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Monday, September 22, 2014

--- On commencing at 9:42 a.m.


MS. DJURDJEVIC:  Good morning, everyone.  I would like to welcome you to today's technical conference.  This is the transcribed technical conference in St. Thomas Energy's 2015 cost-of-service application, EB number 2 -- EB-2014-0113.

In accordance with the procedural order issued by the Board, technical conference questions were filed by the Board Staff and the parties in advance of today, and we received some responses, we have received some responses, so we have just a few preliminary matters.

As I've indicated, this is a transcribed technical conference.  There is a court reporter there that is -- for those of you who haven't been here before -- who will be transcribing the questions and the evidence you are giving, and if you haven't been here before, you realize that there is a mic, and you need to turn that on.  When you see a little green light, then you are good to go.

So this -- we have a panel -- I'll get the appearances in just a minute.  Let's just see if there are any preliminary matters.  I don't believe there is.

Do any of the parties have a -- some -- yes?
Preliminary Matters:


MR. BUONAGURO:  Hi.  For the transcript, Michael Buonaguro.  I'm counsel for the applicant.  Just a preliminary matter.  As you said, there were some filed responses.  I just wanted to check to see if you needed references for those at all, or leave them as is?

MS. DJURDJEVIC:  I'm sorry, for the which?

MR. BUONAGURO:  For the written responses that were filed.


MS. DJURDJEVIC:  I think we could make those exhibits.  Do we usually do that?  That's fine.

MR. BUONAGURO:  I'm just checking.

MS. DJURDJEVIC:  Yes.  Okay.  So we will just refer to them, you know, as they are on the record, and we haven't developed an issues list yet in this proceeding, which I suppose will be done towards the end of the day.

So in the absence of that, I guess we will proceed with the questions, I think, you know, consistent with the filing of the evidence, and then the technical conference questions, clarifications by topic, if that's acceptable to everyone, and is there -- first of all, I'd like to get everybody's appearances.  We'll start with Mr. Buonaguro, since you are already on.
Appearances:


MR. BUONAGURO:  So as I said, Michael Buonaguro.  I'm counsel for the applicant, and I'll just have my witness panel go and briefly introduce themselves.

MR. TOBIN:  Good morning, Gary Tobin, president and chief operating officer of St. Thomas Energy.

MR. KENT:  Rob Kent, director of finance and regulatory affairs.

MR. FARROW:  Glen Farrow, chief financial officer.

MR. FRANK:  Andrew Frank, consultant for the applicant.

MS. DJURDJEVIC:  Thank you, gentlemen.

Next appearances, Mark?

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

MR. AIKEN:  Randy Aiken, consultant for Energy Probe.

MR. HARPER:  Bill Harper, consultant for VECC.

MS. DJURDJEVIC:  Okay.  And my name is Ljuba Djurdjevic.  I am counsel for Board Staff.  And...

MR. VETSIS:  I'm Stephen Vetsis, Board Staff.
ST. THOMAS ENERGY INC. - PANEL 1


Gary Tobin


Rob Kent


Glen Farrow


Andrew Frank


MS. DJURDJEVIC:  Okay.  Mr. Buonaguro, did you have any opening or introductory statements from the witnesses or yourself?

MR. BUONAGURO:  No, the panel is available for questions.  I don't know if you were planning to go through the written questions again.  They are filed, and we're happy to have them stand and then people follow up directly.

MR. VETSIS:  That was the approach I was expecting.  I don't know if any of the intervenors feel differently.

MR. RUBENSTEIN:  No, that's fine.

MS. DJURDJEVIC:  Okay.  So who would like to go first?  Well, why don't we -- Mr. Rubinstein, would you mind going first, since you are in the first row?
Questions by Mr. Rubenstein:

MR. RUBENSTEIN:  Panel, I have two questions for you.  Firstly, if I can ask you to turn to the 2-SEC-29.  This is on page 2 of your responses.  Now, this is where I get in trouble, because some of these questions are engineering-related.

I just wanted to -- if you look under for two-fifteen, material capital projects, that is sort of at the bottom of the page, for items 40 -- for voltage conversion, item 47 and new power line, item 49, I have questions regarding that.

So with respect to voltage conversion, item 47, my understanding is each item is an area that you are doing?  Am I correct?

MR. KENT:  That's correct.

MR. RUBENSTEIN:  Do you need to complete the entire area for the project to be complete?

MR. TOBIN:  Well, the projects are defined by geographic areas of the city, and so that's the project.  And then the completion would be as we finish that area.

MR. RUBENSTEIN:  But my question would be this:  Do you have to complete the entire area for the voltage to be converted in the -- or is that sort of as you go?

MR. KENT:  Yeah, in discussion with ops, there will be sections of the line which will be energized before the end of the year, so it doesn't have to be completely -- and completed to put in the capital.

MR. RUBENSTEIN:  So the 25 percent you will be energized to 25 percent.

MR. KENT:  That's correct.

MR. RUBENSTEIN:  Now, with respect to the new power line, item 49, I have a similar question.  Again it says target completion is 25 percent by December 2015, so it will be 25 percent of the new power line to be energized?

MR. KENT:  Yes, that's correct.

MR. RUBENSTEIN:  All right.  Thank you very much.

MR. KENT:  You're welcome.

MR. RUBENSTEIN:  And then my second question is on 4-SEC-33.  Can I just ask, briefly, if you can briefly explain the profit-sharing plan?

MR. FARROW:  So in what aspects?  Just what it's based on, or profitability?

MR. RUBENSTEIN:  What is it calculated and how does it work?  How are you -- you said this could add an additional 32- to $40,000 in cost.  How are you forecasting that?

MR. FARROW:  We have forecasted 2,000 per employee, and it -- basically the way we're set up is that if the entire corporation, enterprise, achieves their business plan -- or budget, then the award would likely be 2,000 per employee.  That, at the end of the day, is still at the discretion of the Board to approve or not to approve.

MR. RUBENSTEIN:  And when you speak of the corporation...

MR. FARROW:  The reference is to the entire enterprise or the top -- the consolidated income of Ascent Group Inc.  So...

MR. RUBENSTEIN:  And are you seeking in this application to include the 32- to $40,000 in your test-year budget?

MR. FARROW:  It wasn't in our test year originally, but we would like to add that in as part of our expenses.  The negotiation for -- this was all part of the settlement that we had with the union in May after we filed our application.  So the number was an estimate after the fact.

MR. RUBENSTEIN:  So you want to include that in your forecast budget?

MR. FARROW:  Correct.

MR. RUBENSTEIN:  And this would be forecasting an amount to be paid to employees for exceeding your budget?

MR. FARROW:  This, in our view, has done a lot to help us keep within our percentage increases for salary, for the -- for all the employees as part of the settlement.

So rather than having rates in two and a half to 3 percent for wage increases, that compound through the entire process, we've been able to get it to between -- well, one-and-three-quarters is the number that we have per year for a three-year settlement.

So tradeoff-wise -- and we believe it was a good move.

MR. RUBENSTEIN:  But there is some circular nature to this, right, because these individuals will only get their bonus if you are more profitable than you would expect, and your forecast basis is set on -- is set to have a specific level of profitability.

MR. FARROW:  That's right.

MR. RUBENSTEIN:  So there is a circular nature to this.

MR. FARROW:  Yeah, and if the profitability is less, then this amount that would be paid to them would be less as well, so it is contingent on us being able to make budget, is the target.  So...

MR. RUBENSTEIN:  Thank you very much.  Those are my questions.  I might have some follow-ups to some others.

MS. DJURDJEVIC:  Okay.  Who would like to go next?  Mr. Aiken or Mr. Harper?
Questions by Mr. Aiken:


MR. AIKEN:  Yes, I'll go next.  And I'll probably be jumping around as I go through these.

I want to start with a response to 3-Energy Probe-48 technical conference.  This had to do with the difference in the other revenues shown in 3-Energy Probe-18 and 3-SEC-11.

And the response you provided in part (b) talks about the $27,000 related to -- that you might have to pay back to the OPA.  When I look at the responses in 3-Energy Probe-18, I see year-to-date July 2014 income of 382,000, and in -- sorry, 3-SEC-11, it is 283,000.  So there is about $100,000 difference, and the response only talks about 27,000.

So I'm wondering what -- what is the other $73,000 difference?

MR. KENT:  Okay.  Sorry, I'd have to go through a piece again.  So it is 2-SEC-11?

MR. AIKEN:  Yes.  2-SEC-11 has a number of $283,000 as the year-to-date July figure for 2014.  And in 3-Energy Probe-18, again, the year-to-date July 2014 number shows as 382,000.

So there's roughly $100,000 difference, and the response to 3-Energy Probe-48 TC only talks about this $27,000 that you may have to repay to the OPA.

MR. KENT:  I'm just going to open up those responses as we...

MR. AIKEN:  I've been advised to ask you for an undertaking.

MR. KENT:  Okay.

MR. BUONAGURO:  So basically the two numbers on their face seem to refer to the same thing, but they're different too, and the reconciled...

MR. AIKEN:  Yeah.  Reconciled.  And which one is the real, actual year-to-date number?

MR. BUONAGURO:  Yes, rather than trying to --


MS. DJURDJEVIC:  We'll make that Undertaking JT1.1.  And, Mr. Aiken, could you describe it for the record, please?

MR. AIKEN:  To reconcile the year-to-date July 2014 figures in 3-Energy Probe-18 and 3-SEC-11.
UNDERTAKING NO. JT1.1:  TO RECONCILE THE YEAR-TO-DATE JULY 2014 FIGURES IN 3-ENERGY PROBE-18 AND 3-SEC-1.

MS. DJURDJEVIC:  Thank you.

MR. AIKEN:  My next question is on 3-Energy Probe-47 technical conference, the table provided in part (b).

My understanding of this is the bottom part of the table shows the revenues and costs on accounts 4375 and 4380, the middle part those the CDM component of that, and the top part shows the non-CDM part of that.

And then if you go to -- let's see where this is.  This is 3-VECC-42.  You see the same table there -- sorry, 3-VECC-43.  And part (a) you see the same table.

But the question there was:  Why does the margin decline substantially in the bridge and test years from the previous years?

And below the table there is an indication -- for example, in 2002 account 4375 included $30,000 related to an SR and ED credit, and 42,000 of scrap inventory recovery.

And then there's also -- the following paragraph lists 130,000, 63,000 and 54,000 for specific items in 2015 -- sorry, 2013.

MR. KENT:  Yes.

MR. AIKEN:  My question is:  What else is included in those revenues?  Because even when you add those numbers up -- for example, 2012, there's about $330,000, I believe, for water and sewer.  That information is provided somewhere; I'm not sure exactly where.  Plus the 72,000 for the scrap and the SR and ED credit.

So that's roughly 402,000, so there is still another 120-some-thousand dollars in 2012, and in 2013 there's roughly 337,000 for water and sewer billing, plus these other items which add up to about 580,000.  That still leaves about 175,000 out of the 759 that is shown there for 2013.

So what I was wondering is -- what you could do is take that top part of that table, which excludes -- already excludes the CDM, break up the water and sewer for 4375 and 4380 for each of the years shown, and then show what's left over in the revenues and the costs, if you could.

MR. KENT:  Yeah, absolutely.

MR. AIKEN:  Okay.  Thank you.

MR. KENT:  I have that all broken down.

MS. DJURDJEVIC:  So this is an undertaking?  JT1.2.  Are we doing this by way of undertaking, or are you conferring in order to provide an answer?

MR. BUONAGURO:  They were just discussing whether he could do it.

MS. DJURDJEVIC:  Okay.  So Undertaking JT1.2.  Get Mr. Aiken -- can you describe it again for the record?


MR. AIKEN:  Yes, to break out the top portion of the table in 3-VECC-43, part (a) for accounts 4375 and 4380 between water and sewer and other revenues and costs included in that.

UNDERTAKING NO. JT1.2:  TO BREAK OUT THE TOP PORTION OF THE TABLE IN 3-VECC-43 PART A FOR ACCOUNTS 4375 AND 4380 BETWEEN WATER AND SEWER AND OTHER REVENUES AND COSTS INCLUDED IN THAT.


MS. DJURDJEVIC:  Thank you.


MR. AIKEN:  Sticking with Exhibit 3, my next question is from 3-VECC-46.  In the response, the second paragraph of the response, you say that:

"STEI has not included the 5,000 for microFIT charges.  The 5,000 model is incorrect.  The correct number is roughly 2,530."


And you state that you will recognize this revenue, but you will also increase the customer-service expense by 4,680 to recognize the ongoing cost or automating the billing process for these customers.


So my first question is:  Does this mean that the 4,680 is not included in your costs under OM&A?


MR. KENT:  That's correct.


MR. AIKEN:  Can you explain to me why this are -- actually, it says "ongone costs", but I --


MR. KENT:  Oh, sorry, ongoing.


MR. AIKEN:  -- that's ongoing.


MR. KENT:  Yes, yes, ongoing.


MR. AIKEN:  Why would these be ongoing costs if you are automating the billing process?


MR. KENT:  I've been told that our provider -- it is a $10 per customer per month fee to provide the billing service.


MR. AIKEN:  Okay.  Then my next question is:  Why aren't you proposing to increase the microFIT charge to recover this $10, rather than have it subsidized by other ratepayers?


MR. KENT:  I should have done that.


MR. AIKEN:  Would you go agree to do that?


MR. KENT:  Yes.


MR. AIKEN:  Okay.


MS. DJURDJEVIC:  That will be Undertaking JT1.3.


MR. AIKEN:  No, there's no --


MS. DJURDJEVIC:  Sorry, can we just restate it so just to be clear for the record?


MR. AIKEN:  I don't think there is an undertaking.


MS. DJURDJEVIC:  Oh.


MR. BUONAGURO:  Maybe we can clarify what the impact is, like.  So my understanding is that you've asked him to increase the microFIT charge in order to offset the 4,680?


MR. KENT:  The difference between, yeah.


MR. AIKEN:  That's correct, yeah.


MR. BUONAGURO:  Right, and so that means the application now seeks an increased microFIT charge relative to what was in the application.


MR. AIKEN:  All right.  Moving on to Exhibit 4, 4-Energy Probe-52 technical conference.  I had asked, if no postage costs are allocated to the city, please explain how, if the city chose to move the service to another provider, STEI would be left financing the increased postage costs.


And the response takes me back to 4-Energy Probe-50 TC, but at a high level my understanding is the only postage cost paid for by the city now are for sewer and water customers that are not customers of STEI.


MR. KENT:  Correct, yes.


MR. AIKEN:  So my question was:  How could your costs go up when the city wasn't paying any of these costs to begin with?


MR. KENT:  Okay.  I made an incorrect assumption that if you were talking about doing on an allocated basis, the portion that was allocated to the city, if they were to leave, then that portion would come back.  On the current proposal, you are correct, there would be no increase.


MR. AIKEN:  Okay.  I understand that now.


And then -- let me just see here.  That takes me to the response to 4-SEC-32, where SEC asked you, if the postage costs were allocated on a fully allocated basis, what would be the reduction in the revenue requirement, and the response was had 49,600.


My question for that is, is that based on a 50/50 allocation of the postage cost or some other factor?


MR. KENT:  It's 50/50 on the joint bill.


MR. AIKEN:  Yeah, okay.  Excuse me.  I have two questions left, and they are both going to be undertakings.  It is 6-Energy Probe-57 technical conference, where I had requested a revenue-requirement work form and tracking sheet showing the changes, so I just wanted to get that as an undertaking that -- through the interrogatories, the undertakings, everything, make sure we have a new sheet before the settlement conference begins?


MR. KENT:  Yes.


MR. AIKEN:  And the same thing, just before we jump in and give that an undertaking number, would be 8-Energy Probe-59 TC.  This is the -- I requested the bill impact for all rate classes, appendix 2-W.


MR. KENT:  Yes.


MR. AIKEN:  Okay.  So if we could have that as an undertaking.


MS. DJURDJEVIC:  So that will be JT1.3, and if we could describe it for the record.


MR. AIKEN:  Yes, to provide an updated revenue-requirement work form and tracking sheet and bill impact, appendix 2-W, based on all the changes to date.


MS. DJURDJEVIC:  Thank you.

UNDERTAKING NO. JT1.3:  TO PROVIDE AN UPDATED REVENUE-REQUIREMENT WORK FORM AND TRACKING SHEET AND BILL IMPACT, APPENDIX 2-W, BASED ON ALL THE CHANGES TO DATE.


MR. AIKEN:  And those are my questions.  Thanks.


MS. DJURDJEVIC:  Okay.  Mr. Harper?

Questions by Mr. Harper:

MR. HARPER:  Fine.  Actually, if we could turn back to the response to 3-VECC-46 TC.  I just want to be clear here.  You started off in your application with another revenue of $456,044, and then in response to this you indicated that you are proposing this now had to be adjusted upwards by $40,000 in total to account for the interest in dividend income noted in Energy Probe 16(a) and for some additional revenues for non-rate-regulated utility operations of 5,000 noted in Energy Probe 17, so we're now up to 46,000 -- should be $496,044, correct?  I'd like you to turn to VECC-43 TC.  That was the long -- the response that Mr. Aiken was just talking with you about.


And at the very end of that, the response goes on for a couple of pages, but the last paragraph in that response, you note here that:
"However, in follow-up conversations with engineering and stores and as part of the conversion program for the overhead underground, STE can expect an average of $15,000 per year for the cost-of-service period for scrap material recovery."


Is it fair to say that that $15,000 should also be added to the 496,044 we just talked about?


MR. KENT:  Yes, that's correct.  It will be one of the reconciling items.


MR. HARPER:  Okay.  Fine.  Thank you very much.


I'd like to now turn to VECC 41 TC.  Here we asked you if STEI was changing its proposed manual CDM adjustment to the load forecast.  In response to part (b) you said no, and so I assume that -- I was assuming in response to that that that meant that the manual CDM adjustment for 2015 was going to be 2,250,000 kilowatt hours, and that's found in your original application, Exhibit 3, tab 1, schedule 4, page 5; is that correct?


MR. FRANK:  I probably would change it.


MR. HARPER:  Well, that was going to be the second part of my question.


--- Inaudible discussion off-mic.


MR. FARROW:  This is --


MR. HARPER:  Excuse me, before you do, it is not the LRAM, it is the manual adjustment to the load forecast.  They're two separate things.


MR. BUONAGURO:  Do you want to get your mics on if you want to chat?  Turn the mic on?


--- Inaudible off-mic discussion.


MR. KENT:  Yes, sorry, you are correct, would be as part of the, I guess the bill impact analysis we would be changing that amount to 2.7 from the 1.5.  Is that the...


MR. HARPER:  No, the number in the original application, it you look at Exhibit 3, tab 4 -- tab 1, Schedule 4, if I'm correct, was 2,250,000 kilowatt hours.  That was the number in the original application?


MR. FRANK:  Okay.  So the 2,250,000 kilowatt hours was 1.5 million for savings in 2014 that would be continued to be realized in 2015, and then half a year of the 2015 CDM activity, which at the time was forecasted to be another 1.5 million kilowatt-hours, so it would be the 1.5 million from 2014 plus half of 1.5 million or 750,000 for 2015, and that came to 2.25 million.


MR. HARPER:  Right.


MR. FRANK:  Whereas the updated proposal is to use the 2014.  And I think that the 1.5 million was a rounded number; the precise number was on the order of 1.59 million.  And it's found in appendix 2I.


MR. HARPER:  Actually, that was where I was going next, because -- and maybe we can jump there and we can confirm that this is the number you're proposing, then.  Because if we look in response to VECC technical conference Question 45 TC, we asked you to update the appendix 2I that the Board had just recently posted on its website.  And as you mentioned, you provided a copy of that.


On the very last page of that update, you show a manual adjustment for CDM for 2015 of 2,957,057 kilowatt-hours; correct?


MR. FRANK:  That's correct.


MR. HARPER:  And this is your new proposal?


MR. FRANK:  That is the proposal.  And that breaks down what is for 2014 activities and what is for 2015 activities.


MR. HARPER:  Do we have anywhere on the record the breakdown of that by -- what your assumption is for 2015 by customer class for how that number breaks down?  I didn't recall seeing one.


Actually, this is the only place I've seen this number, so...


MR. FRANK:  I'm not sure that we do.  I suppose that could be handled as an undertaking.


MR. HARPER:  Yes.  What I would like you to do is if you could –- because you've done the load forecast, pre-CDM adjustment, and then you have now the new CDM adjustment and a new load forecast for 2015 post CDM adjustment.


If you could, perhaps, as an undertaking, give us the schedule that shows the load forecast pre-CDM adjustment by customer class, what your now proposed adjustment is by customer class, and what your final -- and your final forecast by customer class is after the CDM adjustment, that would be great.


MR. FRANK:  Okay.


MS. DJURDJEVIC:  That will be JT1.4.
UNDERTAKING NO. JT1.4:  TO PROVIDE A SCHEDULE SHOWING LOAD FORECAST PRE-CDM ADJUSTMENT BY CUSTOMER CLASS, PROPOSED ADJUSTMENT BY CUSTOMER CLASS, AND FINAL FORECAST BY CUSTOMER CLASS AFTER CDM ADJUSTMENT.


MR. HARPER:  While we're on that schedule 2I, if you could maybe turn back to the first page of that, at the very bottom of this page you've got -- I mean, and this sort of feeds into the -- at the very bottom of that, you've got a page -- you've got a schedule showing sort of the assignment of the four-year 2011 to 2014 kilowatt-hour target.  And the 1,590,057 that we were talking about shows up at the bottom of that page there in the schedule.


MR. FRANK:  I'm struggling with where the bottom of the first page is.


MR. HARPER:  I'm sorry.  Maybe it's the way I did the printout.


It is the very first schedule, in the second bolded section in that appendix 2I.  It is the section entitled "2011 to 2014 CDM program."  2014, the last year of your current CDM plan?


And there is a boxed schedule after the first four or so paragraphs in that, that shows the layout of the assumed savings by year, by program.


And I just note the 1,590,057 that we were just talking about shows up in that table for 2014 as being the assumed savings in -- from 2014 programs in 2014; correct?


MR. FRANK:  That's correct.


MR. HARPER:  Now, I notice this schedule does not appear to have been updated for the 2013 verified results report you got from the OPA and filed in response to VECC 18.  And I was wondering if there was any particular reason for that.


MR. FRANK:  I think that was just an oversight.  We could undertake to provide a further update to this.


MR. HARPER:  And if you did that, that would then impact the numbers that we just talked about for 2015, because the 2014 number feeds into the 2015 number?


MR. FRANK:  No -- that's correct.


MR. HARPER:  So maybe -- maybe the best thing is maybe we could include this is a part of the previous undertaking, if that might be the easiest way to try and do that.


As part of that undertaking, update appendix 2I to what you believe it should now be, and then on the basis of that, what's the update to your CDM adjustment for 2015 in total, and how does that get allocated by customer class, as we talked about earlier.  If you could do that for us, that would be great.


MR. FRANK:  Okay.


MS. DJURDJEVIC:  And for the record that is still part of JT1.4?


MR. HARPER:  I think that's easier just to cover it off as part of the original undertaking.


Okay.  I'd like to now actually -- so we dealt with the load forecast adjustment.  I'd like to now turn to VECC 45 TC.  Here in part (a), it refers -- here we asked you to set out the 2015 LRAM VA kilowatt-hours, in total and by customer class, that you were proposing for 2015.


If I look at the table in part (a) of the response, you have a total here of 4,324,057 kilowatt-hours correct?


MR. KENT:  Correct.


MR. FRANK:  I think that's part (b), if anybody reads it.


MR. HARPER:  Part (b), I'm sorry.  Yes.


Now, this value differs from what was in your original application, which was 3 million kilowatt-hours.  I think we talked about that already.  That needs to be updated.


But it also varies somewhat from the -- if you go to that appendix 2I we were just talking about, the -- the LRAM value you have there is 2,734,000 kilowatt-hours, in contrast to a little over 4 million that you had in this response.


And I was wondering if you could tell me which is the right number, because I think I see where the 2 million -- 2.7 million came from.  I'm not too sure if I see at all where the 4.3 million came from that you provided in part (b) of that response.


MR. FRANK:  So the -- what was the 4 -- the approximately 4.3 million would be the sum of the 2013 programs -- sorry, 2014 program savings in 2015, plus the 2015 program savings in 2015.


MR. HARPER:  That would be captured -- if I'm correct, that should have been captured in that last schedule in appendix 2I, so the numbers shown there for the amount used for CDM threshold for LRAM VA 2015 would reconcile with the 4.3 million?


MR. FRANK:  Yeah, I believe that's correct.  Appendix 2I should have included the approximately 4.3 million.


MR. HARPER:  So maybe -- if this is getting too confusing, but maybe -- because you've already undertaken to update appendix 2I.  Maybe if you could update it and make sure that the LRAM VA kilowatt-hours that you are proposing in appendix 2I and what's in the technical conference responses match up with each other at the same time, that would be great.


MR. FRANK:  Okay.


MS. DJURDJEVIC:  That it will be JT1.5.
UNDERTAKING NO. JT 1.5:  TO MATCH UP LRAM VA KILOWATT-HOURS PROPOSED IN APPENDIX 2I WITH NUMBERS IN THE TECHNICAL CONFERENCE RESPONSES.


MR. HARPER:  Okay.  I'd like to turn now to Energy Probe 58 TC.


Here, what Energy Probe had asked to you do was show the various, I guess, separate account items that you'd gone through and analyzed in order to come up with your weighting factors for billing and collecting for the cost allocation model.  I'd just like to ask just a couple of clarification questions.


Am I correct that all of your customers are currently billed on a monthly basis?


MR. KENT:  That's correct.


MR. HARPER:  Fine.  Thank you.  And am I also correct that the -- I'm just going down to look at the big dollar items here -- that Olameter Inc., they are the ones that do your meter reading, are they?  If I'm not mistaken.


MR. TOBIN:  Yes, that's correct.


MR. HARPER:  Okay.  And they only do meter reading for you.


MR. TOBIN:  Meter reading; that's correct.


MR. HARPER:  Right.  Okay.  Fine.  Thank you very much.


And I guess I was interested in knowing, like, after the meters are read, the, you know, the smart-meter data goes to the IESO, and the verification process is done there.  For your greater than GS 50 -- GS greater than 50 customers you must have some internal process for the verification of that meter-reading data for purposes of billing, and I was wondering which of these line items that -- where that would show up in this schedule, line items here.


MR. TOBIN:  The verification of that data takes place in our ODS by a third-party provider, Savage Data.  I believe that's -- that was the question, though?


MR. HARPER:  Yes, I guess I had noticed on the Savage Data you've got an equal weighting on a per customer basis between the residential GS less than 50 and GS greater than 50 customers, and I was just curious if that additional work was being undertaken by Savage Data for your GS greater than 50 customers why there is an equal weighting across all the customer classes with them.


MR. KENT:  Well, I think when we spoke with the director of customer service she was looking at it just from an effort perspective, and with the same effort to do a GS over, GS under, and the weighting factors of that get attributed based upon the customer account afterwards, because that gave us an allocation of percentage.


MR. HARPER:  Okay.  Well, the Savage Data is a very small number anyway, so --


MR. KENT:  Yes.


MR. HARPER:  -- I'm not going to pursue that.  I'm wondering if it was one of the bigger numbers, but, no, it isn't.


The other thing I just want to confirm, utility collaborative services, which is the other large budget item under there, I assume they're the ones that do your billing?


MR. KENT:  Correct.


MR. HARPER:  Are they?  I guess -- and do they charge you just per bill regardless of what -- I notice the weighting is the same across all customer classes.  Do they charge you the same per bill issued, regardless of which customer class it is?


[Witness panel confers.]

MR. KENT:  From the billing perspective, I believe so, but I have to confirm it with the director of customer service, and those costs also include other things such as our billing software.  They'd have resources to -- some backup resources, so it is not just a billing component.  It is actually a number of items within that amount of 244.


MR. HARPER:  Well, maybe the easiest way to do this rather than make an undertaking is, we'll assume that's a yes, it is the same for each, and if it isn't, if you'll get back to us, that would be fine.


MR. KENT:  Yes.


MR. HARPER:  I'd like to finally turn up VECC TC --VECC 49 TC.


Sorry, just give me a minute to get my papers organized here.


And here you indicated in the response that the number of street lighting devices is 4,918, but if I go back to your response at the VECC 37(a), I believe you stated there that the number of connections for street lighting was 4,918, the same number, and I was wondering if you could...


MR. FRANK:  I believe the prior response was incorrect, because the number of devices is 4,918.  The number of connections is 3,607.


MR. HARPER:  Okay.  Well, I just -- we'll do this in two steps so that I -- you know, so that VECC's -- VECC 36(a), that's the -- the number of devices is 4,918, right?


MR. KENT:  Yes.


MR. HARPER:  The second thing I wanted to clarify was -- and there was a bit of a difference in the two -- if I looked at the response to VECC 36(b), it suggested that 60 percent of the devices were on one connection, where if I look at the way you did the calculation and the response to VECC 49 TCA, you're assuming there 60 percent of the devices are serviced through one connection, and depending upon which way you do the algebra, you actually come up with a different number in terms of connections at the end of the day.  I can get a number of 3,607 or a number of 2,732 depending upon which of those two interpretations I make of, whether it is 60 percent of the devices that are connected, why 1 in 40 percent are connected by way of a 3, or 40 percent of the connections service three streetlights, and I was wondering if you know off the top of your head which of those is correct that that's fine.  If you want to go back and check and do it by way of an undertaking, that's fine too.


MR. FRANK:  It's 60 percent of the number of devices that are serviced by one connection.


MR. HARPER:  Okay.  So -- and that's the way the calculation was set out in response to VECC 49 TC, if I'm not mistaken.


MR. FRANK:  Yeah, that's correct.


MR. HARPER:  Okay.


MR. KENT:  And that is consistent with the 2011 rate application as well.  It is the same numbers and the same methodology.


MR. HARPER:  And you will have to excuse me.  These are the numbers that currently show up in your cost allocation, while the 4,918 and the 36,607?


MR. KENT:  That is correct.


MR. HARPER:  Okay.  Fine.  Thank you very much.  Those are all of my questions.


MR. VETSIS:  I guess that makes Board Staff next.  We're going to start off with my colleague Raj.  Perhaps you'd like to introduce yourself first before beginning.

Questions by Ms. Sabharwal:


MS. SABHARWAL:  I am Raj Sabharwal, Board Staff.  I have a question on 9-Staff-37.  In response to that, the first -- the IRs that we submitted, St. Thomas said, as shown in response to part (a), they said that, as shown in table below, STEI recalculated the capital additions in accordance with the former MSA versus the actual cost, which results in a 2.982232 difference.


I just want to confirm that when you say MSA versus actual cost it really relates to restructuring and not actual capitalization policies, and the reason I say that is that in response to your -- the -- our technical-conference question you said the 2,982,232 is the amount of the reduced capitalization cost attributed to restructuring from the 2011 Board-approved cost of service, MSA cost structure, so I want to confirm that it is related to restructuring the capitalization differences and not actual capitalization policies.


MR. FARROW:  With respect to that, that was not all related to restructuring.  The intention of what was shown here was to be able to capture the capitalization on what it would have cost back under the same basis as our last cost-of-service application.  So in other words, there is 2.9 million as a result, which shows that -- which is shown in the table.  So basically, it -- if the approach that was done in 2011 was continued on for this program, there would have been a lot -- basically, the component related to the MSA fee and the OM&A that was -- that would have been capitalized by the same staff that got transferred from the old St. Thomas Energy Services Inc. to St. Thomas Energy Inc., so that if we maintained the same process at the end of the day, there would have been capitalization of 1.9 million of the O&MA.  And the fee associated with the PILs part of the rolling stock, that would have been -- I think, at best -- eliminated because of the restructuring, because those were all -- the fixed assets that were part of that were rolled into St. Thomas Energy.


MS. SABHARWAL:  Okay.  So I'll get to 1562 in a moment, but in Exhibit 1, tab 5, schedule 17 and also your capitalization policy, it says that STEI had no staff and purchased management services and capital -- so I'm talking about capital here -- from AESI, an affiliate company.


So it looked like capital was all purchased, since you didn't have staff to construct the asset or the -- under the capitalization --


MR. FARROW:  Just for clarification, you are referring to our 2011 basis, when you're talking in respect to no staff so capitalization was with respect to everything purchased in STEI from STESI, or now AESI?


MS. SABHARWAL:  I'm talking about what was done pre-restructuring, yes.  And --


MR. FARROW:  As referred to back into the chart that we spoke of earlier, the staff that are now in St. Thomas Energy Inc. were originally in St. Thomas Energy Services Inc., which has been renamed SN Energy Services Inc.


The 1.9 million of overhead –- so OM&A -- was an expense of that staff that was built into the capital that was intend -- then having an MSA fee put on top of it, sold to St. Thomas Energy.  That was the approach before restructuring.


MS. SABHARWAL:  Yes.


MR. FARROW:  So that was basically in the terms of the policy, so it was...


MS. SABHARWAL:  You purchased the asset, though, after it was all capitalized, overhead added on, and things --


MR. FARROW:  It was -- it was -- it was invoiced as spent.  So it...


MS. SABHARWAL:  Okay.  So I'm looking at the capitalization policy.


MR. FARROW:  Sorry, your question, again, for clarification was?


MS. SABHARWAL:  Go ahead first.  Tell me about the -- you were looking at some...


MR. FARROW:  Just in terms of the chart that we have in there, we believe best reflects the difference between then and now in terms of how our organization capitalized our OM&A from our staff, the same staff that originally was in STESI to St. Thomas Energy Inc.


MS. SABHARWAL:  That's right.  It was the staff, but the staff was not in St. Thomas Energy.  I'm just trying to clarify.  Where was that staff when the overhead not directly attributable to the projects were capitalized?


MR. FARROW:  That was in St. Thomas Energy Services Inc., because there was no staff in St. Thomas Energy Inc. during that time.


MS. SABHARWAL:  That's what I'm trying to get at here.


Also, the material burden under your capitalization policy, it -- it -- under CGAAP, a fixed percent...
"...percentage of fixed fee may be allocated to capital projects, which represented the costs associated with acquiring, handling and storing all materials.  The material burden also included the labour costs and the associated employee benefits of staff working in storage operations and procurement departments."

So these were all AESI costs, or at the time, you said, Services, St. Thomas Services?


MR. FARROW:  You are referring to activities that were covered under the master service agreement prior to restructuring?


MS. SABHARWAL:  Okay.  So they were still not part of St. Thomas Energy Inc., is what I'm trying to just point out here.


MR. FARROW:  That's correct.  It was -- and those services were the services that were the day-to-day services.


MS. SABHARWAL:  So I'm looking at the differences that would have been due to IFRS.  And the labour burden, fleet burden and material burden, those are the three places where I see that they would have been different, but at the time all of those costs were incurred not in St. Thomas Energy Inc.?  That's all I'm trying to --


MR. FARROW:  They were art part of the capital cost.  They were not physically within the structure, the legal structure of St. Thomas Energy Inc.


MS. SABHARWAL:  Okay.


MR. FARROW:  But they were purchased under the arrangement between the two, which was a -- as we pointed out in the last technical conference, full costs with all overheads applied to the OM&A labour that was done to build that, plus a charge to offset the PILs for the assets that were physically in St. Thomas Energy Services Inc., which would be the rolling stock, the office equipment, all those components where -- that made up the MSA fee component of our table.


MS. SABHARWAL:  Thank you.


I wanted to clarify 1562 as well.  In response to the same question, you said:

"STEI submits that the 1562 account is a recovery of 362,088.  However, STEI is not requesting recovery of these costs related to prior periods."


I just wanted to point out 1562 was only related to -- first of all, do you mean PILs?  What do you mean by 1562?  Because 1562 is deferred payments in lieu of taxes, and it relates to rate year periods that ended on or before April 30th, 2006.


MR. KENT:  That's correct.  That was my mistake.  There is the 1576, is what we should have been referring to.


MR. BUONAGURO:  Typo.  Conceptual typo.


[Laughter]


MS. SABHARWAL:  All right.  Thank you.  I just wanted to make sure we're not talking PILs here.


Yeah, I think that's it, so –- okay.  Yeah, that's it.  Thank you.


MR. VETSIS:  I'm just going to move on to a slightly different topic.


And I apologize that I don't have a laptop with me here to show this to you, but one of the Excel files that you guys provided with the application was the RTSR model for the retail transmission service rates.  And I recall when I was looking at the Excel file, for some reason there appeared to be the same transmission rates for each of the three years highlighted in the first sheet of the model.


MR. KENT:  I don't have a copy of it with me as well, so I guess it would be an undertaking of some sort, or is it just a generic question?


MR. VETSIS:  Yeah, if you could just undertake to double-check the RTSR model.  Theoretically, it should be showing different transmission rates for each year so it can appropriately scale the revenues, and by, you know, virtue of the rate riders.


So if that is something that you guys could verify and possibly update as an undertaking.


MR. KENT:  Yes.


MS. DJURDJEVIC:  That will be Undertaking JT1.6.

UNDERTAKING NO. JT1.6:  TO VERIFY AND UPDATE THE RTSR MODEL.

MR. VETSIS:  If you could just give me a second, I have way too many pages on my desk.


I was wondering if you could perhaps take a look at the financial statements for the year 2012.  There's a page 12, under the heading of "PP&E"?  Or, sorry, property plant and equipment.


MR. KENT:  Sorry, was that as part of the filing application, Exhibit 1 or 2, or...


MR. VETSIS:  Oh.  Yeah, sorry, I forgot the exhibit number.  It would have been as part of the filing.  I think it would be Exhibit 1.  Just give me a second.


MR. KENT:  I just want to make sure we're looking at the same thing.  I guess Exhibit 1, tab 5, Schedule 3.  I think it's attachment 2, for the record.


MR. VETSIS:  And that would be -- there is a statement here on, I guess what's labelled as page 12, under the heading of "property plan and equipment" that says:
"During the year the corporation acquired assets from a sister corporation.  The transaction was completed using valuations from third-party professionals to meet the requirements for regulated entities.  Under Canadian generally accounted accepting principles (sic) this transaction is required to be recorded at the net book value of the sister corporation. The adjustments acquired as a result of this transaction..."
Sorry, I don't need that sentence.


I was wondering why this -- that sentence here, "the transaction was completed using valuations from third-party professionals to meet the requirements for regulated entities", does -- where would STEI have gotten sort of a reference that the Board's policy would be to use sort of fair market value and require a third-party assessment as opposed to net book value?

MR. KENT:  In respect to where they -- the reference here is the interpretation made by the audit firm in terms of what would be fair, in terms of their thoughts in terms of the fairness.  In terms of what's recorded, they're identifying that for the regulatory purposes it was being shown at fair market value versus the net book value per the financial statements, which was done under GAAP because it was a sister corporation, the transaction.  In terms of the reference, they -- that was a reference that they -- that helped reconcile the fairness side that we were doing, advancing, so I'm not sure if there was a -- well, I'd be speaking for them in terms of the reference, so...


MR. VETSIS:  Okay.  Unfortunately, I don't have a copy of this report for you guys, but if I read something out to you, would it be something you would accept subject to check?  And --


MR. BUONAGURO:  You've got to read it first.


MR. VETSIS:  I will do that.  I'm reading from the report of the Board.  It's EB-2008-0408, transition IFRS.  Well, it's written out fully, but I'll just use the acronym.


In appendix 2 of that report, under the heading of "property plant and equipment", there's a couple of references that -- one would be the first sentence of 3.1, which says:
"The Board will require regulated net book value to be used as the basis for setting opening rate base value."
And similarly for 3.2 it says:
"The Board will require the use of historical acquisition cost as the basis for reporting PP&E for regulatory purposes."


MR. BUONAGURO:  Is there a question?


MR. VETSIS:  Yes, the --


MR. FARROW:  Actually, just following -- oh, sorry.


MR. BUONAGURO:  We'll wait for the question first.  Go ahead.


MR. VETSIS:  Well, subject to check, my understanding of the interrogatory response was that fair market value -- assessment of fair market value was used in the transfer of that particular assets when it appears that the Board's direction has been to use the net book value, and I was hoping you could --


MR. FARROW:  In terms of bringing the background, the reference to the Board's information is in respect to the regulatory company, STEI, in terms of the rollover, the net book value, so in terms of the IFRS conversion, for modified IFRS under the regulatory side, that would be taking the existing assets that were existing within St. Thomas Energy and transferring over.


The IFRS is clear, for enterprises or operations and companies outside of the regulatory space, where you do not have an option to be able to roll over the assets at net book value, as part of the IFRS conversion.


So as part of that -- this dovetails into the overall conversion to IFRS for the entire organization, where St. Thomas Energy Services Inc., as part of that IFRS conversion, would be required to restate their assets at fair value, and as part of this transaction this felt to be the fairest approach, is that in the event that the -- in order to be able to be consistent, if IFRS was done for St. Thomas Energy, IFRS would be done for the other parts of the organization.  As such, there would be a fair value bumped to the assets to bring it to where it was before the transaction to transport them to St. Thomas Energy Inc., and the intention was, as well, in terms of, this would continue on until the organization's officially moved over to IFRS, so it's meant to be able to address the mark-up that would have to be done, because Ascent Energy Services is -- is done a fair value assessment, and that was done as part of that whole conversion, so that's where it was done, and then, you know, overall, in terms of fairness issue, it was believed that if this fits better in terms of the overall, kind of from a fairness side as well, because -- well, consistency, but also too is that the option that was available, in terms of populating St. Thomas Energy Inc. with a rolling stock, office furniture, all the components that were transferred over, this conversation wouldn't happen if St. Thomas Energy Services Inc. just sold off all their equipment for fair value and then turned around and tried to repurchase the same age.  It would likely have been an amount higher than what was there, so this kind of helped marry into the fairness side from the IFRS bump-ups that we were looking at, in terms of sending the structure over -- or having the assets transferred over.


So that's -- overall, at the end of the day, it seemed -- it is viewed as being the most reasonable approach, rather than selling and then trying to buy back from a third party all the components.  So just two things there in terms of, in summary.  One was, marries up with the IFRS conversion that would have to take under St. Thomas Energy Services Inc. to be able to make that whole when the full conversion of the entire enterprise occurs.  And second of all, in terms of just the actual activities that would have had to have been done had the assets not been sold from one sister company to another, but rather to go through third party.


MR. VETSIS:  Right.  Thank you.


And I just want to confirm -- I do remember hearing you say earlier the sort of costs associated with rolling stock and all that did typically used to be a pro forma part of the master services agreement that sort of -- prior to restructuring.


MR. FARROW:  That's correct.  As part of the last technical conference, the reference was given that the mark-up over the full costs of operation was basically applied as a charge above, and that's referred to in that as an MSA fee, when you referred to the chart that we had provided in response to 9-Staff-37.


So that chart, the MSA fee reduction that's in that chart, the 1,067,169 refers to that component of profit above the full costs that we were allocating -- or charging from St. Thomas Energy Services, that basically represented the investment that was in St. Thomas Energy Services Inc. for the rolling stock, office furniture, and store as working capital items that would be the investment in that company.

MR. VETSIS:  I'm not going to lie.  I find this notion of fairness sort of a little confusing in a sense.


If, as you've said, this sort of rolling stock was a part of the MSA before, in essence, hadn't STEI sort of already -- had already been contributing kind of towards it historically through the MSA?


So it seems that sort of almost indirectly, in a sense, that it may have been purchased -- those old -- whatever existing rolling stock there may have been may have already sort of been purchased indirectly by STEI through the MSA at sort of the existing prices, so I'm confused with this notion of the fairness of then adding a fair market value assessment to it.


MR. FARROW:  So what is your question?


MR. VETSIS:  That's an excellent question that you asked.


[Laughter]


MR. VETSIS:  In a sense, isn't -- hasn't STEI in a sense already indirectly paid for these assets through the MSA historically where they may have been purchased?


MR. FARROW:  I would say it would be similar.  If you look at distributable assets, the entire investment that is in distributable assets are there, and in terms of getting a return for those, would be a PILs sort of play.


And what we referenced back in the 2011 cost of service technical conference was the premium charged above full cost was in reference to that investment in those assets.  So that investment was to be maintained at a fair market level value, because the allocation associated with the depreciation was part of the allocations, but the actual value of that investment, as a fair value at whole, is basically represented from that MSA fee that was charged on top.


So that's basically charged for the investment of these assets at fair value, so when that entity is parting with those assets, then they would -- they have to get fair value for it, in order to keep that entity whole.


And then the entity that is picking it up, if they were to go on the open market and purchase those assets, that would be done at fair value.


So in terms of both that -- your question and your thought in terms of the fairness, I would counter by saying that that is just normal course in terms of the return for St. Thomas Energy Services having those assets and keeping that investment at that level.


MR. VETSIS:  Okay.  Thank you.


There is one more thing that I was hoping you guys could help me wrap my mind around, and it sort of falls to the question Mark had asked earlier about -– and in this case, I'm looking at the responses you provided to Board Staff's technical questions, and this would be under the heading of Ref 2-Energy Probe-9 and Ref 2-Energy Probe-11.


It is right towards the end of the document.


MR. KENT:  Yes?


MR. VETSIS:  I am just curious.  When you talk about these completions as a percentage, is that -- what are you sort of using to define that percentage?  Is it sort of -- is it dollar value of the assets, or is it just sort of jobs that have to be performed?


MR. TOBIN:  Yeah, it would be based on dollar value and the timing of the assets being energized.


MR. VETSIS:  I think that pretty much sums up all the questions I had, at least.  Would you guys like to ask yourselves some questions, just to kind of lengthen this a little bit, or --


MR. BUONAGURO:  I was about to say you were looking at me like wondering if I had any questions.


MR. VETSIS:  I'm a little confused.  You were over there the other day, so...


MR. BUONAGURO:  Touché.
Procedural Matters:

MS. DJURDJEVIC:  Well, if there is no other business, and subject to the undertakings -- how much time does the applicant need to respond to those?


MR. BUONAGURO:  I was just asking the same question.  Hold on a second.


We are thinking next Friday.  So that would be October 3rd.


MS. DJURDJEVIC:  Okay.  All right.  So we'll look forward to receiving those then.


MR. RUBENSTEIN:  Can you ensure -- I think there has been a number of places in the interrogatory responses where you were asked to provide another revenue requirement work form and you said that you would provide it.


Can you ensure that's provided with --


MR. BUONAGURO:  He wants to know if you can do that by October 3rd as well.  Or that has to come after?


MR. RUBENSTEIN:  Isn't the settlement conference then Monday?


MR. HARPER:  No, it is a week Monday, isn't it?


MR. RUBENSTEIN:  But after the -- if you are providing them on the 3rd, the settlement conference is the Monday after the Friday.


So it would be very helpful if we had that as well on the 3rd, as well...


MR. BUONAGURO:  Why don't we talk about that?  And we can go off the record, because we are still sending all this out into the ether.


MS. DJURDJEVIC:  Okay.  Thank you everyone.


--- Whereupon the conference concluded at 11:00 a.m.
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