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Wednesday, May 6, 2015

--- On commencing at 9:30 a.m.

MS. HELT:  Good morning, everybody.  My name is Maureen Helt.  I am counsel with the Board.  The purpose of today is to have a technical conference with respect to the application by Toronto Hydro-Electric Systems Limited, EB-2014-0116, with respect to a specific issue concerning wireline pole attachment rates.

The normal course for a technical conference is to have questions asked with respect to any clarification that is required with respect to interrogatories that were asked and answered.  Sometimes additional questions come up that do not relate specifically to the interrogatories, and usually those questions are also allowed to be asked and answered.

However, the purpose of the technical conference is set out in Rule 25 of our Rules of Practice and Procedure, which indicates that the purpose is to review and clarify an application, an intervention, a reply, the evidence of a party, interrogatories, or matters connected with interrogatories.

We have our court reporter, Teresa, who will be transcribing today's technical conference.  We are also on-air, which means that those who are wishing to log in and listen to the technical conference live, they can do so.

Just in terms of process, we will have the two witness panels appearing on the bench that is next to the court reporter at the far end of room, far end from myself.  I understand that Toronto Hydro will be putting up its witness panel first, to be followed by a witness panel from the Carriers.

For the witnesses and for anyone else who will be asking questions, you will note that on the console in front of you there is, by the microphone, a green button.  You have to press that button, and it will then light up to show that you are actually being -- your microphone is on.  If it's not on, the court reporter, Teresa, may have difficulty hearing you, and she will ask that you turn your microphone on.

One thing to note, though, is that when you are sitting over in the witness-panel table, the buttons control two -- two microphones.  So if the person next to you turns it on and then you -- and then turns it off and then the other person can turn it on or off with their button, so just watch for that.  It is not that tricky, but I thought I should mention it.

We will first go through appearances.  Then we will deal with any preliminary matters.  I don't think there are any.  And then we will start right away with the questions.

The normal process as well is to have a short morning break, usually around eleven o'clock.  That is primarily so that the court reporter can have a break.  And then we will break for lunch, and it might be a shorter lunch if we think we might be able to get done by the early afternoon, but we will do it on consensus and what seems to work best for everyone.

If anyone has a particular phone call or anything they need to take during the lunch hour, if you can let me know, and we will try and schedule a lunch break around that.

So in terms of appearances, my name is Maureen Helt.  I am counsel with the Board.  With me I have Martin Davies.  He is the case manager with respect to this particular application, and behind me is Ian Richler, who is also counsel with the Board.
Appearances:


MR. SMITH:  Good morning, Crawford Smith, counsel for Toronto Hydro, and with me is Daliana Coben of Toronto Hydro.

MS. MILTON:  Hello, Leslie Milton, counsel for the Carriers, and with me I have Michael Piaskoski of Rogers on my left, Suzanne Blackwell on my right, and, to the right of Suzanne, Roger Ware.

MS. McALEER:  And I am Jennifer McAleer, also of Fasken Martineau, and co-counsel with Ms. Milton.

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

MR. MacINTOSH:  David MacIntosh, consultant for Energy Probe Research Foundation, and I would also like to put an appearance in for Dr. Roger Higgin.

MS. HELT:  Is there anyone else?  No?

MS. FRASER:  Marion Fraser, consultant representing BOMA Toronto.

MS. HELT:  Thank you.  So we can start then.  If Toronto Hydro's witness panel would like to -- unless there are any preliminary matters, Mr. Smith?

MR. SMITH:  No preliminary matters.  We have, as previously indicated, Mr. Elias Lyberogiannis here, Mr. Kaleb Ruch, and Wendy Cheah.

Just for those who have not met the witnesses before, Mr. Ruch is on the far right-hand side looking at the panel.
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MR. SMITH:  So I have no preliminary matters and no questions to ask the panel, so I would just tender them for questions by the Carriers.

MS. HELT:  Thank you, Mr. Smith.

Ms. Milton?
Questions by Ms. Milton:

MS. MILTON:  Thank you.  So I am going to start with a few questions on some of the cost inputs to the pole attachment rate, and then my colleague, Jennifer McAleer, will follow with a few more.

I wanted to start with the administration cost that's included in the pole attachment rate.  And the interrogatory that I will mostly be looking at, for the purposes of these initial questions, is WR-Carriers-13.

MS. HELT:  For the witnesses' information, the interrogatories will also appear on your screen, in case you are having difficulty finding the hard copy.

MS. MILTON:  So as we understand that response, the calculation of the administration cost that's included in the pole attachment rate is largely based on the cost of the asset attachment and lease department.

What we would like to understand better is what exactly the asset attachment and lease department does.  So it's our understanding that that department would perform the permitting activities associated with both overhead and underground attachments; is that correct?

MR. LYBEROGIANNIS:  Yes, that would be one function of the department.

MS. MILTON:  And would they also perform tasks around any work -- make-ready work that is necessary to be done for an attachment and field inspections?

MR. LYBEROGIANNIS:  Yes, they would conduct the field inspections associated with that.

MS. MILTON:  And I understand, also, that they would also -- they also do some tasks in respect of what's called the pole inspection program, or the PIP; is that correct also?

MR. LYBEROGIANNIS:  Yes, that is correct.

MS. MILTON:  What other tasks would that -- the asset attachment and lease department perform?

MR. LYBEROGIANNIS:  The department, I guess, largely can be divided into three sections.  The first section is the permit processing section, which is the one that you spoke about earlier.  The second section is the inspection section, which would conduct the PIP inspections.  And the third one is a general administrative contract management and process management section.

MS. MILTON:  And that section, it would handle sort of the general admin and contract issues around the permit process and the inspection process?

MR. LYBEROGIANNIS:  Generally, yes.

MS. MILTON:  Okay.  We were wondering if you would be able to provide to us the total annual operating expenses or costs of that department for the period from 2012 to 2015.  Is that something you can provide to us or, if we missed it on the record, could you direct us to that?

MS. CHEAH:  Certainly.  The total costs of that department was reflected in two exhibits.  It was in the response in Carrier-15, but it was also previously presented in our Exhibit 3, tab 2, schedule 1, table 2, under "jobbing and merchandising".

MS. MILTON:  So if we could just go to 15.  So you're referring to -- so where would I find that in 15?  Is it the...

If I flip over to page 3 of 4 in that interrogatory response, is it the total?  Is it the total of all the -- I guess I should go back to page 2 on the table.  Is the table where I should be looking for that number?

MS. CHEAH:  That's correct.  So in response to (a) on page 2 of 4, it is the first line in the table.


MS. MILTON:  The first line is pole and duct rental expenses.  So it is that line?


MS. CHEAH:  Correct.


MS. MILTON:  Could you take us -- you referenced another exhibit where the number is also on the record.  Could we just take a look at that, please?


MS. CHEAH:  Certainly.  It is Exhibit 3, tab 2, schedule 1, table 2, the tables labelled “merchandising and jobbing summary”, specifically on line 18.

MS. MILTON:  And that number is the total cost for the department before it's been deflated; I will use the word deflated.

But as I understand then, the costs of that department -- first you are going to subtract-out an amount for costs charged by employees for discrete jobs for customer-specific work.


And then after you have done that, you allocated 76 percent of the costs of the department to the administration costs that is included in the pole attachment rate.  Is that right?


MS. CHEAH:  That would be correct, and we did deduct costs that were specifically attributable to direct jobs that we could identify.

And then we did take the 76 percent allocation factor, but our recent update also considers the denominator, including the total number of poles managed by that group, also the allocation factor that was also multiplied to bring that number to the 502 -- sorry the 503 that you see presented as administrative costs.

MS. MILTON:  Okay.  I have a few more questions about the amendments in a moment, but the number we see in 15 (a) and in that schedule you just took us to, that is the top-line total amount of expenses on an annual basis for the asset attachment and lease department, before you have done any of the adjustments, to get to the costs that is included in the admin rate?


MS. CHEAH:  That is correct.


MS. MILTON:  Okay.  So you mentioned -- you confirmed a minute ago that there has been a deduction from those departmental costs for the jobs that are charged for -- I think the phrase was costs charged by discrete jobs for customer-specific work.


I wanted to get a better understanding of it.  How did you determine those costs?  Are they separately tracked?


MS. CHEAH:  Yes, they are separately tracked, in what we internally call work orders.  So either internal staff or our contractors will directly charge to specific work orders.


MS. MILTON:  And those costs for discrete jobs, are they deducted from -- and if I could go back to the Carriers-13 response again, because I think I took you away from that for a second, and to that table in 13(a).


Are those costs deducted from payroll costs?  So are there specific -- is there a specific tracking of costs for discrete jobs that go to payroll, and there's been a deduction for that?


MS. CHEAH:  Yes.  Our gross payroll would include all of the staff members in the department and then, subsequent to that, any direct charges to a job or to the work orders would be deducted from the payroll line.


MS. MILTON:  Is it just a deduction from the payroll line, or would there also be a deduction from, say, inventory direct purchases?


MS. CHEAH:  There would also be a deduction from, correct, inventory and direct purchases as well.


MS. MILTON:  Would there be a deduction from any of the other line items in the table?


MS. CHEAH:  There may also be deductions in the support cost as well.


MS. MILTON:  Would you be able to provide us the deductions for each of the line items for these specific costs for the period from 2011-2015, or point us -- if they're on the record already, point us to where they are?


[Witness panel confers]

MS. CHEAH:  The number that was provided in Carrier-15 is the gross value of the total department.

So I just want to clarify the specific request as to where we're starting from and where we're deducting to.

MS. MILTON:  So we wanted to get the deduction from payroll, because you told me the deduction -- we might be able to calculate the top line; I'm not sure.  But we would like to know what the deduction was from payroll costs, from inventory direct purchases, and from support costs, because you identified that there was some deduction from each of those line items, and we would like to know what the deduction was from 2011 to 2015.

I suspect you may not have the number for 2011 because you have said you don't in this table. But if that is the case, then for 2012 to 2015.


So what amount did you -- not just the top line, but what amount did you deduct for these each individual line items where you made a deduction for costs charged by discrete jobs?


MS. CHEAH:  We can try to provide that on a best efforts, yes.

MS. MILTON:  I am not sure of the formality here.  Do I ask for an undertaking, or is that --


MR. SMITH:  That's fine, we will give the indicated undertaking.


MS. HELT:  Yes.  So we will note that as Undertaking KT1.
UNDERTAKING NO. JTC3.1:  To advise the deductions from payroll costs, inventory direct purchases and the support costs for 2012 to 2015

MS. HELT:  And just to clarify, you asked for the deductions for each of the line items.  But is it correct that the line items you are referring to are specifically the payroll costs, the vehicle costs, and the support costs?  Or does it go beyond that?


MS. MILTON:  It is the payroll costs, the inventory direct purchases and the support costs, because it is my understanding from the costs those were the only line items where there was a deduction.

But we would like to see it for any line item where a deduction was made.

MS. HELT:  Is that understood?

MS. CHEAH:  If I could just clarify.  So our charges 
-- the methodology that we arrived at to present in Carrier-13, we deducted from the gross amount by specific work order deductions.

So that's why I hesitated in terms of -- it is a little bit of work in order to carve it out by discrete lines of businesses for each expense element line item as reported in Carrier-13.


So we can demonstrate, of the total gross costs, how much was removed and then -- but perhaps not by which areas they relate to.


MS. MILTON:  I am not following, because somehow you must have calculated these line items.  So to get to the line items, you must have done a deduction for these costs for discrete jobs.


So there must have been a deduction.  You must have come up with a total number that you deducted, and that is what we're looking for.

MS. CHEAH:  That's correct.  We did have a deduction.  But the request was specific to the various work orders that we charged them to. We aggregated the total costs charged to the discrete projects.

Again, we will attempt to provide you the requested information.


MS. MILTON:  Yes, because what we're looking for is the build-up to the numbers you have in the line items here.


MS. HELT:  And just to correct myself, it should be JTC, my apologies.  And as this is technically the third day of technical conferences for this proceeding, we will call it JTC3.1.


MS. MILTON:  Now, as I understand it, when you got to the total administration costs with various deductions, then you allocated 76 percent of those costs to the pole attachment rate, based on the number of permits that are issued for overhead attachments by the department as a percentage of the total permits that are issued by the department.  Do I have that right?


You did this 76 percent allocation to the admin costs that are included in the pole attachment rate?


MR. LYBEROGIANNIS:  Yes, that is correct.


MS. MILTON:  And the 76 percent, as I understand it, is the number of -- it's a percentage based on all overhead permits issued by the department as a percentage of the total permits issued?  Correct?

[Witness panel confers]

MR. LYBEROGIANNIS:  One correction.  It's -- the percentage is based on the number of applications received, not the number of applications granted.

MS. MILTON:  So it is based on all applications received for an overhead attachment?

MR. LYBEROGIANNIS:  Yes.  So it would be the percentage.  So there are -- it's the percentage of overhead applications, divided by the number of overhead applications plus underground applications.

MS. MILTON:  So the percentage of overhead applications to the total number of applications?

MR. LYBEROGIANNIS:  Yes.

MS. MILTON:  So we would like to try to unpack the number a bit.  And what we would like to know is, what were the total number of applications filed by wireline attachers that pay the pole attachment rate?  Because we understand there were a number of applications for streetlighting attachments and non-wireline communications attachments; banners, TTC infrastructure, you name it.

So would you be able to provide us, for each year from 2011 to 2015, the number of applications that related solely to wireline attachments that will pay the wireline attachment rate?

MR. LYBEROGIANNIS:  Yes, we could provide that.

MR. SMITH:  We will do that.

MS. HELT:  That will be Undertaking JTC3.2.

UNDERTAKING NO. JTC3.2:  TO PROVIDE, FOR EACH YEAR FROM 2011 TO 2015, THE NUMBER OF APPLICATIONS THAT RELATED SOLELY TO WIRELINE ATTACHMENTS THAT WILL PAY THE WIRELINE ATTACHMENT RATEl AND TO PROVIDE THE TOTAL NUMBER OF APPLICATIONS THAT WERE RECEIVED IN EACH OF THE YEARS.

MS. MILTON:  And as part of that, so we understand what -- I'm going to get this backwards -- the denominator is, could you also for the same period, could you provide us with the total number of applications that were received in each of the years?

MR. LYBEROGIANNIS:  Yes, we can do that as well.

MS. MILTON:  Thank you.

MR. SMITH:  We will just do that as part of the same undertaking.

MS. HELT:  Thank you.

MS. MILTON:  Now, I understand from the response to 13(h) -- and this is not the only place in the evidence that this is discussed, but it is here as well -- that there was an allocation of what are called shared services costs.  And those effectively were allocated to this department and then were part of the departmental costs that were included for the purposes of determining the admin costs that are included in the pole attachment rate.

And in this particular interrogatory response, in the middle you will see it says:

“Shared services costs related to finance, legal, communications, and human resources are also included in support costs, pursuant to the methodology set out in Exhibit 4A, tab 5, schedule 1."


Now, we can go to that exhibit if you wish.  I can say that it gives some generic information on some of the ways you allocate certain elements of shared costs for certain finance costs.  It says you allocate them by payroll or by invoices.  But it doesn't give us any information on how those costs were specifically allocated for the purposes of determining shared services costs attributable to this department.

So what we would like to understand is, for each of those categories of shared services costs that you have identified, so finance, legal, communications, and human resources, we would like to understand the amount that was allocated to the department, the methodology that was used to determine that amount, and the data inputs.  And we would like that for the period from 2012 to 2015.

Is that something you could do for us?

[Witness panel confers]

MS. CHEAH:  I can speak about the methodology at this point in time, if that is acceptable?

MS. MILTON:  Sure.  Yeah.  We can start there.

MS. CHEAH:  So with regards to the finance accounting, there was an assessment in terms of the amount of work that was historically performed by the finance department in the various groups that support the asset attachment and lease group that was then quantified in terms of payroll dollars by the percentage of time allocated to support that group.

The similar exercise was completed for legal and regulatory and compliance group.  So looking at historical activities and the number of FTEs that were dedicated in supporting the different functions of the complexities of the contracts and the regulatory governance around that group, and that assessment was done specifically for both the '13/'14 year, and an estimate was completed for '15.

With regards to HR, that one is very consistent with our corporate allocation methodology.  It is based on actual head counts within that group.  And then the assignment of costs are -- they're allocated.

So overall there's -- it was very, either discretely done based on review of actual time spent in '13 and '14 or it was based on head count allocation.

MS. MILTON:  Would you be able to provide us the actual data?  So I understand now the high-level methodology.  Would you be able to provide us with the actual data that was used and then the totals for each of those elements, legal, finance, and human resources for each of the years I identified and the input to get those numbers?  Is that possible?

MR. SMITH:  Sorry.  I am not sure I understand the question.  When you say what data is -- what data are you looking for, other than the actual allocations?

MS. MILTON:  We're looking for the actual allocations and then how you calculated the -- any data that you used to get to those actual allocations.

So, for example, if I'm understanding you correctly, you will have an allocation for finance, and then you would tell us that a certain percentage of time was allocated to the department, and so you will give us the percentage and you will give us the total amount of time for all of legal or shared services costs.

So that's what we would be looking for, the -- what was the amount charged for, say, legal, what was the percentage of time allocated to the department, and what was the total amount of time.

Similarly, it would be by FTEs for legal and by head counts for HR.  So it would give us the head count information that got you to that line item for legal -- or, sorry, for HR.

[Witness panel confers]

MS. CHEAH:  Yes, we can provide it.

MS. MILTON:  Thank you.

MS. HELT:  All right.  That will be Undertaking JTC3.3.  


UNDERTAKING NO. JTC3.3:  FOR EACH OF THOSE CATEGORIES OF SHARED SERVICES COSTS IDENTIFIED, FINANCE, LEGAL, COMMUNICATIONS, AND HUMAN RESOURCES, TO UNDERSTAND THE AMOUNT THAT WAS ALLOCATED TO THE DEPARTMENT, THE METHODOLOGY THAT WAS USED TO DETERMINE THAT AMOUNT, AND THE DATA INPUTS FOR THE PERIOD FROM 2012 TO 2015.

MS. MILTON:  And can you confirm that I'm right in understanding that 76 percent then of the shared services costs that you calculated, 76 percent of those have been allocated to the admin costs that are used in the pole attachment rate?

MS. CHEAH:  After the assessment of the shared service costs attributable to the asset attachment and lease group, we then deducted amounts that would have been directly charged to those specific jobs that we quoted, that we removed from the gross cost of the AEL group.

Then a 76 percent factor was applied to that, and then, again, we divided by the number of poles and applied the allocation factor of 1.6 to reduce the per-pole -- sorry, per-attachment costs of $2.17.

MS. MILTON:  Could I unpack a bit the top line?  So was any amount of shared services costs allocated to the costs charged for discrete jobs?  Was any amount of the shared services costs allocated to that -- that proportion of the work that's done by the department?

MS. CHEAH:  Yes, it was.

MS. MILTON:  And how was that done?

[Witness panel confers]


MS. CHEAH:  A standard allocation factor is applied to our billings to third parties for direct charge work that we have.  And so the same allocation percentage was applied to these costs.


MS. MILTON:  So what you're saying is when you looked at the -- when you calculated the costs that were associated with all of those discrete jobs that you subtracted, in determining those costs you applied a standard allocation factor that captures the shared services costs?  Is that --


MS. CHEAH:  Correct, and we would have taken that absolute dollar amount, in terms of what we expect to recover in the direct billing activities, and we deducted that from the allocated amount of shared services to the asset lease and attachment group.


MS. MILTON:  Would you be able to give us the standard allocation factor that was used for 2011 to 2015, the standard allocation factor that was used for those costs associated with discrete customer jobs?


MS. CHEAH:  I would have to look it up.  But, yes, we would be able to.


MS. MILTON:  If you could do that?


MR. SMITH:  Yes, we will do that.


MS. HELT:  Undertaking JTC3.4, to provide the standard allocation factor for the particular costs referenced.
UNDERTAKING NO. JTC3.4:  to provide the standard allocation factor for the particular costs referenced


MS. MILTON:  Now I just have a couple of questions to understand -- you have partly covered this, but I have a couple of more questions understanding the amendments that were made to the admin costs in the April 24th filing.


So if I could take you back to 13(a) in the table just for a minute?  If I take, for example, the payroll costs in 2015, so that $416.5, does that $416.5 include already the 1.6, the division by the 1.6 number of attachers?  Or is that the amount before you divide by the 1.6?


MS. CHEAH:  That already includes the 1.61.


MS. MILTON:  Okay.  And then if we head over to the next page, to the bottom of the table, for 2012 through to 2015 you've used a number of poles of 170,360.


Can you tell us how you came by that number?


MS. CHEAH:  Certainly.  The department -- sorry, the number of poles there is the original 135,986 that was previously stated.


We have also added-in the streetlighting poles that are currently being reviewed for transfer into the regulatory, and that net balance was added to the 135,986 poles to come up with 170,360.


MS. MILTON:  So if I could take you back, then, to, I think it is response 1(a) -- do we have that handy?  You talk about the number of poles there, and that's where we went to try to understand this number.


And you do have the 135,986 and then, for streetlighting poles, you have 39,430.  That gets you to a total in that table of 175,416.


And when we subtracted the 5,900 poles that are identified under that table we were just looking at in 13(a), we don't get 170,360.  We get a slightly different number and we were wondering why, because your explanation would suggest it should be the same.


[Witness panel confers]


MS. CHEAH:  So the number was calculated using the 40,274 poles, and that was specifically commented on in our streetlighting application in EB-2009-0180, table 3, page 18.


MS. MILTON:  So that's the total number of streetlighting poles?


MS. CHEAH:  That was the total number of streetlighting poles applied for transfer during the 2009 application.


Then subsequent to that, in our current application, in Exhibit 2A, tab 5, schedule 1, page 6, line 7, the 5,900 poles that you referred to was stated to not be part of that transfer, and that's how we get to the 170,360 poles.


MS. MILTON:  So it is the 135,986 then it is 40,274 minus 5,900?


MS. CHEAH:  Correct.


MS. MILTON:  So the 39,430 that we saw, that's been modified a bit.  It's been modified to 40,274, and that amount includes streetlighting poles that you were not allowed to transfer; correct?


[Witness panel confers]


MR. LYBEROGIANNIS:  If we refer back to Carriers-1(a), the 39,430 number is the most accurate number we have for streetlighting poles.  The 40,270 is a number that came from that 2009 application.


MS. MILTON:  So which one is the right number, I guess?  Which one --


MR. LYBEROGIANNIS:  The best number at this point in time would be the 169,000 number that you have calculated.


MS. MILTON:  But you didn't use that number when you got to the 170 in your 13(a) table.  You actually used the 40,000 number, minus 5,900?


MR. LYBEROGIANNIS:  Yes.


MS. MILTON:  For the 5,900 streetlighting poles that you were not permitted to transfer -- if that's the appropriate term -- does the asset attachment and lease department handle permits for those poles?


MR. SMITH:  Sorry, the witnesses -- do whatever you were doing.


[Witness panel confers]


MR. SMITH:  Ms. Helt, I understand that the link is, the on-air link is not functioning, although it seems -- so those people who were listening are probably being cut off periodically.  There seems to be some technical problem.


MS. HELT:  Well, then we could take a short five-minute recess so I can try and address the technical problem.


So why don't we do that.  We will come back at quarter after ten and, hopefully, it will be resolved by that point in time.  So we will take a brief recess.  Thank you, Mr. Smith for informing me of that.

--- Recess taken at 10:10 a.m.
--- On resuming at 10:14 a.m.

MS. HELT:  All right.  Our technical support has reviewed and checked the system, and it looks like we're good to go.


I would, perhaps, ask that if you are answering a question or asking a question, that you just make sure you do speak into your microphone, because it may be trailing off somewhat when it's being recorded and transferred on-air.


So, Ms. Milton, if we could start again.


MS. MILTON:  So I think you were looking at whether the 5,900 streetlighting poles that have not been transferred, whether the department -- because I don't want to say the full name of it again -- whether that department issues permits for those poles or not.


MR. LYBEROGIANNIS:  Those 5,900 poles are located on local roads.  They are true streetlighting poles, and we wouldn't receive any applications for any attachments for any of those 5,900 poles.


MS. MILTON:  All right, thank you.


Now, there was another amendment, and you referred to it earlier.  There was another amendment to these costs that was filed April 24th, and the cover letter to the filing said that the administration costs have been updated to exclude costs related to field inspectors in the asset attachment and leases function, because Toronto Hydro determined that these costs should be recovered through other means, e.g. permit and make-ready fees, direct costing to specific projects such as the pole inspection program and other distribution projects.


So we wanted to try to understand where those deductions were made and how.  So if I could take you back to the table in 13(a), on payroll costs, was there a new deduction for these costs of field inspectors?


MS. CHEAH:  Yes, there was.


MS. MILTON:  And can you tell us what the methodology that was -- can you describe the methodology that was used to calculate that deduction?


MS. CHEAH:  Yes, I can.  So in reviewing their historical activities that they -- over the past few years, we identified the number of hours that they would be so-called stranding back into the department's opex costs.  We reviewed that historically to identify a percentage.  That percentage did work out to be approximately just -- it was just a little below 15 percent of their costs were reallocated back into opex.  Those costs were then removed out of the original submission and therefore presented at a lower number in our current update.


MS. MILTON:  So for payroll, can I understand that sort of for each year there was kind of a 15 percent deduction to the line item?


MS. CHEAH:  Correct, approximately 15.


MS. MILTON:  So for each of the years.  So you provided for 2012 through to 2015, so we can assume it was about 15 percent for each of those years?


MS. CHEAH:  It would be specific to just the field inspectors, yes.


MS. MILTON:  So I have the same question for the other line items.  So for vehicle costs was there an adjustment for this issue as well, or not?


MS. CHEAH:  Yes, it was.  As previously stated, there was a number presented in vehicle costs.  You will now note that it is nil.


MS. MILTON:  Okay.  And then going to the next -- I need to move my binder so I speak more into the microphone.  For the next one, inventory direct purchases, was there a deduction for this from this line item?  Was there a deduction for field inspectors from the inventory direct purchases line item?


MS. CHEAH:  Yes.  For each line item, each was updated to reflect the removal of the stranded costs of these field inspectors.


MS. MILTON:  So was the methodology the same for each line item?  Was it 15 percent?


MS. CHEAH:  No, it would not have been 15 percent specifically.  The vehicles would be associated to the actual costs stranded back into that particular department.


So previously stated, we had 28,800.  It has now been removed off the exhibit.


With regards to usage charges, that would have been a per-head-count calculation.  So it would have been removed based on the head count removed from that group.


MS. MILTON:  How do you determine what head count to remove?


MS. CHEAH:  It would be specific to the field inspectors that were removed from this calculation.  Then we would have also removed the head count apportioned to the uses charges as well.


MS. MILTON:  And I think you said each line item had a deduction, and you have spoken about most of them, but you didn't speak about invoices/billing costs and support costs.


Did they have a deduction for these field inspectors as well?  Or...


MS. CHEAH:  Invoicing and billing costs were nil presented previously, and they're still nil.  And support costs, yes, there would have been an adjustment as well.


MS. MILTON:  And how did you determine that adjustment?


MS. CHEAH:  Within support costs also reflects the shared services.  So as previously discussed, in terms of the allocation methodology with respect to shared services, it would have been removed in that similar manner.  The residual and support costs would have been also removed based on head count.


MS. MILTON:  And I think I might have skipped over inventory direct purchases.  Was there a deduction for that, for the field inspectors?


MS. CHEAH:  Yes, there was.


MS. MILTON:  And how was that determined?


MS. CHEAH:  I would have to get some clarification on that one specifically.


MS. MILTON:  So could you get back to us on that one?


MS. CHEAH:  Yes, we can.


MR. SMITH:  Sorry.  I just wonder, given that we're talking about $5,500, whether that is truly necessary.


MS. MILTON:  All right.  We'll move on.  So if we could turn now to productivity loss costs, and I want to focus first on the pole inspection program, or the PIP, if I can call it that, the allocation of those costs to the pole attachment rate.


And the first question we had is, we were trying to figure out what account category the PIP expenses are included in.  We understand that there's something called the WPIP, which I think relates to wooden poles.  And we understand the costs of that program are included in the over line -- overhead line patrols and pole inspections account.  But when we looked at the numbers that we had for this WPIP and the PIP, it didn't look to us like the PIP was included in this over line -- overhead line patrols and pole inspection accounts.


Can you help us out and tell us which account the PIP would fall in?


MR. LYBEROGIANNIS:  Yes.  The wood pole inspection program is independent of the PIP program.  And I am trying to find the reference.  The PIP expenses are in our pole rental expenses category.


If I can direct you to Exhibit 3, tab 2, schedule 1, page 4, line 18, you will notice pole and duct rental expenses.


MS. MILTON:  Yes, I do.


MR. LYBEROGIANNIS:  Those expenses include the PIP program.


MS. MILTON:  So this is the same line item you referenced us to as being the total annual expenses of that department we were talking about, the asset attachment and leases department.


MR. LYBEROGIANNIS:  Yes, that is correct.  As I mentioned earlier, the PIP was undertaken by the inspectors within the asset attachment and leases department.  And therefore, the costs associated with the PIP are in that line item.


MS. MILTON:  Okay.  Could I take you to WR-Carriers-4(f)?


MR. LYBEROGIANNIS:  Yes.


MS. MILTON:  In that response, you provided a list of what you said were typically the data points that are collected through the PIP.


And my first question is:  Is that a complete list of all of the data points that are collected?


MR. LYBEROGIANNIS:  Those headings there are a complete list.  However, please note that for some of those headings, there are multiple fields within the data set.


MS. MILTON:  Okay.  And if we go down the first bunch of them, we've got inspection date, map reference number, civic address, pole number, pole height, pole class, pole condition, pole material, pole ownership -- I would have thought that is Toronto Hydro -- and installation date.


Would you agree with me that those data points relate generally to the pole?


MR. LYBEROGIANNIS:  Yes.


MS. MILTON:  Can you tell me, just because I just tripped over it, pole ownership.  Would there be any poles that you look at in the PIP that aren't owned by Toronto Hydro?


MR. LYBEROGIANNIS:  Yes, there would be.


MS. MILTON:  And how many -- whose poles would those be?


MR. LYBEROGIANNIS:  They could be poles that Toronto Hydro is on, for example, some of the joint use partners; they could be Bell poles.


MS. MILTON:  Would you be able to tell us how many poles that you don't own are covered by the PIP?


MR. SMITH:  Why?


MS. MILTON:  Because the allocation of the PIP cost has been determined based on these data points, and it's based on what we were told was the total number of data points collected for third party attachments relative to the total number of data points collected.


If you're collecting data points related to poles you don't own, we are either -- if we're on them, we're paying someone else to be on them.  And if we're not on them -- well, I guess that is my main point.


So I think those poles should be excluded.  So we would like to know the number of poles that are covered by the PIP program that you don't own.


MR. LYBEROGIANNIS:  The number would be approximately 10 percent of the poles that are captured by the PIP.


MS. MILTON:  And then continuing to scroll drown that list, we've got primary insulator types, primary and secondary risers, transformer type, porcelain pot head installations.


Would you agree with me that those are power-specific issues?


MR. LYBEROGIANNIS:  They are related to Toronto Hydro's equipment, yes.


MS. MILTON:  And it is specific equipment that is used for the distribution of electricity that's on a pole?


MR. LYBEROGIANNIS:  Yes.


MS. MILTON:  Now, the number that you’d use to allocate, as I understand it, you said that there were 1.03 -- thousand or million -- a million data points that were related to third-party attachments.


Can you tell us the total number of data points in PIP that relate to third party wireline attachments that pay the pole attachment rate?  So not other people's attachments, but the number of data points that relate to attachments by people who are paying the pole attachment rate.


MR. LYBEROGIANNIS:  We should be able to provide that information.  I do want to add that all of the fields that you mentioned earlier were, in fact, excluded from the calculation, and were in fact attributed to the Hydro portion of the PIP, each and every one of those fields.


MS. MILTON:  Yes, understood.


MS. HELT:  So then is that an undertaking?


MR. SMITH:  Yes.


MS. HELT:  JTC3.5.

UNDERTAKING NO. JTC3.5:  TO ADVISE the total number of data points in PIP that relate to third-party wireline attachments that pay the pole attachment rate;  to advise the total number of data points collected in the PIP that relate to power-specific fixtures on a pole like the ones just discussed, primary insulator types; the number of data inputs in the PIP that relate to those hydro-specific fixtures; and in that group of third party attachments, the number of data inputs that relate to wireline attachers that pay the pole rate


MS. MILTON:  And could you also just -- what you just said.  Could you also provide us with the total number of data points collected in the PIP that relate to power-specific fixtures on a pole like the ones we just discussed, primary insulator types?


MR. LYBEROGIANNIS:  Yes, we can provide that.


MS. HELT:  That can either be part of the same undertaking -- why don't we note that?  It will be part of JTC3.5.


MR. LYBEROGIANNIS:  Perhaps, actually let me clarify. The difference between the one point --


So you had mentioned that the total PIP data inputs were 1.3 million and approximately, I believe, 1.03 was attributed to the hydro portion.  The difference there would be --


MS. MILTON:  I think maybe I need to clarify.  When we went through that list, there were a bunch at the outset, the first eleven or so seem to relate generally to the pole.  Then there’s a few that relate really to hydro-specific fixtures on a pole.  They have nothing to do with a pole that a telecom company would want to use.


Then there is a bunch that relate to third party attachments.


So what we're interested in knowing is, in that middle portion, the ones that relate to hydro-specific fixtures, we would like to know the number of data inputs in the PIP that relate to those hydro-specific fixtures.


And then we would also like to know, in that group of third party attachments, the number of data inputs that relate to wireline attachers that pay the pole rate.


MR. LYBEROGIANNIS:  Yes, we can provide that as part of that undertaking.


MS. HELT:  Okay.  So that is undertaking JTC3.5.


MS. MILTON:  And if I could move then to the second aspect of the productivity loss cost, which is the pole replacement program cost.


This is discussed in your response to WR-Carriers-14(h). I don't think we need to go there, but if you want to, you certainly can.


As I understand it, the concept is that when you replace a pole, an additional visit is required when those poles have communications attachers.


And you have assumed, in calculating the cost of that, that for every pole that gets replaced which has wireline attachments on it, there is an additional site visit and that means you have to travel to and from the pole.


And I can tell you that all the poles were replaced in the neighbourhood I live in a couple of years ago, and all of those poles were replaced as a group.


So it wasn't one pole.  A crew didn't come in and replace one pole, then go home and come back three days later and replace another pole.  They came in and did the whole neighbourhood in a couple of days.  So they did a large number of poles as a group.  And so they weren't travelling back and forth separately for each pole replacement.


So we were wondering, in light of that, if you would be able to provide us with an estimate of the annual number of pole replacements that are done as part of a group for the 2011 to 2015 period, or you could come at it the opposite way and you could say the number of poles that were individual replacements on an annual basis.


Is that information you could provide to us?


MR. LYBEROGIANNIS:  We do not have a data set, or we don't track specifically how many poles are replaced individually versus how many poles are replaced in groups.


What I can tell you is, we do replace poles both reactively and in a planned fashion.  The poles that we replace on a reactive basis are -- the vast majority of those poles are single poles, and I can tell you that of the requests that we make to carriers, probably just under half of the requests that we make are for replacing those single poles.


The other -- on the planned side, you are correct.  We do tend to bundle -- bundle our planned work in a series of poles.  However, for me to provide you with a single number, I wouldn't be able to do that.


MS. MILTON:  Thank you, that's very helpful.


So I want to move to a new area now.  I wanted to talk briefly -- or I have a couple of questions on the netted, embedded pole costs and depreciation numbers that you have provided in your evidence.


And the interrogatory response that I would like to take you to right now is WR-Carriers-7 and the Appendix A to that response.


MS. CHEAH:  Yes, we're there.


MS. MILTON:  So we see in that appendix you start with the account 1830, which is poles, towers, and fixtures.  And then you have a deduction for an amount that is attributable in account 1995 to contributions and grants, and then you've got "(poles, towers, and fixtures)".


And we wanted to understand how you came up with the number for this account 1995 that you have allocated to poles, towers, and fixtures.  Is there a sub-account that specifically tracks the proportion of the contribution and grants account that relates to poles, towers, and fixtures?


MS. CHEAH:  For internal accounting purposes, we do track our capital contributions specific to the differing asset classes.


I don't believe there is a sub-account with respect to the OEB accounts that segregate this poles, tower, and fixture contribution out.


MS. MILTON:  But you do track it separately, and that's what --


MS. CHEAH:  We do track it separately in our sub-ledgers internally, yes.


MS. MILTON:  Could I take you now to WR-Carriers-8(a)?  And I have a question on the adjustment that you made for streetlighting poles.


And on page 3 of 5 of that response you've got the table, and as I read the table, when you transferred in the streetlighting poles you included accumulated depreciation of 3.5 million for the poles that you transferred in.  And I am told that that represents a somewhat less than 2 percent of accumulated depreciation on the pole and fixture assets.


Then if we drop to the next line in the table -- or two lines down, you've got 2015 depreciation, and you're including 1.1 million.  And I'm told that that represents 12 percent of the 2015 depreciation that you are claiming in respect of all poles and fixtures.


And we were wondering if you could give us an explanation as to why there is that discrepancy.  When they're brought in it seems to be a very small percentage of accumulated depreciation, but for 2015 it seems to be a very significant amount.


MS. CHEAH:  The depreciation for streetlighting, the accumulated depreciation is actually reflective of the 2012 through to 2014 end-of-year depreciation.  When THESL purchased the streetlight assets from its affiliate, the assets would have been restated -- their costs would have been restated to the net book value of the assets being transferred across, therefore re-setting accumulated appreciation to zero at that point in time.


So the 3.5, again, only represents three years' worth of depreciation.  So if you look at the relationship, actually, between lines 2 of the table that you're referring to and line 4 of the table, 1.1 is proportionately reflective of the 3.5 of the three years' accumulated depreciation related to poles.  So it's a reasonable number.


MS. MILTON:  Thank you.  And then finally, I just had a question on poles that are replaced before the end of their life.  If we go to your response to WR-Carriers-11, and specifically 11(b), there is a list there of the poles that are going to be addressed in 2015 within capital programs and a pole count.


And then over in 13 -- 11(e), excuse me, you provided some information for 2015 on the percentages of poles that would be replaced beyond their useful life in respect of the biggest capital replacement program, as I understand it, the overhead circuit renewal program.


We were wondering if we could get the information in 11(e) for those other capital programs that are identified in 11(b).


MR. LYBEROGIANNIS:  So just to clarify here, there is -- for example, underground circuit renewal program, there is 111 poles.  You would like to know how many of those 111 poles are past their useful life?


MS. MILTON:  Well, we're interested in the reverse, but you can come at it in either direction.  So the number of poles that are being replaced before the end of their useful life.  We're just asking if you would have that information.


MR. LYBEROGIANNIS:  We can look into that information for you.


MS. MILTON:  Could we take it as a best efforts?  You will see if you have it?  If you have it you will provide it.  If you don't, you don't?


MR. SMITH:  That's fine.


MS. HELT:  So Undertaking JTC3.6, to use best efforts to provide the number of poles being replaced before the end of their useful life.

UNDERTAKING NO. JTC3.6:  TO USE BEST EFFORTS TO PROVIDE THE NUMBER OF POLES BEING REPLACED BEFORE THE END OF THEIR USEFUL LIFE.


MS. MILTON:  And now there was a third adjustment that you've made in your April 24th filing that related to net embedded costs and depreciation.  And that was an adjustment that was done to remove the cost of an additional site visit that Toronto Hydro believes is required when the company replaces a pole with wireline attachments.


Can you tell us how you calculated the amount that you deducted from net embedded costs to make this adjustment?


[Witness panel confers]


MS. CHEAH:  Yes, I can walk you through that.  We started with the pole replacement cost that we disclosed in the IR response OEB Staff 100, the first value being the pole replacement additional site visit vehicle and labour of being $791.89.  We started with that.


We then multiplied it by the space allocation factor of the 51 percent.  So that's reflected on page 4 of 9 of the response to OEB Staff 100.


From there, we then looked at the total number of poles that were expected to be installed in the year.  So as previously referenced in the last discussion that we just had with regards to the age of the poles, I believe that was Carrier-11, the total number of poles expected to be installed in our program is 3,835.  So that's the addition of all of the programs listed in Carrier-11.


We then multiplied that by an allocation of 64 percent, which is our calculation in terms of the number of poles identified with attachments over the total number of poles of Toronto Hydro.


And that gets you to a number just short of a million dollars that was removed out of the total net embedded costs for poles in total.  And the calculation you see before you in the update is obviously divided by our total number of poles.


MS. MILTON:  So just on that 64 percent, you said that was based on the number of poles that you identified that had attachments.


Is that attachments in general, or wireline attachments that pay the pole rate?


[Witness panel confers]


MR. LYBEROGIANNIS:  That would be all attachments, and that is the same number from Carriers-4(g).


MS. MILTON:  So I was going to ask you the same question with respect to the adjustment to depreciation; was the methodology the same for that?


Is there anything we need to add to discuss how you did the adjustment for this issue to the depreciation cost, or was it the same approach?


MS. CHEAH:  It's the same approach.


MS. MILTON:  Could I ask you -- we were looking before at appendix A to WR-Carriers-7.  Could we get you to update that appendix to show the amounts with this adjustment?


That appendix talked about embedded costs and accumulated depreciation.  Could we get that updated to include this deduction as well for each of the years shown in that appendix?


MS. CHEAH:  Sorry.  Carrier-7?


MS. MILTON:  Yes.  WR-Carrier-7, appendix A, the table at the back.


MS. CHEAH:  The adjustment was made prospectively, so the adjustment was only made for the 2015 year.


That was reflected in our response to Carrier-7(c), and that's where you can see that we've removed $987,408 out of the net embedded costs.


MS. MILTON:  Thank you.  I am going to pass it to my co-counsel, Jennifer McAleer, for a couple of other questions.


MS. HELT:  Perhaps before you start, Ms. McAleer, perhaps you can let me know how long you will be for your questions.  I am just trying to determine when it might be an appropriate time to take a short break.


MS. McALEER:  I would estimate I will probably be about twenty to twenty-five minutes.


MS. HELT:  All right.  Why don't you continue with your questions.


Is that all right with the court reporter, Teresa?  All right.  Okay, you may proceed.
Questions by Ms. McAleer:


MS. McALEER:  Thank you.  Good morning, members of the panel.  My questions are with respect to reconciliation that we're looking for with respect to the number of poles with attachments, as reflected in the answers to undertakings – interrogatories, I should say.


So I don't know if you have already had the benefit of reviewing the evidence of Suzanne Blackwell, but in Ms. Blackwell's evidence, there's actually a chart set out at table 18 that provides an estimate -- or a summary, rather, of the different places in the undertakings that relate to pole counts and the different numbers that we have.


And again I said "undertakings".  I meant "interrogatories".


MR. LYBEROGIANNIS:  Ms. McAleer, can I get a page of Ms. Blackwell's evidence?


MS. McALEER:  Certainly.  That is page 62, paragraph 176.  It’s the table that follows paragraph 176.


MR. LYBEROGIANNIS:  Thank you.


MS. McALEER:  If you look at that table, what Ms. Blackwell has done is, with respect to each category and the number of poles, she has actually cross-referenced to the interrogatory provide that provided that information.


I am happy to take you to each of those, if it would assist the members of the panel.  But what we're trying to do is we’re trying to reconcile these numbers.


So perhaps the best way to start would be to actually go to the response to interrogatory, which was Carriers-4(a).


MR. LYBEROGIANNIS:  Yes.


MS. McALEER:  So in Carriers-4(a), you will see response (a), which indicates that the total number of third party attachments at 74,638 by a number of poles of 46,405.  Do you have that?


MR. LYBEROGIANNIS:  Yes.


MS. McALEER:  That's the total number of poles that we understand have attachments of one kind or another, be it wireline or wireless, is that correct?


MR. LYBEROGIANNIS:  That was the number as of March 2014.  The PIP program began in 2011, and it took until the end of 2014 for that program to come to a conclusion.


As of March 2014, having been to 80 percent of the pole locations, 46,405 of that 80 percent of total pole locations is what had attachments on them.


MS. McALEER:  All right.  That was my understanding as well.


So if we then put that number aside, and then if we go to the next number in Ms. Blackwell's chart -- which is in respect to Carriers answer 5(c) -- so with Carrier-5(c), there is a table that provides the number of poles by pole length.


And if one adds up all of the different poles that have one or more communication attachers, one gets a figure of 47,279.


I will give you a moment, because I see that you're calculating.


MR. LYBEROGIANNIS:  Yes, I see that.


MS. McALEER:  All right.  And as I understand it, these are only poles with wireline communications, is that correct?  Not wireless as well?


MR. LYBEROGIANNIS:  This number is actually representative of all attachers, the vast majority of which are wireline carriers.  And the reason that there are -- actually, I will stop there.


MS. McALEER:  I think you are anticipating my question, which is, why is that number higher than the number we had just looked at, which was 46,405, which I understood was all attachments.


MR. LYBEROGIANNIS:  They both represent all attachments.  One number is a subset of our total number of poles, and that is because, as of March 2014, we had not completed the PIP program.


MS. McALEER:  Oh, are you saying that the first number I took you to then, the 46,405, is only 80 percent?


MR. LYBEROGIANNIS:  Roughly.


MS. McALEER:  Oh, sorry, I understood that to be 100 percent, based on the fact that you had surveyed 80 percent of the poles.


MR. LYBEROGIANNIS:  No.  It is only indicative of what we had found as of March 2014.


MS. McALEER:  I see.  So it is only -- so if we wanted to take that number and project it to the 100 percent, it would -- we'd have to add another 20 percent.


MR. LYBEROGIANNIS:  If you would like the exact number, it is in one of the interrogatory responses.  Just bear with me for a second.


MS. McALEER:  Sure.


MR. LYBEROGIANNIS:  I can find that.  If I can take you to wireline Carriers-4.


MS. McALEER:  Yes.


MR. LYBEROGIANNIS:  Part (g).


MS. McALEER:  Right.


MR. LYBEROGIANNIS:  Probably the best number to look at would be the 2015, which would be 55,734 if we're speaking today.


MS. McALEER:  All right.  I was going to take you to that number as well, because that is also in Ms. Blackwell's chart.  It is actually the next number in her chart.


So do I understand you to be saying then that the 55,734 -- or actually, let's go back a year to 2014.  If we look at the 55,706, you're saying that's 100 percent of the PIP survey?


We know they only surveyed 80 percent, but you're saying if we were to take that number and bring it up to 100 percent we would end up with 55,706?


MR. LYBEROGIANNIS:  Not quite.  As of today the PIP has completed its survey of all 100 percent of the poles.  Based on that completed survey 55,734 poles -- sorry.  Yes.  Poles have attachments on them.


So the best number to use today if we're speaking is the 55,734.


MS. McALEER:  All right.  So then the first number I took you to, the 46,405, that was 80 percent in 2014.


MR. LYBEROGIANNIS:  That was as of March 2014.


MS. McALEER:  Okay.  But with respect to the numbers that are in the chart at 4(g), did you get to the 55,000 by taking the 86,694 and dividing it by the 1.6?


MR. LYBEROGIANNIS:  No.


MS. McALEER:  I see.  So the 55,734 actually represents the PIP survey and the poles that were counted through the PIP survey.  It's not based on revenue and dividing the 1.6?


MR. LYBEROGIANNIS:  Yes.


MS. McALEER:  So then if we could go to the next number in Ms. Blackwell's chart, which is the fourth one that's down, 58,050, poles with billable wireline communication attachers.  And the reference for that is Carriers-3(c).


And at Carriers-3(c) there is a chart with a number of poles indicating how many communication attachers per pole.  And if we -- this is what I have done, and you can tell me if this is correct or not, but with respect to the year 2015, if we take the number of poles with zero communication attachers and we subtract that from the total number of poles with communication attachers, we get to a figure of 86,694?


MR. LYBEROGIANNIS:  Yes.


MS. McALEER:  And if we do the previous year it is actually 86,642?


MR. LYBEROGIANNIS:  86,642, yes.


MS. McALEER:  Right.  And going back to Ms. Blackwell's chart -- I actually jumped down a number, but the 86,694, you'll see it is the very last number in her right-hand column?  Poles with communications attachers?


MR. LYBEROGIANNIS:  Yes.


MS. McALEER:  So how do we reconcile that number, the 86,694, with the 55,734 that we were just looking at?  There seems to be a 30,000 difference.


MR. LYBEROGIANNIS:  I would need to look into the response to 3(c) further in order to respond to that.  But what I can tell you is the -- the number of third-party attachments that you find in Carriers-4(g), the 86,694, is the number of total third-party attachments that our PIP program found.


MS. McALEER:  So, sorry, let me just catch up with you. So you went to 4(g)?


MR. LYBEROGIANNIS:  Yes.  And the table in 4(g).


MS. McALEER:  Correct.


MR. LYBEROGIANNIS:  First line number of third-party attachments.


MS. McALEER:  Right.


MR. LYBEROGIANNIS:  The 2015 number.


MS. McALEER:  Yes.


MR. LYBEROGIANNIS:  86,694.


MS. McALEER:  Right.


MR. LYBEROGIANNIS:  That is the total number of third-party attachments that the PIP program identified.


MS. McALEER:  Just one moment, please.


MR. LYBEROGIANNIS:  Sure.


MS. McALEER:  All right.  So what we're trying to clarify is that, I understand that when you're looking at the chart at 4(g), the 86,694 under 2015 is the number of third-party attachments, not the number of poles, but the total number of attachments.  Is that right?


MR. LYBEROGIANNIS:  86,694?


MS. McALEER:  Correct, total number of attachments.


MR. LYBEROGIANNIS:  Yes, total number of attachments.


MS. McALEER:  Not poles.


MR. LYBEROGIANNIS:  Not poles.


MS. McALEER:  Right.  So then when we look at the other source that I just took you to, which was Carrier response 3(c) --


MR. LYBEROGIANNIS:  Yes.


MS. McALEER:  -- the 86,000 is the total -- sorry, I should be precise.  The 86,694 under 2015 is, I understood, total number of poles, not attachments.


MR. LYBEROGIANNIS:  So I -- looking at the table in 3(c), I would like to take that back just to have a look at that more carefully.  That probably is the best way for me to answer that and identify why there is a discrepancy, as you see it.


MS. McALEER:  Okay.  So Mr. Smith, if we could do that.  I think the discrepancy is clear.  In one place it looks like it is talking about 86,000 plus poles; in the other place it looks like it is 86,000 plus attachments.


MR. SMITH:  No, I understand.  We will take a look at it.


MS. McALEER:  Okay.  Thank you.


MS. HELT:  That will be Undertaking JTC3.7.

UNDERTAKING NO. JTC3.7:  TO IDENTIFY AND CLARIFY WHY THERE IS A DISCREPANCY IN CARRIER RESPONSE 3(C).


MS. McALEER:  Okay, thank you.  And then just going back one step in Ms. Blackwell's chart.  I skipped over the poles with billable wireline communication attachers, the 58,050.  And that was with reference to Carrier response 18(c).  Do you have that?


MR. LYBEROGIANNIS:  I have 18(c), yes.


MS. McALEER:  All right.  So this is the calculation that I understand you're doing, by using the number -- total number of pole attachments and dividing it by the 1.61 figure, and that gives you the 58,050.


[Witness panel confers]

MR. LYBEROGIANNIS:  Yes, that is correct.


MS. McALEER:  All right.  And I did the math for 2014 and it would have been 54,874, if you used the same calculation.


So that would be taking the 87,799 and dividing it by 1.6.


[Witness panel confers]

MR. LYBEROGIANNIS:  Your calculation of 87,799 divided by 1.61 would arrive at a theoretical number of poles.  However, I'm not sure of the relevance of that.


MS. McALEER:  Yes, it may not matter anymore; let's put that aside.


That was back when I thought the 46,405 was the total number of poles in 2014.  But I now understand your position is that it is only 80 percent.

So sticking with the number of 58,050, can we agree, though, that that number is not consistent with either the PIP number of 47,279, or the number of 55,734?


MR. LYBEROGIANNIS:  Yes, there is a difference between those two numbers.

MS. McALEER:  Right, or the number of 86,694 -- if in fact that is the correct number, which I understand we don't know yet.


But there is -- there are different numbers, depending on where we go in the answers to interrogatories, correct?


MR. LYBEROGIANNIS:  Yes.


MS. McALEER:  Okay.  So what we would like, then, is, we would like Toronto Hydro's best evidence with respect to reconciling these numbers.

In particular, we're looking for the total number of poles that have either all types of third party attachments; that is the first thing.

The second thing would be communications attachments. The third thing would be wireline communication Attachments, and fourth would be billable wireline communication attachments.


MR. SMITH:  That's fine.


MS. McALEER:  Thank you.


MS. HELT:  Okay.  Just for the record, then, I will repeat what you just requested.


Undertaking JTC3.8 would be to provide, using your best efforts, the best evidence you have with respect to reconciling the total number of poles, specifically with respect to those poles that have third party attachments, communication attachments, wireline communication attachments, and wireline billable attachments.


MS. McALEER:  Correct.


MS. HELT:  Thank you.
UNDERTAKING NO. JtC3.8:  to provide, using best efforts, the best evidence with respect to reconciling the total number of poles, specifically with respect to those poles that have third party attachments, communication attachments, wireline communication attachments, and wireline billable attachments

MS. McALEER:  So, Ms. Helt, I expect I will be another ten minutes.  Do you want me to continue at this point?


MS. HELT:  Certainly.


MS. McALEER:  All right, thank you.


So then going back to the PIP calculation, so if we look at 4 (g), as I understand it, the way the PIP works is that 20 percent would be surveyed each year.  And that started in 2011 and, as you indicated, it was actually complete in 2015, correct?


MR. LYBEROGIANNIS:  Yes, the PIP started in 2011 and the last few poles were completed this year.

However, during that time period we did not inspect a consistent number of poles in each year.  It would not have been an even 20 percent.

MS. McALEER:  Understood.  What, if anything, did you do in order to take into account the fact that because this is a rolling survey, some of the information, just as a consequence of the process, is outdated by the time you get to 2015?


So did you go back and do any kind of adjustment to take into account the fact that your 2011 numbers -- which were approximately 20 percent -- may not actually be accurate in 2015?

MR. LYBEROGIANNIS:  In the particular model that we're discussing, the significance of that would be on the 1.61 attachers per pole calculation.  For any adjustments of that nature, we did not make any.

Theoretically, there would be increases to both to the number of attachments and to the number of poles during that period of time.


But the model, at this point in time, is based on only the findings of the PIP program.


MS. McALEER:  All right.  So essentially no adjustment was made to take into account the fact that you're dealing with historical data?


MR. LYBEROGIANNIS:  With reference to the 1.61, no.


MS. McALEER:  And I wanted to ask in particular with respect to third party wireline communications, but I take it that is also true with respect to other third party attachments?


MR. LYBEROGIANNIS:  Yes.


MS. McALEER:  Just one moment.


Sorry, one further indulgence.


And then finally, are you able to point anywhere in the answers to interrogatories, or are you able to provide an explanation of the methodology that was used to determine the estimated number of Toronto Hydro and related third party non-hydro attachments on poles used by third party wireline communication attachers?


MR. LYBEROGIANNIS:  Can I just ask you to repeat that?


MS. McALEER:  Certainly; it was a long question.

MR. SMITH:  Sorry.  Is there a particular interrogatory that you are referring to, Ms. McAleer, so that I can follow along?


MS. McALEER:  Yes.  I guess the difficulty I'm having is that I haven't been able to parse out in the answers that we've received what percentage of attachments are actually Toronto Hydro attachments.


Is that reflected anywhere in the answers to interrogatories?


MR. LYBEROGIANNIS:  I do not believe there are any Toronto Hydro attachments in the calculation, but I would have to confirm that.


MS. McALEER:  All right.  Would you be able to do that?


MR. SMITH:  Yes.


MS. McALEER:  Thank you.

MS. HELT:  All right.  Undertaking JTC3.9; to confirm whether or not there are any Toronto Hydro attachments.
UNDERTAKING NO. JTC3.9:  to confirm whether or not there are any Toronto Hydro attachments

MS. McALEER:  Thank you, members of the panel.  Those are all of my questions.


MR. SMITH:  If we can take a break?

MS. HELT:  All right.  Why don't we take a break until 11:30.  Thank you.

--- Recess taken at 11:15 a.m.
--- On resuming at 11:31 a.m.

MS. HELT:  Welcome back from the break.  Mr. Rubenstein, I believe you are up next.

Questions by Mr. Rubenstein:

MR. RUBENSTEIN:  Thank you very much, panel.  A lot of the questions I had have been answered or will be dealt with by way of undertaking.


Do you have in front of you the expert evidence of Ms. Blackwell, panel?


MR. RUCH:  Yes, we do.


MR. RUBENSTEIN:  I want to ask you about a number of the -- your response to a number of issues that were raised in that evidence.


If I could first take you to paragraph 50 on page 16.  Ms. Blackwell talks about claims that the total administrative cost must be divided by the number of attachers instead of what you had done.


Am I correct that the -- you have -- in your April 24th update to the evidence you have corrected for this issue?


MS. CHEAH:  In our April 24th update, we have divided by total number of poles and then applied an additional 1.6 factor on that.


MR. RUBENSTEIN:  All right.  And is that what she is suggesting, or your understanding of that?


[Witness panel confers]


MR. RUCH:  Yes, that's correct.


MR. RUBENSTEIN:  Okay, thank you very much.


Now, if we go to the next page, there is the -- under the category "overstated allocation of costs", Ms. Blackwell makes a number of comments about the asset attachment and lease department that we discussed about earlier in the Carriers' questions to you.


And am I correct that you made a number of adjustments to reflect some of these criticisms also in the April 24th update?  This should be under -- and I am looking at your cover letter on April 24th, where you discuss this and you talk about administration cost inputs.


You have excluded a number of administrative costs for the field inspections and for ready fees, direct costing of projects.


MS. CHEAH:  That is correct.


MR. RUBENSTEIN:  Okay, thank you very much.


So -- and if I take you to page 20, and on page 20, at paragraph -- beginning at paragraph 63, under the heading "the cost of permit administration activities should not be recovered twice", am I correct that those costs have now been excluded as of the April 24th update?


MS. CHEAH:  They were previously excluded, and they continue to be excluded.


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


Now, if I could take you to page 22.  Specifically -- now, Ms. Blackwell talks at the beginning of paragraph 67.  She is comparing the administrative costs -- administration costs in this application to other applications that have been filed, specifically the CCTA decision, as well as the section 29 decision.  I am looking at table 3 on the next page.  It is probably easier to look at.


And are -- now, she looked -- and in that table she is comparing what the costs were in those proceedings, and then using inflation to gross them up to where they would be in 2015.  Do you see that?


MS. CHEAH:  Yes, we do.


MR. RUBENSTEIN:  Are the reasons that -- and as you can tell, they're going up faster than inflation, or the actual costs.


Is it the same reason why general OM&A costs in your application are going up at that rate?  Or similar to why the administration costs for wireline attachments are going up at that rate?


MR. LYBEROGIANNIS:  When you say "general OM&A attachments", what do you mean, Mr. Rubenstein?


MR. RUBENSTEIN:  Well, we had a full proceeding.


MR. LYBEROGIANNIS:  Yes.


MR. RUBENSTEIN:  And we talked a lot about why OM&A costs were increasing.  Is there something -- and is it the same sort of rationale for why we're seeing the administration costs in this table going up at a higher rate?


MR. LYBEROGIANNIS:  In the proceeding, any increases would have been specific to particular programs.  So the reasons for specific increases would be different, as would be the reasons for any particular increases that are shown here.


MR. RUBENSTEIN: So when we talk -- we're talking about labour costs are going up at a certain rate.  That is sort of a general thing that occurs to all parts of the business, not just to the direct costs for administrating wireline attachments.


MR. LYBEROGIANNIS:  If we boil it down to those sort of general aspects around labour rates and collective agreements, then, yes, generally speaking, those inflationary pressures would apply to all of our departments.


MR. RUBENSTEIN:  Thank you very much.  If I can ask you to turn to page 27.  And beginning at 26 and going on, Ms. Blackwell talks about issues with the calculation of loss of productivity.


And at the beginning -- and I am looking at paragraph 81, and -- beginning at 81, and one of the issues that they have is the additional site visit that must take place that Toronto Hydro in its original evidence claimed.  And she believes that it should be removed so there is no double recovery.


In the April 24th update you discuss the additional site visits for pole attachment rates and that you agreed to remove the indirect net embedded cost per pole of that.  Am I correct?


MS. CHEAH:  That is correct.


MR. RUBENSTEIN:  All right.  So does that address this concern?


MS. CHEAH:  Yes, it does.


MR. RUBENSTEIN:  Thank you very much.  If I can turn you to page 30.  A number of questions were asked about the pole inspection program, so I won't -- and a number of undertakings have been provided, so I will ask this question.


One of the issues that came up this morning was that when it comes to the pole inspection program, you will inspect poles that are not owned by Toronto Hydro.  And I think that number was roughly 10 percent.  Am I correct?


MR. LYBEROGIANNIS:  Yes.


MR. RUBENSTEIN:  Would the data from the information that you collect from poles that you do not own, do you transfer that data to the pole owner?


MR. LYBEROGIANNIS:  Are you asking, would we proactively provide that data to the pole owner?  I'm not understanding --


MR. RUBENSTEIN:  Well, let's break it down, so, yes, do you have agreements that you will proactively -- you're inspecting their poles.  Do you provide them with the information that you find from their poles?


MR. LYBEROGIANNIS:  Generally we would not, no.


MR. RUBENSTEIN:  All right.  And if they asked, would you -- less important, but...


MR. LYBEROGIANNIS:  We would sort of -- we would consider doing so, given particular circumstances.  The one point where we may provide data to another pole owner is if we identify very a specific condition or deficiency that may impact Toronto Hydro's plant on those particular poles.  Then we might proactively provide that information, but it's difficult for me to comment in a general sense.


MR. RUBENSTEIN:  Why do you inspect poles that you do not own?


MR. LYBEROGIANNIS:  We would inspect those if we have particular assets on them.


MR. RUBENSTEIN:  Paragraph 104, Ms. Blackwell talks about the allocation, THESL provide an allocation of 27.26 percent of the pole inspection program costs to lost productivity to be recovered from wireline attachers is reasonable.  And Ms. Blackwell proposes that amount be 20 percent.


MR. LYBEROGIANNIS:  Yes.


MR. RUBENSTEIN:  Do you believe 20 percent is reasonable?


MR. LYBEROGIANNIS:  I don't know what basis Ms. Blackwell uses to arrive at the 20 percent number.


I know that the 27.26 percent number was derived on the basis of the data inputs from our pole inspection program, and the number of data inputs that are allocated to the third party portion versus the number that are allocated to the Toronto Hydro portion.


MR. RUBENSTEIN:  And as discussed earlier, what you will call the hydro aspects of that pole -- the pole inspection data that you collect, pole owner, pole-type -- that is not allocated to the wireline attachers?


MR. LYBEROGIANNIS:  Yes.


MR. RUBENSTEIN:  Now, if we can turn to page 39, at paragraph 114 -- I'm summarizing here, but Ms. Blackwell questions why the net embedded costs per streetlighting pole is much less, and less than half of the distribution pole.


Can you explain that, why that would be?


MR. LYBEROGIANNIS:  Yes, I can.  Streetlighting poles are generally distinct from poles that we would use to provide distribution services.

Just some general examples; the material of the poles would be different.  Roughly, I believe 70 to 80 percent of our poles – let’s call them our THESL poles -- are made of wood.  Streetlighting poles are generally made of concrete.

Similarly, a large percentage of streetlighting poles are shorter than 35 feet, whereas a large percentage of distribution poles are greater than 35 feet.


Associated with that would be additional costs installing the pole.  For example, on a very short pole, you would only need to auger -- in our particular case, back-truck -- to a depth of five feet or less.  The bigger the pole gets, the deeper you need to go into the ground.

So there are a number of operational considerations that result in a difference between the poles that are used for streetlighting versus the poles that are used for electrical distribution.


MR. RUBENSTEIN:  Thank you very much.  If we can flip the page, beginning at paragraph 15, Ms. Blackwell questions why you are using year-end, not average values for the net embedded costs for poles.


You are using average for rate base numbers.  Can you explain why that is the case?


MR. RUCH:  Certainly.  The rate base, the contribution of that goes to base rates, and under our proposed rate framework, base rates are allowed to increase over the course of the term, whereas specific service charges typically are kept the same through an IRM period.


And so -- and that's consistent with what we've proposed here.  And so in our view, it would be appropriate to use the end of year so that we don't create a revenue deficiency right off the bat.


MR. RUBENSTEIN:  Thank you very much.  If I can ask to turn to page 42?

Beginning at 42 and on for a few pages, Ms. Blackwell talks about what she describes as the impact of premature pole replacements.


And I would -- putting aside the rationale of why you are replacing poles potentially premature, am I correct that this is -- this would not be specific to wireline ratepayers?  This would be a broader issue for all, for distribution ratepayers as well?


MR. LYBEROGIANNIS:  Yes.


MR. RUBENSTEIN:  Thank you very much.  If we can turn to page 46?

Beginning at paragraph 130, Ms. Blackwell talks about the removal of power-specific fixtures, and specifically questions why Toronto Hydro has not made an adjustment for hydro-specific fixtures on its poles.  Can you address that?


MR. RUCH:  Certainly.  In our review of the CCTA decision, as well as the CRTC decision that related to those net embedded costs, we did not see any evidence of where an adjustment was made for power-specific fixtures.

Further, in Ms. Blackwell's evidence, the example that she gives is the EDA's decision in the CCTA decision, which we understand was not accepted by the Board in that proceeding.  The Milton Hydro value was used.

And so we see, we saw no reason to deviate from what we understand to be the Board's policy in this matter.


MR. RUBENSTEIN:  And paragraph 133, Ms. Blackwell estimates if you did remove the hydro-specific fixtures included in account 1830, she is estimating it would be -- that an 85 percent adjustment to be applied to the net embedded cost estimate for 2015.

Do you agree with that number on the basis that if you had removed those hydro-specific fixtures, is 85 percent a reasonable number?


[Witness panel confers]


MR. RUCH:  In our estimation, we don't see any evidence as to why it would be reasonable or unreasonable.  That adjustment, in our view, is something for the Board to decide.


MR. RUBENSTEIN:  Can you turn to page 48 of the evidence?  I am looking at paragraph 137 -- and this may have been addressed earlier with an undertaking, and your responses and questions leading up to that.

But Ms. Blackwell has issues or has concerns regarding the adjustments made for streetlighting and for grants and contribution adjustments.  Do you see that?  Are you aware of that?


MS. CHEAH:  Yes, we see that.


MR. RUBENSTEIN:  Can I ask you to respond to those claims?

MS. CHEAH:  With respect to the streetlighting, as previously stated, our accumulated depreciation that's being brought across was being reset as of 2012.  So it looks proportionately lower than if it was for the life of the assets themselves.

So I believe that would address the issues that Ms. Blackwell raises.

With respect to the capital contribution, capital contributions are predominantly related to the expansion projects, that would be contributions from our customers.

And these expansion projects are pre dominantly for underground programs.  Therefore, the relationship between the capital contribution and the cost of the poles as the total net embedded cost of total assets, there is a disproportionate relationship there, because of the fact that capital contributions, like I said, funds predominantly underground programs.

So if we were actually to look at our conduits, we see the inverse relationship happening.


MR. RUBENSTEIN:  Thank you.  If we move over to page 51, paragraph 145 -- beginning at 142, but I am looking specifically at 145 -- Ms. Blackwell believes THESL should use the average depreciation expense for the pole and fixtures assets for 2011 to 2015, instead of your methodology, which is just a forecast for 2015.


Can you explain?  Or why do you believe your methodology is correct?

[Witness panel confers]

MR. RUCH:  In our view, our approach with depreciation is consistent with the Board's decision in the CCTA case, and specifically with respect to the forward evidence that was provided in that case.  It talks about that the depreciation rate should be the most recent rate that you have.

MR. RUBENSTEIN:  And when you're forecasting depreciation expenses in the broader applications, so for distribution ratepayers on all assets, you're doing a forecast, am I correct?  For 2015.  It is not based on some historical average?

MS. CHEAH:  The '15 would be based on the assets that we would have had on hand at the close of 2013, with forecasts for '14 and '15 because the application was submitted in mid-'14.  So it would have required a forecast for the incremental assets added to the system for '14 and '15.

MR. RUBENSTEIN:  But it's on a forecast basis, not on a, you know, taking an average of a number of years?

MS. CHEAH:  It would be the forecasted for 2015.

MR. RUBENSTEIN:  Thank you very much.

All right.  I had many questions on the number of poles and the number of attachments, but I think most of those were dealt with today in a number of undertakings.  Just give me a moment here.

Just one more question.  If I could ask you to turn to Mr. Brown's evidence.  Do you have that?

MR. LYBEROGIANNIS:  Yes, we do.

MR. RUBENSTEIN:  Now, Mr. Brown, on page 3 of his evidence, and he says this at paragraph 6:  He's unable to understand how only an average of 1.6 wireline attachers are per pole.

Then in paragraph 8 he talks about what he believes is a more realistic number, being 2.5, and then likely another 0.5 of 1 of other third-party attachers.

And am I correct that the methodology you are using is looking at, you know, what the actual attachments are from your pole inspection program?

MR. LYBEROGIANNIS:  Yes, that is correct, Mr. Rubenstein.  We have completed the pole inspection program and the 1.6-1 number is based on what we actually found in the field.

MR. RUBENSTEIN:  If we turn over the page, there's a discussion about pole tenancy and pole ownership.  Mr. Brown talks about the advantages and disadvantages faced by the Carriers.

I was wondering if you can tell me what the -- what are the risks associated with Toronto Hydro owning a pole versus, you know, someone else -- versus renting use of a pole?

MR. LYBEROGIANNIS:  The risks associated with ownership are numerous.  They include, obviously, the risk of that particular pole failing, any damage associated with that.  So that would be both legal risks, safety risks, any environmental risks associated with pole ownership as well.

From obviously a system standpoint there's reliability risks.  The risks are sort of numerous and fall under many categories.

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

MS. HELT:  Thank you, Mr. Rubenstein.  Mr. MacIntosh?
Questions by Mr. MacIntosh:


MR. MacINTOSH:  Thank you.  Energy Probe circulated a spreadsheet, and I wonder if we could have an exhibit number for that.

MS. HELT:  Yes.  That can be marked as Exhibit TCK3.1, Comparison of THESL and Carriers Proposed Cost Allocation, a chart prepared by Energy Probe.
EXHIBIT NO. TCK3.1:  COMPARISON OF THESL AND CARRIERS PROPOSED COST ALLOCATION, A CHART PREPARED BY ENERGY PROBE.

MS. HELT:  Ms. Milton?

MS. MILTON:  Are there any hard copies?  I didn't get a copy of that.

MS. HELT:  I believe we do have a few.

MR. MacINTOSH:  Thanks, I have --


MS. HELT:  All right.

MR. MacINTOSH:  -- I have some.  I will pass them out.

[Mr. MacIntosh distributes copies of the spreadsheet]


MS. HELT:  Please proceed, Mr. MacIntosh.

MR. MacINTOSH:  A number of our questions have been covered, but what I did wish from Toronto Hydro was to confirm or amend the assumptions and data in their base case as outlined on our column C of this spreadsheet.

MR. SMITH:  So just so I understand, Mr. MacIntosh, what you would like us to do is confirm each of the numbers in column C under THESL base case?

MR. MacINTOSH:  Yes.

[Witness panel confers]

MS. CHEAH:  With regards to items A through K, we can confirm the numbers.  It's minor, but it is off by a penny.

MR. LYBEROGIANNIS:  And with reference to the key assumptions, the 1.61 is correct.  The number of poles with attachments and the number of wireline poles I believe need to be amended, and the total number of poles, as discussed earlier this morning.

MR. SMITH:  Why don't we just do that by way of undertaking.

MR. MacINTOSH:  That would be fine.

MS. HELT:  Okay.  Undertaking JTC3.10, to confirm the key assumption numbers in the THESL base case column in Exhibit TCK3.1.

UNDERTAKING NO. JTC3.10:  TO CONFIRM THE KEY ASSUMPTION NUMBERS IN THE THESL BASE CASE COLUMN IN EXHIBIT TCK3.1.

MR. MacINTOSH:  I wonder if you could provide us with an annual forecast revenue based on the cost -- estimated annual cost of 66.5.

[Witness panel confers]

MR. RUCH:  We haven't done a forecast for revenue offsets in this application, as consistent with our rate framework.

MR. MacINTOSH:  So is that a no?

MR. SMITH:  Mr. MacIntosh, I believe there is a 2015 number.  I will just ask the witness to confirm that.  But what we haven't done is then forecast that out for '16 to '19 consistent with the balance of the application.

MR. MacINTOSH:  Thank you.

I wondered -- I wonder if you could provide alternate scenarios with attachments per pole of 2.01 and 2.51, excluding Toronto Hydro power.  Is that a reasonable request?

MR. SMITH:  Sorry, Mr. MacIntosh, can you just restate that?

MR. MacINTOSH:  What we're looking for is alternative scenarios with attachments per pole of 2.01 and 2.51.  That would be revenue.

MR. LYBEROGIANNIS:  Just to confirm, Mr. MacIntosh, the base case that you provided here with an estimated annual cost of 66.50 per pole, what you would like us to do is run the model that arrives at that number, only changing the 1.61 attachers per pole assumption?

MR. MacINTOSH:  Yes.

MR. LYBEROGIANNIS:  And changing it once to 2.01, and once to -- what was the second number?  2.5?


MR. MacINTOSH:  2.51.

MR. LYBEROGIANNIS:  Okay.


[Witness panel confers]

MS. CHEAH:  Yes, we can provide that.


MS. HELT:  Thank you.  That will be undertaking JTC3.11.
UNDERTAKING NO. JTC3.11:  to provide alternate scenarios with attachments per pole of 2.01 and 2.51, excluding Toronto Hydro power

MR. MacINTOSH:  And lastly, I wonder if you might comment on the impact of using proportional allocation as per Ms. Blackwell, and fully distributed allocation as per the Ware evidence?

MR. RUCH:  Our comment on that is, what we have done is followed the Board's decision in the CCTA case.

We understand that Dr. Ware's evidence speaks to a different methodology and so, in that respect, it speaks to the Board's policy and not to our proposal in this case.


MR. MacINTOSH:  Thank you.  Those are all of my questions.


MS. HELT:  Thank you, Mr. MacIntosh.  I believe that concludes all of the questions for the Toronto Hydro witness panel.  I would like to thank the witness panel.  You can be excused.

MS. HELT:  It is twelve o'clock.  We have, I believe, in terms of estimates provided, about 45 minutes of questions for the --


MR. SMITH:  Sorry, go ahead Mark.

MR. RUBENSTEIN:  You can go ahead first.

MR. SMITH:  I think we should plow ahead, because I have few, if any questions.  I might be five minutes.


MS. HELT:  All right.


MR. RUBENSTEIN:  Same with me.

MR. SMITH:  So if people are going to be fast, I don't think we should keep them longer.

MS. HELT:  All right.  I'm amenable to that.  So if we can have the Carriers please provide your witness panel, and make them available for questioning.

THE CARRIERS – PANEL 1


Tim Brown

Suzanne Blackwell

Roger Ware


MS. HELT:  All right.  Ms. Milton, perhaps I will turn it over to you, in case there are any comments you would like to make before making your witnesses available for questions.

MS. MILTON:  The only thing I might do is introduce them, in case there are some people in the room who were not introduced.

On the far left is Tim Brown, in the middle Suzanne Blackwell, and at the far right is Roger Ware.


MS. HELT:  Thank you.


Mr. Smith, were you going to go first?  Or Mr. Rubenstein?


MR. SMITH:  I guess I am going.
Questions by Mr. Smith:


MR. SMITH:  Just a couple of questions, members of the panel.  My first question is for you, Mr. Brown.


If you have your evidence at page 4, in paragraph 10 you set out a list of a number of items which you refer to as disadvantages faced by the Carriers; do you see that?


MR. BROWN:  Yes, I do.

MR. SMITH:  So just looking at this list, I would like you to tell me -- looking at item (a), are you aware of an instance where THESL has assessed a penalty for an attachment by the Carriers where no penalty record could be found, and demanded posting of $100,000 in security?


MR. BROWN:  Not that I've been involved with, no.


MR. SMITH:  Okay.  Looking at item (b), are you aware of an instance where Toronto Hydro has refused a request to attach?


MR. BROWN:  I am not aware of any that I have been involved with, no.


MR. SMITH:  Under item (c), you say THESL can reject a request to attach even after a permit has been approved and make-ready to THESL plant has been completed and paid for by the attacher.

Are you aware of an instance where that has happened?

MR. BROWN:  Again nothing I have been involved with, no.


MR. SMITH:  Item (e); are you aware, in relation to an overhead wireline attachment, where THESL has required the carriers to consolidate its attachment into a single strand?


MR. BROWN:  Yes, I was involved in a few of those years back.


MR. SMITH:  How many years back are we talking about?


MR. BROWN:  That would be about eight, nine years ago.

MR. SMITH:  So there is not an example you can give me in the last four years?


MR. BROWN:  Not that I worked on, because I haven't worked in the city in the last seven years.


MR. SMITH:  Dr. Ware, a question for you:  Do you have a retainer agreement with the Carriers?


DR. WARE:  Yes.



MR. SMITH:  And when was that retainer agreement entered into?


DR. WARE:  I do not have the exact date, but I'm sure that could be provided.

MR. SMITH:  I would like you to provide it.


MS. HELT:  Are you requesting, Mr. Smith, the retainer agreement, or simply the date?


MR. SMITH:  No, I am asking for the retainer agreement.


DR. WARE:  I'm not sure that I am in a position to grant that request.  I thought you were asking for the date.

MR. SMITH:  Well, is the date reflected on the retainer agreement?


DR. WARE:  I am sure it is, yes.

MR. SMITH:  And the scope of your retainer is reflected in the retainer agreement?


DR. WARE:  I can't speak to that; I don't know.  But, I am sure there is something that relates to the scope, yes.

MR. SMITH:  Do you a written retainer agreement that relates to your evidence in this proceeding?

DR. WARE:  I believe I do, yes.

MR. SMITH:  I would like a copy of it.

MS. MILTON:  We can provide a copy of the retainer agreement -- possibly in confidence, but we will provide a copy.

MS. HELT:  Thank you.  That will be undertaking JTC3.12, to provide a copy of the retainer agreement between the Carriers and Dr. Ware.
UNDERTAKING NO. JTC3.12:  to provide a copy of the retainer agreement between the Carriers and Dr. Ware

MR. SMITH:  Just so that it's clear, it's not apparent to me why the retainer agreement would be confidential.  But I'm sure, Ms. Milton, if you are going to seek confidentiality, you will advise me of that and under the Board's filing guidelines we will enter into a confidentiality?

MS. MILTON:  We will.

MR. SMITH:  Thank you.  Have you testified, sir, in other proceedings in relation to the wireline attachment rate?


DR. WARE:  Yes.  I testified in a proceeding in New Brunswick in 2006-2005?  2006?  The New Brunswick hearing is referenced in my evidence.


MR. SMITH:  Are there any other proceedings in which you testified in relation to this issue?


DR. WARE:  No.


MR. SMITH:  All right.  Are there any other proceedings in which you testified that bear on the evidence that you have given in this proceeding?


DR. WARE:  Well, I -- I mean, I would argue that there were many proceedings in which I have testified which, you know, bear on the evidence.

The CANDAS hearing, I was briefly involved in that. 

MR. SMITH:  You ultimately did not testify in that case, did you?

DR. WARE:  Correct.

MR. SMITH:  And that was because of a concern with respect to a conflict?

DR. WARE:  That's correct.

MR. SMITH:  Okay.  Ms. Blackwell, a question for you.  Same question as I asked Prof. Ware.

Do you have a written retainer agreement in this proceeding?

MS. BLACKWELL:  The information with respect to the terms of my engagement were provided in response to the School Energy Coalition Interrogatory No.4.

MR. SMITH:  Okay.  But before we turn that up, do you have a retainer agreement?

MS. BLACKWELL:  I have an oral agreement.

MR. SMITH:  You don't have anything in writing?

MS. BLACKWELL:  I have an oral agreement, under terms reached with the Carriers.

MR. SMITH:  And when was that oral agreement entered into?

MS. BLACKWELL:  I believe it was February 24th.

MR. SMITH:  And was that oral agreement subsequently reduced to writing?

MS. BLACKWELL:  It was followed up by an estimate, scope of the project, and that is not unusual practice for me.

MR. SMITH:  Okay.  Would you be prepared to provide -- or will you provide whatever it is that was the follow-up in writing that sets out the scope of the project?

MS. MILTON:  We can provide that.

MR. SMITH:  Thank you.

MS. HELT:  Just I will mark that or note that as Undertaking JTC3.13, to provide whatever follow-up there was in writing with respect to the scope of the project for which Ms. Blackwell was retained.

UNDERTAKING NO. JTC3.13:  TO PROVIDE WHATEVER FOLLOW-UP THERE WAS IN WRITING WITH RESPECT TO THE SCOPE OF THE PROJECT FOR WHICH MS. BLACKWELL WAS RETAINED.

MR. SMITH:  Have you testified on behalf of Carriers in other wireline attachment proceedings?

MS. BLACKWELL:  I have not appeared as a formal witness.  However, my relevant experience is set out in response to the School Energy Coalition Interrogatory No.5.

MR. SMITH:  What do you mean, you have not appeared as a formal witness?

MS. BLACKWELL:  Well, as it indicates in that response, as part of the CCTA case before this Board, I was at the time an employee at CCTA, not a consultant, and in the scope of my work there I provided supporting role for those who did appear as witnesses, but I was not called to appear as a witness myself.

MR. SMITH:  And you have not testified in any other province in relation to a wireline attachment rate?

MS. BLACKWELL:  Well, as it also sets out in that interrogatory response, as a consultant I participated in a CRTC hearing.  There was no oral hearing for that, so, no, there was not an opportunity to appear as a witness.

MR. SMITH:  Did you file any evidence or anything in writing in those proceedings?

MS. BLACKWELL:  I did not file an independent expert report in that proceeding.  I provided consulting support to the cable carriers as it describes in that response.

MR. SMITH:  I take it in the consulting activity that you have done, you have in every instance been retained or provided your consulting services on behalf of the telecommunications companies?

MS. BLACKWELL:  Actually, my scope of my consulting services is broader than telecommunications companies.  It includes not only the -- what we normally think of as the cable companies or cable carriers, telephone companies, public-interest groups; I have appeared for broadcasting distribution undertakings and broadcasters.

MR. SMITH:  In relation to wireline attachment rate proceedings in which you acted as a consultant, those were always in relation -- those were always retainers by the carriers; is that correct?

MS. BLACKWELL:  Within the scope of wireline attachment-related issues, yes.

MR. SMITH:  Thank you.  Those are my questions.

MS. HELT:  Mr. Rubenstein?
Questions by Mr. Rubenstein:

MR. RUBENSTEIN:  Just a follow-up on Mr. Smith's questions, am I correct, Ms. Blackwell and Mr. Ware, that while you have not testified you have also filed evidence on wireline attachment rates in a New Brunswick Utilities Board hearing recently?

DR. WARE:  I did so in 2006.  I don't know if that is recently, but I filed evidence in 2005 and -- 2006.  Is that right?  2005.  Sorry.  But, yes, not since then, though.

MR. RUBENSTEIN:  You have not filed evidence in a current New Brunswick Power Distribution proceeding?

DR. WARE:  Yes, I did.  A few days ago.

MR. RUBENSTEIN:  So then the answer is, you have?

DR. WARE:  I filed evidence in the --


MR. RUBENSTEIN:  Yes, I am asking if you filed evidence, not if you have given testimony.

DR. WARE:  Yes, I have.

MR. RUBENSTEIN:  And Ms. Blackwell, you have done the same thing, as I understand it?

MS. BLACKWELL:  That is correct.

MR. RUBENSTEIN:  And you have each filed an expert report?

DR. WARE:  Yes.

MS. BLACKWELL:  Yes.

MR. RUBENSTEIN:  Are you able to file those expert reports or put them on the record in this proceeding?

MS. MILTON:  I'm wondering what the relevance is.  Why would we file that evidence in this proceeding?  We've got detailed evidence that's been filed for this proceeding that relates specifically to the application.  I am not sure why we would file evidence that's available in another process.

MR. RUBENSTEIN:  Well, they're relevant to this -- well, clearly they're on similar issues.  We want to understand the evidence and their positions that these experts have taken in those proceedings.

MS. MILTON:  We can file them.

MS. HELT:  Thank you.  So just to be certain then, I will note that as an undertaking to file the expert reports of both Dr. Ware and Ms. Blackwell that were filed in a recent New Brunswick Power proceeding.  And that would then be Undertaking JTC3.14.

UNDERTAKING NO. JTC3.14:  TO FILE THE EXPERT REPORTS OF BOTH DR. WARE AND MS. BLACKWELL THAT WERE FILED IN A RECENT NEW BRUNSWICK POWER PROCEEDING.

MR. RUBENSTEIN:  The second is with SEC Interrogatory No.1.  We had asked you to provide a number of documents and footnotes.  And for a few of the -- and your response was that the reference documents are publicly available.

With respect to the ones that do not have a hyperlink, we would like to ask you to produce the relevant excerpts of those documents, and to be clear, I am not asking you to provide the full book, the full textbooks, but the relevant excerpts or the sections that contain the information that you are referring to.

DR. WARE:  So, yes, I would be happy to do that as an undertaking.  Is it one in particular?  Or is it all of them?  Does that refer to all of them?

MR. RUBENSTEIN:  It would be -- well, the first one is a hyperlink, so that is all right.  I can access that myself.  The others are not.  So it would be the references in footnote 18, 19, 21, 23 through 25.

DR. WARE:  Yes, I could do that.

MS. HELT:  So Undertaking JTC3.15 will be to provide the excerpts of the reference documents that are relied upon in response to SEC interrogatory 1.

UNDERTAKING NO. JTC3.15:  TO PROVIDE THE EXCERPTS OF THE REFERENCE DOCUMENTS THAT ARE RELIED UPON IN RESPONSE TO SEC INTERROGATORY 1.

MR. RUBENSTEIN:  Those are my questions.

MS. HELT:  Thank you.

Mr. MacIntosh, did you have a few questions?
Questions by Mr. MacIntosh:

MR. MacINTOSH:  Just a few.  Referring to Exhibit TCK3.1, Ms. Blackwell, could you please confirm or amend the assumptions and data provided in the Energy Probe spreadsheet, column E?

MS. BLACKWELL:  Thank you.  I have had a few brief moments to review this document.  Unfortunately it was not something I had an opportunity to review in advance.

MR. MacINTOSH:  I think that was because we had her e-mail address incorrectly.

MS. BLACKWELL:  Right.  Well, I apologize, but I will do my best with this.  I will start by looking at items in the second part, A through H, and I can confirm those items.  I can confirm in the top part under "key assumptions" the 93,461 and the 46,405.  However, I cannot confirm 2.51.  The correct number is 2.01, which is set out in table 19.  You will see that that is -- the 2.01 is the division of those two, and for the proportional use methodology the focus is on communications wireline attachments, not all third-party attachments.

I confirm that the total number of poles used to -- if I can use the term unitize costs – is, for the most part, 135,986 as referenced at paragraph 175.

However, as I also indicate at that paragraph, there are reasons why I believe that may be understated. 

Now, going to the bottom of that table, line I, 0.218; that is not the percentage allocation factor used under the proportional use methodology. 

If you go to table 20 of my evidence, the proportional allocation is the first column of numbers in table 20, and you will see the allocation factor is 15.6 percent. 

I have not had an opportunity to review and verify line J, or the 31.51, 31.45 and 25.17.  But they do not appear to correspond to what I find in the column labelled “proportion allocation” in my table 20.

Sorry, I will try that again.  So in line J, and then below it in line K, at first observation those do not appear to correspond under the column labelled "proportional allocation" of my table 20. 

MR. MacINTOSH:  Could we ask you to provide an estimate of direct and indirect costs based on equal allocation methodology?

MS. BLACKWELL:  I will confirm for those, but I do believe the information is already on the record. 

MR. MacINTOSH:  If you could point me to it --


MS. BLACKWELL:  For example, appendix B; the indirect cost per pole, right towards the very bottom of the table, is 22.49.  Then when you add 22.49 and 2.67, I believe you arrive at 25.17, give or take a penny because of rounding. 

MR. MacINTOSH:  Thank you.  Turning to the Brown evidence, I wonder if you might confirm or amend the assumptions and data in the Brown evidence, which would be on TCK 3.1, column H. 

MR. BROWN:  So it's column H?  I don't have those numbers in front of me to confirm them right now. 

MR. MacINTOSH:  So could you provide that? 

MR. BROWN:  Yes, sure. 

MR. MacINTOSH:  By undertaking? 

MR. BROWN:  Yes, I could.

MS. HELT:  Undertaking JTC3.16; for Mr. Brown to confirm and/or amend the assumptions in Exhibit TCK 3.1, with respect to the Brown evidence. 
UNDERTAKING NO. JTC3.16:  to confirm and/or amend the assumptions in Exhibit TCK 3.1, with respect to the Brown evidence

MR. MacINTOSH:  Thank you.  And so, Dr. Ware, I a similar question for you, but we will give you column J. 

DR. WARE:  Thank you.  So two points; although the title at the top of that column says "FTC allocation", and that is certainly accurate, but I just want -- I think it is worth putting on the record that the methodology that I propose is the same as the one that my colleague, Ms. Blackwell, proposes.

Her proportionate rate is the same methodology that I am proposing here.  It is really just a synonym.

The second point is the 2.51 attaches is incorrect there.  I assumed in my calculation two attachers, and that was just purely illustrative.  It wasn't intended to be an accurate estimate of anything.  It was simply a hypothetical exercise; I assumed two attachers. 

And then, in interrogatory 21 from VECC, I was asked to vary that to 1.6 attachers. 

MR. MacINTOSH:  Thank you for those clarifications, and those are my questions. 

MS. HELT:  Thank you, Mr. MacIntosh. 

I don't believe there is anyone else who has questions.  So thank you to the witness panel.

There are just a couple of matters I would like to address before concluding the technical conference. 

The first is to note that the procedural order 10 which was issued set a date of May 18th for technical conference undertaking responses.  That is, of course, a statutory holiday.  So the date will be the following day; May 19th then is the date for undertaking responses. 

I would like to thank Jack from Toronto Hydro for providing the documents up on the screen -- that was very helpful -- and our court reporter, Teresa.

To remind parties, there's a transcript that will be prepared and it is usually available electronically by the end of the day.

And then the last thing is my apologies to Ms. Milton if certain e-mails did not get through.  If everyone can just ensure, when sending out an e-mail, that we have the correct e-mail address for miss Milton, which is LMiltontfasken.com.

So that concludes today's technical conference.  Thank you very much everyone.

MR. SMITH:  Thank you. 
--- Whereupon conference concluded at 12:30 p.m.  
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