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Tuesday, February 24, 2015

--- Upon commencing at 9:33 a.m.
MS. LONG:  Please be seated, everyone.

Good morning, everyone.  We continue to sit in Toronto Hydro's custom rate application, EB-2014-0116. 

     Mr. Keizer, I understand there is a preliminary matter you would like to raise?  

     PRELIMINARY MATTERS: 

     MR. KEIZER:  Yes.  Just one, Madam Chair.  Last evening we filed a response to Undertaking J2.4, which related to KPI results that were both non-financial and financial.  And in that undertaking response we did not file the financial KPI results because they were still being dealt with, in terms of pre-audit, and were not yet subject to audit. 

     But after reviewing the issue last night and again this morning, I have been advised that the feeling is that the numbers have progressed to a stage where they could be disclosed on an unaudited basis and still remain -- I will deal with confidentiality in a moment, but effectively disclose those numbers, and we will try to do so at some point towards the end of the day as we have those numbers. 

     I just wanted to advise that we will be changing that undertaking response and supplementing it. 

     MS. LONG:  Okay.  Thank you. 

     MR. KEIZER:  But the numbers still would be disclosed, as indicated in the response, on a confidential basis. 

     MS. LONG:  Understood.  Was that the only preliminary matter that you had, Mr. Keizer? 

     MR. KEIZER:  That's all, Madam Chair. 

     MS. LONG:  Then what we propose to do was deal with the Navigant witness first, and then deal with the other issues of the day. 

     MR. KEIZER:  Yes, Madam Chair.  If I could ask Mr. Eugene Shlatz to come forward.  

     MS. LONG:  Mr. Shlatz, Ms. Spoel will ask you some questions and have you affirmed this morning.  


NAVIGANT EVIDENCE

Eugene Shlatz, Affirmed  

     MR. KEIZER:  Madam Chair, Mr. Shlatz's CV is filed as part of an interrogatory response, and that is at Exhibit 1B, SEC No. 6, appendix A.  

     I have spoken with both Mr. Rubenstein and Mr. Crocker, who will be examining Mr. Shlatz today, and I had intended to ask the Board to accept Mr. Shlatz as an expert in electric power delivery systems.  This was the same basis upon which he was accepted as an expert witness before this Board in the ICM proceedings. 

     Both Mr. Crocker and Mr. Rubenstein are prepared to accept his credentials and to accept him as an expert in that regard. 

     I can take him through his qualifications, if you wish, or I could ask you now if you are prepared to accept him as an expert. 

     MS. LONG:  We've reviewed his resume, and we are prepared to accept him as an expert.  So qualified.  

     EXAMINATION IN-CHIEF BY MR. KEIZER:  

     MR. KEIZER:  Thank you, Madam Chair.  So in light of that, then, I have just a very short direct examination.  

     Mr. Shlatz, your report is filed at Exhibit 1B, 2 -- sorry, Exhibit 1, tab 2, schedule 4, appendix B and C; is that correct?  

     MR. SHLATZ:  Yes, I believe that's correct.  Thank you.

MR. KEIZER:  And that's the report that is entitled "Independent assessment of Toronto Hydro's Distribution System Plan and business cases," dated July 29, 2014? 

     MR. SHLATZ:  It is.  

     MR. KEIZER:  And is that evidence, including any of the interrogatory responses that you provided a response to and any other undertakings in respect of the technical conference that you may have been involved in, accurate, to the best of your knowledge and understanding?  

     MR. SHLATZ:  It is. 

     MR. KEIZER:  And do you adopt the evidence for the purposes of this proceeding?  

     MR. SHLATZ:  I do.  

     MR. KEIZER:  And without going into significant detail, can you give the Board a brief review of the key points of your evidence?

     MR. SHLATZ:  Yes.  Navigant was engaged by Toronto Hydro to conduct an independent review of the company's Distribution System Plan and the relevant business cases associated with the plan and used to support a five-year capital investment plan. 

     I was -- I led the effort on Navigant's behalf and the primary author of the report.  And some of the key objectives of our independent review was to, one, ensure compliance with the Board's chapter 5 filing requirements, ensuring consistency with those requirements, and, two, to ensure to independently confirm whether or not the level of rigour and analysis underlying the business cases justified the five-year investment plan, and, lastly, to assess the plans in terms of consistency with industry best practices.


As a result of our independent review, I concluded that indeed the five-year investment plan was consistent with chapter 5 objectives and was justified based on the business case analyses and the underlying analysis from the Distribution System Plan.  

     MR. KEIZER:  Madam Chair, those are my questions in direct. 

     MS. LONG:  Thank you, Mr. Keizer.  

     Mr. Rubenstein, Mr. Crocker, have you figured out how you are going to lead this cross-examination this morning?  

     MR. CROCKER:  I will kick it off, Madam Chair. 

     MS. LONG:  Okay.  And Mr. Rubenstein, you -- do you have an estimate of how long you think you will be, Mr. Crocker?  

     MR. CROCKER:  If Mr. Shlatz is forthright, I will be less than half an hour. 

     MS. LONG:  All right.  Then Mr. Rubenstein, you will take over from there?  

     MR. RUBENSTEIN:  Yes.  I don't expect to be more than 15 minutes. 

     MS. LONG:  Okay.  So this will probably take us to our morning break, just so we know.


Mr. Crocker? 


CROSS-EXAMINATION BY MR. CROCKER:

     MR. CROCKER:  Thank you.  Mr. Shlatz, just so that you know where we're coming from, I am cross-examining you on behalf of the Association of Major Power Consumers in Ontario.  That's number one. 

     Number two, our interest is in the proposed capital spending of Toronto Hydro over the period on asset replacement and the criteria THESL used to determine what assets to replace and your understanding and review of that proposal.  

     Do you know, Mr. Shlatz, what the rate impact over the period will be of the proposed capital spend?  

     MR. SHLATZ:  We did not conduct an independent assessment of the rate impact, so I am not knowledgeable of the rate-related issues. 

     MR. CROCKER:  Just so that I understand, you didn't look at the rate impacts? 

     MR. SHLATZ:  No, we did not. 

     MR. CROCKER:  All right.  Then I won't ask you what they are and I won't ask you to comment on them. 

     In coming to the conclusions that you gave to the Board in-chief, did you look at whether the proposed spending of over $500 million a year over the period of time on capital spending, did you look at whether Toronto Hydro was able to do things more efficiently than they were proposing to do them?  Did you look at efficiency as a target?  

     MR. SHLATZ:  Efficiency as a target wasn't evaluated per se.  We did assess the efficiency of investments in terms of the options analysis and we looked at cost efficiency, and there are also technical efficiency aspects of each of the individual projects and programs.  

     MR. CROCKER:  Did you compare costs, proposed costs of doing things over the test period, to costs of doing relatively the same kind of things historically, in assessing efficiency?  

     MR. SHLATZ:  We're familiar with historical expenditures.  We were involved, and I testified in the ICM, and are generally aware of the company's approaches for evaluating projects. 

And my answer would focus on the business case review, which looked at a series of options, including a do-nothing option.  And from there, some of those options included various aspects of efficiency, cost efficiency as well as technical efficiency. 

     And based on our -- my review, the proposed investment 

constituted the best option, which incorporated various aspects of efficiency.  

     MR. CROCKER:  And I understand -- and that's what you’ve    indicated to the Board in-chief, and you have said that a number of different places in your report. 

     But I am asking you specifically whether -- in terms of efficiency, whether you looked at the costs of doing relatively the same kinds of jobs, the same kind of projects, the same kind of programs, the same kind of segments, whether you looked at the costs of doing those over the previous five-year period or the ICM period, whatever you like, to compare the proposed costs in 

terms of determining efficiency.

     MR. SHLATZ:  It would be helpful -- you've been using the term "efficiency," and my background is in engineering. So I tend to have my own interpretation what is meant by "efficiency"; you also have cost-efficiency. 

     It would be helpful if you clarify your meaning of the term "efficiency" in the context of your question.  

     MR. CROCKER:  Well, were they proposing to do things more cheaply than they had done them?  Did they learn -- do you believe that they learned from the previous period of time doing the same kind of things?  

     MR. SHLATZ:  It's difficult for me to opine on that 

question as we did not review, for example, the per-unit costs of various components of these projects. 

     Rather, we assessed the overall economic value of the 

project.  So we weren't tasked with evaluating per-unit costs, cost-efficiency in terms of measurement, in terms of how much does it cost to install a particular component. 

     MR. CROCKER:  So you won't be able to tell me whether they were able to -- whether they're proposing to replace a pole or a switch or underground vault or transformer less expensively –- therefore, in my view, more efficiently in their proposed -- in this application, as opposed to what they had done, for instance, during the ICM period? 

     MR. SHLATZ:  No.  We were not asked to conduct that type of review.  

     MR. CROCKER:  Okay.  On page 11 of your report, you talk about decision support systems.  And here, and later on as well on page 14, you talk about databases.  

     And in coming to the conclusions that you have come to, did you review the adequacy of THESL's databases?  

     MR. SHLATZ:  We reviewed the adequacy of the tools.  We did not conduct an independent assessment in terms of the data itself. 

     In other words, we did not review the specific data elements.  Rather, we reviewed the application of the tools, the type of tools and the rigour of the tools in using that data in a decision evaluation process. 

     MR. CROCKER:  My question was a bit imprecise, and I was really dealing with the tools and not the data when I asked the question, or I meant to. 

     Were you satisfied -- did you conclude that the enterprise system, the Ellipse system, the other systems, computer systems, could deal with all of this information? Were you satisfied that they integrated well, that they were state of the art, that they talked to one another -- in quotation marks -– adequately?

     MR. SHLATZ:  From a general standpoint, yes.

The tools are consistent with what we have seen at other major utilities in North America, and they're entirely consistent with the type of evaluation tools we have seen and typically rely upon to support investments. 

     We've witnessed that over time these tools have been 

enhanced.  We understand the data going into these systems have been enhanced; for example, the asset condition data continually improves over time. 

     And the DSP itself, the logical underpinnings in terms of how the systems are employed, clearly demonstrate to me that the systems are appropriate and the uses of the data in those systems are also appropriate as well.  

     MR. CROCKER:  This, despite the fact that THESL proposes to upgrade and renew substantially these systems?  You're suggesting they're adequate?  

     MR. SHLATZ:  Systems of these types are continually 

upgraded.  That's not unusual, in my experience. 

     I know -- I don't know the specific details in terms of the exact type of upgrade to the systems.  But the general applicability and use of these systems are appropriate for supporting capital investments. 

     As I just mentioned, these types of systems are continually going through continual improvement processes, upgrades over time.  So that is not unusual to hear that.  

     MR. CROCKER:  All right.  On the first paragraph on page 12 of your report, you seem to indicate that the ACA system, or the ACA part of the system that THESL uses, prioritized renewal projects.  

     Is that what you're saying?  

     MR. SHLATZ:  The data, the results of the ACA in terms of the condition assessment, is one input into the process and into the tools that the company uses to prioritize capital investments.  That would probably be a more accurate way of putting that. 

     MR. CROCKER:  Okay.  You don't mention in here an age 

analysis as part of that look at assets. 

     What is your understanding as to the importance of the age of the assets, and the understanding that THESL has the age of the assets as part of its prioritization process?  

     MR. SHLATZ:  Well, the information we reviewed -- and we had an opportunity to review ACA audits.  Clearly there's a correlation on age of assets and probability of failure, or sub-par performance. 

     That is not the only criteria.  Within a group of 

assets at a given age, some assets will be in poor condition, some will be in better condition.  

In my opinion, the company has appropriately considered both the age of the asset and the typical failure rates, coupled with the additional information that is provided by health indices and health evaluations of the assets. 

     So both of those are combined in the evaluation, and that's an appropriate way of looking at these assets and using them for prioritization.  

     MR. CROCKER:  Is it your understanding that on the basis of age alone, if it's determined that an asset should be replaced, if it's in better condition than otherwise would be the case, that Toronto Hydro would not replace that asset?  

     MR. SHLATZ:  I'm not sure I followed the question, the logic in your question.  Could you repeat that?  

     MR. CROCKER:  Sure.  If Toronto Hydro determines that a group of assets has aged to the point that that group of assets should be replaced, do you think that their analysis of that group of aged assets, in looking at them particularly, would be, if part of that group were in better condition than expected, that they would not replace that group?  

     MR. SHLATZ:  That question is probably better suited to one of the panel experts. 

     The point I would raise in our evaluation, in my evaluation, did observe that the company made -- sought to identify what the probability of failure were for a population of assets, perhaps mass assets. 

     So the decision analysis, based on that population of 

assets, is based on the overall likelihood of failure of that group.  And a decision whether or not to proceed with that investment, or to include that investment in its overall plan, is based on the economic evaluation, based on that input criteria. 

     As to whether or not any individual asset will or will not be replaced as part of that population is a question that is really better suited for the panel. 

MR. CROCKER:  And I understand that, and that is not what I'm really asking you.  But in terms of your evaluation of their prioritization scheme, my question was whether you understood that if assets which were in better condition than would be assumed just because of their age, whether their system would be to replace those assets or not to.  

     MR. SHLATZ:  The term "system" for me is vague, so I don't know how to answer the question or interpret the meaning of the word "system." 

     MR. CROCKER:  In what you reviewed, what's your understanding of what was proposed?  

     MR. SHLATZ:  My understanding that assets that were justified on the basis of technical performance and economic evaluation would be replaced, and those assets were included in their plan. 

     As to any specific asset within a group, large group of assets, I can't opine on any individual asset.  There are programs such as transformers and circuit breakers where the assets are evaluated on an individual basis and each are evaluated, justified, separately.  That's understood.


But in terms of a group of assets -- which I believe you're suggesting, that there may be specific assets within that group that may or may not be individually justified -- I'm not able to opine on -- as to any single asset. 

     I can opine on the approach that was used for the overall population was based on appropriate methods and economic and technical justification.  

     MR. CROCKER:  Did you mean to say at the beginning of that answer that if the asset was just fine, that it would be replaced?  

     MR. SHLATZ:  No, that is not the implication at all.  

     MR. CROCKER:  Okay.  Do you know that -- and you have reviewed -- that THESL plans, on the basis of their evaluation, to reach their steady state in 2000 and -- I can't -- 37, I think it was, that 26 percent of their present assets need to be replaced?  

     MR. SHLATZ:  The word "need" is synonymous with they're justified in terms of the economic end-of-life, yes. 

     MR. CROCKER:  Okay.  Did you do anything independent to determine whether that was a reasonable -- that that was the right figure, the 26 percent was the right figure?  

     MR. SHLATZ:  No, we did not conduct an independent analysis. 

     MR. CROCKER:  Okay.  Did you assess -- so that I don't have to ask you individual questions about this, you didn't -- you accepted the numbers that THESL proposed in their application?  You didn't go behind any of those numbers?

     MR. SHLATZ:  That's correct. 

     MR. CROCKER:  Okay.  So your conclusion on page 13 then, in the second-last paragraph, the second sentence, that:

"THESL demonstrated that it has incorporated least costs planning criteria."

is based on the fact that THESL says it has incorporated least cost planning criteria?  

     MR. SHLATZ:  Yes.  And that's based on the reasonable assumption that the data and the analysis it conducted is accurate and reasonable, and some of these methods are consistent with what we have seen for -- applied by other utilities and from my own experience as the appropriate methodology.  

     MR. CROCKER:  Okay.  Similarly on page 14, when you talk about SAIFI and SAIDI numbers and projections, you accepted the numbers that THESL proposed?  

     MR. SHLATZ:  We did. 

     MR. CROCKER:  Okay.  On page 27 of your application and other places in the application itself, you say that -- you describe, rather, that, as you indicated in your evidence in-chief, that what you were doing was determining whether the application conformed to the Energy Board Distribution System Plan requirements at chapter 5 guidelines; correct?  

     MR. SHLATZ:  Correct. 

     MR. CROCKER:  You understand -- and I don't mean to demean the importance of the document, but this is just a guideline; correct?  

     MR. SHLATZ:  That's understood.

     MR. CROCKER:  You understand that? 

     MR. SHLATZ:  Yes. 

     MR. CROCKER:  You understand that by conforming to the guideline doesn't necessarily have anything to do with or indicate the quality of the assessment, which sort of fits the requirements of the guideline.  You didn't go behind the numbers.  You didn't verify some of the assumptions THESL made.  What you did was to determine whether the elements of the plan fit the requirements of the guideline; is that fair?  

     MR. SHLATZ:  The elements of the plan, the overall -- the components of the DSP, the Distribution System Plan.  We reviewed the chapter 5 requirements and made a determination that the DSP was largely consistent with the guideline and the objectives within chapter 5.  Not just the guidelines themselves, but the essential objectives.

But we did not independently confirm or verify any individual data that underlie the -- that was used in their analyses.  

     MR. CROCKER:  Okay.  I just have -- actually, this went much more quickly than I thought.  I have one area that I would like to question.  It is in your Executive Summary, and it is the last bullet on -- second-last bullet, rather, on page 4.  

     You say:

"Without the proposed investment, THESL customers would likely see higher costs in the form of increased O&M, longer restoration time, and greater likelihood of collateral damage due to catastrophic equipment failures." 

     With respect particularly to the O&M comment, would you also expect the converse, and that is that if this money is spent on capital projects, that the O&M costs would go down?

MR. SHLATZ:  Yes.  We certainly didn't quantify that, but I believe in my -- in this document or perhaps in the interrogatory responses, that there would be O&M savings or avoided O&M, if you will, if the investments are made.  

     MR. CROCKER:  Thank you, Mr. Shlatz.  

     Thank you, Board.  I don't have any further questions. 

     MS. LONG:  Thank you, Mr. Crocker.


Mr. Rubenstein? 

     CROSS-EXAMINATION BY MR. RUBENSTEIN: 

     MR. RUBENSTEIN:  Good morning, Mr. Shlatz. 

     MR. SHLATZ:  Good morning. 

     MR. RUBENSTEIN:  Just for the Panel's knowledge, I will be referring to the report, as well as my cross-examination compendium that I utilized yesterday, briefly.  

     Can I just begin by asking you this question?  Have you reviewed the interrogatory responses, technical conference transcript, undertaking responses, oral hearing transcripts, the technical conference transcripts with regard to -- with respect to how it relates -- questions regarding the DSP and information regarding the DSP?  

     MR. SHLATZ:  Generally, I have not.  I have not reviewed those in any level of detail.  

     MR. RUBENSTEIN:  Okay.  Thank you very much.  

     Can I ask you to turn to your report at page 6?  This is your scope of work.  

     MR. SHLATZ:  Yes. 

     MR. RUBENSTEIN:  And I am reading under Navigant's scope of work, it says:

"Navigant was retained by THESL to conduct an independent review of its Distribution System Plan and business cases that it prepared to support the proposed capital investments from 2015 through 2019 inclusive.  Specifically Navigant was asked to answer the following questions in its review."


And you've listed six questions.  Do you see that?

     MR. SHLATZ:  Yes, I do. 

     MR. RUBENSTEIN:  And would you agree with me -- and I think we just -- you just had this discussion with Mr. Crocker, but the first four of them, or at least the first three of them, deal with compliance with the chapter 5 guidelines of the Board?  That they are in compliance with those guidelines -- sorry, with the filing requirements? 

     MR. SHLATZ:  Yes.  Chapter 5 is referenced, and not necessarily strict compliance but consistent with requirements and objectives.  So it goes beyond mere compliance.  

     MR. RUBENSTEIN:  Can I ask you what experience you have in interpreting the Board's chapter 5 filing requirements?

     MR. SHLATZ:  My experience is -- of course I was involved with the ICM, but I also reviewed the relevant chapters, and chapter 5 in detail, and so I thought it was important to do so, to make sure there weren't any elements that were overlooked. 

     MR. RUBENSTEIN:  But this would be -- for this work that you have done for Toronto Hydro in this retainer, this was the first time you had looked at the chapter 5 Board guidelines –- sorry, the Board filing requirements?  

     MR. SHLATZ:  For those outlined in chapter 5, yes.  

     MR. RUBENSTEIN:  So you don't actually have any expertise in interpreting the Board's chapter 5 filing requirements?  

     MR. SHLATZ:  I'm not sure how you arrive at that conclusion. 

     MR. RUBENSTEIN:  Well, the first time you have ever 

done it was for this retainer. 

     MR. SHLATZ:  I would emphasize that in reading chapter 5, I found it to be very comprehensive and consistent with the type of requirements and objectives I have seen in other filings that I have participated in. 

     So there was nothing unusual about it, and I thought it was very thorough and appropriate.  And so I am not sure I would agree with your assessment. 

     MR. RUBENSTEIN:  Can I ask you to turn to page 20?  I want to talk about some of your conclusions in the report.  

     MR. SHLATZ:  Yes. 

     MR. RUBENSTEIN:  First, I want to ask you under the heading "Performance reporting, your conclusion is:

"THESL proposes to enhance performance measures, processes and monitoring to assure continuous improvement of processes, data and methods used to support investments, and ensuring accountability of results.  These concepts THESL has outlined are consistent with the chapter 5 guidelines and approaches implemented by other utilities."

     Can I ask you, when we're talking about performance measures and monitoring, are we talking about the metrics on page 53 of the compendium that I provided you?  

     MR. SHLATZ:  Yes.  

     MR. RUBENSTEIN:  Can you explain to me how you came to the conclusion that these performance measures, processes and monitoring assure accountability of results?  

     MR. SHLATZ:  Based on experience.  I have seen these 

implemented many times with other North American utilities. 

So these are comparable.  

     MR. RUBENSTEIN:  So you have seen these metrics used.  But I want to understand how they would assure accountability of results.  

     MR. SHLATZ:  It's part of a process, and basically it is, in my view, a quality assurance process, such that the outcome of these programs and projects are measured by these metrics and performance indices, as appropriate. 

     MR. RUBENSTEIN:  Are you aware that for the cost-efficiency effectiveness of planning and implementation metrics, numbers 2 through 5 don't have -– Toronto Hydro is not setting any targets?  

     MR. SHLATZ:  I am not aware of the details in terms of specific targets.  I am certainly aware that these type of measures and performance metrics are typically employed by utilities.  

     MR. RUBENSTEIN:  And do they usually set targets?  

     MR. SHLATZ:  Some do.  Some involve, very often, KPIs, and those are quite suitable for performance metrics involving reliability and capacity utilization, things of that nature.  

     MR. RUBENSTEIN:  But what about cost-efficiency and 

effectiveness, those type of metrics?  Do they usually -– is it your experience that usually targets are set for them?  

     MR. SHLATZ:  I have seen targets set for some of these.  Not always. 

     MR. RUBENSTEIN:  Just to be clear, are you aware in this proceeding if Toronto Hydro is setting targets?  

     MR. SHLATZ:  I am not aware of the specific targets, no. 

     MR. RUBENSTEIN:  Now, if I say to you they're not setting targets, does that change your conclusion that there would be assuring accountability of results?  

     MR. SHLATZ:  I would not agree with that. 

     The first step in setting these targets is, one, putting these measures in place.  If it's the company's decision to perhaps not set targets, or set targets at a later date, clearly their witnesses will have to opine on the reasons why. 

     MR. RUBENSTEIN:  Now, with respect to cost efficiency and effectiveness, those type of metrics, what other types of metrics do you commonly see in your experience?

     MR. SHLATZ:  Well, the common metrics typically relate to three areas; certainly performance metrics as measured by reliability, SAIDI, SAIFI, MAIFI, which involves momentary interruptions. 

     Then you have on the cost side, of course, as listed in this table, those relating to costs, cost of construction, as well as monitoring the actual implementation of the plan.  And I do see that the DSP implementation progress is one of the -- one of the measures which I believe is important.  Then also asset utilization, as well as asset performance.

And so I think two important ones are identified here.  Defective equipment typically is a major cause of or contributor to reliability. 

      MR. RUBENSTEIN:  I'm only asking about cost-efficiency and effectiveness metrics.

     MR. SHLATZ:  Yes. 

     MR. RUBENSTEIN:  My question to you was:  In your experience, are there other metrics that Toronto Hydro has not included that you see with other utilities?  

     MR. SHLATZ:  I have seen other measurement metrics. 

     MR. RUBENSTEIN:  Can you talk about a couple of those that you would generally see?

     MR. SHLATZ:  Well, some of them might involve operation maintenance based on various criteria, as an example.  

     MR. RUBENSTEIN:  If I could take you back to your report, under "THESL's investment plan," and if I could take you four lines -- five lines down, this is what your expert opinion says: 

"The investment strategy appeared warranted, as an accelerated approach to decrease the backlog would increase annual capital spend by about 60 percent, with attendant undesirable rate impacts." 

     Do you see that, sir? 

     MR. SHLATZ:  I do. 

     MR. RUBENSTEIN:  Can I take you to page 10 –- 9 and 10 of the compendium?  

Just to make sure we're -- when you're talking 

about -- are you talking about the plan to have the capital 

spending pace moved from what has been called the 

accelerated execution plan on page 9 to, on page 10, the paced execution plan?  Is that what you're speaking of?  

     MR. SHLATZ:  Yes. 

     MR. RUBENSTEIN:  So is it your view -- if you believe that the accelerated approach would have undesirable rate impacts, is it your belief the paced strategy, then, does not?  

     MR. SHLATZ:  The plain language of the statement is our intent. 

     In other words, spending capital at a rate 60 percent higher than the proposed investment plan would have undesirable rate impacts. 

     We haven't opined, or I have no opinion on the level of rate impact for the proposed investment plan.  

     MR. RUBENSTEIN:  So it is possible that the approach that is set out in this application would also have undesirable rate impacts, I guess at an amount that may be less than the accelerated strategy?

     MR. SHLATZ:  I have no opinion on the rate impacts. 

     MR. RUBENSTEIN:  Okay.  You also say in the next sentence:

"It also reflects a minimum level of investment needed to maintain distribution system performance, reliability, safety and performance at a level consistent with customer expectations and the OEB chapter 5 requirements." 

     Do you see that, sir?

     MR. SHLATZ:  Yes. 

     MR. RUBENSTEIN:  Am I to understand that your opinion is that any less spending by Toronto Hydro, they will not be able to maintain distribution system performance, reliability, safety and performance?  

     MR. SHLATZ:  Each of those are -- will decline commensurate with the level of reduced spending. 

     MR. RUBENSTEIN:  So if Toronto Hydro spends $100 million less than proposed, there will be a decrease in reliability than Toronto Hydro has forecasted for the end of 2014?  

     MR. SHLATZ:  I would agree with that statement.  

     MR. RUBENSTEIN:  So then would it be true that your 

expectation would be that if we took the 2014 reliability numbers, with this amount of spending they would stay constant?  

     MR. SHLATZ:  I would have to independently confirm that statement.  I can't agree with that conclusion without seeing an analysis. 

     MR. RUBENSTEIN:  Well, your expert opinion makes it seem that if we -- if Toronto Hydro spends less money, then reliability will decrease.  So that would seem to mean to me that at the current level of spending, reliability should stay about the same.  

     MR. SHLATZ:  I'm not -- the term "at the current level of spending," I am not able to put that into context.  

     MR. RUBENSTEIN:  Well, if we take a look at the 2014 SAIDI and SAIFI numbers as a metric of reliability -- 

     MR. SHLATZ:  Yes. 

     MR. RUBENSTEIN:  -- I understand this is saying if we spend less than what Toronto Hydro is proposing to spend, those numbers are going to decline.  

     Am I -- is that correct?  

     MR. SHLATZ:  We'd have to have a specific example in terms of what level we're talking about, what assets are included.

So if we're talking about a broad set of assets, some of them will have greater influence on reliability. 

     The question is so open-ended that any answer I give could be deemed to be inaccurate, because it depends on the project selection. 

     MR. RUBENSTEIN:  Well, you're making a broad statement in your conclusion here. 

     MR. SHLATZ:  Yes. 

     MR. RUBENSTEIN:  So I am working off your -– you didn't say it depends on what assets. 

     You said -- what your comment says is the amount that is being proposed reflects a minimum level of investment needed to maintain distribution system performance reliability, safety and so on. 

MR. SHLATZ:  Yes. 

     MR. RUBENSTEIN:  So I am just trying to understand.  That would seem to me that if we take, on an aggregate basis -- and I understand different assets will affect reliability differently -- that your expectation would be the 490 that you are referencing here in the section, which I believe your rider updates it to 500 million, that we should expect that SAIDI and SAIFI numbers are staying the same.  

     MR. SHLATZ:  The company projects that SAIDI and SAIFI will improve over the five-year period based on this set of investments.  

     MR. RUBENSTEIN:  So then why wouldn't, if we spend less -- if the Board approves less than the $500 million, can we not expect SAIDI and SAIFI to maybe increase less than is being proposed, or stay -- or be at the -- or stay at the levels that are -- that currently exist?  

     MR. SHLATZ:  Well, I basically disagree with the premise, because the notion is that these projects are justified based solely on reliability.  There's also safety, obsolescent factors that come into play.  The reliability improvement is an outcome of the investment strategy.  There are other related benefits -- efficiency, safety, obsolescence, operability -- that have to be considered as part of the overall plan. 

     So I would not agree with the statement that simply reducing the dollar spending will still -- will achieve an acceptable level of reliability.  That ignores all the other ancillary benefits that go along with these programs.  

     MR. RUBENSTEIN:  I am not disagreeing with you.  I'm just reading your language in your report that uses the term "minimum level." 

     MR. SHLATZ:  Yes. 

     MR. RUBENSTEIN:  It doesn't say the amount of spending -- an appropriate level.  You said "minimum level"? 

     MR. SHLATZ:  Yes. 

     MR. RUBENSTEIN:  That seems to indicate to me that if we spend less there will be a degradation in reliability.  

     MR. SHLATZ:  The reliability performance, as measured by SAIDI and SAIFI and included in the company filing, indeed would be less.  

     MR. RUBENSTEIN:  Than currently?  Or than what they're proposing?  

     MR. SHLATZ:  What they're proposing, could that end up being less than it is currently?  Perhaps.  I don't have enough data to confirm or affirm that statement. 

     MR. RUBENSTEIN:  Okay.  Thank you very much.  Those are my questions.  

     MS. LONG:  Thank you, Mr. Rubenstein.


I understand no one else has any questions for Mr. Shlatz?  

     Then thank you, sir, you are excused.  Thank you for your evidence. 

     MR. SHLATZ:  Thank you.  

     [Mr. Shlatz withdraws from witness stand]  

     MS. LONG:  The next issue that I would like to deal with is whether or not any of the parties have submissions on the confidential filings made by Toronto Hydro in the February 22nd documents.  

     Mr. Brett, you have some concerns?  

     MR. BRETT:  I do, yes. 

     MS. LONG:  Would you like to go first?


SUBMISSIONS BY MR. BRETT:

     MR. BRETT:  Sure.  Well, first of all, I would like to say that the material for which confidentiality is being claimed is extremely important to the disposition of the case. 

     You mentioned -- the Board mentioned earlier this week that they were interested in 2014.  The issue of the level of -- the actual level of 2014 capital expenditure, which -- for which -- an asset in service for which confidentiality is being claimed is very important to this case for several reasons. 

     One, it is the sort of starting point for the analysis of the degree to which the next five years' spending is a ratchet-up of the current levels of spending. 

     It is also important because it affects -- in the event, it will affect the issue of the importance of any kind of true-up mechanism to address discrepancies between what is forecast and what the actual expenditure turns out to be.  It also speaks to the capacity of management to implement an annual amount, which is an issue in the facility. 

     And if confidentiality is maintained, it's going to complicate both the cross-examination and the argument, because the issues are so important that we would at least need to cross-examine on those issues, whether they're confidential or not.  And we would deal with them in -- so on those numbers, rather; that is to say, the 2014 actual CAPEX and assets in service.  And we would also want to deal with it in argument.


So it seems to me that means that the hearing is further complicated, and it is already a tight fit time-wise.  So it is very important information.


Now, as far as I can determine, the claim for confidentiality is based on -- there's three things mentioned.  One, the numbers haven't been audited.  Two, they haven't been approved by their board, by the Toronto Hydro board.  And third, and perhaps more -- third, that they have not yet been disclosed to the OSC. 

     And I have a couple of comments on that.

As far as the first two factors, the fact that they have to -- they're not yet shown to the board, they haven't yet been submitted to the board of directors of Toronto Hydro, that should not be a major factor.  The company can make it clear in their release of the data that it hasn't yet gone to the board.  

     For our purposes, we don't need board-approved numbers.  We're satisfied with numbers that are the actual numbers.

The same is true with the audit.  I mean, they're saying they have not yet been audited, but they have been able to determine very precise numbers.


From the point of view of an intervenor, I'm satisfied, for the purposes that we need to use those numbers, to look at unaudited numbers.  I expect that the audits may result in very small differences, but I am certainly content to deal with -- to live with that. 

     On the final point, the fact that they're saying that these are -- need to be disclosed in a certain manner or need to be disclosed to the securities authorities and that they have set rules as to how that disclosure and when that disclosure should take place, I would have the following comments. 

     First of all, I have comments on the material.  My comments go to the materiality both of the information we're talking about and the company.

On the information we're talking about, these are not earnings projections.  There really aren't, as far as I can see, forward-looking statements.  The number is the number of capital investment assets in service.

If you track down -- go through the arithmetic and try and assess the impact of those numbers on earnings one way or another -- and we're talking here about -- we already have the forecasted numbers.  The forecasted numbers for '94, as you well know, have been in evidence from the beginning.  They forecast, for example, 590 million for capital expenditures as of December 31st, 2014. 

     So the -- so the forecast numbers are already out there.  The differential between the forecast numbers and the actual number and the impact of that differential, whether you take CAPEX or assets in service and you track that through to income, is very small.  I mean, you look at -- you just have to do the arithmetic.  It is not large. 

     You've got depreciation at 4 percent, you know.  If it were -- if it were an O&M issue and a major O&M issue,, it might have a more substantive impact on income.  But the impact on income is not very large. 

     Then with respect to the company -- and this is really sort of a -- I am trying to get kind of a common sense perspective on this. 

     This is not a company whose shares are traded on the stock exchange.  This is a Crown corporation.  Some of it is public.  Some of its debt is private.  Because some of its debt is public, it is required to comply with certain securities disclosure requirements.  

     But this is a very large company, and I have just submitted that the impact on income would be very small.  

     This is a company that has -- I guess for want of a better word, it is one of the closest things I've seen to glowing ratings from both securities rating agencies, both the DBRS and S&P.  

I mean, this is not a company in financial difficulty.  This is not a company that is anywhere near being in financial difficulty, if you read the ratings reports carefully.  They're very, very high reports; they're very favourable reports. 

     So I'm really saying, you know, what is the fuss here?  

The company, in making the disclosure, could indicate why 

it is doing it.  

And I guess the final issue I would make is -– the final point I would make is a legal point. 

     The OEB Act has a section 25, "Obedience to orders of Board a good defence," and it reads:

"An order of the Board is a good and sufficient defence to any proceeding brought or taken against any person in so far as the act or omission that is the subject of the proceeding is in accordance with the order."

     So in my view, if the Board is acting within its jurisdiction -- which it is -- in the course of a normal proceeding, and it makes an order with respect to the disclosure of information which it feels is important to a proper conduct of the case, then the entity against whom that order is made has a protection against any -- against any challenge by any other agency.  

     So my submissions really are that on balance, on the balance of convenience or the balance of fairness, it should be disclosed.  

     Now, you know, is it possible to conduct this proceeding going forward without it being -- with it confidential?  Well, of course it is, because we have procedures for that and so on.  But I am not persuaded that there is, in this event, any sufficient harm to warrant that.  

So those are my submissions.  Thank you. 

     MS. LONG:  Thank you, Mr. Brett.  So I take it from your submissions that you are planning on cross-examining on that material today?  

     MR. BRETT:  Yes.  

     MS. LONG:  Okay.  Thank you.  

     MR. BRETT:  Yes.  

     MS. LONG:  Mr. Rubenstein?  

SUBMISSIONS BY MR. RUBENSTEIN: 

     MR. RUBENSTEIN:  Thank you very much.

We also oppose confidentiality treatment. 

I agree with Mr. Brett that the information is important.  It has already been used -– well, the earlier version was used with respect to panel 1, and this will become a big issue with respect to panel 5, these tables. 

     It is not just a question of:  Do the parties in this room have access to it?  I don't think anyone disagrees with that, based on the procedures.  But this is important information that the public should be able to utilize. 

     I would just note this -- and I was taken aback when the original request was made, because information like this is being produced all the time.  And not just by non-reporting issuers, but Hydro One and OPG and those sort of -– and Enbridge, and who are reporting issuers and are producing updates all the time about their information. 

     I think at some level saying it is forward-looking 

information, everything -- all of the answers you are hearing before the Board are, at some level, forward-looking information about what is happening over the next five years, their expectations, the answers to the questions are. 

     We even heard, with respect to this table, it was clarified in cross-examination of where the aggregate number -- their expectation would be.  So I think that is important. 

     I think it is also important to recognize Toronto Hydro doesn't report at this level.  When it is reporting on its financial statements its net income, or earnings and all of those sort of things, it's not reporting at this level.

And it is important to recognize there is a difference between regulatory numbers, which this contains, and financial numbers, which would be in the Toronto Hydro Corporation's financial statements. 

     So while -- so for an example, when net income is reported and you're looking at what is the revenue that the utility is bringing in, it's not what is the Board-approved amount.  It is what are the actual dollars that come into the door that's based on a forecast from years earlier that set the rates, but also what the actual load is over that time and they actually bring in versus the actual expenses, which I note first is different than the in-service addition amounts on one of the -- on appendix 2, which is a regulatory concept.

But also there is a difference between the depreciation rates that you are using for regulatory purposes than what would be used in the financial statements. 

     So there is all of these sort of differences.  They don't report at this level, and I think that is important. 

     But at the very least, if the issue is we want to be extra cautious here, then this could easily be remedied by 

Toronto Hydro issuing a press release, filing on SEDAR these documents and saying, you know, maybe today it's -- it could be confidential for today, but for later on in this proceeding they could have filed saying this is the information, this is unaudited, and they could make the normal caveats that they do, and that they do throughout this proceeding on the forecast numbers that they have earlier on. 

     As much as the testimony -- there has been, you know, the caveat that it is very hard to predict the future, and those sort of things. 

     Those are our submissions.  

     MS. LONG:  Thank you, Mr. Rubenstein.

Mr. Crocker?  

     SUBMISSIONS BY MR. CROCKER:

MR. CROCKER:  Just very briefly, Madam Chair, yes, we agree these numbers are important.  We won't be cross-examining on them, obviously.  We're done our cross-examination, but they're important for argument. 

     Secondly, I think Ms. Grice properly points out that similar numbers were provided by THESL in responding to Board Staff Interrogatory 39, up until June of this year.  They called them "forecast annuals," but in fact they are the same kind of numbers as these numbers. 

     And I don't understand why, all of a sudden, these kind of numbers have become confidential, whereas they weren't when they were filed in response to Board Staff Interrogatory 39. 

     You will recall the large table, table -- I think it was 1 and 2.  I don't understand how they differ from those numbers.  

     MS. LONG:  Thank you, Mr. Crocker.

Ms. Helt?  

     SUBMISSIONS BY MS. HELT:

MS. HELT:  Yes, thank you, Madam Chair. 

     Just very briefly, as the other parties have submitted, the information is very important to this proceeding.

And I think the crux of the issue, as Mr. Rubenstein has pointed out, is whether or not this is regulatory information or if it is forward-looking financial information. 

     Just to point out for the Board, if it is in fact 

forward-looking financial information, appendix B to the Practice Direction does state that:   

"Forward-looking financial information that has not been publicly disclosed, and that Ontario securities law therefore requires be treated as confidential, is the type of information that has previously been held confidential by this Board."  

     So I provide that to you to assist you in your determination with respect to whether or not this information ought to be treated as confidential in this particular case. 

     And just briefly, with respect to section 25 of the Act referred to by Mr. Brett, in Board Staff's submission this is a section of the Act that is not often raised by parties, and I am not sure that it is an appropriate section to be raised in this particular case. 

     We're not talking about disclosure of information.  We're talking about the Board making a determination as to whether or not the subject information should be treated as confidential, as forward-looking financial information.  

     Thank you, Madam Chair. 

     MS. LONG:  Thank you.

Mr. Keizer? 

     SUBMISSIONS BY MR. KEIZER:

MR. KEIZER:  Thank you, Madam Chair.

The numbers in question, we agree, are important, and a lot of effort was put in by Toronto Hydro to prepare the numbers and provide them.

The fact they are important, though, doesn't alleviate the concern with respect to confidentiality and the treatment of confidential nature. 

     Toronto Hydro is a reporting issuer, because it does issue debt.  And so as a reporting issuer it has to respect its obligations with respect to disclosure of information that would typically be applicable to it as such an entity under the securities laws.  

     The issue here is that we have audited -- sorry, unaudited financial information as of December 31, 2014.  And as a result, those numbers are not yet complete and not yet subject -- or been signed off by the auditor as being final audit numbers. 

     So the issue is, with respect to the forward-looking nature, they are in fact a draft number, if you want to look at it that way, saying this is what we expect our future number to be when it is ultimately a final audit.  But it is subject to change and it is subject to potential variability.  So there is that element of forward-looking. 

     There is also an issue with respect to selective disclosure, and in the fact that a piece of the information is being disclosed without the entirety of the information within the context of the financial statements and also within the context of the management discussion and analysis document, which is also issued as part and in conjunction with those financial statements. 

     The issue typically -- the recommended approach by the Securities Commission, as I understand it -- and I'm not a securities lawyer, but I did confer with one of my securities partners, but the typical understanding with respect to the recommendation is that if you're going to disclose information, which is -- you would typically disclose it publicly by way of press release, but in actual fact when Toronto Hydro made their application to this Board, because it does include forward-looking information, does include a material issue, they actually did issue a press release as a result of this application. 

     But the numbers here are numbers which are new numbers, unaudited numbers, and so the recommended practice would be, from the perspective of the Securities Commission, is that you issue a press release with respect to that. 

     The issue here is that that also runs counter to the other common practice, which is that information -- and typically why companies don't want to disclose unaudited financial information and information which is subject to change is because what happens is you put information in effect in draft form to the public within the context of the financial community, which then may be subject to further change and then some kind of correcting or change, public notice, by way of a further press release. 

     So there is always that potential for confusion.  That is the norm that parties who are reporting issuers adhere to, to ensure that that policy aspect and those requirements are not affected or otherwise contravened, to avoid that element of confusion or inaccuracy being in the public vein. 

     So as a result, because it is an unaudited number, this choice, most companies would do, and the same with respect to Toronto Hydro as reporting issuer, is to keep that information confidential until it's otherwise disclosed. 

     My friend makes a comments which says, well, these are capital expenditure numbers and they roll up somewhere within the context of the financial statements, and they actually are not part of the overall disclosure that Toronto Hydro would have. 

     And that isn't entirely correct.  There are the financial statements.  The capital expenditures ultimately will form part of that capital expenditures.  But actually, even filed within this proceeding for 2013 there is, at Exhibit 1C, schedule 4, tab -- sorry, my eyesight is going -- there is management discussion and analysis document, which effectively has at page 20 the capital expenditures in aggregate with respect to the distribution system.  There's plant, reactive, Copeland station, technological assets, basically those capital expenditures.  And the idea is effectively -- is that management discussion and analysis document is to be read in conjunction with the financial statements. 

     So the numbers of this type, the capital expenditures, do form part of the typical public disclosure that a reporting issuer would make within the context of those financial statements. 

     So in my view, it does form within the umbrella of that securities protection and the aspects related to it.  I don't think you can break it apart and look at it segmented and say, well, that's the number over here, but you have to actually look at the nature of the number and the nature of that number in the context of Toronto Hydro as being a reporting issuer. 

     It goes together, and they have to be looked at through that lens, rather than through the number itself and the materiality of that number. 

     It is, as a reporting issuer -- the materiality of the number is present within its reporting obligations.  It does report on that number, and it will report on that number in the future.  To do it in an unaudited way does cause the concerns that I have described. 

     With respect to the June 30 number, the June 30 number, as I understand it, I think, is an audit number, but in any event, it is not an annual number.  It is not the financial result for the year, or it's not a consequence for the year. 

     It is a midway number with -- at that point, and would be taken as such, whereas the December 31st number is effectively the annual number which would form part of that financial statement. 

     In any event, the confidentiality aspect of this is temporary, to the extent that the expectation at some point within the first quarter that -- and I'm not sure of the particular date -- that ultimately the financial statements of Toronto Hydro will be publicly disclosed, and at that time the confidentiality concern would be alleviated. 

     MS. LONG:  Let me ask you a question there, Mr. Keizer.  Do you expect that the financial statements will be released prior to the parties filing their argument?  

     MR. KEIZER:  If I could have one moment, please. 

     My understanding is they would be available prior to the argument phase, and it would hope to be that in the -- by the middle of March they would be publicly disclosed, but I am not sure of the actual date, but certainly before the argument phase of this proceeding.  

     MS. LONG:  Thank you.  I didn't mean to cut you off.  Did you have any further comments?  

     MR. KEIZER:  If I could just check my notes.

     MS. LONG:  Sure.  

     MR. KEIZER:  Thank you.  

     I think, as well, the only, I guess, caveat -- not really caveat.  One add-on is that -- following from our discussion with respect to timing, it would also seem that if that timing is as we expect, that to issue a press release now and then to follow up, you know, with another press release shortly thereafter, it seems that it may send some confusing messages. 

     So as a result, given the temporary nature of the confidentiality, that we would think it is appropriate to keep it confidential for purposes of this proceeding at this point in time until such time as we can then make them available publicly.  

     MS. LONG:  Thank you very much.  

     We are going to take our morning break now, and we will come back at 11:05.

Mr. Keizer, if you can get your panel back before us, we will start with Mr. Faye after the break.  Thank you.  

     --- Recess taken at 10:42 a.m.


--- Upon resuming at 11:08 a.m.

MS. LONG:  Please be seated.

Mr. Faye, are you ready to commence your cross-examination of this panel?  

     MR. FAYE:  Yes, thank you, Madam Chair. 

TORONTO HYDRO-ELECTRIC SYSTEM LTD. - PANEL 1 (resumed)


Elias Lyberogiannis, Previously Affirmed

Jack Simpson, Previously Affirmed

Angela Rouse, Previously Affirmed

Mike Walker, Previously Affirmed

Guillaume Paradis, Previously Affirmed

Robert Otal, Previously Affirmed
     CROSS-EXAMINATION BY MR. FAYE:

     MR. FAYE:  Panel, I am going to start with a few follow-up questions from other cross-examinations, so unfortunately these references aren't in my compendium.  It might take a moment or two to get some of them up. 

     Could I ask that the J2.4 be put up quickly?  

     On the overleaf of the first page here, the second page, there's a couple of charts.  I just want to clarify what the numbers are intended to convey -- like, what direction is good.

So if we look at net income and Toronto Hydro regulated capital, on the regulated capital, 395 million. For purposes of your internal measurements for things like bonuses, is beating that target the good thing?  Or is getting underneath that target the good thing?  

     MR. KEIZER:  Madam Chair, I think panel 5 is best placed to discuss the KPI numbers and their application.  

     MR. FAYE:  That's fine with us.  We can postpone that to 5.  Thank you.  

     The next question I have is a follow-up on Staff 39.  Could we have Staff 39 up?  In particular, I think appendix A would be useful.  

So when we look at the total in-service additions for 2014, what I want to understand is your opening rate base for 2015.  Am I right in assuming that that would be the previously approved rate base, plus the in-service additions forecast?  It looks like column J -- no, I'm sorry, column K.  

Go down to the bottom of column K; there is $729 million in that column.  Do I understand correctly that you would add that to your existing rate base to get opening rate base for 2015?  

     MS. ROUSE:  No, that's not correct.  If you refer to Exhibit 2A, tab 1, schedule 1, table 1 here, that shows you the ending -- closing PP&E balance for 2014.


If you wanted to know the in-service additions from 2014 that are included in that amount, you could refer to Exhibit 2A, tab 1, schedule 2, page 4 of 7.  

     The total additions there sum up to $470 million for 2014.  So we would also add to that obviously the 2012 and 2013, which are on the earlier pages of that document.  

     MR. FAYE:  Okay.  So within all of those in-service 

additions, there would be variances by segment, I suppose, would there, between Board-approved for the segment and your in-service actual?  

     MR. WALKER:  Yes, there would. 

     MR. FAYE:  And do I understand correctly that you are adding to rate base on an aggregate basis?  Meaning:  Are the variances getting added into the rate base number?  

     MS. ROUSE:  Yes, that is correct.  The variances would be added into the rate base number as well. 

     MR. FAYE:  Okay.  That's what I thought.  And the problem I can see with it -- perhaps it's not a problem.  You can explain it to me.  Doesn't the inclusion of variances presuppose that the Board has approved the variances as prudent?  

     MS. ROUSE:  I believe the conversation of ICM true-up is to be deferred to panel 5.  

     MR. FAYE:  Is that a "no" or a "yes"?  Or a "no answer"?  

     What I am trying to get at is if there's not going to be a prudence review in this proceeding, how can you make an opening rate base?  

If you say that is a panel 5 subject, I will be happy to take it up with them.  But I thought maybe this panel, being the largest contributor to rate base cost, might have an answer on it.  

     MS. LONG:  Ms. Rouse, are you able to answer that question?  I mean, if you can't, then we will push it to panel 5. 

     MS. ROUSE:  I can answer to the fact that the ICM that has been spent over in certain segments and the unfiled jobs do contribute to the entire bridge year for 2014, ending net book value of property, plant and equipment that is being put forward into this rate case. 

     MR. KEIZER:  And the ratemaking application of that, I think, is left with panel 5. 

     MS. LONG:  Okay.  

     MR. FAYE:  Okay.  One final note on that subject.

Are you updating that based on the information that you filed Sunday night, that whole ICM "here's where we stand" update?  

     MS. ROUSE:  No, there would be no changes to that, as on an aggregate basis, our total ISA that you see in the exhibit in front of you is within 1 percent, based on our preliminary results.  

So we don't feel there is a need to update that. 

     MR. FAYE:  Okay.  So the subject of variance by segment would be more appropriately handled by panel 5, as to why that is an appropriate way?  

You're aggregating all of your variances, netting out the positives and minuses, and then taking the result 

as an add to rate base, whereas we understood that the analysis of ICM variances was to be done by segment, that you couldn't just net them out against each other.  

Is that what you are pushing to panel 5?  

     MR. KEIZER:  Yes, that should go to panel 5. 

     MR. FAYE:  Okay.  Thanks.  A couple of more -- 

     MR. QUESNELLE:  Excuse me, Mr. Faye, could I interrupt just for a moment, just for clarity on that last point, through Madam Chair? 

Will panel 5 be able to deal with the substantive issues of the appropriateness of not just the approach and the methodology of doing it by segment or by aggregate, but actually get into the substance of the merits of the spend?  

I wouldn't want to get to that point and find that we're one way with the answer on that, and then have to circle back. 

     MR. KEIZER:  The merits of the spend, I think, in terms of what the -- what money was spent on, in terms of particular segments or other things, are for this panel.  

     MR. QUESNELLE:  That is what I thought.  So I am not sure how we double-back, Mr. Keizer. 

     Do you see an issue with that?

     MR. KEIZER:  Well, I think what I understood my friend's question to be is:  If there are variations between segments, how does that actually reconcile with what the ICM Decision was about, what this proceeding is about, and how those two either interconnect or don't interconnect, and how does that roll out to the actual revenue requirement ultimately, as requested by Toronto Hydro?

And I think that fits within the realm of panel 5. 

     If the questions relate to –- are with respect to your 

program numbers -- which the ICM equivalent-speak is "segment" numbers -- are different, or that you've justified a certain amount with respect to underground or with respect to vaults or whatever else, then I think that type of question should be addressed to this panel. 

     MR. QUESNELLE:  Do you see it as somewhat of a -- I don't want to use the word "threshold" question, but the notion that depending on what the answer is to the question as to whether or not this would be done in aggregate or by segment, depending on the answer to that, do we need this panel back to discuss the actual spend on the ICM true-up?  

     MR. KEIZER:  Well, I guess the question is -- depending on the nature of the question, as to whether it is an element that could be dealt with by way of undertaking or whether or not we would have to do a fulsome enquiry with respect to the particular issue that arose. 

     Obviously, I would have thought that if people had considered the nature of what the capital program was, how it is has unfolded with respect to 2014 and into '15 and then '16 to '19, that the questions would have been able to have been delivered to this panel and that the actual application of those financial numbers would roll through in terms of panel 5.

But we would obviously do what we could to be the most efficient we can be with respect to the hearing process. 

     MR. QUESNELLE:  Thank you.  I was just getting wind of what I think was a bit of a disconnect there, so thanks for the discussion. 

     MR. FAYE:  Before we leave that, can we pop back up IR 39, Board Staff, appendix A?  And let's take one example just to make certain I understand what I can ask this panel and what panel 5 should be asked. 

     If you could pull the table over to the left so that we can see the "Variance" column -- is there a "Variance" column?  Okay.

Well, total 2014 in-service additions approved versus forecast is essentially variance. 

     Just take that first one, for example, whatever that first line of numbers happens to refer to.  There is a variance there of 10.78 million.  

     Now, I understood previously that you weren't able to give us a variance explanation on a job basis, or we would have asked you.  I think we did ask you for that, or some intervenors did. 

     And to me, in order to explain that 10.78 million, we would have to get into the details of what projects went over budget, what projects got added and had never been contemplated but came up on an emergency basis, but we haven't had that discussion because our understanding was you couldn't provide the information.  

     Is my understanding incorrect on that?  

     MR. WALKER:  No, that is correct.  We haven't completed that analysis on a job-by-job basis.  

     MR. FAYE:  And you won't have that completed until the ICM review proceeding; is that right?  

     MR. WALKER:  If you mean the true-up --

     MR. FAYE:  Yes. 

     MR. WALKER:  -- yes, that's correct. 

     MR. FAYE:  So I am left at a loss as to how to proceed here.  Some of the questions that intervenors would want to ask, to me, would necessarily have to be directed to the technical panel, yourselves.  But without a variance explanation we don't know what to ask.  We don't have any data to work with.  And none of those questions, I think, would be appropriate to be addressed to panel 5, so I am not quite certain where we would go from there.

Do you have a suggestion?  

     MR. KEIZER:  Madam Chair, if I may, I mean, I think one of the issues that we're getting caught in with respect to this -- and maybe I am not articulating it accurately -- but is that in the ICM proceeding there was a specific drill-down with respect to the actual jobs, which meant, you know, we're replacing XYZ poles on the corner of Main and Jones Street, and that it was a very specific thing because of the nature of what the ICM proceeding was, and with respect to having to fit certain criteria within the context of that ICM decision-making criteria that the Board had established in terms of enabling you to step outside of the typical IRM regime that existed at that time.  

     We're in that mode with respect to this element in terms of the bring-forward with respect to capital, but there is also the element that, as most utilities would do, with respect to geographic-based assets, that we're doing that on a program basis, and a lot of utilities will do program basis with respect to pole replacements or transformer replacements, and not necessarily identify actual individual job aspects. 

     And to the extent that those capital programs are changing, there are variances, and people do explain those variances with respect to those program levels, those which would happen within typical utilities. 

     So with respect to this element, we are transitioning from an ICM regime, which is very, very detailed.  The reporting here now in this proceeding by Toronto Hydro is at a segment level, recognizing that at some point what has happened in the period from 2012 to '14 will have to be trued up and that there is an ICM process that has been set out within the context of the Board's Decision on ICM that will be dealt with. 

     The issue here is that we now have program results which people have been able to map at least to the program, which is akin to the segments.  And there are variations with respect to that, variations not unlike what you would expect a typical utility to have with respect to pole replacements or to others, albeit that these segments, maybe even a bit more granular than most utilities would have, and then that flows into 2015 and that flows into the '16 to '19.

     So to the extent there is variances to be explored related to these particular programs, I think that this panel can do their best to discuss those with respect to it.

The actual job-level variances, I think that is something that a separate process has been established within the context of the ICM.  

     MS. LONG:  Mr. Faye, does that explanation help you at all?  

     MR. FAYE:  Well, I hear what my friend is saying, and in a typical cost of service where it has been settled on the basis of, say, an envelope approach and it's been left to the company to spend the money as they see fit, I would completely agree with them.  There would be nothing contentious. 

     But this is the ICM that was approved on a segment basis.  And the only issue here is do you want to put those variances in rate base?  It might be appropriate to take all of the over-spend variances and eliminate them from the add to rate base, and then we probably don't have a problem, because no over-spending is assumed to be prudent. 

     And then when you do the ICM prudence review, if they're found to be prudent, okay, then you can go back and adjust rate base.

I know that is cumbersome.  It means that the rates would not be in force for quite some time.  But I don't see how the Board would be able to put in over-expenditures without first taking a prudence review of them.

MR. KEIZER:  If I may, Madam Chair, I mean, in response to my friend, I think that we're in a position which is not unlike any other party coming off an IRM period.

There are going to be variances that arise.  We happen to have presented this material with respect to the capital investment 2014 onwards on the basis of the segments that the Board has seen before.


But effectively we have variations in capital coming off that IRM period not unlike any other utility would have.  So I think those variances and the nature of that capital could be explored. 

     With respect to the ICM true-up and the rate issue, there is, I think, a rate rider for purposes of that and not necessarily for purposes of the opening rate base. 

     So I also think that my friend is free to ask the questions with respect to variations related to segments or the capital initiatives as to why they're changing or transitioning or what has happened over that time.

How they should be reflected in rate base or treated, I think is the subject of argument. 

     MS. LONG:  Well, I think, Mr. Faye, we have taken note of your concern, and I think that what Mr. Keizer is saying is that you're open to ask some general questions with respect to the variances, and you may get the information that you need in that way. 

     To the extent that these witnesses are not able to drill down any further, then that's just what we'll have to deal with at this point. 

     So I would invite you to try and see what you can get with respect to the questions that you have, and we will see how we proceed.  

     MR. FAYE:  All right.  Well, could we scroll the screen back over towards the left margin so I can see what that first project is?  Okay.  Underground infrastructure. 

     We have seen that the variance is an over-spend of 16.78 million.  Could you explain why you over-spent by 16.78 million on this segment?  


[Witness panel confers]


MR. FAYE:  Excuse me.  Before you proceed, I am looking over only at the 2014 number, but for purposes of prudence review it would have to be that far right number, the total of 2012 to 2014.  So it is $23.67 million over-expenditure.  

     MS. ROUSE:  Sure.  Before we comment, I just wanted to make sure that we're aware that we're looking at the in-service additions table, so not the capital spending table.  Is that the one you wanted us to use?  

     MR. FAYE:  Well, yes.  I think the in-service additions are what flowed out of the ICM process.  There's an analogous question on CAPEX:  How are you going to prove prudence on that in this proceeding when it was never approved in the ICM proceeding?  

But let's leave that aside and just deal with that question on underground infrastructure.  Let's see where that goes and whether it has merit.  

     [Witness panel confers] 

     MR. WALKER:  Just so I'm sure I understand the question, you're asking specifically about the underground infrastructure segment, and you're asking why there is a variance; is that correct?  

     MR. FAYE:  Yes.  What did you spend the $23.67 million on?  That is, the over-expenditure. 

     MR. WALKER:  Okay.  I can't obviously -- because we haven't finished the true-up analysis, I can't speak specifically.  But I can talk, in general terms, about why we get variances in programs like that. 

     Some of them are related to changes in design.  The numbers that we filed under ICM were largely high-level estimates, because of the timing of when those numbers went in.  So they're the engineer's estimate of what the job is going to entail.  

When we get to design, we get a more refined estimate 

that looks at the specific circumstances within the area, and we may end up with a larger estimate than what we started with. 

     It may be that we had emerging requirements that we had to substitute, or had to add to the program, because we had failing cable in an area that we weren't -- that hadn't manifested at the time that we put the original filing together.  So we would do that work because it was necessary. 

     And I think that's -- you know, when we get to true-up, we will be explaining those variances on a job-by-job basis as to why a job's scope changed, or its cost changed, or why it got added or removed from the program.  

That is the intent of the true-up process. 

     MR. FAYE:  I appreciate those are the general reasons why any particular job might go over.  You could also say cable prices increased, or transformer prices increased that you didn't anticipate. 

     But that doesn't explain why this happened.  That explains in general why any project might go over, but it doesn't explain why there is $23 million more spent here.

And I agree with you; you cannot give us that answer without getting into the details of the projects. 

     You just don't know whether more work was added, or the designs estimate was wrong, until you actually get into the details, right?  

     MR. WALKER:  Yes, that's correct. 

     MR. FAYE:  Okay.  So then let me ask you this.  Rather than chase each other around in circles on this to no end, would Toronto Hydro be willing to take all of the positive variances here and exclude them from their rate base calculation until they have been approved by the Board?  

     MR. KEIZER:  I think that is a position one -- that we would either take or deal with in argument.  But it is also one that is probably dealt with by panel 5.  

     MR. FAYE:  Okay.  Then I suggest we don't waste any more time on this, and we'll move on to questions that I really had intended to ask. 

     This next one is a follow-up to a question Mr. 

Rubenstein asked you about the cost of contracted work. 


In your response you said that you issue unit price contracts, and that the contractor then goes ahead and performs any work you ask him to do based on those unit prices.  Did I understand that right?  

     MR. WALKER:  Yes, that's correct. 

     MR. FAYE:  And one of the projects that he took you to, I think, is that same segment.  It was underground cable renewal or -- I've got it written here somewhere.  

Underground circuit renewal.  Mr. Rubenstein was asking you about the costs of that, and I wonder -- is that the sort of project that you would let under a unit price contract?  

     MR. WALKER:  Yes, we do do work in that segment under unit price. 

     MR. FAYE:  And so that would mean that the contractor has given you prices on metres of cabling duct, submersible transformer installation, switches?  All of the components of that kind of a job, he's given you unit prices on?  

     MR. WALKER:  Basically, yes.  

     MR. FAYE:  So in the context of what Mr. Rubenstein was asking and what the Panel asked you, you do have unit 

prices.  You can forecast how much it's going to take to put in 88 transformers, as on that chart that was up on the screen that Mr. Quesnelle was referring to.

You could price that out, couldn't you, for 2019?  

     MR. WALKER:  No, I would disagree with that. 

     The cost of installing a transformer is not the same as the cost of what that transformer would be on average across a project.  

That's going to depend on what the total scope of that 

job is in its operating context, in its area.  

     So you would have to take the specific design, chunk it out into those units, and do that calculation to figure out what it cost.  And then if you wanted to average it across the transformers, you could do that.

But that wouldn't be comparable to another job that had a different, you know -- perhaps homes were 

closer together and the subdivision had smaller lots.  So 

you have more transformers spread out across the area, so your cost is different.  

     MR. FAYE:  So you would need to know how many metres of cable, for instance, was going to go into a job, how many transformers there would be on that job?  

     MR. WALKER:  How many service runs you are going to have.  You know, are you doing primary feeder runs in along with your distribution runs, and therefore you have more ducts and you have larger cable?

There's a number of different aspects from one 

job to the next.  

     MR. FAYE:  My memory may not serve on this, but it seemed to me that that chart we were looking at on the screen had the numbers of units.  It had numbers of transformers, it had numbers of switches.  

     Why couldn't you just apply the contractor's unit price to that, and tell us how much the estimated cost would be?  

     [Witness panel confers] 

     MR. WALKER:  I think we spoke to this yesterday, that the numbers beyond 2015 in that table -- if I am thinking of the same table you're referring to -- were just an extrapolation from the 2015 numbers, in scale to the dollars that we were calling for in those subsequent years.  

     So they're not direct counts of the number of transformers in your example that we're installing.  They're just representative of the scope of that work, but the actual design would determine the number of transformers and the amount of cable, the number of vaults and cable chambers, and so on and so on.  

     MR. FAYE:  Okay.  I understand what you're saying.  That is an aggregate guess of the number of transformers you expect would probably go in in that year.  But you could extend it by unit price, and say that is how much it would cost. 

It wouldn't include everything in the project, but it would tell you how much the transformers were going to cost to be installed. 

     MR. WALKER:  Well, we could do a calculation of that. But it would be grossly inaccurate, I think, because it doesn't talk about any of the other elements. 

     It's simply a number of transformers within, you know, a body of work.  And it's not even an accurate number.  And it's not even an accurate number; it's just a forecasted number.  

     I think you have to look at the detailed design to see the real cost.  

     MR. FAYE:  Let me ask you another question on this same subject.  

Mr. Janigan brought this up, and he asked you about 

contractor performance measures, and asked you to look at his compendium, page 46.  I wonder if it would be possible to pull that one up?

     Look at line 5.  Toronto Hydro compares the cost of select projects constructed "in-house" to the unit prices charged for similar work performed by external contractor crews.  

     That would seem to suggest that you must have some sort of in-house data that you are comparing to the contractor unit prices.  

How do you make the comparison if you don't have your own data to compare to?  

     MR. WALKER:  That metric, the way that is done is we take a sample set of projects from our -- that have been completed by our internal crews.  I think it was ten, typically.  And we take the finished designs from those ten jobs and we reconstruct the estimate using the contractor's bid cost.

What we actually do is we do it for each of the main contractors that we have.  For each of the contractors that we have, we do the same calculation.  And then we average out the result, and then we use that for comparison purposes.  

     MR. FAYE:  But the contractor's unit price doesn't vary, I think I understood you to say. 

     MR. WALKER:  It doesn't vary within a single contractor, but it varies between contractors, obviously. 

     MR. FAYE:  So they don't get a different price to put in a transformer in Scarborough than they would get in Etobicoke?  It is wherever you send them, that is the price they get?  

     MR. WALKER:  I'm not sure if there's -- if we have different prices for, like, suburban versus urban.  I don't know for sure.  I would suspect we probably do have some variation there, but that would be subject to check. 

     MR. FAYE:  So that would take into account some of the 

conditions, job site conditions, that you talked about the other day that makes it impossible to use unit prices, because every job is unique.  And sometimes it is a busy road and sometimes it's not.  Sometimes there's trees in the way?

MR. WALKER:  And I would make a distinction between unit costing and unit pricing.  Unit pricing is, you know, what you pay for the work to be completed.  Unit costing is what it costs to actually do. 

     So our contractors bid unit prices.  That is not necessarily what it's going to actually cost them to construct it.  Quite often they lose money when they're doing the actual work, and you can usually tell because they let it be known when they're -- it's costing them more than what their unit bid was. 

     MR. FAYE:  So they're just applying an average unit price on the contract because that is what you're asking them to do.  Some they lose on, some them win on, and hopefully overall they make money?  

     MR. WALKER:  Yes.  That is the art of bidding on those things.  I'm not an expert on how they go about it, but they have to make some kind of an assumption on quantities, I would assume, that are going to be installed or they're going to be asked to build, and then, you know, base their pricing on that to be both competitive and yet, you know, be able to turn a profit in the end. 

     MR. FAYE:  Okay.  Thanks for that. 

     Could we put up Staff 39 once again quite quickly, please, and look at appendix C this time?

Do you see over in the notes, note 1 says:

"This summary represents 188 jobs filed in approved ICM segments in Phase 1". 

     And these are jobs completed in 2012 to 2013; is that right?  

     MR. WALKER:  Yes, they would have all been completed by 2013.  Some of the '12 jobs potentially could have been completed in '13, subject to check, but within that two-year period they would have been completed. 

     MR. FAYE:  Okay.  So then note 3 says there could be minor revisions based on a further reconciliation of financial data for 2013 jobs. 

     Is the 188 number, is that still a good number?  Or is it going to be updated to something else?  

     MR. WALKER:  I'm not sure -- I'm not sure I understand your question.  You're asking me is that all we completed in '12 and '13?  

     MR. FAYE:  Yes.  

     MR. WALKER:  From the '12 and '13 program?  No, there are more jobs that have been completed subsequently. 

     MR. FAYE:  Okay.  So the number for 2012-'13 isn't 188.  Could you tell us what it is?  


[Witness panel confers]

     MR. WALKER:  If you look at our exhibit that we filed on the 22nd -- oh, thank you.  Exhibit OH, tab 1, schedule 3, and that's actually table 1 there.  What this shows is the jobs that were completed by the end of 2014.  We don't have them broken out by how many were '12 and '13 jobs and how many were '14 jobs, but over the course of the three years, for the 657 jobs that we filed, 461 have been completed and 129 were in progress in those three years, by the end of those three years. 

     MR. FAYE:  Okay.  So if I add -- if I take that bottom 

number, 657, would that be the number of jobs approved in the ICM?  

     MR. WALKER:  Yes.  

     MR. FAYE:  Okay.  So that's the number we're comparing to, then?  

     MR. WALKER:  Yes. 

     MR. FAYE:  Fine.  Okay.  Now, if we could move to the compendium I submitted, and this is mostly -- 

     MS. LONG:  Excuse me, Mr. Faye.


MR. FAYE:  -- on energy storage --


MS. LONG:  Can we just mark this as an exhibit?

     MR. FAYE:  Oh, sure. 

     MS. HELT:  Does the Panel have a copy of the compendium?  

     MS. LONG:  We do. 

     MS. SPOEL:  Yes. 

     MS. HELT:  ALL RIGHT.  We will mark this, then, as Exhibit K5.1, compendium of Energy Probe. 

EXHIBIT NO. K5.1:  ENERGY PROBE COMPENDIUM.  

     MR. FAYE:  So looking at page 1, lines 15 to 17 say that THESL plans to install 24 energy storage systems.  And I understand these to be lithium ion battery storage systems; is that right?  

     MR. SIMPSON:  That's generally correct.  

     MR. FAYE:  Okay.  So, Mr. Simpson, you will be answering most of these questions, I think.  

     And the aggregate capacity of all of those 24 is 4.4 megawatts and total energy output is about 10,000 kilowatt-hours; that's correct?  

     MR. SIMPSON:  Correct. 

     MR. FAYE:  All right.  I also understand from the evidence that there are two distinct types.

One is called a grid support energy storage system, and I understand that to be an installation at a municipal station or possibly a transformer station, but not out in the grid somewhere.  It is at a station?  

     MR. SIMPSON:  We actually have three types that are in the evidence, and there's a good summary for this on table 12 on page 21 of E7.11. 

     And so, yes, there are some distributed.  The LSES is a local support energy storage, generally positioned on laterals.

There is also a GSES, a grid support energy storage, that is generally located on feeders.

And finally, there is an MSES, which is municipal substation energy storage, and it is located in our MS facilities. 

     MR. FAYE:  Okay.  So there was one more than I thought.

Let me just clarify.  The local support one is the one that is 100 kilowatts?  

     MR. SIMPSON:  We are looking to provide area support with all three types. 

     MR. FAYE:  Okay. 

     MR. SIMPSON:  But one of the key advantages for the LS and ES -- LSES and GSES is to provide that local support, yes.  

     MR. FAYE:  Okay.  One is bigger than the other?  I guess I could have phrased it that way. 

     MR. SIMPSON:  Yes, fair enough. 

     MR. FAYE:  Good.  The level of support that these units could render, I think I read that the grid support unit is good for 200 kilowatts for two and a half hours. 

     MR. SIMPSON:  Correct. 

     MR. FAYE:  And that the local support unit is good for 100 kilowatts for one hour, right?  

     MR. SIMPSON:  Yes. 

     MR. FAYE:  Okay.  Now, looking at page 4 of the compendium, the top box, table A, this is a summary of program benefits.  I would like to go through these in a little bit of detail. 

     The first one talks about customer value.  And it says it is intended to provide backup power during emergency situations for critical customers and, for example, emergency services, hospitals, government buildings, et cetera. 

     So would this be -- to back up, for instance, to back up a hospital, this would be a local support unit, a grid support unit, or a main station support unit?  

     MR. SIMPSON:  In general, the equipment being considered is not large enough to fully support something such as a hospital.  But an example is helpful here again.  

     We have a pilot that's been in operation for two years at Roding Community Centre, and it does provide some capacity for limited emergency operation at that site. 

     And in our discussions with the city of Toronto, for example, they have expressed a need for more resiliency and sustained operation during major events, ice storms or blackouts.  

     And so, in principle, we're looking to see if the locations where we need support on our system can also help serve some of those key infrastructure for the city of Toronto, and that's an ongoing dialogue.

The type of systems are not generally able to provide, you know, unlimited capacity, but they may help through some events and keep some critical systems going.  

     So what's discussed in that customer value is more intended for those community centre resiliency-type applications, and where there may be some area benefits. 

     MR. FAYE:  Okay.  So these things are not really suitable to back up a hospital, right?  

     MR. SIMPSON:  The hospitals have to have their own systems under Z.32, and so they will have their own major standby diesel and natural gas generators. 

     MR. FAYE:  Okay.  And in fact any government building, any private-owned building, if they were so inclined, they could put a backup generator on their side of the meter and would have their own backup power, right?  

     MR. SIMPSON:  Customers are doing that, and there are 

interconnection procedures with Toronto Hydro to accommodate it.  

     MR. FAYE:  Okay.  It would seem to me, in reading the 

Evidence, these are analogous to uninterruptible power supplies that you can get for your computer, albeit possibly larger.  But would you agree that these are along that line?  

     MR. SIMPSON:  They use similar technology, but they are different.  

The differences are in the duration of capacity. A

UPS for a computer system may be five minutes to 30

Minutes' endurance, and these systems that we plan are between one hour and three hours' endurance, and they may have greater endurance, depending on conditions.  

     The UPS has a very specific application to filter 

transience and keep power firm for computer systems. 

     These energy storage systems have a different set of 

benefits, and the need that we are looking to address is really three things.  They are there to improve reliability and power quality, they are there to help connect generation and electric vehicles, and they are there to defer some expensive area rebuilds. 

     So they have different purposes, but they do share some common technology.  

     MR. FAYE:  Okay.  So under the customer value heading, I think we can sort of discount the emergency service, hospital, government building-type thing -- unless community centres are part of the emergency service network.

But any customer could go out and buy one of these units and stick it in his building, couldn't he?  

     MR. SIMPSON:  You're correct.  And I would like to distinguish, I guess, a customer versus area benefit. 

     In all of these applications, we're looking for area benefits to several customers.  Our view is that if a customer has a critical function or compliance issue where they need their own backup storage or generation, they will do that on their own, and that we are trying to provide area benefits.  

     MR. FAYE:  Okay.  Let's move on to the reliability part of it; that would be the second box.  

     There's a suggestion that one of these units would provide station voltage support, provide power with low harmonics, and help with uninterrupted service as well as peak demand management.  Those are very lofty objectives. 

     What is the typical capacity of a station that you would put one of these units in?  

     MR. SIMPSON:  The MSES systems will be of the order of 10 to 20 MVA, and the system size is quite a bit smaller.

But it's worth pointing out that it could maintain the critical systems of that MS a period of time; that is, the control monitoring and actions of the breaker within that station.  And it may be able to support some loads on a feeder in isolation.  

But you're right.  It is not there to hold up the 

entire station, but it is there to provide critical systems.  And we believe it will have some benefit in scheduling maintenance, where we could do maintenance perhaps without an outage that otherwise would be needed.  

     MR. FAYE:  But this unit is the 200-kilowatt unit, is it?  Or is there a bigger one than that you are contemplating?

     MR. SIMPSON:  The unit sizes are 100, 200 and 400 kilowatts. 

     MR. FAYE:  400.  Okay. 

     MR. SIMPSON:  And we will also look, over the five- year period, to see what is the best size for each application. 

     This is our work to date, and we have the 2015-2016 sites in mind.  

     MR. FAYE:  Okay.  Going to the efficiency block, I think you have just mentioned that you're hopeful these units can provide some sort of backup power for station services and from protection and control, I take it, for your SCADA monitoring. 

     But I wondered -- it seems to me you have battery    systems at these stations, don't you?  

     MR. SIMPSON:  That's correct.  In all of the TS, we do, and generally widespread in the MS.  But this is an area where we can provide more automation and improve the restoration times for customers with more critical systems backed up.  

     MR. FAYE:  So what do your station batteries back up right now?  What do they power, if the station loses supply?  

     MR. SIMPSON:  There is a requirement for approximately six hours, depending on the type and the area.  And they do provide that SCADA monitoring control to see what's going on and to activate breakers.  

     MR. FAYE:  Okay.  Am I right in remembering that there's an A and B system here?  You're using duplicate systems?  

     MR. SIMPSON:  Could you rephrase?

     MR. FAYE:  Am I right in recalling -- it's many years back -- these systems are designed as duplicative?  There is an A system and B system of batteries, so if one fails for some reason, the B system would take over from the A, and vice versa?  

     MR. SIMPSON:  The duration of DC battery storage is defined for those two types; you have a good memory. 

     If there's a dual system, I believe it's four and a half hours.  If it's a single-battery system with an A scheme only, it is about seven hours.  

     MR. FAYE:  Okay.  And then this would add as much as 400 kilowatts -- and how many hours was that going to be good for?

     MR. SIMPSON:  Three hours' endurance and, if the load was less, then we could stretch out the time. 

     MR. FAYE:  Okay.  But your existing DC battery system 

already provides more than that, right?  Did I just hear you say seven hours for the DC system?  

     MR. SIMPSON:  Our coverage of the DC battery systems is complete for the transformer stations, but not for all municipal stations.  Some of those are not automated.  

     MR. FAYE:  What kind of batteries are they?  Are they lead acid batteries?

     MR. SIMPSON:  The DC battery systems are ventilated lead acid, yes. 

     MR. FAYE:  Can I draw the conclusion they're probably a whole lot cheaper than lithium ion?  

     MR. SIMPSON:  Depending on the lifecycle evaluation, you will get a different result.  First, cost for lead acid is lower than lithium ion.  

But if we are operating a lot of cycles, then it is entirely possible that lithium ion do better over time.  It depends on the duty of the battery. 

     MR. FAYE:  Of course.  I think I read somewhere in the evidence that you expect the useful life of these lithium ion units to be about ten years, right?  

     MR. SIMPSON:  Between ten and 20. 

     MR. FAYE:  Oh, I thought I just read ten.  What is the lifetime on your lead acid batteries, again on average?  I know duty cycle may mean something, but...

     MR. SIMPSON:  My memory is it is ten years or less.  

That's the cycle where they're failing. 

     MR. FAYE:  Okay.  And you haven't had any of these lithium ions in service long enough to know if the lower estimate, ten years, is more appropriate than the 20 years?  You wouldn't know that until you've gone through this with at least one set?  

     MR. SIMPSON:  We have about two years' operating experience with lithium ion.  The technology goes through accelerated testing, and that is the basis for the life expectancy.

     MR. FAYE:  Okay.  Can we move on, then, to look at some of the costs?

On page 5 of the compendium, table C at the bottom there has your proposed expenditures.  And before we go to future spend, the 1.02 in the "2014" column, that wasn't part of an ICM segment, was it?  

     MR. SIMPSON:  The 2014 value indicates about a million dollars, and subject to check that probably refers to the work on the three pilot projects that are referred to in the evidence.  This was not part of the ICM in the '12, '13, '14 period.

     MR. FAYE:  Okay.  So this was just spent as CAPEX. 

And you would be looking for Board approval to include that in rate base; am I correct on that?  

     MR. SIMPSON:  The energy storage is being tracked in a deferral account for that period, and it will be brought in front of the OEB in 2015 for consideration, to clear.  

     MR. FAYE:  Okay.  Good.  

     So the balance of the money in that little chart there from 2015 to 2019 totals the 10.8 million that is referenced elsewhere in the evidence; is that right?  Does that add up?  I think so.  Does that cover all of the necessary components of the unit?  Or is that just the battery?  

     MR. SIMPSON:  The costs shown are our estimates for the complete system supplied, installed.  

     MR. FAYE:  And would that include a concrete foundation, cabling within the station, things of that nature?  

     MR. SIMPSON:  Yes.  Any associated civil or mechanical, yes.  

     MR. FAYE:  Okay.  And the same would be true of a unit that is going out on the grid somewhere?  

     MR. SIMPSON:  Correct. 

     MR. FAYE:  Okay.  What about inside customer premises, work needed to accept emergency relief from that?  Is that included?  

     MR. SIMPSON:  The customer tie point is generally not included in this, in that we are seeking, you know, area benefits.  So it would be the feeder or the lateral that is supported, and any customers who hang off it would potentially benefit.  

     MR. FAYE:  But wouldn't there have to be some sort of switching inside the premises to isolate various things?  As you said, these units aren't going to power up an entire building.  They have got to be directed. 

     So inside the customer premises, you would need some way of directing the power to the emergency equipment that you wanted to maintain, wouldn't you?  

     MR. SIMPSON:  I think you have a reasonable statement there.  The detailed design has not been completed for those sites.  So I imagine there is an allowance for some interconnection work there, but I can't comment further.  

     MR. FAYE:  Okay.  What I was driving at was:  Who is going to pay for that inside the customer premises work?  

     MR. SIMPSON:  Again, the general approach here is that this is a valid utility investment if there are area benefits.  If it's a benefit only to a single customer, our position is that customer would pay directly for their work.

MR. FAYE:  And if it was a benefit for a particular customer, wouldn't the customer pay for the entire cost?  ESS unit, plus connection, plus the stuff needed inside their own building?  

     MR. SIMPSON:  Yes.  They would do that on their own, that investment on their own, and it would be subject to our interconnection review. 

     MR. FAYE:  Okay.  So to me that sounds like a competitive business.  I could call -- if I was a business owner and I needed something like this, I could call up a supplier, and they would come out and install it on my side of the meter, and I would pay them for it.  But this sounds like Toronto Hydro's getting into this within their distribution business.  

     My question is:  Isn't this more appropriately housed in an affiliate?  

     MR. SIMPSON:  The nature of the benefits is different for the two situations you describe, I think.

The customer may have some critical loads that need to be sustained during outages or some power quality issue.  They are welcome to address that directly themselves and make investments.  

     In contrast, the area benefits we're seeking here for the energy storage system are multifaceted.  It has the potential to help us defer rebuilds of area or extend transformer lives and improve general reliability.

And so those are two different benefit streams.  

     MR. FAYE:  I guess what I'm getting at is:  Unless this is specifically targeted to your system, why wouldn't the customer have to pay for it?  If there's a unit that is going to benefit one customer -- let's take a community centre.  Going to park it outside the community centre, and that's the only customer that is going to benefit.  Why wouldn't they pay for it?  If they wanted it for themselves and bought it for themselves, they'd pay for it themselves?


Why should all the ratepayers pay for it, in other words?

     MR. SIMPSON:  I think what you're saying is reasonable if there are single-customer benefits.  What we are looking to do is have some synergy with things like community centres that are planned as resiliency centres for the city. 

     And so it is a consideration for us in siting these, along with correcting feeder phase imbalances, along with accommodating other renewables and electric vehicles. 

     It is one of those siting considerations that we look to, but we are addressing area benefits, not just a single customer.  

     MR. FAYE:  Okay.  Well, I guess my last question on that particular part of this is it still seems that this is a business -- at least from the customer's point of view -- that can be purchased from any number of suppliers, and the customer would ordinarily pay, and unless all of the ratepayers are going to have the benefit of this, it would seem that it shouldn't be part of rate base.  It's got to be paid for some other way.

How would you feel about that?  

     MR. KEIZER:  I think that's a matter of argument, I think, is it not?  I mean, as to -- I mean, you're putting forward a proposition with respect to, one, if it's -- I think it's policy with respect to its application and addition to rate base for purposes of ratemaking.  I think panel 5 is best to answer it. 

     But, two, I think it is a matter of argument as to whether or not the net benefit should flow one way or the other.  

     MR. FAYE:  Okay.  I will accept that.  You're right.  

     Then let's back up to the area of benefits.  In the past, when you've had to support voltage on feeders, correct power factor, or perform some operation that would improve power quality, what did you do if you didn't have these things?  

     MR. SIMPSON:  It is sometimes challenging to do the rebalancing of single-phase loads and customers, and we have two examples in the material here where some generation resources cannot be connected at present, because of phase imbalances on the lines they're served by. 

     And that is why we're suggesting the energy storage can correct for that, and allow those generation connections. 

     And short of an expensive area rebuild and re-supply of different laterals and rebalancing, that is your conventional option. 

     This approach has a net present value for year 2015 of about $600,000.  So there is a clear argument for the benefits of applying storage in this case, rather than the conventional upgrades.  

     MR. FAYE:  Okay.  That net present value calculation seemed reminiscent of the FIM model.  Is that what you used to produce that net present value?  

     MR. SIMPSON:  It is a similar approach, in that we look at the cost of ownership for option A versus option B. 

     MR. FAYE:  Did you use the same numbers that you use in the feeder investment model?  That is, the $20 per kilowatt and, I believe, $15 per kilowatt-hour?  

     MR. SIMPSON:  A different approach was used.  The reference work was from Sandia Labs, and the grid benefits were considered in that report and used in our analysis.  

     MR. FAYE:  Okay.  But not having read the report, there is a reference that the analysis was conducted by pricing out the load that could be supported on a dollar- per-kilowatt basis. 

     Do I remember that right?  

     MR. SIMPSON:  I think, more correctly, it's cost of ownership of putting in the storage versus the cost of ownership of putting in the fairly extensive conventional upgrades.  

     MR. FAYE:  Okay.  

     MR. SIMPSON:  So it's a deferred infrastructure argument. 

     MR. FAYE:  So it is a -- it isn't a comparison of putting these in or not putting them in.  It is a comparison of putting these in or rebuilding your system.  

I understood the evidence to say it was the former.  

     MR. SIMPSON:  It's an option A versus option B. 

 It is not a do-nothing comparison. 

     The do-nothing doesn't work for us here, because there are valid generation connections that are held up right now because we can't connect them.  We have some constraint, and this is one way of overcoming that.  

     MR. FAYE:  Okay.  Well, without getting into the 

Distribution System Code in depth, who would ordinarily pay for upgrades to your system to connect a distributed generator?  

     MR. SIMPSON:  That depends on the nature of the generation source.  In short, if it's a renewable resource -- solar, for example -- under the Green Energy and Green Economy Act, those costs are borne by the utility. 

     If it's a conventional generation resource, such as 

gas-fired plant, the costs borne -- the connection costs are borne by the generator directly. 

     MR. FAYE:  Okay.  And in the analysis between putting in one of these units and doing something else on the system, did you consider putting in voltage regulators and capacitors to support voltage and improve power quality?  

     MR. SIMPSON:  Yes, those options were considered.  

Generally, the nature of the transients is that those 

conventional approaches aren't fast enough to help.  And the degree of the spikes or harmonics are such that those tools are not suitable.  

But they were considered.

     MR. FAYE:  Okay.  Do other Ontario distributors have these units in place?  

     MR. SIMPSON:  The energy storage is relatively new. 

     There are a number of systems in operation, some of those are small.  Some of those are large.  Many are coming online as part of the OPA/IESO capacity call. 

     I don't have a list at my fingertips for you.  

     MR. FAYE:  The capacity call that you just mentioned, that is for private generators; correct?  

     MR. SIMPSON:  It's an explicit request for energy storage capacity from those agencies, OPA and IESO. 

     MR. FAYE:  Is it directed at distributors?  

     MR. SIMPSON:  It's open to any recipient -– sorry, respondent who qualified.  We did not choose to bid that RFP. 

     MR. FAYE:  But you could have, if you'd wanted to. 

     MR. SIMPSON:  Yes, that's a possibility.  

     MR. FAYE:  And there is no conflict there with the Affiliate Relationship Code, engaging in a competitive business within the regulated monopoly? 

     MR. KEIZER:  I think that is a legal question.   

     MR. FAYE:  Did you consider whether there might be a legal question involved in bidding on that?  

     MR. SIMPSON:  We did have internal discussions, and on balance we elected not to pursue that. 

     MR. FAYE:  Okay.  Let's turn to electric vehicles.  You mentioned this earlier -- 

     MS. LONG:  Mr. Faye, just before we continue, I must let you know that we have a hard stop at 12:30, and there is an issue I want to deal with before we break. 

     So you have about five more minutes, then we will have you continue after lunch. 

     MR. FAYE:  Okay.  That's fine, Madam Chair.  Do you want to deal with your issue now?  Because I can quit at any point.

     MS. LONG:  No, no.  It won't take long. 

     MR. FAYE:  One of the other benefits on energy storage 

system was the enabling, if you will, of electric vehicle 

infrastructure.  Charging infrastructure basically, I think, is what you meant, right?  

     MR. SIMPSON:  Yes. 

     MR. FAYE:  Okay.  Looking at page 6 of the compendium, line 13 references an Ontario government aspiration, as it is called -- not even an objective -- that one in 20 vehicles in the province should be electric by 2020.

Have I read that and understood that correctly?  

     MR. SIMPSON:  Yes.  Toronto Hydro monitors the uptake of electric vehicles fairly closely, because we're a dense urban environment and the EVs, you know, have a lot of penetration here. 

     The EVs are also particularly heavy load and the charge location is usually on a fairly light lateral.  So it is something we monitor and give consideration to.  

     MR. FAYE:  When you said it has quite a bit of penetration, how many EVs are on the road right now in Ontario?  

     MR. SIMPSON:  I can't speak for Ontario, but there are just under a thousand in Toronto currently. 

     MR. FAYE:  Okay.  And how many vehicles are registered in the province?  

     MR. SIMPSON:  You've got me beat there.  

     MR. FAYE:  So you don't know how to quantify the one in 20, then?  

     MR. SIMPSON:  I haven't researched the number of vehicles in the province; I don't know that. 

     MR. FAYE:  Well, subject to check and for your information, MTO says it's about 8 million.  So that's -- take that subject to check; you can look it up.  

     But my calculation would say if there's 8 million vehicles on the road, and one in 20 is going to be electric in five years' time, that means we've got about 390,000 or 398,000 more to sell, because there's under 2,000 of them on the road right now. 

     And so I wonder if preparing for that kind of onslaught to your system might be a little premature.  Is it likely that -- if only 2,000 people have taken up the grant program since these things have been available, is it likely that there's going to be almost another 400,000 buying them in five years?  

     MR. SIMPSON:  That forecast -- pardon me, that aspiration for the government is something for the government to answer. 

     I agree, it would take a lot of consistent work and 

marketing and support programs to make that happen. 

     From Toronto Hydro's perspective, though, the monitoring of the electric vehicles that we have completed shows that it can be a significant load, again in a residential area, and that it is worth tracking, considering, and having some provision in our planning and long-term plans.  

     MR. FAYE:  And that is how the energy storage would fit into it?  One of these units could support a charging station; is that what I understand?  

     MR. SIMPSON:  It would certainly help with those light 

laterals in accommodating, you know, a number of EVs on the 

street. 

     But that is not the primary driver for the energy storage program. 

     The needs are to address reliability issues, help connect generation, and to defer area rebuilds.

MR. FAYE:  Okay.  Madam Chair, I can pause at that point if you would like to...

     MS. LONG:  Thank you, Mr. Faye. 

     Mr. Keizer, I would like to deal with the issue of 

scheduling.  I have taken a look at the time estimates and it looks like we may run into next week. 

     I would like to let you know that the only dates that this Panel has to sit together in the month of March are next Tuesday, Wednesday and Thursday.  So I see that Mr. Smith is here, and I am not sure who will be taking panel 4 and 5.  Mr. Smith is raising his hand. 

     MR. KEIZER:  He has the luxury of that. 

     MS. LONG:  Okay.  So perhaps at the lunch break the parties could discuss -- I'm thinking perhaps we should schedule two days.  I don't know if we will need them, but it is probably better to have them in reserve. 

     Again, it would be the Tuesday, Wednesday or Thursday that the Panel can find some time to sit.  So if you could talk amongst yourselves and come back after the lunch break and let us know, so people can start planning on that in the event that we do need that time.  

     So with that being said, we will adjourn and be back at 1:30.  Thank you.  

     MR. KEIZER:  Thank you.  

     --- Luncheon recess taken at 12:20 p.m.

--- Upon resuming at 1:28 p.m. 

     MS. LONG:  Please be seated.

Mr. Keizer, do you have any preliminary issues?

     MR. KEIZER:  We have none.  We're still canvassing about the dates for next week, but hopefully we will –- some people are checking schedules, especially counsel who are not here right now.  So we will try to reconcile that at the break. 

     MS. LONG:  Okay.  Thank you.


RULING:

     The Panel has reached a decision with respect to the request for confidential filings. 

     The Board will allow Toronto Hydro's claim for confidentiality, as requested in its February 22nd filing. 

     The Board takes note of the arguments made by Toronto Hydro in respect of its obligations as a reporting issuer and its requirements to adhere to applicable securities law. 

     The Board is concerned that the information provided by Toronto Hydro may be construed to be forward-looking financial information. 

     The Board's Practice Direction on confidential filing 

generally provides that this type of information has previously been considered by the Board to be confidential. 

     Toronto Hydro has advised that it expects that its audited 2014 financial statements will be publicly available in the near term. 

     The Board takes note of the position of the parties that this information is important to the matters in this application.  

In striking a balance between confidentiality and public disclosure, the Board is reluctant to have final argument put on the record in a redacted form. 

     Therefore, the Board requires that Toronto Hydro re-file the undertaking responses in an unredacted form, at such time as the audited 2014 financial statements become publicly available. 

     The argument deadline for intervenors will be set for a date after the undertaking responses are filed in an unredacted form. 

     For the purposes of the oral evidence phase of this 

proceeding, the subject undertaking responses will be dealt with on a confidential basis.  To the extent necessary, 

cross-examination will take place in camera.  

     Thank you.  

     With that being said, Mr. Faye, please feel free to continue your cross-examination of this panel. 

     CROSS-EXAMINATION BY MR. FAYE (cont'd):

MR. FAYE:  Thank you, Madam Chair.  

     Panel, I had a conversation with your counsel at the lunch break, and it concerns some inconsistencies that seem to have been corrected in the February 6th issue of evidence. 

     I just wanted to put this on the record, so it is there for all intervenors. 

     We have taken one particular program -- it's the rear lot conversion program at Exhibit 2B, section E6.6 -- and there's a table on page 5 of that exhibit that will serve as an example.  

     So if you look at the total number of units of things going in there, over in the bottom right-hand corner, 27,018, the previous issue of that evidence showed 21,529. 

     Our concern was that the assets seemed to have been updated but we weren't certain that the dollars had been, and the advice of your counsel was that this was an input error.  It happened in a number of segments, and the dollars originally filed were correct and the units had to be updated. 

     So I just wanted to confirm that with you, that that is your understanding of how this came about.  

     MR. PARADIS:  Yes, that's my understanding.  

     MR. FAYE:  Okay.  Then the only other thing we would like is -- we know about rear lot.  Could you just take an undertaking to tell us which other ones, which other segments quantities were updated on?

     MR. PARADIS:  Yes, we can do that. 

     MR. FAYE:  Okay.  Thanks.  

     MS. HELT:  That will be Undertaking J5.1. 

UNDERTAKING NO. J5.1:  TO PROVIDE A LIST OF WHICH SEGMENTS, OTHER THAN REAR LOT CONVERSIONS, HAVE UPDATED UNIT QUANTITIES.  

     MR. FAYE:  Before the break we were talking about electric vehicles, and I wanted to clarify just a couple of points. 

     The ESS, energy storage systems, were said to be 

beneficial to help offset the load demand by prospective 

energy charging stations for electric vehicles, but I wasn't clear which sort of stations we were talking about.  


There would be -- my limited knowledge would say there are two kinds.  There's a sort of central station that people can park their cars at when they're at work and plug in, and then there's stations in people's garages where they would plug in overnight.  


Which ones were we talking about that the energy storage would be beneficial for?  

     MR. SIMPSON:  The LSES and the GSES are meant for that 

area support in the residential applications where, generally speaking, the service capacity is a bit short for the kind of heavy EV charge load. 

     Those commercial facilities generally will have a large enough service capacity for their charging needs in a parking lot, et cetera.  

     MR. FAYE:  Okay.  So I understand the central charging 

station idea.  That makes some sense, that there would be enough draw on those that it might impact the system. 

     What I don't think I understand is the residential application.  And it might just be ignorance.  How much does one of these residential chargers draw?  

     MR. SIMPSON:  It depends on the type of charger, and this may be best answered with a short undertaking to give you that range of examples.  It's of the order of 20 kilowatts, but there are variances based on how fast the charger is, and other factors.  

     MR. FAYE:  Okay.  So if you could phrase that undertaking in a way that most people who don't know much about electricity could understand it. 

     Would it be about the same amount of draw as an electric stove would do?  Would it be more than that?  

I think if you could couch it in those terms, it would help people understand, because if it's at the service limit, then how is the main breaker in the house going to take anything other than the charger?  20 kilowatts is approaching the limit on 100-amp service, right?  

     MR. SIMPSON:  I agree with you.  Again, there is a range of chargers that are in service, and it can be a multiple of that typical electric stove you referenced. 

      MR. FAYE:  So people would have to upgrade their service -- 

     MR. SIMPSON:  And that generally does occur when they put in a fast charger. 

     MR. FAYE:  If you could give us an undertaking just to 

describe the sorts of situations that either are occurring, or you expect to occur, and couched in those sort of terms as to what the impacts are on customers, I think that would be helpful.  

     MS. HELT:  That will be Undertaking J5.2.  And can I just ask, Mr. Faye, when you say the types of situations that are occurring or will occur, can you be a little more specific just for the purpose of the record?

UNDERTAKING J5.2:  TO DESCRIBE IN PLAIN LANGUAGE CURRENT AND PROSPECTIVE SITUATIONS INVOLVING EV CHARGING AND ENERGY STORAGE SYSTEMS.

MR. FAYE:  Yes.  I am referring to what I understood the witnesses to say, that there's already penetration of electric vehicles in the Toronto market, so there are already chargers in place.  And so that would be things that are occurring now. 

     And then there's this other prospective load that, if a lot more electric vehicles get sold, there could be a big expansion of those sort of things in a neighbourhood. 

     So I think the significance is that maybe on a block right now there might be one electric car, and it's probably not going to overload the local infrastructure. 

     But if everybody bought one, if there was ten electric cars plugged into that, would that overload the typical suburban subdivision supply?  

     MR. KEIZER:  Sorry, is that the undertaking you want us to consider, at what point the typical block would get overloaded?  

     MR. FAYE:  No.  I'm simply referencing that as the examples.  Ms. Helt asked what the existing reference was to and what the prospective reference was to. 

     MR. KEIZER:  I see. 

     MR. FAYE:  That is what I meant to explain.  Perhaps I only just confused the issue. 

     MR. KEIZER:  So examples of circumstances in which battery support is required as described in Toronto Hydro's evidence; is that the idea?  

     MR. FAYE:  Yes.  

     MR. KEIZER:  On a practical level, using a circumstance within a residential area?  

     MR. FAYE:  Yes.  I don't think the central charging station was an issue; that is easily understood. 

     But in a residential application, it is a little more 

complicated than I thought it was. 

     MR. KEIZER:  Sorry.  I just --  

     MR. SIMPSON:  I think we can provide information to answer that, yes.  

     MR. FAYE:  Okay.  Thanks.  

     The last thing I want to do on energy storage is to 

review table 1 in Exhibit E7.11.2, and I might even have it in the -- well, it is easily done on screen. 

     This is actually a better table than the one I had in my compendium for this sort of a comprehensive look.  I wanted to run quickly through each of these. 

     So the peak shaving/load levelling would be done in all three types of these energy storage systems?  Being the station, the grid support and the local support?  

     MR. SIMPSON:  Yes, they would all have that ability.  

     MR. FAYE:  Okay.  But the greatest ability would be in the station unit.  Am I right?  

     MR. SIMPSON:  It has the greatest endurance, the largest capacity to do that time shift, yes.  

     MR. FAYE:  Okay.  And for the units that you are considering right now, 400 kilowatts would be the limit of its assistance, and that would be for, I think you said, four hours?  

     MR. SIMPSON:  It's a three-hour system, 400-kilowatt peak, yes. 

     MR. FAYE:  Okay.  Good.  The reliability and power quality, we didn't go into this very much, and it is probably worth just a quick synopsis. 

     You have power quality standards that you either require of your customers or you require of yourself on your system, right?  

     MR. SIMPSON:  In the conditions of service there are requirements for the customers.  

     MR. FAYE:  And when a customer has equipment that negatively impacts system power quality, do you still require the customer to take action to correct that?  

     MR. SIMPSON:  It's our understanding that we don't really have a mechanism to force customer behaviour or make changes, as far as power quality from their facilities. 

     However, if a power quality issue emerges in an area or for a specific customer, our teams will sit down with them and discuss the possible causes, which we should remember maybe from the customer side or from the system side, as far as tap changers and other cap banks. 

     So through that discussion there will be a number of options reviewed for the customer, but I don't believe we have a mechanism to force their behaviour.  

     MR. FAYE:  Okay.  And would you say that on average most of your power quality issues on the grid are generated by customer equipment?  

     MR. SIMPSON:  It would depend very much on the circumstance.  And as I said, some causes will be from the customer facility and some from the system side.  

     MR. FAYE:  Okay.  We have talked about the enablement of DG and EV.  Phase balancing, single-phase imbalances, this is sort of a long-standing problem on most rural-type systems, I suppose.  And lightly loaded areas where you can't just shift one customer between phases, it might be a problem, but in terms of big system problems, this thing is not big, is it?  

     MR. SIMPSON:  From the customer's perspective it can be a big issue.  And I will return to an example we have where there are two customers we're aware of where they cannot connect their generation onto their single-phase lateral.  And with the application of the energy storage this is probably a very cost-effective way to get those resources connected.

So it is an issue for certain customers.  

     MR. FAYE:  Okay.  Sort of isolated circumstances from the sounds of it, though; would that be right?  Someone is on a single-phase line, wants to put a solar panel or array on the roof, can't get it on.  Is that the sort of situation we're talking about?  

     MR. SIMPSON:  The issue arises where the phase imbalances is more than 10 percent, and that's where we would have to put in some measures to correct it and allow that connection. 

     It's worth pointing out, though, there are hundreds of small generator applications in Toronto, and our evidence shows that high take-up.  So it does affect a fair number of customers. 

     MR. FAYE:  Okay.  Good.  

     Critical load emergency service, I think we talked about.  And we understand that hospitals, government buildings, any large institution is not going to benefit from one of these units; is that correct?  

     MR. SIMPSON:  Not a large, major facility.  

     MR. FAYE:  And that's what a hospital would be, obviously, right?  

     MR. SIMPSON:  Sure. 

     MR. FAYE:  Yes.  Temporary station maintenance load displacement, I think we talked about the fact that -- no.  We talked about station ancillary services having already a DC system to power them in the event of an outage. 

     And temporary station maintenance load displacement, if that was 400 kilowatts and you're feeding downstream customers, how many residential customers could you keep in service with 400 kilowatts?  

     MR. SIMPSON:  If we assumed an average diversified load there of about ten kilowatts a customer, that would give us our roll-up.  But it would depend very much on the type of area, how many houses in your example are on that feeder or lateral.  

     MR. FAYE:  So about 40.  If they're ten kilowatts per each, there is 400 available -- 

     MR. SIMPSON:  That would allow a coverage for a short outage, yes. 

     MR. FAYE:  Okay.  That's all I want to do on that.  And now I have two small subjects to cover, and then we're done.

So this first one is to do with reliability.  It's a 

follow-up to a question of Dr. Higgin's of PSE's expert, concerns the SAIDI values that have been calculated in various parts of the evidence. 

     So there was a question of Mr. Fenrick on page 77 of the day 2 transcript, and perhaps it would be worth pulling that up quickly just to have a look at.  We're looking at line 6 on page 77.  Dr. Higgin's question is:

"What protocol did you use with respect to the definitions of SAIDI and SAIFI in your analysis?"  

     And Mr. Fenrick replied that the data was so-called all-in data.  So the outage data that was used included major event days, loss of supply, scheduled outages. 

     And then our understanding was that Pacific Economics used that same data, so a comparison of their results and conclusions is reasonable.  At least it is based on the same data. 

     But when we go to some of the information in the evidence -- specifically Exhibit 2B, section 00, page 8 -- our understanding is that this data here does not include major event days.  Do I have that right?  

     MR. PARADIS:  Yes, that's correct.  

     MR. FAYE:  Okay.  So on the 2015 and forward forecast, they're not comparable to the stuff in the PSE report or the PEG report.  We wonder, is it possible to make them comparable?  Like, reissue these charts with major event days in, so at least we're comparing apples to apples when we look at the evidence and the two expert consultants' reports?  

     MR. PARADIS:  We did mention in our evidence previously that we -- given the nature of major event days and what they do represent, which is circumstances that are beyond the design of the system and are extreme in nature, we do not generally forecast out major event days as part of our reliability projections. 

     There's a certain level of uncertainty, in terms of what types of events will turn out to be major event days, and we generally do not have projections for that type of reliability circumstances.  

     MR. FAYE:  So you only have that on a historical basis, then?  

     MR. PARADIS:  That would be correct.  

     MR. FAYE:  Could we ask PSE, then, to take the MEDs out of the data you gave them?  

     [Witness panel confers] 

     MR. KEIZER:  Sorry, are you asking -- is you're asking -- you're asking for an undertaking for PSE to amend their data?  Is that what you're saying?  

     MR. FAYE:  Yes, to make it consistent with the evidence here.  

     MR. KEIZER:  Can I just have a moment, please?

I guess it is not clear to me what analytical work is going to have to be done, you know, to -- if any analysis has to be done, or any models have to be redone. 

     I'm not sure what that necessarily would entail. 

     MS. LONG:  Maybe, Mr. Keizer, we can come at this a different way.  I think what Mr. Faye is trying to do is get consistent data between what the experts used and what Toronto Hydro used. 

     I am not sure if I understood Mr. Paradis' evidence to be that you generally do not include major event days, or that you cannot provide SAIDI and SAIFI with major event days included.  

     MR. PARADIS:  Yes.  We could provide historical numbers for major event days, which we have in our evidence. 

     We don't have a projection for what they may be in the 

future, as they are meant to be extraordinary in nature, and therefore not predictable, or projectable, if you will.  

     MR. FAYE:  Well, based on historical data, could you not make some sort of a projection that would be not unreasonable?  

     MR. KEIZER:  I will allow the witness to answer, but I have a hard time with that.  

     [Witness panel confers] 

     MR. KEIZER:  My assumption is that would have to be based on some sort of model or probability scenario of whether a major event day is going to happen or not going to happen.  

I don't know if you can necessarily come to within any degree of accuracy as to what it would be in the future based on just simply eyeballing the data and saying:  Let's draw a trend, given the fact that major event days are something that is beyond their control. 

     MR. FAYE:  That's true, but SAIDI and SAIFI -- this whole system is not based on much of a statistical model.  It's just gathering a whole bunch of data and dividing one number by another. 

     So I'm thinking even taking an average of MEDs over the last ten years or 20 years –- you know, whatever seems historically reasonable -- and add it into this graph.  It at least gives us something that -– you know, there is some confidence we're not comparing apples to oranges. 

     MR. KEIZER:  I just don't know that you -- you still may be comparing apples to oranges, because of the methodology by which it is created in one scenario may be very different than if we simply just take an average and draw a straight line. 

     I think, if you are asking for some predictive capability, if we all could put value in those predictions, we wouldn't be sitting here.  We would all be on our yachts in Florida, because we would be able to do that.

I think that is the same level of predictive power you are expecting these witnesses to provide, and I don't think it is reasonable.  

     MR. FAYE:  Well, I guess you understand where we're trying to get to.  We would like to be able to use these projections, and draw some conclusions from them as to whether they're reasonable or not.  And without all of the data in, basically they're not comparable.  

MS. LONG:  Mr. Paradis, are you looking for something, or are you going to answer that question?  Can you answer that question?

     MR. PARADIS:  I think it would be best if PSE answered, in terms of the appropriateness of the forecasts within the context of their benchmarking. 

     I can say that the historical information that was used to benchmark Toronto Hydro against US utilities and that peer group did include MEDs.

But as far as how they used that information to compare future performance to the peer group, I think it would be best for them to comment on the methodology.  

     MR. KEIZER:  Maybe the takeaway is that we could consult with PSE as to whether or not it is possible to remove the major event data, and to what extent that is an onerous exercise, and whether it actually can be done without having to do a complete re-think of any study or paradigm.  And if it's not possible to do, then we would explain why it is not possible to do. 

     Obviously if it is possible to do, then we would provide it.  

     MS. LONG:  Mr. Faye, is that a sufficient compromise?  

     MR. FAYE:  Yes, that is satisfactory. 

     MS. LONG:  Thank you. 

     MS. HELT:  So for the record, then, we will note that as Undertaking J5.3. 

UNDERTAKING NO. J5.3:  TO CONSULT WITH PSE AND ADVISE WHETHER MAJOR EVENT DATA CAN BE REMOVED FROM THEIR RESULTS, OR TO EXPLAIN WHY IT CANNOT BE DONE.  

     MR. FAYE:  Okay.  We're down to the last questions, and these ones concern your emergency management preparedness budget.  

     I apologize for not having this in the compendium, but if you could turn up Exhibit 4A, tab 2, schedule 4, page 10?

     MR. LYBEROGIANNIS:  Yes, Mr. Faye, I'm there.  

     MR. FAYE:  Scroll down a little bit.  All right.  It's a typo on my notes; it's page 1.  I thought I saw it go by when you first hit the -– okay.

     This is just to point out that the 2015 test year 

budget is 2.4 million for this.  And we asked you some questions in Energy Probe IR 45, and I think we will probably need to have that up on the screen.  

     Scroll down to part (e), please -- there.  

     So this was in the context of the 2013 ice storm outage, and we asked if you had your emergency preparedness, disaster preparedness program in place at that time:

"Have you done an analysis?  Do you have an estimate of how much better you would have done at restoring power, both in terms of how quickly and how much cheaper?"  

     And your answer was a succinct:  "No." 

     So the question I have is:  Does that answer mean that 

you didn't consider the effect of the disaster preparedness 

program that you were proposing on how one of these types of outages would be handled?  

     MR. LYBEROGIANNIS:  No, Mr. Faye.  The reason why we haven't conducted such an analysis is that, for one, the program itself is in the beginning stages.

And I guess if I can refer you to the independent review panel after the ice storm, one of the statements that was made in there -- and I can direct you to a specific reference -- is that to put this program in place is going to take considerable effort and a longer period of time. 

     And given that our program is not ramped up and up at a steady level, it is very difficult for us to speculate at what level the program will get to, and how that might have impacted a very complex event such as the ice storm that took numerous days to respond to and to clean up significant damage.  

So that is the reason why we have not conducted that analysis. 

     MR. FAYE:  So you are not able to say whether this disaster preparedness program would be of any use in a situation like the 2013 ice storm; is that right? 

     MR. LYBEROGIANNIS:  No, Mr. Faye, that's not correct.  

     MR. FAYE:  So then do you mean to say that you think it is of some use?  

     MR. LYBEROGIANNIS:  Absolutely we do.  The independent panel review and the report that is in the evidence -- and I can direct you to that -- make reference to a number of areas that, had the program been in place, if those areas were addressed there would be considerable value to having that program in place.  

     MR. FAYE:  Okay.  So I think that is the question we were asking here.  But when we got a two-letter response, we kind of thought maybe you hadn't even considered it. 

     So you have analyzed how your disaster preparedness program would help you respond to such an outage as you had in 2013?  Have you?  

     MR. LYBEROGIANNIS:  Yes, Mr. Faye, we have.  And the way it would help is outlined in the evidence, in Exhibit 4A, tab 2, schedule 4.

You directed us to page 1.  Beyond page 1, it speaks about the three general areas that the program addresses.  Namely, corporate disaster preparedness, that being the development of an incident management system and an incident command system; area number two, which would be a distribution system disaster preparedness plan, things such as scenario analysis and planning, including mutual aid; and the third area being training of staff, so for example providing staff with secondary roles that they can use during disasters that would assist the company in restoring power more quickly, exercising those roles, and of course testing those roles.  


So there are a number of areas that are discussed in the evidence.  

     MR. FAYE:  Yes.  I read them all, and they're all very interesting.  But they go to:  Here's what we're going to put in place.  To me the missing element is:  So how does that help you restore power faster?


Let's take it back one step from there.  This doesn't help you prevent a storm, does it?  

     MR. LYBEROGIANNIS:  If what you're referring to is an act of God or nature, no, it would not. 

     MR. FAYE:  Okay.  It is not going to help tree branches to stay up -- upright when they're coated with ice.  So you're still going to get the same damage that you would have got -- that you did get in 2013, right?  

     MR. LYBEROGIANNIS:  The extent of the damage in 2013 was very great.  So what this program would be targeting would be the response to that damage. 

     MR. FAYE:  Exactly.  Okay.  So what's missing in here is with all of the plans that you have here -- training staff, putting in a central command centre, and all of that stuff -- there doesn't seem to be a translation into:  And here's how it's going to help us.

And I am wondering, have you got any studies from other utilities that might be a little ahead of you on this subject that would give the Board some comfort that the money being spent on this is actually going to translate into faster response times, lower costs?  

     MR. LYBEROGIANNIS:  One of the studies which is in the evidence is the independent review panel, and that particular review, which was conducted by Davies -- and there's a response in one of the interrogatories that highlights all of the experience that Davies has had in this particular area responding to numerous storm events.  And in that particular report it speaks, I would say quite definitively, about the value that such a program would provide.  

     MR. FAYE:  Okay.  We will leave it at that for that particular part.  

     Do we still have 4A, tab 2, schedule 4 up here?  Yes, we do.  Can we go to page 13 -- no, I'm sorry.  Hold for a moment.  It is on page 1.  Looking at lines 9, this is the incident management system that seems to be an integral part of the emergency system you're proposing. 

     The utilities compared to are Florida Light & Power -- or Power & Light, Con Ed, Southern Cal, and US Department of Homeland Security. 

     And I'm wondering, does Toronto Hydro think it is in the same sort of disaster-prone areas as Florida for hurricanes, southern California for earthquakes, and Homeland Security for all manner of threats?  Do you think you have to prepare for that level of threat?  

     MR. LYBEROGIANNIS:  If I can just ask again, are you still on page number 1, line 9?  Or is that a different reference that you have?  

     MR. FAYE:  Oh, I'm sorry.  I am on page 8.  

     MR. LYBEROGIANNIS:  Page 8?  

     MR. FAYE:  Corporate disaster preparedness.  And it is line -- starting at line 8.  Do you see on line 11, 12, 13 there's some references to Florida Power & Light? 

     MR. LYBEROGIANNIS:  Yes.  And my reading of those lines is that the reason we are identifying those particular companies is because those are companies that are leading in the utility industry.  They have incorporated best practices when it comes to disaster preparedness response, and that is why Toronto Hydro is looking to those companies as role models in this area.  

     MR. FAYE:  And when you spoke about, in response to our IR, the need for a certain amount of staff, you mentioned that industry peers, an analysis of what they have, would indicate that you need X number of staff, I think it was eight.  

     Are these the peers -- Florida, Con Ed, Southern Cal -- are these the peers that you got that base number of people from?  

     MR. LYBEROGIANNIS:  These were peers that we did look at.  To give you an example, Con Ed and ComEd, if my memory serves me, have 23 and 33 people in their disaster preparedness programs.  What we are proposing here is eight.  So we would have looked to them for an indication of what would be an appropriate number, given the context that Toronto Hydro is operating in. 

     MR. FAYE:  Okay.  So you are not preparing for earthquakes and tsunamis and things of that nature?  You have scaled back the threat level, in other words?

     MR. LYBEROGIANNIS:  We would be preparing for disasters that may occur within Toronto's operating context, and an earthquake may very well be one of those.  

     MR. FAYE:  That might come as a surprise to most of your customers.  However, you're right.  We are in an earthquake-prone zone; it just doesn't happen very, very often. 

     Did you look at Canadian peers?  I'm thinking of areas of the country that really do have serious threats, like the Maritimes.  They get hit with hurricanes all the time, like the west coast, Vancouver, very earthquake-prone.


Did you look at disaster preparedness programs that those utilities have?  

     MR. LYBEROGIANNIS:  Yes.  

     MR. FAYE:  And how would that compare to what you are proposing?  

     MR. LYBEROGIANNIS:  One example would be we did look at BC Hydro, and we have compared against British Columbia as well.  

     MR. FAYE:  So how many people does BC Hydro have in their disaster preparedness group?

     MR. LYBEROGIANNIS:  If my memory serves me, it is approximately ten. 

     MR. FAYE:  Ten.  Anything from Newfoundland Light and Power?  

     MR. LYBEROGIANNIS:  I don't have that information with me. 

     MR. FAYE:  And anything from New Brunswick or Nova Scotia Power?  

     MR. LYBEROGIANNIS:  I don't have that information with me. 

     MR. FAYE:  Okay.  So you looked at the west coast at least.  All right.
I think I will leave it at that.

Those are all my questions.  Thank you.  

     MS. LONG:  Thank you, Mr. Faye.


Mr. Brett, I understand you are going to proceed next?


CROSS-EXAMINATION BY MR. BRETT:

     MR. BRETT:  Yes, I am.  And I thank my -- good afternoon, Panel and Madam Chair.  I thank my colleagues for letting me slip in here.  I have an issue at my office which I need to attend to.  


Just a couple of follow-ups first before we get into the meat of this with -- based on your conversation with Mr. Faye.  

     I think you discussed -- and this, I believe, is -- is it Ms. Rouse?  This may be for you.  I think you discussed with Mr. -- or from whomever -- with Mr. Faye the idea that the issue of -- that you were going to put the positive variances in assets in service over the three years, '12, '13, '14, as I understand it, in the previous ICM, you were going to put those variances into the opening rate base for 2015.  Did I hear that correctly?  

     MS. ROUSE:  Yes, both the positive and the negative variances will be reflected in the opening rate base. 

     MR. BRETT:  Both?  All right.  Can you tell me what the net number is?  Is it a net positive?  Or net


negative?  

I assume it is a net positive, from the way you conduct yourselves.  

     MS. ROUSE:  Are you referring to the OEB Staff 39?  

     MR. BRETT:  I'm sorry?

     MS. ROUSE:  Are you referring to OEB Staff 39 and the ICM variance?  

     MR. BRETT:  Yes.  I'm just asking the question.  What number would you be adding to the -- assuming it is adding, what number would you be putting into the opening rate base?  

     MS. ROUSE:  Assuming that we are just referring to the ICM aspect, the variance -– as you can see in 2B, OEB Staff 39, appendix A -- the net variance is 24.46 million.  

     MR. BRETT:  24 million?  

     MS. ROUSE:  That is correct.  

     MR. BRETT:  Okay.  And the second one was you have had -- this is for you, Mr. Walker.

You've had a discussion over the last couple of days with different folks about the use of what you call a unit price contract.  

     Is there a template or a model for that in evidence, to your knowledge?  I don't think there is, is there, the kind of unit price contract you typically use?  

     MR. WALKER:  I'm not sure what you mean by a "model" of it.  

     MR. BRETT:  Not a model; I won't use any fancy words.  

     You use a unit price contract, I think is what you told us, in contracting with a lot of developers. 

     I would like to see a copy of that contract.  Could you file a copy of that contract, presumably without a developer's name on it?

That's what I mean by a model; a sample, the type of 

contract you use.  

     MR. KEIZER:  And are you asking for any one in particular?  

     MR. BRETT:  No, I am not asking for any one in particular.  I am saying -- I am asking a common sense question.  He signs a lot of unit price contracts with a lot of contractors.  I am just asking for a typical contract.  

     MR. KEIZER:  Sorry, is there a particular part of the contract you are actually -- 

     MR. BRETT:  No, I am asking for the whole contract.  I want to see how it's basically put together.  

     MR. KEIZER:  I don't know if we have a standard form of contract.  I'm not sure if this is -- 

     MR. WALKER:  I think this would be panel -- oops. 

     MR. KEIZER:  Yes.  The next panel, panel 3, the person dealing with procurement will be on. 

     MR. BRETT:  All right.  Well, I can ask them.  Thank you.  Okay.  Let me move on. 

     Mr. Simpson, I think these questions will probably be for you.  I am going to start with the chapter on distributed generation, which is your -- I think you call it generation protection, monitoring and control?  

     MR. SIMPSON:  Yes.  

     MR. BRETT:  Let me say at the outset that my client is 

broadly supportive of this kind of initiative.  So my questions really are going to be fill in a couple of the gaps here. 

     I understand that you discussed in this chapter the fact that you have certain constraints which inhibit the company from doing distributed generation. 

     By way of introduction, there are two types.  There are transmission-level constraints and there are distribution-level constraints; correct?  

     MR. SIMPSON:  Yes. 

     MR. BRETT:  Now, on the transmission side, can you confirm that the -- as I understand your evidence, HONI is supposed to be making adjustments to the Leaside and the, I think, Manby station -- my notes say by the end of 2014 -- which would allow distributed generation to proceed basically free of transmission constraints throughout the Toronto TH franchise areas. 

     Have I got that right?  And I have a couple of follow-up questions on other transmission things that HONI are supposed to be doing. 

     But my notes say that those are two key things that were to have been done by the end of 2014.  

     MR. SIMPSON:  I can confirm that Hydro One has completed the upgrades for Leaside, Hearn and Manby, concerning the short-circuit ratings on those breakers; that work is complete. 

     MR. BRETT:  Okay.  Thank you.  

     The second piece of that is that I think at pages 18 and 19 -- and I don't think you need to turn them up unless you wish to -- I am just going from my notes here. 

     You state that the planned HONI system upgrades to the 

downtown Toronto 115-kV system would -- is it the right way to put it that these are being resolved by the Leaside upgrades?  

     MR. SIMPSON:  Yes.  They are one and the same, yes.  

     MR. BRETT:  Okay.  Thank you.

Then there is reference to the upgrade to the Scarborough East 230-kV transmission system.  Is that again linked into Leaside, or is that a separate initiative?  

Maybe I should elaborate here.  I will just read you 

the full sentence.  There is a reference to a "230-kV transmission system that should address most of TH's current short-circuit and thermal capacity issues."  

     Has that work been done?  First of all, have I got that characterization right, and has the work been done?  And if it hasn't, when does it get done?  

     MR. SIMPSON:  My understanding is that work is not generally holding up any connections for what we term the Horseshoe area, although planned work will continue.  

     That 230 is, of course, serving the top of Toronto, and the constraints are more at the station level than the transmission backbone.  

     MR. BRETT:  Okay.  So in other words, that 230-kV work 

doesn't really -- that's not the determinative factor as to the capability of the Horseshoe to accommodate DG products? 

     MR. SIMPSON:  Yes, in general.  And what -- I believe what is referred to there is some work planned for Richview –-

MR. BRETT:  Right. 

     MR. SIMPSON:  -- where there is a constraint which will be taken care of with the new technology. 

     MR. BRETT:  Okay.  That's helpful. 

     So does that mean, then, that, just from a 

transmission point of view, the downtown Toronto area -- or the central Toronto area is not constrained for DG throughout that area?  

I mean, leaving aside distribution issues, but from a transmission point of view, it is sort of clear?  Or is there any remaining transmission level obstacle?  

     And I say that because I know that I have a reference in my notes to some work on the Leslie Basin and Wiltshire 

stations, but those sound like stations up in the Horseshoe.  

     MR. SIMPSON:  Your first statement is valid, that Leaside, Manby, Hearn breaker work has removed the general constraint for the downtown.  We do have some distribution-level or station-level constraints in specific areas, but the overarching transmission constraint is gone.  

     MR. BRETT:  Thank you.

And with respect to the distribution, now -- well, first of all -- well, just generally looking at the program, as I understand it, you are going to spend about $20 million over five years and about 6 and a half million of that in 2015, right?  

Does that sound about right?  

     MR. SIMPSON:  The program is approximately $19 million, and I will have to check the figure for year 1.  

     Table 10 on page 27 of Exhibit 2B, section E5.5, 

shows 6.1 million for 2015.  

     MR. BRETT:  Yes, okay.  Now, am I right, this program that you are -- or rather, this work that you are making -- that you are doing, to speak a bit colloquially, to make the Toronto area -- the Toronto system more DG-friendly, you're not discriminating here or differentiating between renewable DG and other types of DG, are you?  

     In other words, in terms of DG proposals that you would be willing and be able to accept, you would include in these gas-fired DG?  

     MR. SIMPSON:  The improvements would allow connection of both conventional and renewable, yes. 

     MR. BRETT:  Right.  Yes, okay.  Now, do you have -- are you in the DG -- do you have any of your own DG as a utility?  I thought I had heard -- read somewhere a reference in the evidence to one small DG project that was being developed by the utility; is that correct?  Or not?  

     MR. SIMPSON:  The unregulated portion of Toronto Hydro has invested in a number of solar PV projects. 

     MR. BRETT:  Right. 

     MR. SIMPSON:  And has invested in about more than half the wind turbine. 

     MR. BRETT:  Sorry, half?  

     MR. SIMPSON:  We are also owners of 50-some percent of the wind turbine at Exhibition Place --

     MR. BRETT:  Oh, yes.  Right.  

     MR. SIMPSON:  Our generation resources are less than 2 megawatts --


MR. BRETT:  Okay.  So you're not --


MR. SIMPSON:  -- out of a system of 5,000 -- 

     MR. BRETT:  -- into the -- you're not in gas-fired distributed generation to any significant extent?  

     MR. SIMPSON:  No.  

     MR. BRETT:  Now, in looking at your -- the specifics of your program, I have a note here that it is perhaps two or three components to it. 

     One component is that your -- and the one that you are attending to immediately, as I understand it, is monitoring and control systems for all existing DG facilities; is that right?  

     MR. SIMPSON:  Yes. 

     MR. BRETT:  And beyond that, you have some work to do -- this is the bus tie at Richview that is an important factor?  Is that -- 

     MR. SIMPSON:  The equipment planned for Richview is a bus tie reactor, which will address the short-circuit constraint at Richview and allow more generation to connect.

MR. BRETT:  And is that a similar issue with respect to Leslie Basin and Wiltshire?  Are there short-circuit concerns there?  

     MR. SIMPSON:  They are also short-circuit concerns, but a different technical approach to solve it. 

     MR. BRETT:  You are addressing those as part of the program?  

     MR. SIMPSON:  Yes.  

     MR. BRETT:  And are there other stations that you are addressing as well as part of the -- are there other 

station-related issues that you are addressing in other stations?  

     MR. SIMPSON:  It is only those four stations planned.  

     MR. BRETT:  So in other words, is it fair to say that the remainder of the stations are okay, as far as there aren't station-level impediments for the remainder of the stations?  

     MR. SIMPSON:  That's generally true across Toronto, but I would urge you to look at figure 11 on page 20 of E5.5.  

     MR. BRETT:  Okay. 

     MR. SIMPSON:  And that gives you a snapshot of the existing constraints on the distribution side. 

     MR. BRETT:  Right. 

     MR. SIMPSON:  And so it's true that there are some constraints -- 

     MR. BRETT:  Okay.  I see what you're saying. 

     MR. SIMPSON:  -- outlined in yellow there which we continue to address -- 

     MR. BRETT:  So I noticed this.  In fact, I spent some time looking at this.  The areas that are in yellow are areas that are not, now, as we speak, free of -- they have short-circuit issues, but they will not after this work has been done?  Is that...

     MR. SIMPSON:  The four stations that we have identified here are the priorities.  There could still be some constraints in other areas, other specific areas across Toronto. 

     MR. BRETT:  Right.  As far as the central part of Toronto, the sort of -- for want of a better word, the downtown core, is that -- would those -- the work you are doing on these stations address that, insofar as it would make the downtown central area open to distributed generation?  

     MR. SIMPSON:  Yes.  To a large extent that handles Basin, Terauley, Cecil, Strachan, Windsor.  We'll be in pretty good shape after the investments, yes.  

     MR. BRETT:  Okay.  Now, as far as the -- I understand from your evidence why the control systems are important that you are going to install for all existing distributed generation. 

     You have some -- I think you forecast quite a significant increase in distributed generation over the five-year term of the plan, eh?  Going up to something like 635 MVA or MV? 

     MR. SIMPSON:  Forecast, yes. 

     MR. BRETT:  And just on that, there was, I think, 65 -- I have the number 65 megawatt as the amount that was being put in place in 2014.  Has that been done, that work?  

     MR. SIMPSON:  A large portion of those projects have gone into service.  That was primarily work with the TDSB solar program. 

     MR. BRETT:  Oh, yeah.  Okay. 

     MR. SIMPSON:  And currently there's 130 megawatts of DG connected in the Toronto system. 

     MR. BRETT:  Right.  Okay.  Now, then going forward, as I understand it, you'll -- as you put in new DG you will put in these control systems as part of the package, as it were, if you agree to connect -- I am not putting this very well.  But as new DG comes in and you get requests and you agree to do it, you will, simultaneously with that, put in the appropriate control systems and monitoring systems on your own facilities, to the extent they're necessary?  

     You won't have to go back and -- after the fact and kind of catch up.  That's what I'm...

     MR. SIMPSON:  Right.  The plan is there are approximately 375 existing facilities that require the monitoring and protection and control.  

     MR. BRETT:  Right. 

     MR. SIMPSON:  And the forecast new facilities -- there are approximately 968 of those -- they will at the time of installation have all of the protection put in place, and we are returning over the five years to get those original 375 with the monitoring and protection that we need. 

     MR. BRETT:  Okay.  So if I were -- so given the magnitude of this work, if you do the program as you have outlined here, will you -- what will the status be as of the end of -- as of 2019 with respect to the -- if I can put it this way, the availability of the system, the openness of the system to distributed generation?  Will it be -- and I guess with one exception, which I want to talk to you about separately, and that is, you have this 1:3 ratio on feeders that is sort of a -- as I understand it, a sort of limitation within a limitation. 

     But leaving that aside for the moment, will the rest -- will the system be open otherwise to DG throughout Toronto?  Or just in the downtown centrally?  Or what would the -- I mean, what would the status be overall?  As of the end of the five-year program? 

     MR. SIMPSON:  Yes.  With these investments, by year 2020 we would still have some capacity to connect new generation.  The type of investments allow us to best utilize the existing infrastructure so we can take the loading and other things into consideration real-time and manage those generation resources appropriately. 

     MR. BRETT:  Okay.  So, now, on the last one you mentioned, the loading considerations, is that the idea, that you, on any particular feeder, you have -- you have this principle, this IEE principle, that you cite or document or code, IEE 15.47, that sets out a ratio that, for any particular feeder, you can't have or you should not have -- best practice -- DG greater than a third of the load on the feeder. 

     Is that -- is that -- not to give you too many questions at once, but number one, is that an open-and-shut, clear-cut restraint?  Or is that something that you have regard to but you can do workarounds to, or --

     MR. SIMPSON:  It is fair to say that we're pressing that guideline as far as we can. 

     MR. BRETT:  Right. 

     MR. SIMPSON:  It is important to note that it is a joint system with Hydro One -- 

     MR. BRETT:  Right. 

     MR. SIMPSON:  -- insofar as the ratings of any of those stations and interface areas. 

     So what Hydro One feels are appropriate and what we feel are appropriate is a continuing dialogue, and we advocate on behalf of the connections to get us as much reasonably connected while still protecting the system.  

     And so a lot of these measures, the advance protection and control in particular, allow us to maximize that penetration with very high-speed devices and still protect the rest of the system.  

     And so in this area, I think we're pushing it as reasonably as we can. 

     MR. BRETT:  Okay.  And just -- I think I know what you're referring to.  Without getting into all of the clinical details of it, when you when you talk about the capacity of a feeder coming in at one of your TS stations, is effectively the practice that's followed with respect to that feeder a joint -- a matter of joint interest to you and HONI?  

     Or is this particular to DG in some fashion?  

     MR. SIMPSON:  Toronto Hydro and Hydro One jointly manage -- 

MR. BRETT:  Stations?  

     MR. SIMPSON:  -- the system, and Toronto Hydro has a 

progressive stance in this regard. 

     We manage a blanket of capacity for Toronto Hydro's area, which Hydro One has assigned us.  And so unless it is a project that's bigger than ten megawatts --

MR. BRETT:  Right. 

     MR. SIMPSON:  -- we do not need their explicit approval on the project, or technical review.  As a courtesy, we provide it 5 five meg.  

So we are managing the area directly, but it is in continuous discussion with Hydro One. 

     And that helps us make sure the investments provide the results, so that we don't make an investment on the distribution side, for example, without the corresponding transmission side investment, and therefore, you know -- 

     MR. BRETT:  Strand assets. 

     MR. SIMPSON:  -- stranding.  So it is always in concert.  

     MR. BRETT:  Okay.  Thank you.  

     If I could just move on, then, to another section that I would like to discuss with you, which is -- with you, Mr. 

Simpson, which is the local demand response at 7.10, section E7.10. 

     Now, I say I have a few questions in that area, not as many as I had in the first area. But is that an area that you look at as well?  

     MR. SIMPSON:  Yes, I will try and help.  

     MR. BRETT:  Okay.  Now, you speak of, in your evidence, the need to -- one of the preconditions to launching this program is to get the DR programs themselves approved. 

     I take it that -- I think you're referring there to the sort of rebooting of these programs, or the transfer of responsibility for them, a bit of both, to the IESO from the OPA, or --

     MR. SIMPSON:  That is a consideration.  What is more, I guess, important in this case is most of the conservation programs in the past -- and, indeed, contemplated for this next six-year period -- are directed at, you know, province-wide. 

     MR. BRETT:  Right. 

     MR. SIMPSON:  And what we're after that is different is a very, you know, specific targeted demand response program to provide relief in the Cecil area. 

     MR. BRETT:  Right. 

     MR. SIMPSON:  This program would be undertaken by 

Toronto Hydro specifically and, you know, unique across the province. 

     MR. BRETT:  So you need sign-off on that, essentially, from the IESO and/or OPA, or --

     MR. SIMPSON:  We're seeking funding from the OEB process here today --

     MR. BRETT:  Right. 

     MR. SIMPSON:  -- for this particular program. 

     MR. BRETT:  Right. 

     MR. SIMPSON:  The other province-wide or Toronto Hydro 

franchise-wide programs have their own funding formula and 

mechanism from IESO. 

     MR. BRETT:  Right, and the -- so the gist of this, as I understand it, is that, as you say, you're focussing it on specific circumstances of one particular station, the Cecil station, which has a sort of intermediate-term prospect, as I understand it.  It's going to require additional capacity in the medium term, either in the station or in the feeders, or both.  

     And what you are investigating through this program is the idea of having a demand response -- a demand-side response to this, rather than a supply response. 

     And I think you also are careful to point out that what you are looking at here is the extent to which this kind of a program, local demand response, can defer the need for additional wires investment; is that fair?  

     MR. SIMPSON:  Correct.  

     MR. BRETT:  And am I right in looking at this as a pilot program?  Effectively, you have chosen a station where the need for additional investment is not so close so as to not allow you the time to do this, to fully -- to do this demand response and assess it and so on, so you have some leeway. 

     I am surmising that if this works in the case of Cecil, that you would try -- you would wish to try and incorporate it into your normal way of doing business in the cases where it is appropriate; is that --

     MR. SIMPSON:  It is an important, you know, test or pilot for us. 

     In being responsive to some of the Conservation First -- 

     MR. BRETT:  Right. 

     MR. SIMPSON:  -- aspect of regional planning, we would treat demand response as a resource equivalent to a supply-side resource.  

And, yes, this has a lot of potential for us in 

deferring wires infrastructure, especially in heavily-loaded downtown areas like Toronto. 

     MR. BRETT:  And I guess you were -- I should have mentioned it maybe a little earlier, that this is in part responsive to a Ministerial directive as part of the Conservation First initiative to have more demand response, actually?  

     MR. SIMPSON:  Agreed.  

     MR. BRETT:  Now, you mentioned that storage is not part of this program.  But I infer, from your conversation earlier, that the reason is that there is a separate program for storage; is that right, essentially?  

     MR. SIMPSON:  A correction is in order there. 

There is an energy storage aspect to this local DR -- 

     MR. BRETT:  All right.  

     MR. SIMPSON:  -- at Cecil itself, and that is separate from the energy storage program that was discussed earlier today. 

     MR. BRETT:  Okay.  Yes, I recall that now. 

     Then the other thing is the -- oh, I have lost it.  I will come back to it.  

     Just in passing -- well, sorry.  In passing, I notice the University of Toronto, with -- although I am, you know, reasonably fond of my alma matter, the University of Toronto has what is called a dedicated feeder coming from the Cecil station, and that dedicated feeder has had about the same capacity on it for the last several years.  I assume that is because of the exemplary energy efficiency program the university has, and I know a bit about that. 

     But are there many customers that have dedicated feeders throughout the system?  Or is that a sort of an anomaly?  Or is that just the practical reality?  

     MR. SIMPSON:  If the customer is large enough and their connection agreement provided a dedicated feeder, then they would have it.  I think more properly here it's a bus actually dedicated for U of T and the number of feeders.  And so yes, appropriate, normal for something as large as U of T. 

     MR. BRETT:  And I guess -- okay.  That's fine.  Thank you.  

     Now, this program is reminiscent of, I think, a program that Consolidated Edison has had for a period of time in which they have gone, as far as I understand it, they have gone kind of feeder by feeder and assessed for each of many feeders the extent to which they can defer wire solutions by either CDM or demand response. 

     Have you looked at the Consolidated Edison program as part of the preparation for this, or...

     MR. SIMPSON:  We have considered that.  My understanding is that program also includes distributed generation resources too -- 

     MR. BRETT:  That was going to be my next question, yes.  Will yours consider that as well?

     MR. SIMPSON:  At the present time that is still in 

development.  The three main areas we're looking to harness are things that are familiar to the customers and that would be able to come on-stream fairly quickly.  And so those are variations on the Peaksaver program, where customers get paid to reduce load at select times. 

     And there is also a thermal storage program for customers in this area, and then there is the energy storage at Cecil itself.  

     MR. BRETT:  All right.  Thank you.


And the overall amount that you are hoping to get over the five years is something -- this is, I believe, on page 27, but I have 9.5 MVA; is that right?  Is that what is being targeted?  

     MR. SIMPSON:  You're correct.  The Cecil rating is about 238 MVA, and so we're seeking a little less than ten to defer other upgrades, yes.  

     MR. BRETT:  Okay.  So it's modest, but it is a step forward.  That is not a criticism.


Okay.  I am going to just switch back now for a moment, if I can, to topics that were being discussed earlier.  The first one I want to deal with is the increase in costs. 

     Now, I am talking not -- I think this is more for the remainder of the panel, the four folks on the right.  

     Now -- and I'm not going to get into a lot of documentation and -- because you have been through a lot of this, and -- but I am going to summarize my understanding of it, and that is this, that in the next five years over the term of the plan you are going to spend approximately $500 million a year in CAPEX; correct?  Each year for five years?

MR. WALKER:  Yes, that's correct. 

     MR. BRETT:  And in the last five years of the plan -- sorry, in the last five years ending in 2014, my notes say -- and this would be based on the information that is public to date -- that you are going to spend about 440 million a year on average for those five years.  Does that sound right?  

     MR. WALKER:  Subject to check. 

     MR. BRETT:  Right.  So that is an increase of -- that's an increase of, by my arithmetic, simple arithmetic, about 13.5 percent a year on average.  In other words, take that total block and compare it with the block in the previous five, it is a 13 and a half percent increase, right?  

     MR. WALKER:  Subject to check, I would agree. 

     MR. BRETT:  Okay.  Now, on this piece here -- you might want to turn up BOMA 1A BOMA 8.  This has been discussed by a number of people earlier, but I think I may need to use it myself.  I may not, but in the -- and the question we asked:

"In what manner is Toronto Hydro's forecast 2015 capital expenditures or its 2015-2019 average capital expenditure of 500 million per year comparable to the average capital expenditure of the last rebasing year, 2011?"

That's 440 million, and I just asked you about the last five years. 

     So my question really is, I suppose, mostly rhetorical.  But when you say "comparable," I think of -- I mean, everything is comparable, but I think the way you are using "comparable" here is it's a sort of smooth progression or very similar to what you had before, but it isn't really, is it?  It is 13 and a half percent higher, which amounts to $300 million more over five years. 

     That's not -- that's a ratchet.  That is a significant ratchet up, is it not, in spending?  


[Witness panel confers]

     MS. LONG:  Mr. Brett, just while the witnesses are looking for the reference, we are planning to break at about 3:00 o'clock. 

     MR. BRETT:  Okay.  That's fine.  I will be able to finish off one of these pieces.  


[Witness panel confers]

     MR. WALKER:  I'm sorry, I'm having a little trouble finding the right interrogatory.  There was one where we were asked to take -- we had shown a graph of the spends year over year over year. 

     MR. BRETT:  Right. 

     MR. WALKER:  Historically and looking forward.  And we had averaged out '12, '13 and '14, the --

     MR. BRETT:  Yes, I remember that.  Yes. 

     MR. WALKER:  And we were asked to split that out. 

     MR. BRETT:  Yeah.  Well, maybe a better way to look at it, what I did really is I looked at 2B, section E4.  And -- sorry, I just realized it was staring right at me here.

This actually does give you the historical spend from 2010 to 2013 actual, plus the -- what you had forecast as your actual spend for 2014, which was $589 million.  

     And my 540 -- sorry, my 440 is based on using the $589 million, and then I simply compared that with the 

average of the five years' forecast. 

     I mean, it's rough.  It is not to the -- you know, it is order of magnitude.  It is a pretty rough estimate, so it could be a couple of million dollars out on either side.  But that is what I did, I believe. 

     MR. WALKER:  Okay.  Well, what I was -- this actually 

illustrates it in dollars. 

     MR. BRETT:  Yes. 

     MR. WALKER:  If you look at -- if you remember that 2012 was the year after the rejection of our 2011 cost of service -- 

     MR. BRETT:  Right. 

     MR. WALKER:  -- that we went back, we filed our IRM and ICM applications, and we ramped up our program. 

     So 2012 is a bit of an anomaly.  

     MR. BRETT:  Right. 

     MR. WALKER:  That reference I was talking about was 1B SEC 5, but I don't think we need it now. 

     MR. BRETT:  That was an anomaly --  

     MR. WALKER:  We got our program started late, so we couldn't achieve the same kind of results as we typically do. 

     But if you look at the 2013 and 2014 numbers, and you compare those to our 2015 to 2019 projections, I think you will see that they are fairly comparable.  

     MR. BRETT:  Yes.  The 2014 I sort of regard as the 

flip-side of 2012.  I mean, you projected almost $600 million in CAPEX.  Now, you were approved for, I believe, 399.  So you ramped that thing up $200 million. 

     That's based on this forecast.  I don't know what you 

actually did, but based on the forecast. 

     So I regard this as a sort of put and take, you know.  The reason that is -- so anyway, I hear what you're saying about 2012.  Let's move on, I guess.  

     MR. WALKER:  If I may, I would like to address that.  

     MR. BRETT:  Yes.  

     MR. WALKER:  The comparability that we were talking about is the level of work that we're able to achieve and that we're able to achieve comparable levels, I believe.  

     But the reason for these levels of spend or the need that we have to address -- as we've talked about in our CIR application, we have specific needs we need to address in a number of different areas. 

     We do have some programs we have put into the CIR period that were not ICM-eligible, but that are important initiatives in servicing our customers and in reducing the risk to our system. 

     So that's how we established these levels of spend. 

     MR. BRETT:  I understand that; you have said that many times over the last few days, which is fair enough.  

     But now you said -- I thought that the question I started with, though, the way you answered the -- my 1A BOMA 8 was that -- I thought that was in dollars, was it not?  

That wasn't about -- I don't know whether we've got that up again here.  Could you put up 8 again, please, 1A BOMA 8, the beginning of it?  Yes, forecast capital expenditures.

So it wasn't -- the question didn't talk about your work; it talked about your dollars.  You just put back to me a moment ago that you meant to say your work was comparable.  That's not what I asked here. I asked about dollars.  So let's, you know --

     MR. WALKER:  Agreed.  And as I said, if you look at what we were able to achieve in 2013 and 2014 and you compare, that is where the dollars are comparable. 

     MR. BRETT:  All right.  So then the other point that was noted -- the other thing I asked you about and you answered in that same interrogatory was I asked you what the compound growth rate of actual CAPEX, capital expenditures, was over the historical period, 2006 to 2015. 

     And the answer was 12 percent.  Now, if you project that forward, you know, a few years, do you anticipate -- well, two things. 

     Number one, do you agree that a compound rate of growth of 12 percent is a substantial increase?  I mean, that's not -- that's a substantial expansion of a program over a period of years.  

     MR. WALKER:  I would not characterize it as substantial, necessarily.  I suppose that is a matter of opinion. 

     But I think it represents, again, the need to address the problems that we're facing in our system, the aging infrastructure.  You know, we have established that, starting in 2007, we recognized the need to address that aging infrastructure, and that is what we were attempting to do.  

     MR. BRETT:  This might be a time for a break. 

     MS. LONG:  We will take a break until 3:20.  Thank you.  

     --- Recess taken at 2:52 p.m. 

     --- Upon resuming at 3:24 p.m.

MS. LONG:  Please be seated.  

     Mr. Brett?  

     MR. BRETT:  Just to pick up, I understand you have something like 46 programs, investment programs, CAPEX programs.  And within those programs or within most of them you have a number of projects, right?  

     MR. WALKER:  Yes, that's correct. 

     MR. BRETT:  Now, my understanding is that in some of the programs -- some of the programs consist of projects that you really have to do immediately, upon request, almost as a matter of law?  In other words, because they have been laid out in the licence or in the Distribution System Code?

An example might be connecting customers when they're required to be connected; is that fair?  

     MR. WALKER:  Yes, it is. 

     MR. BRETT:  Another example might be -- might be doing certain changes to meters if, as and when required by metering -- by the Weights and Measures Act or by metering enforcement authorities.  Right?  

     MR. WALKER:  Yes, that's correct. 

     MR. BRETT:  Okay.  Now, I will come back to that in a moment.  I just -- I want to step back for a moment, and I'm sorry, I kind of got myself off on partly the wrong foot, but I will come back to that. 

     I wanted to first talk for a moment about projects before I talk about programs, before I go back to talking about programs. 

     And as I understand it -- and I -- if I understand your evidence, what you say is that the way your projects -- in each of your program areas, the way your projects are prioritized is that you -- effectively, it's a temporal thing.  You put the most urgent projects in the first year or second year and the less urgent projects in the out years of the plan, third, fourth, fifth years.  

     Now, I have a reference for that, but is that essentially a fair statement, that you -- I mean, the way you prioritize the projects within a particular program is basically you put the ones that are most urgent upfront, and then you gradually get -- you've got a five-year plan.  So you gradually work your way through and the least urgent are at the end; they're in the fifth year or the fourth year?  

     MR. WALKER:  I would be cautious in putting it quite that way, because conditions do change. 

     MR. BRETT:  Right. 

     MR. WALKER:  New needs emerge all the time.  We recently had a circumstance, two circumstances, actually, one in the west end and one in the east end, where we had a number of rapid cable faults.  We could not re-energize those cables and we had to install temporary overhead lines in to restore power. 

     So now we are adding that to the program as urgent projects, and that can happen at any time. 

     MR. BRETT:  Fair enough.  But -- I agree, I mean, you need to have that capacity to make changes as you go.  But my understanding is to start with, looking out at the beginning of the five-year plan, that is how you -- that's how you prioritize, and that is how you line the projects up; is that fair?  

     MR. WALKER:  Yes.  I mean, we do an engineering analysis.  We identify needs from an asset perspective and then we choose the ones that are of the - you know, the greatest concern, the most urgent, and those are the ones we're going to do first. 

     MR. BRETT:  Right. 

     MR. WALKER:  But the analysis is ongoing, and, you know, one of the reasons we didn't want to put a five-year project plan out is we know by year 5 there will be different requirements of the same type.

     MR. BRETT:  Right. 

     MR. WALKER:  You know, there's lots of assets past their end-of-life that need to be addressed, as we've talked about extensively here. 

     MR. BRETT:  Maybe we should just look at this, and I haven't looked at this citation for some time so I hope it says what I think it says.  But let's -- if we turn up 2B, section D1, pages 11 and 12.  

     MR. WALKER:  Sorry, was that D1?  

     MR. BRETT:  D as in "dairy," yes.  

     Now, page 11 first, perhaps.  Okay.  So would you just scroll down a bit further there?  And over to page 12, please?  Yes, all right.  Yes.  Projects contain -- just scroll down -- no, the other way, please.  Okay.  The last sentence in the first paragraph is the reference I was referring to:

"Projects contained in the later years of the Capital Expenditure Plan will involve assets of lesser priority relative to those projects in the first year of the plan." 

     Well, that is just what we were saying, I think. 

     MR. WALKER:  Yes, that's correct. 

     MR. BRETT:  Okay.  Now, if we go -- so based on that proposition or that set of -- that circumstance, if the Board -- and I don't wish to argue you about whether the Board should or should not do this.  That is for argument.  But if the Board wished to reduce your program by $100 million on the basis -- on whatever basis, they thought the impacts, rate impacts, were too high -- as I understand that, and given what this document says -- they could -- they could effectively stretch out the program?

In other words, it is sort of the converse, I think, of what Mr. -- Dr. Kaufmann was saying.  They could take the first three years of projects and do those over five years if they wished.  That would be consistent with the proposition that the most urgent projects are done earlier than later.  Right?  

     MR. WALKER:  No.  I think I would disagree with that.  The current view, when we do an assessment today of our needs, and we -- if we were to lay that out on a five-year basis, we would pick the projects that are of the most urgency and we would do them first, as we state. 

     MR. BRETT:  Right. 

     MR. WALKER:  But as I mentioned, this analysis is ongoing, and every year our assets are getting older and every year the need is growing.  So it's not as if from this point on there's no change in the risk that our system takes on for the rest of infinity and it is always going to be lower-priority projects. 

     Every year that we delay, our need grows, the impact on our customers grows, the impact on reliability grows.  So -- 

     MR. BRETT:  I don't think you are disagreeing with me.  What you are saying is you may change your view as you go forward.  Something may leap out and grab you by the throat, so you have to deal with it.  But --

     MR. WALKER:  No.  I'm not saying that at all. 

     MR. BRETT:  -- I don't think you're -- because presumably everything -- let me put it this way.  I'm sorry if I interrupted you. 

     Everything is -- it's a five-year program that you have designed, not a one-year program.  It is a five-year program.  And all those assets in that five-year program rank first from front to back in priority terms.  They all grow older together.  They don't shift around and change dramatically in their relative vulnerabilities, unless -- now, that may happen occasionally, but it is certainly not a systemic -- it's not going to happen systemically.  Otherwise your program in the first instance wouldn't be any good.  It wouldn't be correctly assigning the most urgent projects in the first year, and then second in the second year, and on for the five years. 

     So that is why in that sense I don't think we're disagreeing.  


MR. WALKER:  Well, I --

     MS. LONG:  I'm sorry, Mr. Brett, can you rephrase your question?  I've lost what your question is there. 

     MR. BRETT:  Okay.  Well, what I'm saying is -- what I'm trying to do here is, just so you know where I'm coming from, I'm trying to introduce the concept of a priority. 

     Now, my friends have said over and over and over again, in their evidence and in their written testimony, that they're all important.  They're all important.  Nothing is more important than anything else. 

     But this text that I just went to, pages 11 and 12, says that, no, no, you've got this series of programs, 46 programs, and within most of those programs -- not every one of them, but within most there is a bucket of projects.

And what this document says is the way he's organized -- the company has organized their five-year plan, they put the most urgent of those projects at the beginning to be done in year 1, and then the second most urgent are in year 2.  And then they go on year 3, year 4, year 5. 

     So I am saying that's very interesting to me, because that does display a priority, and if I am sitting there, what I'm saying is -- and I'm not trying to start an argument in terms of whether it should or should not be, and what the Board should or shouldn't do; that will 

come in argument. 

     But I think you could look at that and say:  Well, you know, one way we could, if we were so inclined, reduce this 

$500 million annual nut is to take -- instead of having 2 and a half billion over five years, we'll have 1 and a half billion or 2 billion. 

     But the way we will do that is to take the most, quote, "urgent projects" from the first three years, let's say, and do those projects over five years.  That's what I'm saying. 

     And my friend is saying:  No, no, no we can't do that, because somehow this list is going to change over time, or 

unexpected things will happen. 

     MR. KEIZER:  I think he should let the witness address -- 

     MS. LONG:  So your question to Mr. Walker is?  

     MR. BRETT:  And I'm saying -- I have actually asked the same question and you're saying:  No, that's not right.  

     Why is that not right?  I mean, aren't the priorities -- didn't you state in your evidence that you put the high-priority projects first, in year 1?  

     MR. PARADIS:  I think if I may use an example to illustrate what my colleague is trying to get at, in the context of the backlog that we've already discussed earlier, where 26 percent of our assets are deemed to be at end-of-life, there is a need for us to differentiate between a specific asset that is at end-of-life and requires addressing, and a worse asset that is also at end-of-life and needs addressing. 

     And so within that context, we use operational information and condition information that is available to differentiate between two assets. 

     And I think an example such as network vaults would be a useful one. 

     So if I take you to section E6.9 under 2B, page 21, we show the demographics of that population, and you can see that approximately half of that population of a thousand network vaults is past its useful life. 

     Within that context, if we could, we would like to address all of those locations in the first year of our program.  But clearly, that is not practical. 

     And at that point we have to use additional data points to differentiate and prioritize which one of those assets will get addressed first in our program for 2015.  

     MR. BRETT:  All right.  And I think what you're telling me is you choose, as somebody put it yesterday, the worst of the worst, the most urgent?

     MR. PARADIS:  Yes.  We would look at the assets that 

represent the highest risk. 

     MR. BRETT:  Okay.  If I can turn back again to the --

we were speaking a moment ago about programs, and the fact that certain programs that you have -- the jobs within those programs are jobs that you must do immediately. 

     We were speaking of the examples of the connecting customers up and also certain metering investments. 

     And another one I noticed would be -- or at least another example I would put to you would be a third-party request by a city transport or provincial transportation.  This is stuff that -- sorry, these are investments that you make under the utilities on private -- on public property legislation. 

     And I think that was mentioned earlier, where essentially you have to respond to these agencies and you have to do something.  And then you -- the legislation or your negotiations provide for some way of sharing the cost.

But you do have to respond immediately, right?  

     MR. WALKER:  Yes, we do. 

     MR. BRETT:  So those are programs that you have to address -- I shouldn't say they're programs; it's hard to get the language right. 

     But the subject matter of the programs are things that come at you as third-party requests, which you have to respond to for one reason -- pretty much right away.  

     MR. WALKER:  Yes, that's correct. 

     MR. BRETT:  Okay.  And then the -- the other situation which is like that is if you -- has elements of it is if you have an emergency situation where you have an outright failure, so you have to deal with that right away?  

     MR. WALKER:  Yes, we do. 

     MR. BRETT:  So that there's a subset of programs that are, in that sense, a little different from the remaining programs, the difference being, I believe, that the remaining programs are programs that you are essentially doing for -- the reason you want to do them sooner rather than later is economic and cost efficiency-related. 

     In other words, because your analysis tells you that if you don't do them now or soon, it's going to cost you more if you do them later; is that fair?  

     [Witness panel confers] 

     MR. WALKER:  Yes, I think that is fair.  For example, 

reactive replacement is more expensive than planned replacement. 

     MR. BRETT:  Right, right.  And that's sort of the structure on which your -- if I understand it correctly, that is sort of the structure on which your renewal programs and probably a substantial part of your capital plant programs are based, that it is better to do them -- it's better to do them now as opposed to five years from now.  

     Now, is that roughly fair?  

     MR. WALKER:  The cost element isn't the specific driver.  The driver is the needs of the customer and the risk to the system.  

     The costing determines the -- the model, the FIM model 

determines the point at which it is at its economic end-of-life, its optimal time to intervene from a cost perspective.  And we use that as part of our analysis. 

     MR. BRETT:  Right.  

     MR. WALKER:  But in the circumstances we're in, and you know, for the 26 percent of our assets that are past 

end-of-life and the 33 percent that will be by the end of the five years if we don't address it, they're already well past that economic end-of-life. 

     And that's -- you know, from a cost perspective, we're already at a point where we're having failures on our system that are costing us to go out and repair before we can get out there and actually replace those failing assets en masse. 

     MR. BRETT:  Just as a -- just as an aside, I take it that your -- and this is not meant to -- I am not asking for -- this is really not a question to sort of discuss in great detail your FIM, because others have done that probably better than I could ever do it.  

     But as I understand it, when you do your -- well, first, let me back up and say I guess there would be another project priority -- another reason why a project could become very urgent, and I'm talking about in a given 

year, and that would be, as I understand it, if the job was half-done. 

     I mean, if you had a half-finished compressor station -- Copeland, perhaps -- there is an argument that you need to finish that, otherwise your initial capital has been stranded.  

     So that would always have a high priority?  That would always be an urgent matter? 

     MR. WALKER:  Yes. 

     MR. BRETT:  Once you started something, if you have half-built it in 2014, you're going to complete it -- or in '14, you're going to complete it in 2015.  You're not going to wait until 2016 or '17. 

     MR. WALKER:  Yes, that's true.  And generally we would have started that project because it was considered to be an important project to begin with, so that's another reason why we would be carrying through with it. 

     MR. BRETT:  Right, right.  

     Now, you did say and -- you know, that the triggers for certain projects were -- you know, were -- well, I think you meant to say or you did say customer concerns and system concerns, you know, fear of failure and obsolete equipment.  And that, that points in part -- and I think you made this case in your -- point in your evidence -- that the -- you have reliability consequences and safety consequences of a lot of these investments. 

     At the same time, you're not guaranteeing a reliability improvement, as I understand it.  You are forecasting that reliability indices should improve, but you are not guaranteeing an improvement in reliability numbers from the expenditure of this 2 and a half billion  dollars.  Right?  

     MR. WALKER:  Yes, I would agree with that. 

     MR. BRETT:  Okay.  Now, why don't you do that?  

     MR. WALKER:  Well, I think we've already talked fairly extensively on that.  The reliability numbers that we're forecasting are really the outcomes of the program we want to achieve.  They're not the goal in and of themselves. 

     The goal that we're trying to achieve, or the goals, I guess, that we're trying to achieve are established in the four DSP categories of work. 

     We have -- you know, you mentioned the mandatory things, which are basically our system access types of investments.  We have our system service types of investments that largely address reliability more directly.  And then we have our renewal investments, which are intended to address the aging infrastructure, the 26 percent of assets that are past end-of-life.

And that's our intention in this program, is to address those requirements as expeditiously as we can. 

     MR. BRETT:  I understand that's the topology, and broadly speaking that's your, you know, your intention.  But from a customer point of view, reliability is critical, obviously. 

     And so from a customer point of view, a customer would say:  Well, we're going to pay for all of this capital and assets and service.  Why are we not getting a guarantee of an increased reliability?

Because as your surveys point out, I mean, that's -- that's what customers want.  They say:  Well, I have to pay for it.  But, you know, they want -- they would -- presumably a customer would want a guarantee.

But you seem confident enough, you know, to predict it and to utilize it in your benchmarking analysis, but you don't want to stand by it.  You don't want to guarantee it.  


[Witness panel confers]

     MR. PARADIS:  So in the context of this submission, we did provide projections, and those projections are projections that are -- based on the information that's available to us today and based on the proposed program -- highly likely as a consequence of the proposed investments. 

     And so in the context of the filing as it is proposed, we have a high degree of confidence that that outcome -- in terms of reliability -- is likely, and that's precisely why we have it documented in this context, to demonstrate the value that falls out in terms of reliability from our proposed investments in the different categories that Mr. Walker mentioned.  

     MR. BRETT:  Could I ask you to turn up 1A BOMA 8 again?  Page 3.  You see there in 2014 that you get -- you got approval from the Board in those two phases of the 2014 procedure for roughly $400 million, $399-odd million of CAPEX, and yet you have forecast for 2014 -- I emphasize you forecast -- $592 million of CAPEX; correct?  Subject to check?  

     MS. ROUSE:  I believe our updated forecast for the 2014 figure was 585.9 million.  

     MR. BRETT:  All right.  Sorry, 585.9.  You marked it down a bit. 

     Now, you -- gentlemen, you, I think, were asked about -- by Mr. Crocker a couple of days back, you know:  How is it that you seem to be willing to exceed, rather significantly in some cases, your approved capital spending?

In this case you were approved for 398 and you forecast spending 585, so that is about $200 million in excess, so 50 percent.  It is a large excess. 

     And I think you said, Mr. Walker, essentially you said:  Well, the way we look at it, you know, if we have the projects to do and we have the staff and it makes sense to carry on from an operational point of view -- and I am paraphrasing.  I am not quoting from the -- I don't have the binder with me -- then we will do it.  And I -- that's essentially what I heard you say to Mr. Crocker, I think.  

     Now, is that a -- well, let me ask you, is that a fair characterization at a sort of a high level of what you were saying?  

     MR. WALKER:  If we have work that emerges that we need to do to service our customers, then we will do that work.

     Mr. Brett:  And by "need to do," you mean -- you don't mean in that case an emergency, I take it, because you don't have $200 million worth of emergencies that you forecast in 2014. 

     In other words, you must be -- I sort of took you to be saying:  Well, you know, we've kind of got our machine up and running here.  We have the resources.  We have a long list of projects in front of us.  We'll just keep working.  

     And I guess my question is, you know:  What importance do you ascribe to a Board approval level for capital spending?  It doesn't look to me like you ascribe any, frankly.  

     MR. WALKER:  Well, from an operational perspective, we're looking at the needs of the system and the needs of our customers, and that is what we are making our decisions to do work on. 

     You know, if -- you say not everything is an emergency.  I don't think we're characterizing everything as an emergency.  An emergency is usually an out-of-power situation.  But declining reliability in a residential subdivision, for example, you know, if we have six cable faults in the space of a few weeks, that's a project we're going to undertake, because that's unacceptable service to a customer.  And we're going to do that work. 

     MR. BRETT:  Could I ask you, if you --


MR. KEIZER:  Sorry, Madam Chair, if I can just interject for a moment?

I guess I am confused, I guess, to some extent by the question that was asked.  And this is the issue of approval that is for CAPEX. 

     My understanding is that the approval that was given with respect to ICM was a funding approval.  It wasn't necessarily a limitation on capital expenditures.  It was the fact that that amount would be funded, and that the utility still would be able to exercise capital expenditures. 

     So I just think that -- I think it is only fair that we should properly characterize the nature of the approval in question.  

     MR. BRETT:  Well, with respect, I'm not sure that that's -- I'm not sure that I agree with that. 

     I think that, you know, once capital is spent, one way or the other, it is going to find itself in the rate base with either -- maybe with a slight delay, and customers are going to pay for it. 

     So that the notion that you can crank up your machine and spend $200 million more than you said you were going to spend initially doesn't -- that doesn't seem correct to me, because ultimately, once it is spent, it is going into rate base. 

     Unless my friend is saying that, you know, the customers can challenge that $200 million and say -- assuming that the actual does end up being 585, you know, the customers could challenge that large number and say:  Well, you can't put that in rate base. 

But that is not a practical outcome, in my view.  That's not going to happen.  

     MS. LONG:  Well, I imagine we will see quite a bit of this in argument.  But to the extent that you have questions for Mr. Walker, perhaps you can pose those and leave the rest for argument. 

     MR. BRETT:  All right.  Fair enough.  I think I have asked the question, Mr. Walker, and I actually -- the other -- when Mr. Keizer decided to intervene, I was in the process of moving on to another subject, which I will do.  

     And the next question is:  Could you confirm for me that you don't put any asset into rate base unless -- unless and until that asset is energized?  

     Now, can you -- can you confirm that to me?  

     MS. ROUSE:  Yes, we do not put anything into rate base until it is considered energized. 

     MR. BRETT:  So for example, if you were -- let's say you were to do the civil work on a particular project in year 1, whether it's ducts for underground fibre, or cable -- let's take that example, but you haven't gotten the wire in yet.  

Am I right in thinking that that civil work, the construction of those ducts, would not be put in rate base?  

     MS. ROUSE:  We follow the definition that was approved by the Board in the phase 1 and 2 ICM Decision, which is consistent with our capitalization policy that we put stuff into service when it is used or useful.

So I use the term "energized" to be synonymous with ISA in-service additions. 

     MR. BRETT:  I'm sorry, yes.  Well, in-service additions is what I'm talking about.  They are -- in-service additions mean going into rate base, right?  

     MS. ROUSE:  Yes, that's correct. 

     MR. BRETT:  And the Board talked about, in its Decision -- and it talked very briefly about this, but it talked about the test being whether the asset is used or useful, right?  

     MS. ROUSE:  That is correct. 

     MR. BRETT:  And what I'm asking you to confirm for me is that in the case -- the example I gave you where you put conduit in the ground but did not put a wire into it and there was no electricity running through it, that that conduit would be neither used nor useful.  So you would not put that into rate base. 

     MS. ROUSE:  Actually we do consider our civil assets to be useful. 

     MR. BRETT:  Sorry? 

     MS. ROUSE:  We do consider our civil assets to be useful. 

     MR. BRETT:  Well, no, I'm speaking of this particular civil asset. 

     So you do consider all of your civil assets to be useful, and you put them into rate base as you do them?  

     MS. ROUSE:  Yes, that is correct. 

     MR. BRETT:  All right.  Well, that's something I didn't understand.  Okay.

     I am trying to keep up with exactly where I'm at.  I think I have another ten minutes.  Sorry, that is my 

responsibility.  I am getting to the close, to the end of this. 

     MS. LONG:  You are getting close, Mr. Brett.  

     MR. BRETT:  I had some questions for you on the question of the relationship between -- well, just let me -- give me a moment, please.  

     My understanding is -- and this is a fairly general 

question.  Perhaps you could just confirm that this is your 

understanding, that under the RRFE, the Board supports -- the way they put it is they support a comprehensive approach to rate-setting, recognizing the interrelationship between capital expenditures and OM&A expenditures.  

     Is that your understanding, as well, of the way the Board looks at this?  

     MR. WALKER:  Well, I confess I'm not an expert on the RRFE as the -- you know, the details; let me put it this way.  But that is my understanding, yes. 

     MR. BRETT:  Okay.  Actually, as I look at these questions, it may be -- some of these questions are better asked of panel 5, so I am just going to quickly scroll down here and see if I have any that are –-

Now, this may have been read to you, this may have been asked to you before.  I am not quite certain; I can't remember.  But it is 2B-D3, page 11.  

     I will just read this sentence to you.  The print is pretty small there, but my writing is large, so I am going to read from my notes. 

     The statement I have is that you say in your evidence:   

"As investment programs are developed, interrelationship between these programs and corresponding maintenance programs are assessed.  For example, if TH plans to replace a substandard asset, maintenance activities on that asset type can be phased out.  This approach allows TH to maintain assets and to utilize an asset's full lifecycle where it is prudent to do so, or replace them, which is expected to achieve maintenance cost savings by reducing maintenance activities."

     Now, do you agree with that?  Is that a proposition that you follow?  

     MR. LYBEROGIANNIS:  Yes, Mr. Brett.  

     MR. BRETT:  Okay.  Now, one last question on this, because I think Mr. Rubenstein covered this area very well yesterday and I don't want to repeat it.  

     This may be a bit -- well, if you have a new asset, if you have replaced an old asset with a new asset, as a general rule, would it be fair to say that that new asset required less maintenance?  


The example I think of -- and maybe it is just an example that doesn't have broad application, but you have your worst feeder program and you target feeders where you have had more than seven outages in a certain period of time. 

     And if you replace one of those old feeders that is having constant outages, then -- and maybe this is -- then it seems to me if you get a brand-new feeder in there, you're going to do different maintenance and overall less maintenance on it; is that not fair?  

     MR. LYBEROGIANNIS:  Maybe the best way for me to discuss this is through an example.  We can take a particular feeder, perhaps one that is on our worst-performing feeder list. 

     MR. BRETT:  Right. 

     MR. LYBEROGIANNIS:  Let's assume it is an overhead feeder.  For overhead feeders we typically would do, let's say, three types of maintenance.

One would be the standard line inspections, line patrols, and pole-testing work that would be associated with the overhead assets.

The second thing would be vegetation management, tree trimming.

And then the third thing would be any corrective work.  For example, if it is on our worst-performing feeder list we might decide to do a spot trim for that particular feeder.  

     We spoke yesterday with Mr. Rubenstein about the relationship that we saw between investing and replacing and renewing our assets, and reductions in corrective maintenance.  That's the third aspect. 

     MR. BRETT:  Right. 

     MR. LYBEROGIANNIS:  Whether it is a new pole or an old pole that is in the ground, we still have to do the three-year patrol in accordance with the Distribution System Code, so there is no reduction there.

Similarly, whether it is a new pole or an old pole, we would still be trimming the trees around that line. 

     So the majority of the O&M expenditures associated with our plant are not related to the age or the condition of the assets. 

     MR. BRETT:  Let's say it is an underground asset. 

     MR. LYBEROGIANNIS:  Yes. 

     MR. BRETT:  Go through the same analysis there.  You replace a bad feeder, one of your worst-performing feeders -- that is an underground feeder -- and you replace it with a new asset. 

     MR. LYBEROGIANNIS:  Yes. 

     MR. BRETT:  Presumably you would do less corrective maintenance because you would no longer have to -- you no longer have an outage every few months. 

     What do you do by way -- how does it affect the rest of your maintenance?  

     MR. LYBEROGIANNIS:  Generally speaking, it wouldn't have much of an effect -- 

     MR. BRETT:  Because you don't maintain -- you don't do maintenance on underground? 

     MR. LYBEROGIANNIS:  Exactly.  For example, we would still be going once every three years to inspect the submersible vault or once every three years to inspect the pad-mounted transformer. 

     MR. BRETT:  But you would not have to do the corrective maintenance? 

     MR. LYBEROGIANNIS:  Correct.  That would be where the -- 

     MR. BRETT:  And that is very expensive, because that is, as I understand it -- and this is why you do the worst-performing feeders, and I think I understand why you do that, but you have to -- if you have to respond to those on an emergency basis, that is expensive, right?  

     MR. WALKER:  Just for clarity, the worst-performing feeder work is largely work that is done within an existing year. 

     MR. BRETT:  Right. 

     MR. WALKER:  It's not -- it's very often the case where we're also putting longer-term capital work in place to address those circumstances, but in the meantime we're trying to manage the customer experience on that feeder, if you like, by doing more tactical-level things in the short term to mitigate the outages. 

     MR. BRETT:  The tactical-level things that you would need to do would be -- leaving aside your broader capital program, is you would have to go out and fix it, right? 

     MR. WALKER:  That's right. 

     MR. BRETT:  You would have to patch it?  

     MR. WALKER:  That's right. 

     MR. BRETT:  Okay.  Now, I just have one other area and a couple of brief questions and then I am finished. 

     This area was talked about quite thoroughly with Mr. Faye, and so I don't want to repeat what he said.  But it has to do with the -- your grid disruption plan or your emergency measures plan, dealing with the -- dealing with the outage, the rain and bad storm last winter. 

     You were asked, I think -- you were talking with Mr. Faye at some length about it.


My question really was -- just a couple of questions.  Do you recall with me that Mr. Davies, who conducted a study for you on this, had noted that most -- most -- many leading utilities, I think was the word he used, ensure that the person responsible for emergency measures or disaster relief -- however you wish to put it -- has a fairly senior position in the company?  I think he said that person was often a vice-president or a director.


What is the position of the person in your company that is heading that unit at the moment?  What is the rank or level, roughly?  

     MR. LYBEROGIANNIS:  The disaster preparedness program that is outlined and the expenditures associated with that would be led by a director. 

     MR. BRETT:  A director?  And is he -- do you have a person in that position now as the director?  Of that -- at that level?  

     MR. LYBEROGIANNIS:  We have an individual who has stepped into that role, yes.  

     MR. BRETT:  And is he a director?  

     MR. LYBEROGIANNIS:  Yes, he is. 

     MR. BRETT:  Now, Mr. Davies also noted in his study -- I think this was at page 26 -- that in 2011 and '12, TH downsized its group of full-time emergency management professionals from four to one.  Is this still the case?  Is there at the moment one full-time energy management professional?  

     MR. LYBEROGIANNIS:  So the one particular individual that is referred to in this report is the one individual that is -- resides within our enterprise risk management function, and that individual has been looking after corporate disaster preparedness.  The director that I mentioned to you is a second role, separate from that individual. 

     MR. BRETT:  So the intent is that the director will have his own separate organization?  Is that what you're building there now?  

     MR. LYBEROGIANNIS:  Yes.  

     MR. BRETT:  And that is what you discussed with Mr. Faye?  

     MR. LYBEROGIANNIS:  Yes.  

     MR. BRETT:  And would it be fair to say that while Mr. Davies did have some -- did have some positive things to say about the company's reaction to the disaster, or to the storm, that he did have -- as I count them -- something like 25 separate recommendations as to how things might be improved?  Is that fair?  

     MR. LYBEROGIANNIS:  Yes, the report has those recommendations. 

     MR. BRETT:  Okay.  Thanks.  Those are my questions.  

     MS. LONG:  Thank you, Mr. Brett.  

     Mr. Dumka, do you have an idea of how long you think you will be today?  I'm just looking at the clock and wondering whether we should get started or start tomorrow. 

     MR. DUMKA:  I have somewhere between 30 and 45 minutes.

MR. KEIZER:  Madam Chair, I had understood the estimates -- we're trying to stick to them, and we understood that the Society had 30 minutes in the last estimate.

I am concerned, given the number of our issues, with trying to schedule next week, which is still not yet resolved, and the panels yet to come, that we're going to continue to see an expansion.

     MR. DUMKA:  Well, to put this in perspective, I had 15 minutes for the previous panel and I asked no questions, so if we're looking at the total time line, I am within that.  

     MS. LONG:  I am prepared to give Mr. Dumka a bit of slack, in that he hasn't asked any questions yet.  But that being said, I think perhaps we should start with you tomorrow.  

     MR. DUMKA:  That's fine. 

     MS. LONG:  If that's fine?  So we will start at 9:30, and then Mr. Dumka will be followed by the Board.

Ms. Helt, do you have an estimate?

     MS. HELT:  Board Staff will be approximately 45 minutes to an hour.  

     MS. LONG:  Okay.  So that should give you an idea, Mr. Keizer, when you need your next panel here. 

     So we thank the panel, and we will see you back tomorrow.  Thank you.  


--- Whereupon the hearing adjourned at 4:14 p.m.
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