:  How is that an expense?  This is just fibre, right?


MR. SEMSEDINI:  No.  It is a service that Festival Hydro has provided for us through our affiliate company.


MR. SHEPHERD:  That who has provided?


MR. SEMSEDINI:  The affiliate is providing it to Festival Hydro.


MR. SHEPHERD:  Ah.
So that affiliate cost of $100,000 a year, what are they actually doing for that?


MR. SEMSEDINI:  So back-hauling all the data, keeping the network up and operational across seven of our boundaries, so not just Stratford.  This is Stratford, St. Mary, Hensall, Zurich, Dashwood, Brussels, so really the whole gamut of our smart meter area.


MR. SHEPHERD:  No, I -- you have, let's say, 1,000 collectors.  You probably don't have that.  You probably have 200.


MR. SEMSEDINI:  Closer to 100.


MR. SHEPHERD:  One hundred collectors?  Okay.  And the data from those collectors has to get to your central system?


MR. SEMSEDINI:  Correct.


MR. SHEPHERD:  I would have thought that that would be simply -- it would just go over fibre, right?


MR. SEMSEDINI:  So in some of the locations, yeah.  So there are locations where you have to build out fibre.  There are other areas, for example, in some of our remote towns that is there is no fibre connection there, so we have to -- we had contracts established with other ISP companies to back-haul that data for us, so you're establishing other contracts through those locations because we don't have fibre asset there.


MR. SHEPHERD:  But it just -- it's just a -- it's just a transmission of data, right?


MR. SEMSEDINI:  It's a pipe, yeah.


MR. SHEPHERD:  It seems like a lot of money.


MR. SEMSEDINI:  There is -- to be honest, there is more in -- so if you look at kind of the total cost that's associated with it, we also pay to be on all Festival Hydro's poles.  So each location that I put a device to back-haul this information, I'm paying back into Festival Hydro from the affiliate side.


So to say $100,000 is a lot for the service, I would say yes.  If you take the other costs into account, it drives that cost way down.


MR. SHEPHERD:  Is there a contract for this?


MR. SEMSEDINI:  Yes.


MR. SHEPHERD:  Is it in the record?


MR. SEMSEDINI:  I don't know.


MS. McCANN:  I'm wondering if it was part of the smart meter application.


MR. SHEPHERD:  It is not in the record, in the record of this proceeding?


MS. McCANN:  No.


MR. SHEPHERD:  Can you file it, then, please?


MS. DJURDJEVIC:  It will be JT1.30, to provide a copy of the contract with the affiliate in respect of data back-haul services. 

UNDERTAKING NO. JT1.30:  TO PROVIDE CONTRACT WITH AFFILIATE IN RESPECT OF DATA BACK-HAUL SERVICES, AND ANY OTHER DOCUMENT SETTING OUT HOW THE $100,000 COST IS CALCULATED.

MR. SHEPHERD:  And as part of that undertaking, can you please -- if the contract itself doesn't set out the method by which the 100,000 is calculated, can you provide whatever document does that?


Presumably, you had to go to your board of directors and get them to approve this?


MR. SEMSEDINI:  Right.


MR. SHEPHERD:  So there is some document somewhere is that explains where you got that number.  So could we get that?


MS. McCANN:  Yes.


MR. SHEPHERD:  And then my last question is with respect to question 140, 4, VECC 31.  And this is vegetation management services, and you said a subcontractor of the city of Stratford provides vegetation management.


Is this an external third party that provides vegetation management for both the city and the utility?  Is that right?


MR. VANDERBAAN:  Yes, every -- I think it's two or three years, the city goes out for an RFP for, say, a three-year contract to do all of their vegetation management, and there is a subsection in there that includes trimming around our lines.


So they do that under the direction of our operations manager.


MR. SHEPHERD:  And how is this -- how is this allocated?


MR. VANDERBAAN:  It's part of the agreement with the city on how -- what portion is allocated to our distribution system.  And there is also a portion allocated to the city street lighting system.


I'm not sure if that's in the actual document.  I haven't looked at that for a while.


But there is an allocation that we do each year.


MR. SHEPHERD:  I'm asking:  What's the basis for the allocation?


MR. VANDERBAAN:  The basis is the -- what the city needs to do regarding their tree trimming versus what we do.


So ours are sort of longitudinal, along the line, whereas they would look at their vegetation management to say:  This tree is getting old.  We need to thin out these branches on this tree, versus the rest of the trees on the street the city may have no interest in doing.  So they will say the rest of that street is Festival Hydro's cost.


MR. SHEPHERD:  Do we have breakdown of how this allocation takes place?  That is, presumably there is an overall contract cost, right?


MR. VANDERBAAN:  Yes.


MR. SHEPHERD:  And then it is broken down between street lighting, utility and city?


MR. VANDERBAAN:  Yes.


MR. SHEPHERD:  And you have some sort of table or chart that shows that breakdown?


MR. VANDERBAAN:  Yes.


MR. SHEPHERD:  Do we have that in the record anywhere?


MR. VANDERBAAN:  I don't think so.


MR. SHEPHERD:  Could we have it?


MS. DJURDJEVIC:  That will be JT1.31, to provide the contract or breakdown?


MR. SHEPHERD:  Breakdown of vegetation management costs. 

UNDERTAKING NO. JT1.31:  TO PROVIDE A BREAKDOWN OF VEGETATION MANAGEMENT COSTS.

MR. SHEPHERD:  Those are all my questions.

Questions by Mr. Aiken:

MR. AIKEN:  I just have one question, and that's in response to 4-Energy Probe-46TC, part (a).


And I understand the response about the expenses that are no longer capitalized.  But then it goes on to say that:

"Festival made the decision to also exclude these overheads from billable work, and as such, the amounts now impact O&M expenses.  Festival did not include the $44,000 differential in the analysis of appendix 2-DA as it was an internal decision to absorb these costs going forward versus continuing to bill them out to third parties on billable work order projects."


Now, when you say "absorb these costs," you mean, essentially, add them to the revenue requirement?


MS. McCANN:  Flow them through the OM&A expenses, yes.


MR. AIKEN:  Why would you -- what was the basis for that decision?


MS. McCANN:  Well, the basis for the decision came, again, to the system limitations, in terms of those overhead rates were applied across the board.  So when you pull them out of certain projects, they can be applied to billable work orders without setting up a separate process.  And we felt at the time that the costs were immaterial to require that process set-up.


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


MS. DJURDJEVIC:  Anybody have anything else on issue 4?  Shelley?

Questions by Ms. Grice:

MS. GRICE:  I just have one question, and it -- it's No. 27 of the technical conference questions, 4, VECC 53.  And it was a just a follow-up to interrogatories that were asked about reliability.


And VECC asked, based on a response to 4, Staff 33, that:

"Festival would note that customers will see improved reliability as a result of the new transformer station."


And then AMPCO 8, the response there provided outage by cause, and VECC asked for Festival to provide measures, targets, metrics that it expects to improve due to the new transformer station.  And in that response, Festival indicates that it:

"... expects the values for SAIFI and SAIDI and momentary outages to decrease."


So I note in the evidence that you provided appendix 2G, which showed 2009 to 2013 SAIFI and SAIDI values.  And I just wondered -- perhaps it is in the evidence, but whether or not you have set a target for 2015 for SAIDI and SAIFI.


MR. SEMSEDINI:  Not specifically.  We kind of use the rolling average to ensure that we are declining over that three-year average.


So it is one of the things that we haven't set a hard target.


The one challenge in us determining what the SAIDI/SAIFI increase would -- or decrease would be from the new TS, is really about the length of line and where the outage happens.


So we could base a number on saying:  Hey, line length has decreased by this amount, so you should see that decrease.  But the problem is if all your faults still happen on that side, it is not going to help you.  So that's where we just got into -- it is very difficult to gauge as a specific.


What we're really trying to do is drive the number down.  And we've noticed that in our momentary outages, for example, over the last three years, where we've hit numbers as high as 140 or 150 momentary outages per year in our whole system.  And that seems to be coming down over a three- to four-year trend.


MS. GRICE:  So that's why in the response you didn't nail down a specific metric or number for that?


MR. SEMSEDINI:  Right.


MS. GRICE:  Okay.  Thank you.


MS. GRICE:  Mark, anything on issue 4?

Questions by Mr. Garner:

MR. GARNER:  Yes.  Thank you.  I've lost one of my references, but the one I do want to ask about is the electric car, since no one is going to ask about it. 
The electric car, is it bought yet, the electric car?


MR. SEMSEDINI:  No.  This was an area that we had just discussed, you know, doing budgets kind of a couple of years in advance, and looking at smart grid and even the city that we have within Stratford.


We're a fairly small city in terms of population, roughly 30,000 people, but we have a huge tourism base, so people who are coming for the theatre, that number swells to over 600,000 people visiting the city a year.


So really what we were trying to get a handle on with an electric vehicle is some of the impacts we would see from people who might go see the theatre as the number of people owning Teslas or other long-range vehicle in the city of Toronto that brings them to Stratford, what's that going to mean for Stratford charging our distribution system.


Should we be setting up, you know, a super charge station where you can get everybody kind of at one place, as opposed to worrying about them having them all over the distribution system.


So I think we have a unique set-up in terms of how small we are as a city but how large we balloon in the summertime.  So I think, although I know electric cars have been tested elsewhere, I think we have a bit of a different situation within the city of Stratford.


MR. GARNER:  Okay.  So who gets to drive the electric car?


MR. SEMSEDINI:  That is undecided.  We will probably have to wrestle over it, and -- but we are actually thinking that would be a vehicle that gets passed around a little bit.


So we have people who live in different areas.  So for example, I live roughly 85 kilometres away from work, so my transit pattern would have a different charging pattern to work.  So I would take it for a week or two and say:  Hey, what does that do to the distribution system?


You know, Jac might live closer, so he might be 10 to 15 kilometres away from the city.  What does that look like?


MR. VANDERBAAN:  Then we give it to our cable locator who uses it all day.  Right?  So just trying different people.


MR. GARNER:  Thank you.  Moving on from that interesting topic, can I ask you -- I'm certain I must be missing something on this response, but it's your response to -- it's your response 97 in the IR.
It is response to 4-OEB Staff-32.


And after the table, you have a -- it's a discussion about the general ledger account, 5130, and there is a discussion in there about the changing capitalization, et cetera, et cetera.  And it says that, you know, there is an average of 304.  This increased to 636.  Anyway, and at the end of it, it says the average -- which, I take it, is the difference between 304 and 636, is projected to be the amount in 2014 and 2015.


And here's really my question.  Somewhere else -- actually at your response 127, 4-SEC-15 -- you put the cost of the IFRS capitalization changes at somewhere around $147,000 for '14 or '15.  I can't remember the figure exactly, but it was in that range.


And then I saw this figure, and it seemed to be almost twice that range, if I read the response.  And I may be just missing completely what this response is talking about, but it seemed to be talking about the same capitalization changes, and therefore a change in what that account was accumulating.


I wonder, am I seeing something that's not there, or is there an inconsistency in the response you gave to what the '14, '15 capitalization numbers are?


Now, it may be that you need to look at both, and I don't need you to look at both right now, but if you could clarify it, because as you can under –- for VECC, one of the things we're trying really trying to understand is these incremental costs and changes.  And one is, of course, the accounting change that just has to happen.


So if you could look into that?


MS. McCANN:  Yeah, we can do that.


MS. DJURDJEVIC:  That will be JT1.32. 

UNDERTAKING NO. JT1.32:  TO EXPLAIN THE DIFFERENCE BETWEEN RESPONSE IN 4-SEC-15 AND 4-OEB STAFF-32.


MR. GARNER:  And that's to look at the difference between the responses in 4-SEC-15, and in this response, which is 4-OEB Staff-32.


Thank you.  I believe those are all my questions. Thank you.


MS. DJURDJEVIC:  Okay.  I understand Board Staff has no questions on this issue.


So that takes us -- well, now it's 1:30.  Do people want to continue, or break?


MR. SHEPHERD:  I have no more questions.


MR. AIKEN:  I have no more questions.


MS. GRICE:  I have no more questions.


MR. GARNER:  I have no more questions.


MS. DJURDJEVIC:  So we are done.  Well, that was easy.  Thank you everyone.


MR. SHEPHERD:  No, we want to continue.


[Laughter]


MS. DJURDJEVIC:  We're continuing, and we're done.
--- Whereupon the conference concluded at 1:33 p.m.
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