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Monday, May 4, 2015

--- On commencing at 9:31 a.m.

MR. MILLAR:  Good morning, everyone.  I think we will get started.

This is the technical conference for the North Bay rate application.  The file number is EB-2014-0099.  My name is Michael Millar.  I'm counsel for Board Staff.  With me today is Stephen Vetsis.  And before we begin and get into any preliminary matters, why don't we just go around the room and take appearances.
Appearances:


MR. VELLONE:  Good morning, my name is John Vellone, with Borden Ladner Gervais, and I am joined by my colleague, James Little, counsel to the applicant, North Bay Hydro Distribution Limited.

And I will just let each of the four witnesses give their name, as well as their position.

MS. TENNANT:  Good morning, Cindy Tennant, and I am the finance manager at North Bay Hydro.

MR. PAYNE:  Matt Payne, manager of engineering at North Bay Hydro.

MS. CASSON:  Melissa Casson, regulatory manager at North Bay Hydro.

MR. BACON:  Bruce Bacon, rate consultant to North Bay.

MR. MILLAR:  Thank you.

MS. GRICE:  Good morning, I'm Shelley Grice, representing Schools Energy Coalition.

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

MR. HARPER:  Bill Harper, consultant for VECC.

MR. GARNER:  Mark Garner, consultant for VECC.
Preliminary Matters:


MR. MILLAR:  Before we get into the questions, Mr. Vellone, I understand there were a couple of preliminary matters?

MR. VELLONE:  There are, thank you.  We were in receipt of technical conference questions from VECC from late last week.  We've prepared written responses to those and handed them out to everyone in the room.  Perhaps we can get that marked as an exhibit first.

MR. MILLAR:  Yes.  Why don't we do that.  So that will be Exhibit KT, for technical conference, 1.1 and those are written responses to VECC technical conference questions.
EXHIBIT NO. KT1.1:  WRITTEN RESPONSES TO VECC TECHNICAL CONFERENCE QUESTIONS.

MR. MILLAR:  Mr. Harper, I am not sure if you have had a chance to review them, but presumably if you have any follow-up you can do so when it is your turn.

MR. HARPER:  That will be fine.

MR. MILLAR:  Okay, thank you.

Was there something else?

MR. VELLONE:  The second matter relates to a letter filed on Friday of last week.  This is in respect of an EDA report titled "emergency response task force" dated May 30th, 2014.  That report has been filed in confidence.  However, we have brought hard copies, as well as copies of the Board's declaration and undertaking, for anyone who would like to see it today.

MR. MILLAR:  Okay, thank you, Mr. Vellone.  Since this came in on Friday, obviously the Board Panel hasn't had a chance to deal with it, but certainly the general practice at the Board is, we treat matters as confidential upon request, at least pending a final determination by the Board on that issue.  So I would suggest we proceed in that manner today, and if people need to ask questions about it or if they need to see it they can sign the undertaking, but this will be still subject to, I guess, the Board's ultimate blessing of that, which will be dealt with in due course.

MR. VELLONE:  Okay.

MR. MILLAR:  Was there anything further?

MR. VELLONE:  That's it, thank you.

MR. MILLAR:  Okay.  Ms. Grice.  Or sorry, Mr. Aiken, you were going to go first?

MR. AIKEN:  Yes, I can go first, but my question is, are we going in a rotating style by exhibit?  Or do you do all of the Exhibit 1 questions first?

MR. MILLAR:  We haven't discussed that.  My suggestion was to be -- to go party by party, but if people have a different view on that, I think we can be flexible.

MR. AIKEN:  Exhibit by exhibit?

MR. MILLAR:  Okay.  I think the suggestion is instead to go exhibit by exhibit.  So we will take multiple rounds with multiple parties.  Okay.
NORTH BAY HYDRO DISTRIBUTION LTD.


Cindy Tennant

Matt Payne

Melissa Cason

Bruce Bacon

EXHIBIT 1 QUESTIONS

Questions by Mr. Aiken:


MR. AIKEN:  Okay.  I will start with Exhibit 1, and I only had one question on exhibit 1, and that is in the response to 1-Energy Probe-15.  And in that response you show the table --


MR. VELLONE:  What page number?

MR. AIKEN:  It is page 34.  In that table you show four different types of costs for each of the years.  And I am a little confused.  Are these costs for affiliates only?  Or are they affiliates and North Bay Hydro Distribution?

[Witness panel confers]

MS. CASSON:  The insurance and the meeting and meals are for our distribution board.  The holdco and generation line, those are our affiliates that we had included in error.

MR. AIKEN:  So when you say "included in error", have you updated your OM&A expense to remove those costs now?

[Witness panel confers]

MS. CASSON:  We haven't updated our O&M yet to remove these costs.

MR. AIKEN:  Okay.  And then let me jump from Exhibit 1 to Exhibit 6, because this is an overarching undertaking.  And it refers to 6-Staff-19, where the revenue requirement work form was filed in response, the updated one.

And my request is that you update the response and provide an updated revenue requirement work form in working Excel format for any additional changes that are made as a result of the response to the technical conference questions, and please include any such changes in the tracking sheet.  And I won't have to come back to that any more.

MR. VELLONE:  My mic isn't working.  Oh, there we go.  Can we get an undertaking number for that?

MR. MILLAR:  Yes.  That will be JT1.1.
UNDERTAKING NO. JT1.1:  to UPDATE THE RESPONSE at 6-Staff-19 AND PROVIDE AN UPDATED REVENUE REQUIREMENT WORK FORM IN WORKING EXCEL FORMAT FOR ANY ADDITIONAL CHANGES THAT ARE MADE AS A RESULT OF THE RESPONSE TO THE TECHNICAL CONFERENCE QUESTIONS, AND to INCLUDE ANY SUCH CHANGES IN THE TRACKING SHEET.


MR. AIKEN:  And that is all of my Exhibit 1 questions, thanks.

MR. MILLAR:  Anybody else?  Anything else for Exhibit 1?
Questions by Ms. Grice:


MS. GRICE:  I just have a few questions.  I just want to clarify, just back on the question that Randy asked, 1-Energy Probe-15 on page 34.  I just want to be clear, the understanding is once the holdco costs are removed then all of the costs in this table are related to North Bay Hydro and are not related to any affiliates; is that correct?

MS. CASSON:  Yes, the holdco and the generation costs, the line below it.

MS. GRICE:  So once they're removed?

MS. CASSON:  Yes, it will just be distribution costs.

MS. GRICE:  Okay, great.  Thank you.  Okay, I have a question related to 1-Energy Probe-2, and that is on page 13.  And this has to do with the operational review that was -- I believe is going to be undertaken during the test year.  We just want some more information on that operational review.

Specifically, could you speak to, what's going to be the work product of that review and what, in particular, North Bay is going to be looking at as part of that review.  So sort of two things.  What are you looking at, and then what is the end product?

[Witness panel confers]

MS. CASSON:  So that will include a review of the engineering and operations department and the work flow from the design of the job through to the hand-off to operations and the construction in the field.  We're going to be looking at finding efficiencies within the process.  And ultimately the deliverable will be to implement those efficiencies and implement best practices where we can.

MS. GRICE:  Okay.  So would this be done in a report format?  Is that something that you expect?

MS. CASSON:  Yes.  We would expect that.

MS. GRICE:  And what type of firm are you planning on retaining to do this review?

MS. CASSON:  Sorry?

[Witness panel confers]

MS. CASSON:  We're looking at a consultant in the field that's done this with other utilities.

MS. GRICE:  Was it like an engineering firm?

MS. CASSON:  I am not sure.

[Witness panel confers]


MS. CASSON:  The firm is FMR.  They have a broad range of consultants on board, of which I would presume some are engineering.

We've got this in -- just one second here.  In Exhibit 4, appendix 4D is a summary of what the operational review will consist of.

MS. GRICE:  Okay.  So is that like a terms of reference for the study?

MS. CASSON:  Yes, yes.

MS. GRICE:  Okay, great.  Thank you.

My next question has to do with 1-NBTA-7, and that is on page 43.  In the IR, there's a discussion of e-billing.  We just wanted to know what percentage of customers are currently on e-billing.

[Witness panel confers]


MS. CASSON:  We have approximately 21 percent of our customers on e-billing.

MS. GRICE:  And do you have a forecast for the test year on any potential increase in that amount?

MS. CASSON:  We haven't had much uptake in the last year or so.  It's been fairly constant, so there isn't a forecast for an increase.

MS. GRICE:  Can you talk a little bit about how you promote e-billing for your customers?

MS. TENNANT:  North Bay Hydro usually puts out a bill insert once a year.  We also have some messages on our bills.

We've run a couple of promotions so that they could, you know, win a small prize or whatever, do an uptake on the e-billing, so we're quite active with it.

When the customers call in and ask about questions on their bills, the customer account specialists also try to sell them on the e-billing, for the convenience of getting it faster and being able to see their history and everything.

MS. GRICE:  Okay, thank you.  My next question is on 1-SEC-1.  This is related to the attachment, and it's page 4 of the attachment from 1-SEC-1, which is the 2015 proposed budget document.

MR. VELLONE:  Page 67 of the IR responses.

MS. GRICE:  Sorry, fair enough.  Then it is the attachment, page 4.

Okay.  Just the line "working capital."  Can just let us know, what does that line represent?

MS. TENNANT:  You're referring to the 9.8 in the working capital, in the last column?

MS. GRICE:  Yes, yes.

MS. TENNANT:  So that is the calculation for the Board, working capital.  And that is prior to any rate increases, or the change in the cost of power.

MS. GRICE:  Okay, thank you.

MR. GARNER:  Can I just ask a couple of questions and then we don't have to come back to this?  Because I only have a question on this exhibit, so I have, I think, two questions.  One follow ups on Ms. Grice's question about the working capital.

How would I read the historic working capitals there?  So let's say 2008 through 2013, those are numbers that just fall out of a calculation, is that correct?  That's just the actual numbers that fall out of that calculation?

MS. TENNANT:  That is correct.

MR. GARNER:  So they don't particularly represent your actual working capital requirement of the utility, what you're using for float, so to speak, in working capital?

MS. TENNANT:  That's correct.  It is a point in time.  It's actually the working capital at a point in time at the end of the year.

MR. GARNER:  Right.  And do you have a calculation or a figure that North Bay uses in order to understand its need for working capital cash float, so to speak, you know, as opposed to what the Board talks about which is the regulatory calculation?  You know, the company's need for working capital?

[Witness panel confers]


MS. TENNANT:  We basically don't set it at a percentage.  We try to keep it around the Board's amount when we're looking at budgeting.

Sometimes with the year, where the year ends up -- especially at year end, because you can have, you know, different things that can affect the calculation.

MR. GARNER:  So what's the consequence of 2014's 4.1 percent -- just looking at the Board's numbers?

I mean, if I went back to the utility, would somebody be saying we were really short of liquid cash in the utility and we were doing something?  Would I see something that corresponds to any reality with inside the utility with these numbers?

MS. TENNANT:  The 4.1 is the budget number that we had.  It wasn't the actual year, that 4.1.  And that was actually a budgeting error, and we decided then to borrow some money and get our working capital higher.

MR. GARNER:  Do you know what amount that would be?

MS. TENNANT:  Yes.  We borrowed six million in 2014.

MR. GARNER:  Of short term?

MS. TENNANT:  No, a ten year loan.

MR. GARNER:  Okay.  But not short term, like, bank short term credit?

MS. TENNANT:  No, that's correct.

MR. GARNER:  Okay, thank you.  My second question really is to this whole table.  I haven't gone through it in detail, but I did go through a couple of figures, I think, with respect to what you had in your, you know, the compendiums, the tables, like table 2-A, the ones that follow and -- there's different tables for different parts of this.  Like this is OM&A and it also has other stuff.

For the 2015 year, maybe I will just ask it this way.  Taking the column labelled 2015 budget, would the OM&A numbers and the -- would these numbers all be comparable or the same as the numbers that are put in your application, the ones that were presented to the --


[Witness panel confers]

MS. CASSON:  These won't tie exactly to the tables in Exhibit 4.  There were some changes that were made subsequent to this package that was distributed.  And some of the things in our '15 budget would be, for example, the operational review is a full cash impact in '15 where, for the purposes of rate setting, we've amortized that over five years.

So there will be differences between these numbers and the tables.
Questions by Mr. Garner:


MR. GARNER:  I wonder if you could help me, and maybe by way of an undertaking.  Is there -- this is what I'm trying to get at, so I don't want to make it tricky for you.  I want you to see what I'm trying to understand.

I am really just trying to understand, what's the -- what, if any, significant difference occurs between what you have presented in the budget and what you have presented in your application.

So what you have just explained, as I understand it, would be more of a technical change, because you are actually just -- it's the way you're reporting it for rates.

I wonder if you could help me with that.  First, is there a major difference?  Was there any major differences between the Board's approval and what went into the application?  Or significant maybe is a better word.

[Witness panel confers]

MS. CASSON:  We can do an undertaking on that.

MR. GARNER:  I don't think your mic is on, but I heard you.  I don't know if the reporter did.

MR. VELLONE:  Can we get an undertaking number.

MR. MILLAR:  Yes.  Maybe we can reset the mics as well.  Sometimes they go.  It appears it is off.

MR. BACON:  Hers is off.  Mine is on.

MR. MILLAR:  Maybe you could turn it off and on and see if that helps.

MS. CASSON:  My button doesn't work.

MR. MILLAR:  You may have to share a mic, then, with your colleagues.

I'm sorry, the undertaking then is JT1.2, and Mr. Garner, can you give us a ten-word summary?

MR. GARNER:  The request is for North Bay to provide an explanation for any significant difference between the 2015 budget as approved by the executive or -- and as shown in this exhibit with what was filed in the application.

MR. MILLAR:  Thank you.

UNDERTAKING NO. JT1.2:  TO PROVIDE AN EXPLANATION FOR ANY SIGNIFICANT DIFFERENCE BETWEEN THE 2015 BUDGET AS APPROVED BY THE EXECUTIVE AND AS SHOWN IN THIS EXHIBIT WITH WHAT WAS FILED IN THE APPLICATION.

MR. MILLAR:  That is acceptable.

MR. VELLONE:  Yes.

MR. GARNER:  Thank you.  Those are my questions for Exhibit 1, and thank you, Ms. Grice.
Continued Questions by Ms. Grice:


MS. GRICE:  Thank you.  I just have one more question.  It relates to 1-SEC-3 on page 69.  The question is asking about North Bay's corporate scorecard.  And based on the response it indicates that North Bay does not produce a stand-alone scorecard.

So we just want to understand.  Does North Bay Hydro have an incentive pay program for its executives?

MS. CASSON:  Yes, we do.

MS. GRICE:  And so if there is no scorecard, can you just speak to, then, what is the process for setting objectives and targets and meeting an incentive pay for executives?

MS. CASSON:  Yes.

[Witness panel confers]

MS. CASSON:  On an annual basis, the personal objectives of each individual, they go through that.  The business objectives are also part of that.  And that would include meeting budgeted targets for net income, EBITDA, and those types of things.

MS. GRICE:  Do you have a formal document that sets out your corporate objectives that would fit into that process?

MS. CASSON:  We don't at this time, but that is something that we're working on.

MS. GRICE:  Do you have any other types of documents that help guide incentive pay that you could share with us?

MS. CASSON:  No, we don't.

MS. GRICE:  Okay, thank you.  Those are my questions.

MR. MILLAR:  Thank you, Ms. Grice.  I'm not sure if Mr. Harper has any, but Mr. Vetsis, I think, has at least one on this topic.
Questions by Mr. Vetsis:


MR. VETSIS:  This is in relation to the response to 1-Energy Probe-9.  I don't know what it is on the PDF, but on the document it says page 24.

Just generally speaking, you were asked to provide a table showing the bill impacts if you had excluded the effects of disposition of deferral and variance accounts.

So on the table itself, if we take a look at the Sentinel lighting class you will see a bill impact without DVAs of 9.66 percent.

In the original evidence in the application, which I think was on page 50 of Exhibit 1, the total bill impact including the DVAs was actually a decrease of 7.34 percent.

And generally speaking -- the question is, given these numbers, whether if your, you know, if your proposal stays as is now, the customers in this class will see for sure a pretty significant impact in the following year once the DVAs have disposed.

So have you done any engagement with your customers in that class to see if they're comfortable or at least aware of the upcoming bill impacts?

[Witness panel confers]

MS. CASSON:  No, we haven't done any specific engagement with the Sentinel light customers.

MR. VETSIS:  And given the swing that will happen, does your current proposal of no rate mitigation required remain the same?

MS. CASSON:  Yes, I would think so.

MR. VETSIS:  That's it for me.

MR. MILLAR:  Mr. Harper, did you have anything under this exhibit?

MR. HARPER:  No, I don't, thanks.

MR. MILLAR:  So I guess we will move to the Exhibit 2 now.  Mr. Aiken, do you want to start us off again?
EXHIBIT 2 QUESTIONS

Questions by Mr. Aiken:


MR. AIKEN:  Yes, I do.  2-Staff-2, please.  Just a couple of follow-up questions on that response.  It's page 93.

The first question is:  What's the status of the construction of the MS22 substation?

[Witness panel confers]

MR. PAYNE:  So actual construction of the project hasn't started yet.  The equipment has started to be procured for that station.  We've had ground resistivity studies done.  We have had a topographical survey done.  We've had the geotechnical investigation done, and the engineering services RFP has gone out to four bidders.  Those are due back, actually, this Friday.  And then construction will hopefully start in June.

MR. AIKEN:  And if construction starts in June, will it be completed before the end of 2015?

MR. PAYNE:  That's the intention, yes.

MR. AIKEN:  The cost of about 1.8 million, does that include the transformers that you purchased in 2014?  Or is that a different cost?

MR. PAYNE:  The 1.8 million is the 2015 costs, which do not include the transformers.  The transformers were bought and allocated against the 2014 year.

MR. AIKEN:  So what was the cost of those transformers purchased in 2014?

[Witness panel confers]


MR. PAYNE:  The total for the two transformers came to $325,488.00.


MR. AIKEN:  Has this amount been included in the calculation of the 2014 rate base?  Or is it in work-in-progress?


MS. CASSON:  In 2014, it's in work in process.


MR. AIKEN:  So it's not included in the 2015 opening rate base?


MS. CASSON:  That's correct.

MR. AIKEN:  Okay.  Next question is on 2-Energy Probe-19.


MR. PAYNE:  Page number, please?

MR. AIKEN:  Page 112, and it is actually on one of the tables that follow.  It's on the next page and, near the bottom of the additions column, the total before work-in-progress is $7,667,560.

How much of that is related to the transfer of smart meter-related capital expenditures into rate base at the beginning of the year?


MS. CASSON:  Just one moment.  That would be $3,428,350.


MR. AIKEN:  Did that include not only the meters themselves, but any software and hardware that --


MS. CASSON:  That is correct.


MR. AIKEN:  Okay.

MS. CASSON:  Yes.


MR. AIKEN:  The next question is on 2-Energy Probe-22, page 115.  Does the Bell FSA project impact the ratio shown for both 2013 and 2014?


MS. CASSON:  Yes.


MR. AIKEN:  Could you provide a version of this table with the Bell FSA contributions and gross addition costs removed?

MS. CASSON:  Yes, we could.


MR. MILLAR:  Undertaking JT1.3.

UNDERTAKING NO. JT1.3:  to provide a version of this table with the Bell FSA contributions and gross addition costs removed

MR. AIKEN:  Am I correct that this project involved about 3800 attachments to poles for Bell Aliant to provide fibre optic services?


MR. PAYNE:  I can't confirm the number, but it was a large amount.


MR. AIKEN:  Is there incremental pole rental revenues associated with this project?


MR. PAYNE:  Again, I can't confirm that amount.  There might be a few.  The majority of the poles Bell was already attached to, though, so there wasn't incremental on any of those poles.

MR. AIKEN:  So there was no incremental revenue?


MR. PAYNE:  I would have to confirm that.  I can’t tell you that there isn't a few new attachments on poles where Bell didn't exist where they now exist.  The majority of the project was done on poles where Bell already existed.


MR. AIKEN:  The next question is on 2-Energy Probe-23, the response in part (a).  This deals with fully allocated depreciation expense of your transportation equipment.


Part (a) of the response talks about the estimated allocation of costs between capital and OM&A.  But the response in part (b) indicates that all of these depreciation costs have been capitalized.


Can you explain why some of these costs were not allocated to OM&A?


MS. CASSON:  The 266, the 155,000 is capitalized.  The remaining balance is included in O&M.


MR. AIKEN:  Okay.  So the 266 is -- is that the total depreciation for transportation equipment?


MS. CASSON:  That's correct.


MR. AIKEN:  And so the difference of about 111 is expensed?


MS. CASSON:  That's correct.

MR. AIKEN:  Okay, now I understand.


Then my next question relates to 2-Schools-13, which is on page 159.  And it also relates to 6-Staff-19, which is the revenue requirement work form.


Can you reconcile the depreciation expense shown in the revenue requirement work form from 6-Staff-19 of $2,569,662, with the two figures shown in PP&E 2-CE of 2-Schools-13?

Just for your reference, those two numbers are $2,512,251 based on the fixed asset schedule, and $2,682,567, and 682,567.00, based on the depreciation expense, calculated in 2-CE.


You would have to do that by way of undertaking?


MS. CASSON:  Yes.  Can you just clarify what you are looking for there?

MR. AIKEN:  Yes.  Why do we have three different sets of numbers?  I understand the two different sets of numbers in 2-CE, but I had expected one of them, at least, to match what's in the revenue requirement work form.


It may have something to do with capitalized interest or whatever, but if you can just reconcile it.

MS. CASSON:  Okay.


MR. MILLAR:  Okay.  So it is undertaking JT1.4.
UNDERTAKING NO. JT1.4:  To reconcile the depreciation expense shown in the revenue requirement work form from 6-Staff-19 of $2,569,662 with the two figures shown in appendix 2-CE of 2-Schools-13

MR. MILLAR:  We're on the same page as to what it's --


MR. VELLONE:  Can you rephrase that one more time?

MR. AIKEN:  Yes.  Please reconcile the depreciation expense shown in the revenue requirement work form from 6-Staff-19 of $2,569,662 with the two figures shown in appendix 2-CE of 2-Schools-13.


Then my next question is on 2-Schools-16 (a). The response indicates that North Bay Hydro does not distinguish between discretionary and non-discretionary projects for the purpose of this filing.

So my question is:  Does North Bay Hydro distinguish between discretionary and non-discretionary projects for any purpose, and not just this filing?

[Witness panel confers]

MS. CASSON:  No.  We -- the projects that we line up, we base on prioritization.  We do not distinguish between discretionary and non-discretionary.

MR. AIKEN:  And my final question on Exhibit 2 refers to 2-SEC-24.  That's on page 175.  And in the table there you've got the breakdown of the tree costs.

So my first question on this is, what drove the significant increase in the tree costs contract administration in 2014?  You're going from 350,000 to 580,000.  Sorry, 18,000 to 78,000.

MR. PAYNE:  There are a couple of things that drives that.  In 2013 an engineering technician was partly involved in the work.  In 2014 he went full-time into the work due to the permissions required to remove the trees that we had to remove.  So that's a lot of his labour component.

The other issue, we had a huge backlash from the public on the program.  We've been running it for three years, but we hit a certain area of town that was very caring of trees, and we had to use some media and create a brochure that went out to all those customers.  So those are the two drivers to that cost.

It's -- yes, in 2014 that is the change.

MR. AIKEN:  Okay.  Then the next line, the cycle tree work, why was the amount in 2012 less than half the amount spent in 2010, '11, or '13?

MR. PAYNE:  That cycle didn't require the same amount of work.  I believe that year that we only did two parts of the cycle as well.  All of those numbers are based on awarded contracts from contractors.  So that's basically the reason.

MR. AIKEN:  So then what's driving the increase for 2015 from, say, 2013?  280 to 486?

MR. PAYNE:  The work that has to be done, and we actually went to our contractor who had the 2014 work, and he was allowed to provide numbers for this year's cycle, which was four sections, one cycle.  And the actual numbers that he provided were in excess of a million dollars.

So that 486 -- based on that 486 that we have budgeted we would only be able to do two parts of that work in 2015.  We have not awarded that contract yet.

MR. AIKEN:  Okay.  Those are my questions on Exhibit 2.

MR. MILLAR:  Ms. Grice, did you have any questions?
Questions by Ms. Grice:


MS. GRICE:  Yes, I do have questions on Exhibit 2.  Okay.  My first question is 2-SEC-16, part (a).  Mr. Aiken already took you to this IR.  It is on page 163.

You stated in your discussion with Mr. Aiken that you do not distinguish between discretionary and non-discretionary projects, that you line up 2015 based on prioritization.

I just want to understand, is that different than how you've done it in the past?  In the past when you have done your capital planning, have you distinguished between discretionary and non-discretionary projects?  Is there a change?

[Witness panel confers]

MS. CASSON:  There hasn't been a change in terms of discretionary versus non-discretionary.  The change that's occurred in '14, there was a more formalized process, in terms of prioritizing the projects.

MS. GRICE:  Can you just explain what you mean by that, please?

MS. CASSON:  In our DSP, in Exhibit 2 -- that's Appendix 2-A, I believe.

MR. PAYNE:  Yes.

MS. CASSON:  On page 98, that is the beginning of a series of matrix that are used to prioritize the project. So it would include -- it includes safety, the condition, O&M costs, technology enablement, reliability, environmental, operational efficiency, and aesthetics.  Within those pages is a description of how it is weighted.

MS. GRICE:  Okay, thank you.  Next question is 2-SEC-20 on page 169.  And in response to part (b), it states that North Bay does not have records tracking major event days for the historical period.  And I just want to better understand why the data doesn't exist.  Is it difficult to track?  Or is it just something that hasn't typically been done?

MR. PAYNE:  It just hasn't been done.

MS. GRICE:  And do you track it now?  Or are you still not tracking it?

MR. PAYNE:  In 2014 we haven't -- we did not track it.  In 2015, I think it is something we're going to consider tracking.

As in the rate base, we're trying to put together a new software package for all of our SAIDI/SAIFI stuff to be able to be more granular with it, so it is something we will look at doing.

MS. GRICE:  Thank you.  Just on the next page, this page 171 where you provided SAIFI and SAIDI tables, I just wanted to better understand what happened in 2010, where your total SAIFI and total SAIDI appears to be a bit of an outlier compared to 2007 to 2009.


MR. PAYNE:  I find that our SAIDI/SAIFI numbers fluctuates with the number of storms we have in the area.  I think that is a big contributor.  I can't confirm that with numbers, but I do believe that is a huge swing point for us.

At the same time, in 2010 I know there were tree issues as well in a certain area of town, where we had probably over 25 outages due to trees in one specific location.  It lines up with the change in our tree program.  It kind of started at that point where we started discussing it.

So those two things I would think would be contributors to that.  Again, I can't confirm with numbers.

MS. GRICE:  Okay, that's helpful.  Thank you.
Questions by Mr. Garner:


MR. GARNER:  Sorry, can I interrupt -- Mark Garner -- and just follow that up, because I had a question about that.

Somewhere -- and I'm sorry I don't have the reference right in front of me, but somewhere you have done pie charts that have contributions to outages, tree contacts, et cetera.  And it's not unusual to see a utility provide those in contribution to SAIFI and SAIDIs.

So do you do that?  I mean, that would -- those pie charts would imply that you do, but...

[Witness panel confers]

MR. PAYNE:  Can you restate that question again just so I am understanding it correctly?

MR. GARNER:  Well, it is not much of a question.  So maybe I will put it forward in a question form.

Here's what I'm trying to understand.  I believe that in the evidence there are pie charts that you provided that show the outages due to tree contact, defective equipment, you know, that type of thing.  There's a number of outage codes, so to speak.

And do you then create a table for yourself that shows the contribution in SAIFI and SAIDI of those items?

MR. PAYNE:  No, we do not.  That, again as to my response to Schools, we're looking at creating a better software so that we can easily do those types of things, and we don't have that right now.

Right now, we have a very manual process that has sheets that are entered into a very simple spreadsheet, and we haven't used that information to leverage a lot of spending decisions.

That's something that is -- that we're going to do moving forward, though.

MR. GARNER:  Okay.  I won't interrupt Ms. Grice.  I will let her finish.  But I may have more questions on that, but I will let –

Continued Questions by Ms. Grice:


MS. GRICE:  Okay.  My next question is 2-SEC-24, page 175.

Mr. Aiken had a discussion with you about some of the costs.  So can you -- can you just explain, under cycle tree work, what sort of activities are undertaken on that line item?  Is that tree trimming?

MR. PAYNE:  That's the main project; that is the trimming of our right-of-ways of all of our pole lines.

So that is tree removal, tree trimming and brushing underneath lines.  That is the majority of our tree work.  We provide a cycle, we get it priced through a contractor, and that is where all of those costs land.

MS. GRICE:  Are you able to provide us with the number of kilometres of tree trimming you have done by year, since 2010?

MR. PAYNE:  I cannot do that right here.

MS. GRICE:  Sorry.  Could you do it by way of undertaking?

MR. PAYNE:  Yes.

MR. VETSIS:  Thank you for asking for an undertaking as soon as our lawyer leaves.  But I think the number for that would be JT1.5.

UNDERTAKING NO. JT1.5:  TO provide the kilometres of tree trimming of the right-of-ways for the years 2010-2014, and 2015 forecast


MS. GRICE:  I will just restate it.  If you could you provide the kilometres of tree trimming of the right-of-ways for the years 2010-2014, and what you are forecasting for 2015?

And then off-cycle tree work; could you just explain the difference between that and cycle tree work?  I just want to make sure --


MR. PAYNE:  Off-cycle tree work is stuff outside the cycle we’re doing in a given year.  So if a customer calls and has an issue with a leaning tree, or a tree that is posing a hazard to the line or the public, that is where that will fall.  


It is a lot of danger trees, and things that maybe have grown sporadically and that before we were able to get back to it.  And so we take care of that under the off-cycle tree work.

MS. GRICE:  How does that differ from customer requested tree work?

MR. PAYNE:  I that I think that is a new category that was created -- well, it goes all the way back.  Again, I think it is an allocation issue there.  It's the same type of thing.

This one is definitely the customer calls in.  In the one above, it might be something that a line crew notices.  It might be something that the tree engineering technician notices, or the person at the time looking after the trees notices and deals with.  And it hits that budget instead of falling into the cycle work.

MS. GRICE:  Just a question on contracted menu.

You discussed the reason for the increase in 2014 being the environmental technician coming on full time, and you had to have some media work done in a brochure.

Then in 2015, the cost is consistent with 2014.  Can you just explain -- I just would have expected it, based on your answer, for it to drop off somewhat.

MR. PAYNE:  As with the contract work, the cycle tree work -- it's just as high and it involves the same amount of tree permissions required in 2015, if not more.

So that engineering technician -- again, he was part of the organization already; he just was reallocated to this work.  He is continuing in that effort in seeking tree permissions and handling the contractor.  So that stays the same.

We're continuing with our media releases and our brochures to the customers, and we're also looking into how we can supplement canopy in the City of North Bay.

That hasn't been confirmed yet, but it is something we are looking at because of the feedback we received from our customers.

MS. GRICE:  One last question just in this area.  I don't have the IR in front of me, but I believe your contractor bids for this work on a lump sum basis?  Or is it done -- or do the bids come in, you know, to clear a kilometre of line, to clear a tree on a unit basis?

MR. PAYNE:  Pre-2014, the cycle -- there's a map given, and there is a standard provided of how much clearance we require at all points around high voltage and low voltage.

The contractor goes out and bids each section in that cycle.  There are typically four sections in each cycle, and we get a price per each section, which then creates a lump sum.  That is how it is handled.

MS. GRICE:  But is the build-up to that on a kilometre basis, on a --


MR. PAYNE:  No, it's for that area.  So again, there is a map provided of what we want trimmed, the area we want trimmed, and there is a meeting before the tender is isn't in to us.

We drive around, have any questions -- but again it is here is the standard that needs to be applied of all places inside of this zone, and then you provide a price to do that work.

MS. GRICE:  How do you assess whether or not the lump sum price is reasonable, based on that work?

MR. PAYNE:  Again, there is someone that is on top of that.  The engineering technician that used to be someone else in the organization is now the engineering technician.  He keeps the contractor on what he is supposed to be doing.

So if we have an issue, we fall back to our specification.  If you don't meet the specification, you're going back to that location to trim that tree as per the specification.

All areas are checked for ensuring that clearance has been provided.

MS. GRICE:  Okay.  I get that that is sort of speaks to the quality of the work.  But it is more the level of the contract.

The submissions for the budget by the contractors, how do you know whether or not the bid that has come in for that work is reasonable from your end?

MR. PAYNE:  Well, we typically go out to five or six contractors.  We normally get at least three.

I think the competitive market drives that and allows us to see it.  I mean, that is the idea of going out to tender is we're getting that market price, hopefully.

MS. GRICE:  Do you have a bid in mind before you go out to tender, sort of what you think the work should cost?

MR. PAYNE:  We had a tree audit, I guess, an evaluation done.  So we've kind of got an idea.  Again we have included costs in 2015 which are well under the price that the one contractor has given us, and that is why we haven't awarded it and we're going out to hopefully find better pricing.

So, yes, we always evaluate price.  I mean we don't just blindly sign a contract.

MS. GRICE:  Okay, thank you.  My next question is 2-SEC-26.  That is on page 177, and the question related to the percentage of the capital plan that is contracted out.  And there were variances explained for 2010, 2011, 2013 and 2015 but not '12.

I note the percentage contracted is much lower in 2012 compared to the other years.

Can you explain that, please?

MR. PAYNE:  I think the variances are trying to show that in each of those other years, we had a major, or special, or unique project, albeit a substation project or, in the one example, the Pinewood project which involved replacing a back lot line with underground high voltage and new underground secondary services.  So again, that's a major one-time contract given out.

In 2012, we didn't have any type of that work, so it was just the civil work that is involved with the capital projects that are happening, which is basically pole setting, digging for poles and anchors, and any underground services that happen in that given year; that's what is contracted out.

So again, it is just based on what is happening in the capital program.

MS. GRICE:  Okay, thank you.  Next question, 2-SEC-27, page 179.  The question was asking how North Bay tracks internal capital costs compared to contractor costs.

You provided some examples of where your internal costs are actually less than the contractor.

And the experience that we've had with other utilities is that the contractor costs are actually greater than the internal costs.  So we just wondered if you would have any reasons to explain in your situation why you might be less than the contractor.

MR. PAYNE:  We found the exact opposite.  Our internal project costs have always been less than if we go and get a line contractor to come and do the exact same pole line.

Part of what I didn't show in this table was -- this was the awarded contract, the lowest bidder.  When we have the big guys from down south come up to North Bay, K-Line and Black & Mac, their price is normally two or three times our internal cost.

The firm hired in each of these situations is more of a local contractor.  They're out of the north.  And they seem to be somewhat reasonable in line with us, but we have never on a line project experienced a cost that is less than our internal budget.

MS. GRICE:  Okay, thank you.  Okay.  The next question is 2-SEC-28, and this is on page 182.  And in your evidence you've provided an Asset Condition Assessment Report, I believe in Appendix 2-B, or -- yes, Exhibit 2, Appendix B.

And we asked if you could provide a table that would show all of the units by asset type that fall into the categories of poor, very poor, fair, good, et cetera.  And you referred us back to the, sort of the 20 pages of evidence.

And I have just made up a table of -- showing exactly what we were looking for.  We were thinking that it would be helpful to the Board and the parties to have all of that information in one place so that we can just at a snapshot see what's happening in 2013 with respect to your major asset categories, how many are in poor condition, how many are in very poor condition, and then have some understanding of how many assets you plan to replace in response to that asset condition assessment.

So I would like to hand out the table, if I may, and just explore whether or not you would be willing to complete this table.

MR. MILLAR:  This will be an exhibit, Ms. Grice; is that right?

MS. GRICE:  Yes, yes, please.

MR. MILLAR:  Okay.

[Ms. Grice hands out copies of a table]

MR. MILLAR:  So this will be Exhibit KT1.2, and it is an Asset Condition Assessment Summary, a blank table provided by SEC.

EXHIBIT NO. KT1.2:  ASSET CONDITION ASSESSMENT SUMMARY, A BLANK TABLE PROVIDED BY SEC.

[Witness panel confers]

MS. CASSON:  We would need to refer this to METSCO, who did our ACA, to determine if we can pull together the summary.

MR. MILLAR:  So do I take it that is an undertaking to make an attempt to fill out the table, and I guess if there are some barriers you will report back as to what those are?  Is that okay, Ms. Grice?

MS. GRICE:  That would be great, thank you.

MR. MILLAR:  Okay.  So we will call that JT1.6.

UNDERTAKING NO. JT1.6:  TO MAKE AN ATTEMPT TO FILL OUT THE TABLE, AND IF THERE ARE SOME BARRIERS TO REPORT BACK AS TO WHAT THOSE ARE.

MR. VELLONE:  Shelley, can we get an electronic copy of the table so we can send it to the consultant?

MS. GRICE:  Absolutely, sure.

MR. VELLONE:  Thanks.

MS. GRICE:  Okay.  Next question, 2-SEC-29 on page 183.  We had asked for which assets in this application are run to failure, and the response was, distribution transformers are the only asset class that's run to failure.

Our question is whether or not this has changed since 2010.

MR. PAYNE:  No, that's been -- that's been the way we have done it since 2010.

MS. GRICE:  In the past, were there ever any other assets that you ran to failure?  Has there been a change in that way?

MR. PAYNE:  No.

MS. GRICE:  Okay, thank you.  Okay.  The next question is 2-SEC-33 on page 190.

MR. VELLONE:  Sorry, Shelley, before you move on, I just notice there are asterisks on 2-SEC-28 on the table you provided.

MS. GRICE:  Yes.

MR. VELLONE:  What are you looking for on those?

MS. GRICE:  Okay.  So in those categories you have different conductors, depending on the voltage and whether or not it's a one-phase, three-phase.  You have a breakdown of asset types in those categories.  You have different types of distribution transformers, overhead, underground.  So it needs to be broken out that way as per your evidence.

MR. VELLONE:  So expand the table in those circumstances?

MS. GRICE:  Yes, yes.

MR. VELLONE:  Thank you.

MS. GRICE:  Okay.  So on page 191 we had asked for a breakdown based on your capital investment planning of the quantities of assets that have been replaced in some of your major capital programs and then the cost of those replacements historically.

And in the response you indicate that you don't have the data at the level and category that's being requested in the spreadsheet.

So we've gone back and looked at the evidence, and we think in some of the categories, we just want to explore it further whether or not that data would be there.

So I'm just going to look at the capital table, Appendix 2-AA.  And the first line item under "system renewal", you've got transformer purchases for various jobs, and I believe they're under the system renewal category and the system service category.

MS. CASSON:  Sorry, can I get the page number for the table?

MS. GRICE:  It was updated in 2-Energy Probe-28.

MS. CASSON:  Thank you.

MS. GRICE:  So the first line under "transformer purchases".

What data -- I guess we're looking for, what data do you have regarding those transformers, in terms of quantities historically, and then how many are planned to be purchased in 2015?

[Witness panel confers]

MS. CASSON:  Which ones would you -- so the transformers?  Could we just go through your list of what you...

MS. GRICE:  Sure.  Yeah, just, we're just looking for data that you have with respect to the transformer purchases.  And I understand that there would be different types of transformers purchased there, overhead and underground.

MS. CASSON:  Yes.

MS. GRICE:  So we would be looking, if we could, for the breakdown between the types and then the corresponding cost.

Also, under metering, which is -- I was just looking for it on 2-AA.  Okay.  It is under "system service".  There are two metering projects, one for smart meters and then one for meters.  If you had any data about how many meters are being installed in each of those years under those two categories.

[Witness panel confers]

MS. CASSON:  We can attempt to gather information, the quantities, for those four.

MS. GRICE:  Okay.  And then for the other capital projects that we've listed, I just want to have a discussion about the difficulty that you have in tracking it the way that we have asked for it.  If you could help us understand that.

So for -- you know, the first one on the list is wood poles.  We were looking for how many you've replaced historically and what you are planning to replace in 2015 per year.  So the quantity of wood poles, and then what the corresponding cost is.

[Witness panel confers]

MS. CASSON:  So for example in poles, the way our system works is the costs go into a bucket of dollars.  We don't have a specific wood pole replacement cost, because there would be a significant number of variables each year depending on the construction we're doing.

So we don't have per job specifically tied to this is our wood cost replacement.  It is a bucket of dollars for each year that is dependent on our construction costs.

So to have a specific wood pole cost, it's more simplistic than what is actually happening.

MS. GRICE:  Okay.  Do you have -- could you give us an idea, though, of how many wood poles you have replaced historically per year, and how many you are planning to do in 2015?

It is just to understand sort of the magnitude, the pace of your replacement.  Is it consistent?  Are you doubling it in 2015?

MS. CASSON:  Yes.

MS. GRICE:  That's sort of what we would be looking for there.

MR. PAYNE:  Our target is 200 poles a year.  The ACA asked us to replace 319 poles per year over the next five years.  We've paced it at 200 to keep staffing at current levels.

I can't give you a cost to that, but I can tell you that that is the target and we've strived to meet somewhere around that level, because that kind of lines up with the total spend that we've seen over the past five years.  So that is the target for 2015, is 200 poles.

MS. GRICE:  Okay.  Then historically, how do the pole replacements compare to the 200?

MR. PAYNE:  I don't have those numbers in front of me.  I think it varies a little bit, but it's around that level.

MS. GRICE:  Could we get an undertaking for a summary of the quantity of wood pole replacements historically?

MR. VELLONE:  Yes.

MR. BACON:  Can I just check on the undertaking, because there was information that you asked --


MR. VELLONE:  I am going to take a shot at clarifying the undertaking, because there is three components as far as I can tell -- and Shelley, correct me if I'm wrong.

So there is -- this undertaking, what we number it would be, looking at appendix 2-AA, the capital projects table, a breakdown of the number of transformer purchases as between underground and overhead for the historical period, and the forecast.

Then a breakdown of the two line items under system service related to meter installments by number, as well as for the historical period as well as for the forecast.

And then this third piece, which just came up now, which is the number of wood poles replaced for the historical period and the forecast.

Is that correct, Shelley?

MS. GRICE:  Yes.  The only adjustment I would make is in your first item for overhead transformers.  I would ask if you could break out the cost between overhead and underground as well.

MR. VELLONE:  So number and cost?

MS. GRICE:  Number and cost.

MR. MILLAR:  Okay, I think that brings us to JT1.7.

UNDERTAKING NO. JT1.7:  WITH REFERENCE TO 2-SEC-33, appendix 2-AA, the capital projects table, to provide the breakdown of the number of transformer purchases as between underground and overhead for the historical period (broken out between overhead and underground), and the forecast; to provide a breakdown of the two line items under system service related to meter installments by number, as well as for the historical period as well as for the forecast; to provide the number of wood poles replaced for the historical period and the forecast; to provide the number of circuit breakers replaced in the last five years, and planned for replaceMENT, with the corresponding cost

MS. GRICE:  And not to confuse things, but I just have a couple of more questions just on the same line of quantities.

In terms of your low voltage cable replacement cost, is there anywhere in the evidence where you've provided how many kilometres or meters of low voltage cable has been replaced historically, as compared to what's planned for 2015?

[Witness panel confers]


MS. CASSON:  No, we do not have the detail for low voltage kilometres.

MS. GRICE:  Did you, or --


MS. CASSON:  No, we don't track that level of detail.

MS. GRICE:  Can you tell me how much low voltage cable you have in your system?  Is that something you can provide?

MS. CASSON:  At this point, I don't know how good our records would be for that.

MS. GRICE:  Okay.  And then just to go through the list, the ones we haven't talked about, circuit breaker replacements.  Is that an asset replacement where you can provide unit costs for?

Are you able to provide the number that you have replaced in the last five years, and what you are planning to replace and the corresponding cost?

[Witness panel confers]


MS. CASSON:  We will make an attempt to break it out of our pooled costs.

MS. GRICE:  Can we add that to the undertaking, please?

MR. MILLAR:  Okay, so that will stay as part of 1.7.


MR. VELLONE:  Yes.

MS. GRICE:  Then just a couple of more.  Just moving down the list to overhead switches, is it possible to break that out the same way?

MS. CASSON:  No, that one won't be possible.  The costs are pooled in buckets of different categories.

MS. GRICE:  And then what about underground primary conductors?

MS. CASSON:  Again, those are pooled.  They're not just -- we don't track just cable costs.  It is pooled costs.

MS. GRICE:  And then the last one, underground primary cable.

MS. CASSON:  That is the same thing.

MS. GRICE:  Okay.  I think we've got everything under that undertaking.

MR. MILLAR:  Okay.

MS. GRICE:  Thank you.  So I will move away from this one.

I am looking at Schools 2-SEC-34, 193. In appendix Q, you have all of your material capital project summaries that includes in-service dates.

Has any of that information changed as a result of the update of the capital projects table 2-AA?

[Witness panel confers]


MS. CASSON:  We haven't formally changed the dates.  Some will -- some will change, based on some of the projects in 2014 that are being completed in 2015.  They will push some dates off a little bit.

MS. GRICE:  Do you think some of these could be pushed outside of 2015?

[Witness panel confers]


MS. CASSON:  The goal remains to complete all of the projects in 2015.

MS. GRICE:  In the evidence, is there a table somewhere that shows all of the in-service additions, historically and forecast?

MS. CASSON:  Sorry?  Could you clarify?

MS. GRICE:  We're just looking for a historical tracking of the in-service additions for 2010-2014 actuals, and then the forecast in-service addition amount for 2015.

MS. CASSON:  Just a second.

[Witness panel confers]


MS. CASSON:  What we have in our continuity schedules -- are you looking for the detailed projects that make up the WIP amount?

MS. GRICE:  Just the amount, just the in-service addition amount.

MS. CASSON:  So on our continuity schedules, the additions in each year would be the in-service totals.

MS. GRICE:  Okay.  So it is -- I just wondered if there was a stand-alone table.

MS. CASSON:  There isn't a stand-alone table.  It would be in the continuity schedules in Exhibit 2.

MS. GRICE:  Okay.  And this is my last question.  Just generally, we just want to understand how and if rate increases were considered during your capital planning process.

So once you figured out sort of the amount of work what you had to do, and it would be in a rate impact of X, did you consider that rate impact is too much, we need to lower it?  How did that type of rate impact consideration play out, in terms of setting your capital plan?

[Witness panel confers]

MS. CASSON:  The overall review of capital was to keep the capital stable and not have to increase our employee complement.  So that was just the general review, that there wouldn't be any significant spikes in the capital spending.

MS. GRICE:  But then there wasn't another step that looked at the rate impacts and then went back and looked at the capital and made any adjustments?

MS. CASSON:  Once we had the budget set, we did talk to our capital in our customer engagement work with Innovative, so -- and we did an overall bill impact that included the amount we had set for '15, and we did specifically address the amount in capital in '15.

MS. GRICE:  And were any changes made to that capital amount?

MS. CASSON:  No, there were no changes made.

MS. GRICE:  Okay, thank you, those are my questions, thank you.

MS. CASSON:  Thank you.

MR. MILLAR:  Thank you, Ms. Grice.  We're going to look to take a break, unless, Mr. Harper or Mr. Garner, did either of you have five minutes or less on this topic?

MR. GARNER:  I don't think it will be five minutes or less, but...

MR. MILLAR:  It will be more than that?

MR. GARNER:  Probably.

MR. MILLAR:  Okay.  Why don't we take a break then and resume at 11:10.  Thank you.
--- Recess taken at 10:53 a.m.
--- On resuming at 11:10 a.m.

MR. MILLAR:  Okay.  Why don't we pick up where we left off?  Mr. Harper, did you want to go next?

MR. GARNER:  I think I am going to go instead of Mr. Harper.

But before I do, I'm sorry, I talked to all of the intervenors.  Maybe I can just ask you if we could follow up Exhibit 2 with Exhibit 4, and that will allow me to leave and minimize the overlap with my colleague here.

THE CHAIR: That's fine by me.
Questions by Mr. Garner:


MR. GARNER:  Okay.  So we were -- going back to Exhibit 2, I want to pull back a little bit and just get a little bit of a bigger picture of your capital planning at North Bay.

The first thing I would like to just understand is the difference between your 2014 capital budget forecast and your update.

There are two different numbers showing up, one showing a $900,000 variance; that's in the table that shows the Board's access you know, by those, those categories.  And then the other one is in appendix 2-AA, which I believe shows a $1.1 million, somewhere around there, difference.

And I just want to get from you, what is the difference between your 2014 forecast that you filed and your actuals?  What's the number that I should be talking about?

MS. CASSON:  So appendix 2-AA is a decrease of $1,191,291 and that includes contributed capital.  This table is our actual spend.

MR. GARNER:  That's the difference?  So this contributed capital makes up the difference between those two figures; is that what you're saying?

MS. CASSON:  Could I get the table of the other figure that you are referencing, just so I can --


MR. GARNER:  Sorry, I am just looking for it myself.  I have misplaced it.  It is just above the IR with the updated 2-AA.  So if someone could just pull that up?

MS. CASSON:  So would it be 2 AB or the DSP, the four categories?

MR. GARNER:  Yes, that is the one.

MS. CASSON:  So that table does not include contributed capital.

MR. GARNER:  Right, thank you; that is helpful.

Now, help me with the timing of this forecast and this update.  First of all – well, let me back up.

You gave an explanation as to the variances, I know.  But maybe just to help everybody and me, high-level, that's around a million dollar difference from your budget.  High-level, why did that happen?

I mean, your budget is about six or seven million dollars in between that.  So it is a significant dollar amount vis-à-vis the budget; it is not immaterial.

[Witness panel confers]


MS. CASSON:  So high level, we had the five system renewal jobs that weren’t completed by the end of 2014.

We had significantly lower costs for the substation transformers from MS22.  They came in substantially under budget.

Then we also had the SCADA project, which is almost 200,000.

That -- due to timing, we didn't get that fully implemented at the end of the year.  Those are the big drivers.

MR. GARNER:  So do you, every year -- help me a little bit with your budgeting of capital.  Every year, or at the end of every year, you begin a process to budget for the subsequent year.

Is that how North Bay does it?  What is the timing for your budgeting exercise?

[Witness panel confers]


MS. CASSON:  We begin budgeting typically in the fall of the year preceding the fiscal.

MR. GARNER:  And when do you take a budget -- do you take a budget then to your executive, and then to the board of directors?  How does that work?

[Witness panel confers]


MS. CASSON:  We typically take it to our board in October, and then we get a final approval in December.  That would be a typical fiscal year.

MR. GARNER:  Right, okay, thank you.  You filed this application -- do you recall?  I believe it was -- what time period?

MS. CASSON:  It was December 12.

MR. GARNER:  This application was filed on December 12th?

MS. CASSON:  December of 2014.

MR. GARNER:  So I am struggling then.  This application was filed in December of 2014, and the updated you provided us is a million dollars' worth of update on 2014.

MS. CASSON:  The figures in 2014 forecast were based on six months of actual.  Like, the original application was six months actual, six months forecast.

MR. GARNER:  Okay, I see.  Do you -- let me ask it this way.  Would you have your, for between 2010 and 2014, the budget amounts for capital that you had approved in December of those -- each of those years, and then as a comparison to your actual in each one of those two years?

What I am clearly trying to get at is -- I'm trying to understand one million dollars on a six or seven million dollar budget is significant change.  And I am trying to understand whether that is unusual, or if that's business as usual, so to speak?

[Witness panel confers]


MS. CASSON:  Typically, we could see swings based on what we put forward.  Then through the year in actual construction, depending on what is happening in the field, there could definitely be delays that push projects off, or increase or decrease the cost accordingly.

MR. GARNER:  Okay.  I accept that.  I mean I think most people would.  Budgeting is just exactly what it says, it's a budget.

What I am trying to understand is over the past four years, or since the last time you have been in front of the Board – which, in fact, for you is longer than that -- what's the accuracy of your budgeting process, vis-a-vis your work?  That is what I am trying to get at.

I am told actually by my colleague that at 2-Energy Probe-27, there is a response to that.

MR. AIKEN:  It is up on the screen.

MR. GARNER:  Oh, it is up on the screen.  So those variances show -- would I be right to say those variances show that you consistently under-perform your budget?  Is that what that is showing?

And if so, I guess the question is, you know, what's the genesis of that?

[Witness panel confers]


MS. CASSON:  I guess the table shows that we've come under.

The goal is always to get all of the projects complete.  But in actuality, some projects are going to be pushed off, depending on shifting priorities.  Some are going to take longer.  Some are going to cost less.  It is a very dynamic -- it is a very dynamic process.

We set a goal for budget purposes, and then we make every attempt to meet every target.  But it's very specific on the job.  And there is also a variable component with our demand work.  We can't -- we can project a historical level of demand work, but if the demand work isn't there, then that's going to show in decreases versus budget as well.

MR. GARNER:  Right.  But what I am trying to understand is how the company is budgeting, and I have a few questions about this as we go on, because I am a little confused at how the capital budget is derived and how accurate it is, because when I look at this, it would seem to an uninformed observer -- which I am -- that there is a consistent tendency inside this utility to budget an amount and make sure they never go over a budget, as opposed to come underneath it.  I'm not saying that is bad or good.  I'm just saying it may be part of the culture of the utility, is that we make a budget, but it is better to be under our budget each year than to go over our budget, because that is the way we run our operations.

That is what it seemed to me there, because there is no -- usually what we see is under and over and under and over, as you say, as things come into play and don't come into play.  But I don't really notice the same trend with this utility, and maybe you could help me understand how your budgeting process works and the corporate culture about whether a budget comes in over.

Is there internally a penalty to anybody?  Or is there any -- you know, is the company's culture is not to come in over a budget?

[Witness panel confers]

MS. CASSON:  Just to speak to the first comment, there is no incentive for anyone at North Bay Hydro to come in under budget for capital.  There's a budget set.  Our goal is always to hit both the dollar and the project lineup. If that doesn't happen, based on work flow or project timing, that's one thing.

But we do not set a budget with the goal of coming in under for capital.  It's, we set the budget to hit that target of jobs.

Our method for '15 is, we're looking at replacing 200 poles.  We have the staffing in our line department to meet that.  And we have a substation that we need to replace.

So those are the major drivers of our budget.  But in terms of historical accuracy, that is definitely not something that we have ignored, and part of the operational review that we're going to be undertaking is definitely going to hopefully help us address some of those efficiencies in the budgeting, planning process.

MR. GARNER:  Okay, thank you.  Let me make a proposition to you about what occurred to me as you were going through your issue about contractors, because this is where I was wondering.

As I understand what you have said is that you do not contract out.  You do most of your work internally, if not all of it.

And of course, as you pointed out, in the distribution business there's always competing interests, a storm or whatever, you know.  There are competing interests.  So unlike some utilities, you don't adjust for that.  You just adjust internally.

So if there's a storm, something goes to the wayside, that crew goes to work on higher-priority jobs, as opposed to maybe a larger utility that might bring in contractors to complete stuff.

Would that be fair as part of the reason that you would come under budget?  That is just a theory I am proposing.  But would that seem right to you?

MR. PAYNE:  The goal is to always do our work, do our work internally.  However, last year, for example, in September we went out to tender for two projects that we were thinking might not be completed by the end of the year.  We got zero response back because of commitment.  All the big guys were busy and already awarded work.

So we do do it.  It is the last thing we do when we feel we're not going to get there, and we do try to do that, but again, up to kind of probably last quarter, we do try to keep all of the work in-house.  It's an important thing to our staff that we do our own work.

MR. GARNER:  Up until the last quarter, help me with
-- so what you're --


MR. PAYNE:  September typically is when we make that decision where we're at.  You know, we want to get these projects done, as Mel had said.  We do want to complete the projects on the budget list in that given year, so we will go out from time to time.

If you see the ones I did provide in that one answer, that is what their result is, is again trying to complete that capital program.

MR. GARNER:  Right.  So in September you re-evaluate things, and if you are behind you look to see if you can find people, and then your experience, however, is that North Bay isn't well-served by contractors.  So you have a bit of a problem sometimes actually getting somebody in to do the work?

MR. PAYNE:  That is correct.

MR. GARNER:  Okay, thank you, that is very helpful.

I want to go back to the vegetation management table, which I --


MR. VETSIS:  Mark, sorry to cut you off, but since we have this thing up, can I just ask one thing to clarify?

MR. GARNER:  Sure.  Absolutely.
Questions by Mr. Vetsis:


MR. VETSIS:  I just want to make sure if I heard it correctly.  So this particular table here you're saying excludes capital contributions, right?

MS. CASSON:  That's correct.

MR. VETSIS:  I just want to double-check that both the plan and actual column that would apply to both of them, so your budget would be exclusive of capital contributions.

MS. CASSON:  For the purposes of this table, yes, that's -- this is gross capital spend.

MR. VETSIS:  And one thing, just because I don't remember offhand, and hopefully you guys do.  Over the last four years, your biggest projects have probably been all related to the municipal substations, right?  All your MS replacements, repairs, those are -- in terms of one specific project, those have kind of been your biggest ones, right?

MR. PAYNE:  Correct.  Aside from the one project we had in 2010, which was a renewal of a back lot line to a front lot, but other than that, yes, it is the substation projects that are major drivers.

MR. VETSIS:  So just out of curiosity here, is there -- have they had a tendency to shift into the following year?  When it comes to -- like, in terms of those particular projects, have they had a tendency to complete on time, or have they typically shifted into the following year?

MR. PAYNE:  The substation projects?

MR. VETSIS:  Yes.

MR. PAYNE:  They have always been done in the year that they are planned to be done.

MR. VETSIS:  Okay.  So they wouldn't account for some of this.

MR. PAYNE:  That's right.

MR. VETSIS:  Thank you.  Sorry, Mark.
Continued Questions by Mr. Garner:



MR. GARNER:  That's fine, thank you.  One other high-level question about the budgeting and budgeting process.  Earlier this morning Ms. Grice asked you to look at filling in a table with condition of major assets, and et cetera.  And you said you would go to METSCO to see how that could be done, as I understand it.

What I am trying to understand, however, is that it doesn't seem, from your response, that internally that's the methodology in which you are creating your budget based on asset condition.

I mean, is it -- do you -- when you are budgeting each year, do you sit down and create a table, so to speak?  Like, she is asking, where you're looking at what your asset condition is and what you want to achieve in improving those assets and have a projected period like -- like the five-year period.  Is that what you're doing, or...

[Witness panel confers]

MR. PAYNE:  I think to start, we don't have a table that's been proposed by Schools that we use.  If we do have a condition assessment of all of our assets that aren't summarized in a table like that that do state which assets need to be replaced and how many need to be replaced.

Substations is a great example.  I mean, the MS9 station that is being replaced by MS22 is in poor condition in almost every category of that station, and that's what's been used, plus an assessment that was done in 2009 ranking that station extremely low on an overall weighted score average.

With respect to our capital program, the major driver of that program over the last 20 years -- and again, it's been honed in over the last five as voltage conversion of our 4kV system, which is located in a part of town that was built in the 1930s and 1940s.  And the majority of our assets in that location are original to that time period.

So all of our projects aim at renewing our system, based on condition of those assets, and voltage conversion has been kind of the driver that's pushed us down that road.

When we go to any individual job to budget it, we do check the condition of our poles.  If a pole can stay, based on age and based on condition, it will stay as long as it can meet the requirements of the new system, the new line.

So we are always looking at the condition.  Again, we don't have a formalized table that sits in front of us that says how many.  We now have our asset condition assessment that does have every asset profiled in that way, and going forward we've introduced a new priority -- we're introducing a new prioritization matrix that will factor in a number of things, including condition assessment on all of our jobs.

As the voltage conversion program comes to a close, we're going to need a lot more kind of definition to point us in a direction of which assets should be renewed next.

MR. GARNER:  Okay, thank you.  So taking that as an example, the voltage conversion, I am just again trying to understand your internal planning process.

You would put together a five-year plan to convert, and exercise that plan the best you can, with all of the provisos we had earlier about other jobs coming up.

But you do do a projection of how to get from today to elimination of the old equipment?

MR. PAYNE:  Correct.

MR. GARNER:  Okay, thank you.  I think the next place I would move on to is – and they're kind of interrelated, but I think the best place to start it might be -- I don't have the IR page.  I have the PDF page, if that is helpful; it is 306.  That is the PDF page, just to get there quickly.

Earlier this morning, we were talking about these outage codes.  And I was trying to understand what you were saying about SAIFI SAIDI vis-à-vis these numbers.

And I guess where I am still confused is, if I look at this table – and it doesn't matter which one we look at -- and I see defective equipment 18 percent, it is 18 percent of?

MR. PAYNE:  It is -- hold on, let me grab my train of thought.  Sorry.

It is the number -- it's the outage caused by those codes, right.

So I think what you're trying to get at is, have you taken that piece of pie out and done the SAIDI and SAIFI based on those outages.  And we haven't done that; it is just the number of causes.

So defective equipment is, in this case, 18 percent, I believe, of the audit outage codes for that year.  But that doesn't give an indication on how much of that is reflected to the duration of their interruptions, or the frequency of those interruptions.

MR. GARNER:  That is where I'm getting confused.

Why can't I convert 18 percent of the outage code to a frequency --


MR. PAYNE:  You can.  You definitely can.  We haven't done that is what I was trying to say earlier.

All of these pie charts were created specifically for this application.  It's not something that we've used to guide us in the previous years.

MR. GARNER:  I see, but – again, I am just trying to clear it up.  It is a mathematical question, isn't it?  You just have to --


MR. PAYNE:  Yes, it can be done.  It would be a considerable amount of effort from an internal resource to do that, because the system we use is manual.

MR. GARNER:  Right.  I heard you this morning say so. And I am not going to ask you to do that.  That's actually -- I just wanted to understand how you do do it, because it does, though, get to the question that we asked.  And you gave a very comprehensive answer, and I just have to pull it up, on how to link your capital program to metrics.

The one we, I think, asked you about was tree contact and your vegetation program.

And I believe that is 2 VECC 15 is where you answered it, and I think it is page 216 where you put together a comprehensive answer about it.

But I still was left with trying to figure out in my mind the difference between whether it is possible to do it, and whether you can do it, or whether you have just constraints in the utility's current monitoring systems that caused you not to be able to do it.

So my client is interested in understanding, for a capital budget, metrics that show the value of the work.

So vegetation management, you have a fairly large increase in that program.

And the question they have then, therefore, is:   Why can't we see a metric of tree contacts that improves over the period of time with the program.  That is basically the question.

I wonder -- notwithstanding the answer, I wonder if you can help me as to why can't that be done at a -- now or in the future for the utility?

[Witness panel confers]


MR. PAYNE:  In numerous parts of the application in Exhibit 2 in the DSP, we have noted that we are going to improve our software capability around SAIDI, SAIFI, CAIDI for that exact reason.

We want to have more granular data.  We want to be able to attach metrics to these kinds of things, because they are important to us.

We get these questions all the time, you know, what's -- for the money you are spending, what is the benefit and stuff.

So metrics are important in this situation, and we're looking to improve on that going forward.  And it can be done.  It is just a matter of implementing a tool that allows us to do it easily and doesn't bog the resource down.

MR. GARNER:  Is this part of the SCADA investment you want to do?  What is the software we're talking about?  What do you need and when are you doing it?  That may be the question.

MR. PAYNE:  The plan to do is over the summer months in 2015, and we need to go out with kind of a RFI or RFP to have someone design something for us.  I don't think it will be a large cost, but we wanted to do it so that someone using it isn't trying to manually manipulate the data.  It’s just press a button, you gets a query, and boom, there’s your --


MR. GARNER:  That is part of SCADA?

MR. PAYNE:  No, that’s not part of SCADA.  This is a separate part of software we want to invest in.

Right now, our SAIDI SAIFI comes through our Enterprise software that was installed in 1990, and doesn't have any reporting whatsoever.

So we take outputs out of that, and throw it into a spreadsheet manually.  Each year, we say, hey, we should add this to the spreadsheet.  We should add this to the spreadsheet to help us.

But it's still a very manual process.

MR. GARNER:  You are making a SCADA investment, aren't you?  I thought I saw that someplace.

MR. PAYNE:  The SCADA investment is just simply the replacement of our radio.  We installed SCADA back in 1995.  That radio is on its last leg.  It was a dual radio, and one side has totally failed.  We lose it, we lose our entire SCADA system.

MR. GARNER:  I see.  It is not the actual software SCADA system that you were actually going to -- thank you, that explains that.  Thank you.

I just want to go to the vegetation management table that is at, I believe, page 216 or PDF 310, whichever way that is.

I think it is there, isn't it?  Or maybe not.  Maybe I've got the wrong reference.

MR. VELLONE:  You said 24?

MR. GARNER:  Yes, that’s the -- I think we have all been talking about this table and, sorry, I thought that was the exhibit.  But maybe I have written down the wrong number.

It is the one that shows the increase in management of the vegetation – yes, that’s it.  That is the table, thank you.

Maybe this is why we should do things by issue not by IR, because this will be all over the record right now.  I am going to follow up the question everybody asked.  It is just a matter of trying to understand what is going on.

On the administration, I understood your answer that you were allocating a person's time into that table to get you from 78 to, let's say in the previous year, 18.

But I am trying to figure out exactly what is just an allocation issue and what is a cost issue in this table.

I wonder -- and so in that contract administration at 76 in 2015, can you give me a sense that -- when I look, let's say, at 2011 actuals of 18,507, is that person not there, or just not allocated there?  That's what I am trying to get to.  And if so, what is the dollar amount?

I am not looking for preciseness.  I am just looking to understand the larger lump sum of it that is missing, or not missing.

[Witness panel confers]

MR. PAYNE:  There is a couple things at play there.  Back in 2010 we had a position called field rep, which was basically a line man who would come in off the line to tackle a number of different things, one of them being the tree contract, another one being service spots, so when someone calls in to ask for a request for service, a new service, upgraded service, that kind of stuff.  That's where that time would go, and his split would be based on what you see there.  That's what he would put to tree in 2010.

2011 we decided to put that person back on the line and bring the function of tree contract administration into the engineering department, again, on a part-time basis for one of the technicians that already existed in the company.

In 2014 we implemented a permission process because of trouble we were getting with customers for not going and talking to them about the trees that were going to be removed.  Again, there was a huge swing from topping trees and trimming trees to removing trees.  A very big impact to the customer.  So his time was totally taken away from the engineering department and put just to contract administration.  This has involved calling people, visiting people, sometimes visiting people four or five times to get that permission to remove that tree.

At the end of the day we have the right to do what we have to do with trees, but we don't see that as a great customer-service methodology for handling that situation.

So again, he went full-time.  Again in 2014, as I said, there is some administration costs around advertisements and relating to the media.  We hired a company to hold a couple of big public information centres to get feedback again on our program and what people were kind of looking at, would want us to see do differently, or what we could do.

MR. GARNER:  Right.  I understood that from this morning.  I am really just trying to get at one singular point or fact if I could understand it.

From what you just said, and from what I heard earlier, there is no incremental person hired inside the company for this.

MR. PAYNE:  There is no incremental person.

MR. GARNER:  There is no person added, there is no whatever.  So maybe the reverse to ask the question is:  The incremental cost of the advertisement and/or customer outreach that you were just speaking about represents what portion of the $78,000, because that is the incremental amount.  You're saying the other is just a person's time being shifted around the utility in a different way.

So I am just trying to figure out what that incremental portion is that is adding to the cost.

MR. PAYNE:  I can't give you that right now.

MR. GARNER:  I wonder if you might be able to do that?  Again, it to me is not particularly the preciseness.  It is the order of magnitude.  If it is really 70,000 of that is really just the person moving around, I want to understand that, versus $70,000 worth of an incremental communication campaign.

[Witness panel confers]

MR. PAYNE:  Again, I don't have firm numbers, but the majority of that cost is the person acting full-time in that regard to tree-trimming.

MR. GARNER:  Okay.  That will suffice.  I don't need an undertaking, thank you.

My final question in this area -- and it is about MS22, and Mr. Aiken asked you a question earlier about the timing of this.

I am at 2-VECC-13, which is page 210 of your -- or 301 of the PDF.  There is a Gantt chart that you have provided in that response, and what I see from that is May 31st, '15, and I guess energize -- I call it energized point of time or in-service point of time.  Am I reading that correctly?

MR. PAYNE:  Energization of the station is the very last task on that entire list, which is, I believe, November 11th, or November 9th, 2015.

MR. GARNER:  Are you looking at the chart with me, the actual Gantt chart, the bar chart?  What's the...

MR. AIKEN:  Second page.

MR. GARNER:  Oh, yes, I see, I see.  That's the -- so that's -- really, it is October of '15.  09/11, that is the final date?

MR. PAYNE:  Correct.

MR. GARNER:  Okay.  And that's the current -- this is the current plan that you have?  There are no updates to this?  This is what you're working by right now?

MR. PAYNE:  Correct.

MR. GARNER:  Okay, thank you.  That is all of my questions on capital.

MR. MILLAR:  Mr. Harper, did you have anything?

MR. HARPER:  No.

MR. MILLAR:  Mr. Vetsis?
Questions by Mr. Vetsis:


MR. VETSIS:  I guess I will start off with the response to 2-Staff-30, and it's just from the perspective of -- oh, my mistake, it is page 95 of the -- or at least what is labelled as 95.  Sorry?  2-Staff-3.  Yes.

Basically, I was asking about the indicators that we used to help guide the decision-making process and kind of evaluate the DSP.

And the section of the DSP that I quoted was sort of under the main heading of "cost efficiency and effectiveness with respect to planning quality".

So I am struggling to make the connection from your response as to how the two metrics mentioned would be used to judge cost efficiency and effectiveness with respect to planning.

Could you kind of maybe help me make that connection a little bit more for me?

[Witness panel confers]

MS. CASSON:  Sorry.  The reference on page 45 was for -- of the DSP was for operating efficiency.  They weren't the metrics for the planning quality.

MR. VETSIS:  Okay.  Yes.  So basically there was that little heading that said the two metrics that would be used would be essentially -- you kind of -- you pointed me back to the original reference in the DSP where they were explained.

MS. CASSON:  Yes.

MR. VETSIS:  So essentially -- but if you go back from that there is a bolded heading that says "cost efficiency and effectiveness with respect to planning quality", right?

MS. CASSON:  Yes.

MR. VETSIS:  Okay.  So in the two operational effectiveness metrics that you said you will be using are the distributor's stretch factor ranking and the -- basically the level of -- the operational staffing level.  So essentially the split between how much time goes for O&M and capital, right?  Those are the two indicators.

I am trying to track just to kind of correlate that back for the purposes of the effectiveness of your planning and how these can be -- because -- so for example, if we start with the staffing level, the split for OM&A versus capital.

So is that just when it comes to planning initially how you're splitting the time?  Like, how does that get used in the future to say that I have been effectively planning?

MS. CASSON:  Okay.  I think actually they probably should have referenced a different section of the DSP in this response, because we speak to planning quality indicators on page 37, which is targeting the number of projects we have, and aiming to have them all completed, and variances to budget a review at both the high level DSP level within 10 percent and at the project level.

So I think the planning quality indicators -- which is what I believe you are getting to -- those were separate indicators.  So I think there might have been a bit of a mix up.

But in terms of utilizing the PEG report, for example, that's going to be monitored to see how well we're doing, in terms of what the model's predicting versus what we're doing.

And we're simply going to undertake to understand the model a little bit better, so that we can apply it to our planning process.

MR. VETSIS:  Okay.  Sorry, it might have just been placement of that sentence that kind of threw me off a little bit. I tried to connect it to -- okay.

MS. CASSON:  I think so.  On page 37, we speak to several different indicators that we're going to use, in terms of ensuring our capital spend on the DSP.  There will be actual targets there that we're aiming at.

MR. VETSIS:  Like a 10 percent?

MS. CASSON:  Yes, projects in here.

MR. VETSIS:  Okay.  I guess the next interrogatory I would like to ask about is 2-Staff-4, which is just the next one.  At the time -- basically I asked sort of, you mentioned in the report your difficulty in kind of predicting the impact on OM&A of certain capital investments.

In your response here, you kind of -- you just highlighted that there are certain difficulties; we don't even know how to go about it.

Not being a guy who works at a utility, it may be helpful to just kind of maybe hear you talk about, just from a practical perspective, the types of things that -- like, what makes it so hard?

[Witness panel confers]


MR. PAYNE:  I think it comes down to how OM&A costs are charged and the work orders, the account codes that they hit.

You can't then pull out and -- it's a bucket of costs. You can't pull it out and attach it to a specific piece of line, or a specific feeder, a specific capital project, right?

When we rebuild a line, we rebuild it three or four blocks as a time.  I can't then pull out of that OM&A cost that we had five trouble calls to that spot in the system. It is just not set up that way.

So a good example is after-ours calls.  It might just be primary conductors, and we might have X amount of dollars in that bucket.  I have no idea what feeder that is relating to, how much on that given -- goes to that feeder.  So I can't do that.

The only way we know about OM&A costs is when we have specific information that we're tracking, or that is getting prevalent.  So it’s become aware through the people managing the system that there is a problem in that area.

But to be able to pull out OM&A costs and attach to a specific project, because the projects are so small compared to our whole system, it’s just -- you can't do it.

The way the whole account system is set up, it is not possible to do.

MR. VETSIS:  So when you talked in your response about the – basically, that it would require changes to the accounting system and be labour intensive, you're saying that that difficulty would be that somebody would have to put in the specific information of like, you know, what street they’re on, what transformer and all of that, to be able to separate it out from this pool.

Which means that you would, you know, be tracking a lot more pools than you used to be.  It would be on a per asset type OM&A as opposed to on a pooled basis, right?

MR. PAYNE:  Yes, exactly right.  A work order covers so many things, you would have to break that work order down into a number of different sections.

So we have 74 feeders in our system.  That work order would then have to have 74 subsections.  If you want to get it down even smaller than that, you have to have more subsections of that.

And then it becomes a coding error.  Now it’s the guys out in the middle of the night who have to find that exact work order to code to.  So it is a huge change for everybody involved; it would be very labour intensive then to filter through all of that.  It would be a lot of work.

MR. VETSIS:  Then I would like to ask you then -- in your response to part (c), you kind of -- because there was two specific areas you had identified that were giving you trouble.  I think there was some underground cabling and -- I forget what the other one was.  And you were able to pull together some annual numbers.

So what where does that kind of come from?

MR. PAYNE:  That is what I was getting to.  That is a spot in town that -- for the last ten years, what happens is low voltage cabling -- we call it a burn-off when we have trouble, and it's normally after hours.

And so everyone at North Bay Hydro says did it happen on Madelena?  Did it happen on Lake Heights?

So again, we have knowledge that we have a problem, because things are happening repetitively in the same spot.

So for the point of our capital summary for that project, it took one of our staff probably two weeks to dive into that bucket of dollars and try to pull out, based on time that they were at that project and co-relate it to another piece of paper that’s filled out, to relate it to that project.

In 2015, we created a new work order for that area specifically, because we knew we had a problem.  So we said let's be able to track this.  So we set it up for that one project.

But again, that is only because we knew that it was a problem there.  It was repetitive over the last ten years and it was kind of one of those things, did it happen here?  Yes, it did.

You know, so that is why we did it for that one.

The other ones are kind of contractor costs that were easy to pull invoices for, and summarize into what it would cost.

But again, it is only because we had specific knowledge of a major problem that we tried to sectionalize that one out.

MR. VETSIS:  That is actually quite helpful, thank you.  The next one is a quickie.  It’s the following IR, 2-Staff-5.

At the time, I basically asked, you know, this risk approach that you were applying under your new asset management plan, trying to understand a little bit more.

I think you said that it's in part (b), that it is not applied for all asset types.  And I was just kind of curious for the kind of future -- I know you're at the early stages of implementing this.  It is something you talked about in your DSP.

I can't remember the exact IR, but you said you focused on these four main asset types.

Is the goal in the future, as you update your information systems, to kind of get to that higher level using that risk-based approach for more asset types?

MR. PAYNE:  We haven't made that decision yet, if we're going to include more asset types.  I think if it warrants it, it would be something we would look at.

Right now, we have relied on a third party to tell us what they think is best to apply to that risk based approach, and that is where we have gone.

It is also we have probably the best information on those assets.  So in the future, I can't tell you that we're committed to that.

I know every day we try to get more information on all of our assets, add fields to our GIS system and things like That, so in the future if we want to make those kind of decisions, it is possible to do so with information.  But nothing has been set in stone.

MR. VETSIS:  All right.  And I think the last thing I had for at least this exhibit was your response to 2-Energy Probe-26 -- and I will see if I can dig out a page number.

I think it is the one where you basically updated the cost of power.

MS. TENNANT:  Page 121?

MR. VETSIS:  Yes.  One thing I wanted to ask you, you said you used the UTR rate changes that came into effect.  I am just wondering if that is from Hydro One's transmission rate application.

MS. CASSON:  That's correct.

MR. VETSIS:  So you probably didn’t reflect any updates to subtransmission rates from their most -- the decision to their most recent custom IR?

[Witness panel confers]


MR. BACON:  We used the Hydro One rate order, which had sub transmission rates in it, and we -- that was for the RTSR updates.

MR. VETSIS:  So basically, you’ve reflected both applications, right?

MR. BACON:  That's correct.

MR. VETSIS:  And, well, in your response here, it looks like you've got the average RPA for RPP customers of 9.5 cents per kilowatt-hour.  Obviously that's been updated recently with the new RPP price announcement.

Could you perhaps undertake to update the cost of power calculation, assuming it is a material change, to reflect the latest forecast for RPP prices?

MS. CASSON:  We could do that, yes.

MR. MILLAR:  Undertaking?

MR. VETSIS:  Yes.  It would be.  I just don't know the number.

MR. MILLAR:  It is JT1.8.

UNDERTAKING NO. JT1.8:  TO UPDATE THE COST OF POWER CALCULATION, ASSUMING IT IS A MATERIAL CHANGE, TO REFLECT THE LATEST FORECAST FOR RPP PRICES.

MR. VETSIS:  That is all for me for this exhibit, so...

MR. MILLAR:  Okay.  So that takes us to 3 now.  Do people have questions on Exhibit 3?  Or are we at 4 now.

MR. AIKEN:  We are going to jump 3 and come back to it.

MR. MILLAR:  Oh, to let Mark go?  Okay.  Sorry, go ahead.

MR. GARNER:  Actually, I don't have questions on it.  What I would like to do is stay with my colleagues as they do theirs, but I actually don't have any questions on this area, but I would like to listen in to the...

MR. MILLAR:  Mr. Aiken, are you prepared to go?
EXHIBIT 4 QUESTIONS

Questions by Mr. Aiken:


MR. AIKEN:  Yes.  My first -- I think four or five brief questions.  The first one is on 4-Energy Probe-46.  It's on page 317.  I am going to be looking at the table on page 3-18.

So I take it here that this -- I think this is basically an updated Appendix 2-K that includes all employees now, rather than just the full-time employees; is that correct?

MS. TENNANT:  That is correct.

MR. AIKEN:  Okay.  And then at the bottom you've broken it out, the wages and benefit allocation between OM&A, capital, and other.

I have to admit this is the first time I have seen an "other".  What is in there?

MS. TENNANT:  "Other" is our recoverable work orders.  So when we would do work for a contractor or for a subdivision, or there's also the hours that would be charged out to our affiliate would be in there.

MR. AIKEN:  But don't those costs actually get capitalized like your subdivision work?

[Witness panel confers]

MR. AIKEN:  It doesn't show up in the revenue requirement.

MS. CASSON:  Sorry.  These costs would include any work done on CDM.  They would include our affiliate.  It does not include subdivisions.

This is all -- streetlights would be another.  Anytime an employee does work that is not related to distribution assets, it's coded to a recoverable.  So this cost is not included in any of our requests in rate base or O&M.

MR. AIKEN:  So your total employee costs in 2015 that you're requesting recovery for is not the 5,456,000, it is that amount less the 376,000.

MS. CASSON:  That's correct.

MR. AIKEN:  Okay.  The next question is 4-Energy Probe-54.  And this was a question dealing with the management fee.  And if I understand -- sorry, page 330, and the table is on page 331.

If I understand this response correctly, North Bay Hydro has about $346,000 in costs that it bills to its affiliate as part of the management fee.  And it recovers about $397,000.

So the 52,000 you show as a management fee is actually the net margin.  Is that correct?

[Witness panel confers]

MS. TENNANT:  Sorry, could you repeat that question?

MR. AIKEN:  Maybe I will try and do it better this time.  I see 52,000 in 2015 as management fee revenue.  And I had asked, what are the costs that you incur to earn that management fee.

And I think the response says, well, we incur $346,000 of costs, and so you're actually billing your affiliate roughly 400,000.  You're recovering your costs, plus you have the 52,000 in management fee revenues.

MS. TENNANT:  That's correct.

MR. AIKEN:  Okay.  And then the 346,000 in costs, that's not included in your OM&A request of 7 million.  That's already been netted off that amount.

MS. TENNANT:  That's correct.

MR. AIKEN:  Okay.  My next question is 4-Energy Probe-56.  This has to do with depreciation.

The first question on this is, did North Bay Hydro seek Board approval to change the calculation of the depreciation expense?  I guess in 2012 is when you changed it for some of these assets.  You went from the half-year rule to the in-service month, or the in-service month after, I guess.

[Witness panel confers]

MS. CASSON:  No, we did not seek Board approval to make that change.

MR. AIKEN:  And am I correct when I look at these three tables in each of the three years your actual depreciation expense was lower with the new methodology than with the half-year rule?

MS. CASSON:  Yes.  That's correct.

MR. AIKEN:  And am I also then correct that the remaining net book value of these assets is, therefore, higher?

MS. CASSON:  That would be correct.

MR. AIKEN:  Okay.  And then my final question is on 4-Energy-Probe 57 and 58.  This is a PILs question.

So the first part, I am asking you to confirm that in 2014 you added computer software in the amount of just under $162,000, and that you put this in CCA class 50 for PILs purposes.

MS. CASSON:  Yes, we put software as class 50.

MR. AIKEN:  Okay.  And then would you undertake to provide the impact on taxable income in the test year, if the 2014 and '15 additions in computer software were removed from CCA class 50 and put in CCA class 12?

MS. CASSON:  We could undertake that.  Just for clarification, though, BDO, our external auditors, that is where they classify those costs.  So there would be a disconnect between what we were actually doing in our CCA schedules if we moved these costs --


MR. AIKEN:  Yeah, my experience with some of these accounting firms is that they are not tax accounting firms.  They don't get it right.

MS. CASSON:  Our tax returns go to the tax department of BDO.  They are filtered through that.

MR. AIKEN:  Yes.  They're wrong.  So would you undertake to do the calculation, please?

MS. CASSON:  We could do the calculation.

MR. AIKEN:  Okay, thank you.

MR. MILLAR:  That will be JT1.9.

UNDERTAKING NO. JT1.9:  TO PROVIDE THE IMPACT ON TAXABLE INCOME IN THE TEST YEAR, IF THE 2014 AND '15 ADDITIONS IN COMPUTER SOFTWARE WERE REMOVED FROM CCA CLASS 50 AND PUT IN CCA CLASS 12.

MR. BACON:  Just to be clear, Randy, do you want taxable income or impact on revenue requirement?

MR. AIKEN:  Taxable income, because the revenue-requirement part falls out easy after that.

MR. BACON:  Okay.


MR. AIKEN:  Just to let you know, we have been through this with other utilities, and when those utilities take it back to their tax preparers, the tax preparers say, oh, yeah, he's right.  We put it in the wrong place.

[Laughter]

MR. MILLAR:  You should just do it in the first place, Randy.

MR. AIKEN:  I do my own taxes, that's enough.


[Laughter]

MR. AIKEN:  Those are my questions, thanks.


MR. MILLAR:  Thank you.  Mr. Harper, anything under this topic?


MR. HARPER:  No, not on this topic, thanks.

MR. MILLAR:  And nothing from you, Mr. Garner?

MR. GARNER:  No, thank you.


MR. MILLAR:  Did you have anything on this, Stephen?

MR. VETSIS:  You missed Shelley.

MR. MILLAR:  I'm sorry, did you miss you Shelley?

MS. GRICE:  I just have three questions.

MR. MILLAR:  I am not sure your mic is on.

Questions by Ms. Grice:


MS. GRICE:  Is that better?  Okay.  My first question is on 2-SEC-35, page 194.  We had our numbering a little wonky; it should have been a 4, because it is related to Exhibit 4.  But in that interrogatory, we asked for updated schedules 2-JA, 2-JB and 2-JC for 2014 actuals.

We have the hard copy version of it, but we can't read the numbers.  Could we get those filed electronically?


MS. CASSON:  You could.  I also caught that as well, and I printed off copies that I could hand out.

MS. GRICE:  Oh, okay.  Thank you.


MR. MILLAR:  Why don't we give that an exhibit number.  Ms. Grice, I'm sorry I missed, is it a table, or --


MS. GRICE:  There are three tables.  2-JA, 2-JB and 2-JC.


MR. MILLAR:  These are refilings of those tables?

MS. GRICE:  Refilings of those tables, and it’s under 2-SEC-35.

MS. CASSON:  I had only noticed 2-JA as being not legible on the PDF.  So I have only got those.  But we can provide the other two as well.

MS. GRICE:  Okay, thank you.

MR. MILLAR:  We will mark the new table as an exhibit that is J-A, and then the other two, I guess, will follow up by way of undertaking and we will call that JT1.10.
EXHIBIT NO. KT1.3:  Table J-A from 2-SEC-35

UNDERTAKING NO. JT1.10:  to refile updated schedules 2-JA, 2-JB and 2-JC for 2014 actuals

MS. GRICE:  My next question is 4-Staff-13, part (c); the interrogatory begins at page 288.


And in part (c), you discuss the factors you considered in selecting consultants.  And specifically we're focussed on legal regulatory services, which is the last bullet in part (c) on page 291.


It says here that legal regulatory services were determined by interviews with North Bay management with the firms.  Three firms were interviewed, and the award was based on experience, familiarity with North Bay, and the best overall interview.


We just wonder whether or not price was a consideration in awarding the contract there.


[Witness panel confers]

MS. CASSON:  We didn't actually get to a cost level.  We felt that with the familiarity with North Bay Hydro, there would be an ease, in terms of the whole process, that would impact time and resources.


MS. GRICE:  Okay.  And my last question is on 4-Energy Probe-51, and that is on page 325.


In the response here, you provide the wage settlement details for 23 utilities.  We're wondering if you could disclose the names of those utilities.


The reason we're asking is just to ensure that they are in fact real comparators to North Bay Hydro.


MS. TENNANT:  I don't believe that we can disclose the names of the other utilities.


MS. GRICE:  Could you do it on a confidential basis?


MR. VELLONE:  Sorry, what is the relevance?  Help me understand why you need to know what the names are, when you have the numbers.

MS. GRICE:  Okay.  Well, it's just to test whether or not the 23 utilities provided here, if they are in fact a comparator to North Bay Hydro.  And without having the names of the utilities, we can't assess that.


MR. VELLONE:  I don't think we're willing to disclose the names at this time.


MS. GRICE:  So we will note that as a refusal.


MR. MILLAR:  Yes.


MS. GRICE:  Okay, thank you.   Okay.  Sorry, I'm done my questions, thank you.

MR. MILLAR:  Thank you, Ms. Grice.  Mr. Vetsis?

Questions by Mr. Vetsis:


MR. VETSIS:  Okay.  Before I start, I just wanted to kind of make sure I heard some things earlier.  We had some discussions earlier about kind of the way you used to plan.  I just want to make sure I heard, when you were talking with Mark a little bit, that I was correct.

I think you had mentioned that, you know, in the past there was a five year planning horizon typically when it came to, like you would -- my standing of the discussions was you would do an asset condition assessment.


You mentioned one that had happened in 2009, for example, for your MS station.


MR. PAYNE:  There was a substation condition assessment done in 2009.  The majority of our capital spend was based on an asset management plan completed in 2010.


And now we have subsequently done the DSP as part of this application.


MR. VETSIS:  I guess what I'm saying is that in the past, you have regularly performed asset condition assessments, right?  Like the information you have --actually, that's the question.


[Witness panel confers]

MR. PAYNE:  Our first asset condition assessment as -- the entire system was done as part of this application.  As noted, there was a substation asset condition done in 2009.

The AM plan was done with very high level inputs.  It wasn't a full-blown asset condition assessment, as was done in the 2015 application.

MR. VETSIS:  So prior to this application, how would you have known the, I guess, the status or the -- well, the condition of everything in your distribution system?


MR. PAYNE:  Two things.  Age demographics were used as a big chunk of a decision-making process, as well as the goal to eliminate the 4 kV system and upgrade it to 12 kV.  There was no actual condition done.


MR. VETSIS:  So essentially for the last, let's say, what -- is that ten years?  Is that fair for the time frame of the changeover?


MR. PAYNE:  The voltage condition or voltage conversion plan was implemented back in the early 'nineties as a goal to eliminate that system.


It started at that point that whenever we changed pole, we would change the insulators and upgraded it to make conversion at a later date very easy.


It was honed-in in 2010 as part of our asset management plan, and even further in this application so that we can see it come to its conclusion.


MR. VETSIS:  So for the last long time period, you haven't really bothered to track the conditions specifically of the assets.  The primary driver of everything has just been replacement, to get to a new point, a new converted sort of system, basically?

MR. PAYNE:  Yes.  Based on age demographic, yes.


MR. VETSIS:  I must admit that even with that description, and maybe you could help just -- so basically the -- what you're saying is the only difference -- the difference between all the past and now is that now you -- the condition assessment had somebody specifically go out and for all assets -- everything in your service area go item by item and figure out what the year is, and you have now created a large source of data that was not there before.  That is the difference between the asset condition assessments being performed now and everything that's been driving your capital investments for the last 20 years.


MR. PAYNE:  Aside from the 2009 substation condition assessment, yes.


MR. VETSIS:  So similarly, if something came up with your buildings, there would -- it was not something that would be planned in advance.  It would be sort of on a reactive basis?


MR. PAYNE:  That's a correct statement.


MR. VETSIS:  All right.  That's all I have for -- the fortunate benefit of going last is people get to scratch off things you are going to ask.


MR. MILLAR:  Okay.  Why don't we go to the next topic area.  So are we going back to Exhibit 3 now?


MR. GARNER:  Yes.  Sorry.  I have only one question of Exhibit 5, and I wonder if I could just ask it.  That is the cost of capital.  And I can't recall, and I can't find in the evidence, if we asked you to give us the actual returns of North Bay Hydro for the periods between your last rebasing and this year.


And if we didn't, I guess the question would simply be, could those be provided?  Because I can't remember seeing them.


MS. CASSON:  Are you referring to the ROE?


MR. GARNER:  Yes.


MS. CASSON:  We did provide a table with 2010 through 2014.  Just give me a moment, and I can --


MR. GARNER:  If it's there I will find it.  Don't worry.  I just couldn't recall seeing it, and that is all I wanted to know.


MS. CASSON:  Yes, it's there.


MR. GARNER:  Thank you.  That's fine.


MS. TENNANT:  It is page 17, 1-Energy Probe-4.


MR. GARNER:  Thank you.


MR. MILLAR:  Okay.  Now are we back to Exhibit 3?  Mr. Aiken, do you have anything under that exhibit?

EXHIBIT 3 QUESTIONS

Questions by Mr. Aiken:


MR. AIKEN:  I do.


Start with 3-Energy Probe-37.  And my request is -- sorry, 238 -- is, can you expand the table and provide a response to Part A to include 2014 actuals for the customer that closed shop in 2014?


MS. CASSON:  I can.


MR. AIKEN:  And I am looking at the response you handed out this morning to 3-VECC-50.  And am I correct that we're talking about the same customer here, because you've got the customer's actual kilowatt-hour usage of 8,003,614?


MS. CASSON:  Yes, that's correct.


MR. AIKEN:  Okay.  So if you --


MS. CASSON:  So I already have.


MR. AIKEN:  No, if you can add the kilowatt --


MS. CASSON:  Sure.


MR. AIKEN:  -- part of it.


MR. MILLAR:  Okay.  So is that all one undertaking?


MR. AIKEN:  Yes.


MR. MILLAR:  Okay.  So that will be JT1.11.

UNDERTAKING NO. JT1.11:  TO EXPAND THE TABLE AND PROVIDE A RESPONSE TO PART A TO INCLUDE 2014 ACTUALS FOR THE CUSTOMER THAT CLOSED SHOP IN 2014.


MR. AIKEN:  The second part on this follow-up is, has there been any significant change in the kilowatt-hours or the kilowatts associated with the remaining customer in this class or the 2011 through 2014 period?


MS. CASSON:  No, there hasn't been a significant change.


MR. AIKEN:  Okay.  Now, my next question is going to get complicated.  I'm going to be referring to a number of different things.  It's in reference to 3-Energy Probe-35, 3-Energy Probe-36, and 3-VECC-17.


But let me start out at the general level.  Am I correct that your updated forecast that you are proposing is based on the equation estimated in 3-Energy Probe-35, and the changes that you made were -- there were three of them.  One is you changed the CDM reduction.  Second is you changed the -- one of the variables to remove August 2013 from the economy variable.  And third, you expanded it to include 2014 actuals in the estimation.


MR. BACON:  Two of those are correct.  We left the August 2003 (sic) variable in as one, for the reasons that were outlined in the interrogatory that dealt with that issue.


MR. AIKEN:  Okay.  Let me just try and find it here.


MR. BACON:  At least, I hope I left it in.


MR. AIKEN:  I am looking at the spreadsheet North Bay II IRR 2015, load forecast model EP 35-B.  And when I scroll to August of 2003 (sic), under the North Bay economy I see a zero.


MR. BACON:  Okay.  Can we bring up the North Bay load forecast 34?  34 is the actual version that we are suggesting.  Energy Probe -- 3-Energy Probe-34.  Whatever load forecast that one supports is the official load forecast.


MR. AIKEN:  Okay.


MR. BACON:  James, can you go to "power purchase model" tab?  Scroll up to August 2013.


MR. AIKEN:  There it is.  Yes, okay.


MR. BACON:  Yes.  There is a 1 there.


MR. AIKEN:  Right.  Now, in terms of the CDM adjustment after the fact, there are a number of numbers --


MR. BACON:  Yes.


MR. AIKEN:  -- that I have seen.  And --


MR. BACON:  You want the right number?


MR. AIKEN:  I want the last number.  I don't know if it is right yet.


MR. BACON:  Okay.


MR. AIKEN:  Okay.  And what you handed out this morning, in 3-VECC-49, this is an update to one of the Energy Probe questions that shows the total for 2015 is 23,625.


MR. BACON:  That's correct.


MR. AIKEN:  And that is consistent, I take it, with 3-VECC-52, which shows the 8,099,000 CDM adjustment.


MR. BACON:  Yes, that's correct.


MR. AIKEN:  Okay.  Now, what is the difference between the 23,625 in 3-VECC-49 and the numbers shown in the table in 3-VECC-51?  Specifically with respect to the 2015 CDM program.  13,543 versus 12,624?


[Witness panel confers]


MR. HARPER:  Bruce, since that was my question, I think -- and correct me if I'm wrong -- I think the 12,624,809 in part (b) of 51 is only for the GS 50 to 299 class?  As opposed to the total.


MR. BACON:  That's correct, yes.  Right.


MR. HARPER:  Yes.  Sorry to answer your question, but --


MR. BACON:  No, I'm always glad to have you help, Bill.


MS. CASSON:  The IR -- or the technical question referenced that class.  I am not sure if it might have got -- if that was all you were looking for, but --


MR. HARPER:  That's all I was looking for, so you did respond to my question.


MS. CASSON:  Okay.


MR. AIKEN:  Okay.  So then the 3-VECC-51, if you take half the 2014 and half the 2015 number, you get the 67,030 in VECC 52 for that class.  I think the numbers work out that way.


MR. BACON:  Yes, they should.


MR. AIKEN:  Yes, okay.


MR. BACON:  Yes, that would be correct.  So it is the 836,994, plus the 12,624,809 divided by two, should give you the 67,308.77.


MR. AIKEN:  Yes, okay.  Now, going back to the equation in Energy Probe 35(b), my request is that -- is that you start with that equation.  So that has the August 2003 at zero.


MR. BACON:  Yes.


MR. AIKEN:  Start with that equation, add in two additional explanatory variables, one of which -- the first one of which is a dummy variable with a value of 1 in August of 2003 for the blackout and zero elsewhere.  And the --


MR. BACON:  Just a regular blackout variable?


MR. AIKEN:  Yes, and the second is to add the employment variable used in 3-VECC-17(d).  That is the employment level, not the unemployment rate.


And then the third thing -- not in the equation, but add in or make the 8 million CDM adjustment, the current numbers for that, and provide all of that in one rolled-up live Excel spreadsheet, like you did in 35(b).

MR. BACON:  Yes, we can do that.


MR. MILLAR:  That is an undertaking, that will be JT1.12.
UNDERTAKING NO. JT1.12:  to update the equation in Energy Probe 35(b) add in two additional explanatory variables, one of which -- the first one of which is a dummy variable with a value of 1 in August of 2003 for the blackout and zero elsewhere and the employment variable, and the 8 million CDM adjustment (the current numbers) in one live Excel spreadsheet, AS in 35(b)

MR. AIKEN:  Let me just check that we have covered --


Now, for the CDM adjustment, if I go back to the 8 million, has your CDM adjustment decreased from your original filing?


MR. BACON:  Yes, significantly.


MR. AIKEN:  And because my question is why, for example, the residential?  The residential is now, you're showing as a 885,000 reduction.  And in your original filing it was 981,000.


So that's come down a little bit.  The GS less than 50 has come down from 1.7 million to 480,000, so that is a significant reduction.

Your GS 50 to 2999 has come from 10.2 million to 6.7, and the GS over 3,000 has gone from 720,000 to zero.  So can you explain -- you probably need to do this in an undertaking, but the relative changes?  The residential has down a little; the other three have come down a lot.


I know some of that is due to the generation project, but just --


MR. BACON:  Yes.  It is best to do that with an undertaking, because there is just so many things going on. And we will do that for you.


MR. MILLAR:  That is JT1.13.

UNDERTAKING NO. JT1.13:  To describe the relative changes in residential cdm adjustment


MR. AIKEN:  And then my last question is on 3-VECC-29, and it is on page 280.  It is specific to that table shown there.


And my question is: on the Bell fibre-optic project that we talked about earlier, are the revenues shown there net revenues or gross revenues?


MS. CASSON:  It is net.


MR. AIKEN:  Net?   Okay.  Then I don't need to add the second part of the question.  Those are my questions, thanks.


MR. MILLAR:  Thank you, Mr. Aiken.  We will look to take our lunch break before too long, but how much do you have on this topic, Ms. Grice?


MS. GRICE:  I actually don't have any questions.

MR. MILLAR:  Mr. Harper?


MR. HARPER:  I have some follow up on about half of the questions that I got written responses to, so I don't think it will take too long, hopefully.

MR. MILLAR:  Why don't we do that, and then we will take the lunch break.
Follow-up Questions by Mr. Harper:


MR. HARPER:  By the way, thank you for providing the written responses; that was great.


The first follow up has to do with VECC 49.  Maybe just before we start, I assume you can provide these written responses in an electronic form?  We will get them in an electronic form?

MR. VELLONE:  Yes, we will.

MR. HARPER:   Thank you.  The first question I had was with respect to VECC 49(a).  In the second sentence there, it talks about persistent sheets provided by the OPA were attached.

Now, they weren’t attached to this.  I assume it will be attached to the electronic copy that you file.

MS. CASSON:  That's correct.

MR. HARPER:  Okay.  The second question was -- and Mr. Aiken touched on it briefly -- can you tell us specifically what the kilowatt-hours for 2015 associated with the co-generation project are?

You talked at the bottom about the formula, and how you came up with the balance, the co-generation plus 1/6th the remaining target.


Can you tell us what specifically the kilowatt-hours associated with the generation project are?

MS. CASSON:  I will have to confirm, but I believe it is 12.2 million.


MR. HARPER:  And is that project in operation for all of 2015?


MS. CASSON:  It will be in operation for the last quarter.


MR. HARPER:  So because I don't think there was -- so you didn't make any distinction when you were doing your CDM adjustment between the -- so the 12.2, that is the full year?  Or that's the last quarter's worth of generation?


MS. CASSON:  That would be the full year.


MR. HARPER:  So would it be fair, if I was to try to approximate it, that the actual impact for 2015 would be roughly a quarter of the 12.2?


[Witness panel confers]

MS. CASSON:  Yes, that would be fair.


MR. HARPER:  Okay.


Thank you.  My last -- staying with this interrogatory, if we go over to the next page.  You talked briefly with Mr. Aiken about the updated CDM impacts.


You have now got a table 3-16 here, which is somewhat revised from the original table you provided in response to the Energy Probe interrogatory, correct?


I don't know if we have anywhere on the record --  because in response to the Energy Probe interrogatory, you updated basically all of those tables all the way through to 3-18 based on your revised load forecast model, revised CDM.

I don't know, but I don't think you provided it anywhere.  Could we get a revised version of 3-18, which I think shows, you know, the final load forecast with all of the adjustments by customer class, based on these new revised CDM values?


MS. CASSON:  Yes.


MR. BACON:  We were planning on doing that anyway.  So, yes, we will do that as an undertaking.

MR. MILLAR:  JT1.14.

UNDERTAKING NO. JT1.14:  to provide a revised version of table 3-18 based on the most recent forecast values

MR. HARPER:  That is just to provide an updated version of table 3-18, based on the most recent forecast values.


MR. BACON:  Right.  It is our understanding -- what we were going to plan on doing is updating the load forecast that came out of 3-Energy Probe-34 for a new CDM amount.  And that would be our official position.

MR. HARPER:  Right.

MR. BACON:  I think that is consistent.

MR. HARPER:  That is effectively the only change you made to the Energy Probe IR responses is the final thing, which is the CDM adjustment at the end.

MR. BACON:  Right.

MR. HARPER:  Okay, fine.   Just give me a second.  I am trying to flip through to make sure I --


I think you have gone through this with Mr. Aiken a bit, but if you could turn to VECC 52?  I think here you showed the updated CDM value, a manual adjustment for 2015 which is now the 8,099,678.


MR. BACON:  That's correct, yes.

MR. HARPER:  Back in VECC, the original VECC 26, we had asked you to sort of provide a similar breakdown for each of the customer classes, which I guess will now be changed because you have changed the calculation of the CDM.


I was wondering if it would be possible for you to update VECC 26, based on the new CDM estimates, both in total and how you applied the half year and full year rules.


MR. BACON:  Sure.


MR. HARPER:  That would be VECC 26 B.


MR. BACON:  Okay.


MR. MILLAR:  That is JT1.15.

UNDERTAKING NO. JT1.15:  to update VECC 26 based on the new CDM estimates, both in total and how you applied the half year and full year rules

MR. BACON:  Yes, we can provide that.


MR. HARPER:  Okay, thank you.  If you could turn to -- that is all I have on Exhibit 3, thank you.

MR. BACON:  Okay, good, thank you.

MR. MILLAR:  Is there anything else for Exhibit 3?  Okay.  This is probably a suitable time for a lunch break.  I think we're making decent progress.  I don't think we will have any difficulty in finishing today.

Why don't we come back then at, let's say, quarter to two.


MR. AIKEN:  Can I just ask how many more questions do people have?  I have one more question.


MR. MILLAR:  Randy, if you just have one and you want to get out of here --


MR. AIKEN:  No, I think cost allocation, rate design, and deferral accounts is what we have left, and they tend to go fairly quickly.  And then we would be done.


MR. MILLAR:  Staff has a number certainly on the DVA, so I think we will be more than -- first, the Staff is not here at the moment.  So I think we will have to come back after lunch in any event.

But if you wanted to finish something now, that's fine as well.


MR. AIKEN:  Do you want to carry on?


MR. HARPER:  It's up to you.


MR. AIKEN:  I have got nothing on cost allocation and rate design.


MR. MILLAR:  If you don't want to come back after lunch and we can finish everything but staff in the next ten or 15 minutes, I think that is okay.


MR. BACON:  Would it make sense to do the cost allocation and rate design and get that done?


MR. HARPER:  Yes, okay.


MR. MILLAR:  Okay, why don't we do that.

Questions by Mr. Harper:


MR. HARPER:  Shelley, have you got anything on the cost allocation or rate design?  Randy?  Actually, I just had one follow-up question, and it had to do with VECC 54.


MR. VELLONE:  Page?


MR. HARPER:  Page 8 of 20.  That's correct.


MR. BACON:  The package from today.


MR. HARPER:  In the original IR, we sort of tried to confirm the fact that you were allocating the collection costs between customer classes based on the late payment fees collected from each of those customer classes.  You said yes, and we asked a little bit why.


I was wondering, have you -- and you see here your response was collection costs would reasonably follow the same pattern as late payment revenues collect.  I was just wondering, have you actually gone back and looked at that to see whether your collection costs by class follow the late payment revenues by class or there is a correlation between those two?  Or is this just a supposition you are making here?


[Witness panel confers]


MS. CASSON:  We haven't done anything specifically, in terms of that cost analysis, but for the most part the collection work that's being done is for residential customers.  That's where we're seeing the bulk of the bad debt.  So that's the -- that's what we're stating.


MR. HARPER:  Okay, fine.  Thank you very much.  That is all I really wanted to clarify there.  Thank you.  No, those are all of my questions, thanks.


MR. MILLAR:  Randy, did you have something more?


MR. AIKEN:  Not on Exhibit 7 or 8, no.  I just had one deferral and variance question.


MR. MILLAR:  Did you want to ask that now?

EXHIBIT 9

Questions by Mr. Aiken:


MR. AIKEN:  Sure.  It's in relation to 9-NBTA-76.  This deals with account 1576.  And my request is to please provide a version of Appendix 2-EB that reflects a three-year disposition period and then, based on this three-year disposition period, calculate the amount to be returned each year and the approximate impact on rates for each of 2015, '16, and '17.


And then part (b) would be to explain why North Bay Hydro's proposing a one-year disposition period rather than a two- or three-year disposition period.


MS. CASSON:  Yes, we can do that.


MR. MILLAR:  That is JT1.16.

UNDERTAKING NO. JT1.16:  TO PROVIDE A VERSION OF APPENDIX 2-EB THAT REFLECTS A THREE-YEAR DISPOSITION PERIOD AND THEN, BASED ON THIS THREE-YEAR DISPOSITION PERIOD, CALCULATE THE AMOUNT TO BE RETURNED EACH YEAR AND THE APPROXIMATE IMPACT ON RATES FOR EACH OF 2015, '16, AND '17, AND TO EXPLAIN WHY NORTH BAY HYDRO'S PROPOSING A ONE-YEAR DISPOSITION PERIOD RATHER THAN A TWO- OR THREE-YEAR DISPOSITION PERIOD.


MR. BACON:  Stephen, you had one -- on your list at least you had one item on Exhibit 8.

EXHIBIT 8

Questions by Mr. Vetsis:


MR. VETSIS:  I reread the documents and was able to find the answer, so --


MR. BACON:  Okay, thank you.


MR. VETSIS:  Actually, that one tied into the updated cost of capital -- or the cost of power anyway.  So, yes, if you haven't reflected the updated sub-transmission rates in the new rate riders provided for transmission, then just do that as well.


MR. MILLAR:  Okay, sorry, Randy, did that conclude your questions?


MR. AIKEN:  It did.


MR. MILLAR:  Shelley, did you have anything more?


MS. GRICE:  No, I don't, thanks.


MR. VETSIS:  Would it make sense to append what I just said to the undertaking for the cost of power?


MR. VELLONE:  Or get a separate undertaking.


MR. MILLAR:  Why don't we do that --


MR. VETSIS:  That would be less -- just if necessary, update the retail transmission service rates to reflect any changes to the sub-transmission.


MR. MILLAR:  So that is JT1.17.

UNDERTAKING NO. JT1.17:  TO UPDATE THE RETAIL TRANSMISSION SERVICE RATES TO REFLECT ANY CHANGES TO THE SUB-TRANSMISSION.


MR. MILLAR:  Okay.  So what I'm hearing is the only party that still has questions is Staff.  Unfortunately, we'll have to do it after lunch, but I don't think we will have a lengthy afternoon.  So why don't we come back at quarter to 2:00, and hopefully we can...


You know, why don't we make it 1:30.  Is that okay, Stephen?


MR. VETSIS:  Fine by me.


MR. MILLAR:  Why don't we make it 1:30, and hopefully we can have a short afternoon.  Okay, thank you, everyone.


MR. VELLONE:  Hold on, just before everyone leaves the room.  One of the issues we do have to address in the procedural order relates to the filing of an issues list on Friday.  I am going to set out a process and make sure that it is okay with everyone before folks leave.


MR. MILLAR:  Can we do that offline here or...


MR. VELLONE:  Sure.


MR. MILLAR:  Okay, great.

--- Luncheon recess taken at 12:44 p.m.

--- On resuming at 1:34 p.m.


MR. MILLAR:  Welcome back, everyone.  I think we're into the home stretch, and I think we just have questions now left from Board Staff.  So I will turn it over to Ms. Sabharwal.
EXHIBIT 9 QUESTIONS

Questions by Ms. Sabharwal:


MS. SABHARWAL:  I'm Rajvinder Sabharwal, Board Staff, and I have some questions on the 1575 calculation.

The net additions for 2012, 2013 and 2014 have changed from the previously-filed evidence in Exhibit 9.  Can you please provide the reasons?

Is it just construction work-in-progress, or is there something else in there?

MS. CASSON:  Sorry, which page are we referring to?

MS. SABHARWAL:  Exhibit 9, page 29.

MS. CASSON:  Thank you.  So the changes to this table, there are two.   One is that we've updated 2014 for the actuals, and the other change was based on the confusion that was caused by including WIP in the net book value calculation.

So I've revised the table to exclude those numbers.

MS. SABHARWAL:  Okay, thank you.  And each of the years on this evidence shows that the same amount -- that the amount for additions is the same under old and new CGAAP.  Were there no changes in capitalization policies?

MS. CASSON:  No.  We didn't have any changes related to overheads, which is the significant component of changes.

MS. SABHARWAL:  Okay, thank you.

So another related question now.  New CGAAP and modified IFRS, the net additions -- you did a calculation of 1575.  But there are changes, there are differences between 2014 new CGAAP actual net additions and modified IFRS net additions for the same year.

Given that the capitalization policy changes are consistent with -- were supposed to be made consistent with modified IFRS effective, you made those changes in 2012.  Why are there differences?

MS. CASSON:  Could you point me to the table that we're looking at?

MS. SABHARWAL:  Actually, you didn't do a 1575 recalculation.  But you do have the appendix 2-BA, modified IFRS.  I will have to look for it -- give me a second.

So even depreciation, shouldn't there be no changes from revised CGAAP and modified IFRS, since that is what the Board said that everybody was supposed to do?

MS. CASSON:  For 2014?

MS. SABHARWAL:  Well, 2013 it was mandatory.  So 2014, obviously.  You were already on CGAAP with changes that were consistent with IFRS.

MS. CASSON:  Correct.

MS. SABHARWAL:  So why are there differences between additions under CGAAP, which is revised CGAAP, and modified IFRS?

I know you didn't ask for its disposition, but I still would like to know why there are differences.

MS. CASSON:  Sorry, I just want to be clear.  And this is for table 2-EA for the 1575?

MS. SABHARWAL:  Yes, table 2-EA.

MS. CASSON:  Okay, thank you.  I'll have to -- can I take this and get back a response?

MS. SABHARWAL:  Hmm-hmm.

MR. MILLAR:  Yes.  So that will be undertaking JT1.18.
UNDERTAKING NO. JT1.18:  with reference to appendix 2-BA, TO EXPLAIN the difference in net additions and net depreciation between old CGAAP and modified IFRS


MR. MILLAR:  And just so the record is clear, can you state what it is you're undertaking to do?

MS. CASSON:  Yes.  I am going to reconcile why there's a difference in table 2-EA with our continuity schedules in appendices 2 B.A; is that correct?

MS. SABHARWAL:  No, what I'm trying to --


MS. CASSON:  Sorry, the difference in the opening and the net?

MS. SABHARWAL:  The difference in net additions and net depreciation between old CGAAP and modified IFRS, because you had already made all of the changes.

MS. CASSON:  Correct.

MS. SABHARWAL:  And if there are any differences, why are there any differences.

Also, if you could update 1575, that would be great, too.

MS. CASSON:  Okay.  If there's any issues, I will update that as well.

MS. SABHARWAL:  Okay, thank you.

MR. MILLAR:  So that is JT1.18.


MR. VETSIS:  Maybe for the non-accountants in the room, it would be helpful if you give us a specific evidence pinpoint before you start the question, just so the rest of us can follow along.

MS. SABHARWAL:  Okay.  So if you are going to update the evidence, that would be table 9-9, account 1575.

MR. BACON:  Can we just check something?

MS. SABHARWAL:  Yes.

[Witness panel confers]


MS. CASSON:  My suspicion is that it is the gross asset value that is removed off the books for the assumption of dispositions.  This is a net addition, and I believe that we removed 394,000 out of our gross assets.  But I will -- I will address that in the undertaking.

MS. SABHARWAL:  Thank you.  I have one last question, and that's with respect to OPEBs; that was our question 4-Staff-15.

So under part (a), we asked how did you address this reduction in liability in the rate application.  We were just trying to figure out whether you addressed it in rates.  But you gave us an answer that it was how you did it on your financial statements, which is you -- you went through your retained earnings.

So we just wanted to confirm that you have not -- that's what it looks like to me, that you have not addressed it in rates.

MS. TENNANT:  That's correct.  It went through the retained earnings in both cases, in the financials and in the rate application.

MS. SABHARWAL:  Okay, thank you.  That's all.

MR. MILLAR:  Okay, great.  I think that's -- I'm sorry, you had something to add?

MS. CASSON:  Sorry, back to the prior -- page 19, table 9-8 provides the -- sorry I didn't catch this -- provides the asset disposals, which is the difference of the 394.


MS. SABHARWAL:  Okay, thank you.


MS. CASSON:  So I don't think we need that undertaking.


MR. MILLAR:  Okay, I think -- I think that concludes our technical conference.  Mr. Vellone, did you have any final matters?


MR. VELLONE:  No.


MR. MILLAR:  Okay.  I think where we are then is we are meant to file the issues list by Friday, but I understand that the parties have been talking and we should be on track for that, and then the next date is the settlement conference on May 19th.


Okay, so we are adjourned.  Thank you very much to the witnesses, and safe travel back home.


MR. VELLONE:  We have a bunch of undertakings we need to get back to folks on.  Maybe it would make sense just to talk logistics on that.


Having had a chance to speak with the witnesses, there are some of the undertakings that are going to require an incredible amount of effort to do.


I think it is reasonable to anticipate that we will get the bulk of the answers back by next Wednesday, which is still a solid week ahead of the settlement conference.  Is that okay for everybody?


MR. MILLAR:  I can only speak for Staff, of course, and most of the undertakings are not ours, but obviously the sooner you can get them before the settlement conference, the better.  I understand some of these do require a significant amount of work, so we will leave it in your -- to your good efforts.


MR. VELLONE:  Thank you.


MR. MILLAR:  Okay.  I think we are adjourned then.

--- Whereupon the conference concluded at 1:55 p.m.
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