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--- On commencing at 9:38 a.m.

MR. THIESSEN:  Okay, if we're ready to go, then I will start the proceeding.

Welcome to the technical conference for the Oshawa PUC distribution rates application for a five-year period from 2015 to 2019.

We're here because of what is set out in Procedural Order No. 2, which is a technical conference to ask additional questions about the responses to the interrogatories that were filed by the intervenors.

I think we should probably have appearances now.  Why don't I begin, and then we can move along the line with the intervenors and come to the applicant?

So my name is Harold Thiessen.  I'm the case manager on behalf of Board Staff in this case.  With me is Jennifer Lea as counsel on this case, and observing is Dan Romusky, who is a student at the OEB this summer.

MR. GARNER:  I told you he wouldn't learn anything back there.

[Laughter]


MR. THIESSEN:  So if we can have appearances starting with Mark.
Appearances:


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

MS. GREEY:  Ruth Greey, Consumers Council of Canada.

MR. STOLL:  Scott Stoll, Greater Oshawa Chamber of Commerce.

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

MR. GARNER:  Mark Garner, consultant for the Vulnerable Energy Consumers Coalition.
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Phil Martin


David Savage


Ivano Labricciosa


MR. MONDROW:  Ian Mondrow, counsel for Oshawa PUC Networks, and to speak for Oshawa today to the interrogatory response clarifications, in the centre of the witness dias is Phil Martin, who is VP finance and regulatory compliance.

To Phil's right is David Savage, corporate controller, and on the other side of Phil is Ivano -- and I am going to see if I can get this right -- Labricciosa.  That was our preparation session yesterday is my practising pronouncing Ivano's last name, who takes over for Denise Flores, who this group will have seen in our previous appearance for the briefing.  And Ivano's title is VP engineering and operations.

And at 11 o'clock, our time, following a short break, as I understand it, we will have two gentlemen from Pacific Economics Group dialling in from their respective locations to answer questions on the PEG report, which has been filed in support of the application, and those two gentlemen will be Mark Lowry and David Hovde, H-O-V-D-E.

And as I understand it, we're going to go through the exhibits, the major exhibits, so the topics, and I think the consensus is to try to address Exhibits 1 and 10 together, and then go back -- subject to questions of clarification for PEG, and then go back to Exhibit 2, and then 3 and so on.

If I could, just before we start the questioning, Jennifer, I think Ivano wants to offer one clarification which came to our attention during our discussions yesterday in respect of the rate treatment timing issue for the municipal substation MS9, which is one of the capital projects in the capital plan.

MS. LEA:  Can you give me a moment to call up the exhibit that is relevant to that?  What exhibit will Ivano -- pardon me -- be referring to?

MR. MONDROW:  I am not sure it is an exhibit reference.  Maybe he can speak to it, and then we can get the exhibit up, if you want.

MS. LEA:  Sure, okay.

MR. MONDROW:  He just wants to explain kind of a modification that we will be filing in respect of one cost timing issue.  Ivano, if you can address that?

MR. LABRICCIOSA:  Sure.  As Ian described, having just finalized the Oshawa component of the regional plan with HONI and the IESO, we had a chance to look at the in-service schedule of MS9 as it relates to the solution we've now concluded on in terms of how we interconnect MS9 with the supply side.

When we looked at the rollout of that construction schedule and the in-service timing, we recognize there is a difference between what we originally filed and what we are going to do now. And all it is doing is shifting some of the in-service aspects out a little further to match the solution.

As Ian explained, we have done a high-level cut of the impact of that analysis, and what it's shown is that essentially the impact on rate base is about -- and return is about 300K over the entire schedule.  That's the five years.  And roughly 60,000 a year is the impact to our numbers.

As Ian has mentioned, we will file the details of the impact of that in-service component, but we thought we'd want to start with that information for you today, just so that when we get to any questions related to MS9, you know, keep in the back of your mind the in-service component is going to change and shift outward.

MS. LEA:  So when you indicate that you are going to file something in addition, can you tell me what exhibits are going to be replaced or amended?  I'm sorry, I don't mean to be awkward about it.  I understand what you're telling me, but one of our questions dealt with the effect of the regional plan on the substations.

In fact, we need to know quite a bit about that, and I am wondering when you were going to file those updates and what opportunity there might be to get clarification, if we don't understand the update.

So if you can, either now or in a while, be more specific about what exhibits you are going to update, more or less what they're going to look like, we can do some of our questions today.

MR. MONDROW:  So, Jennifer, if I could, Ivano, my understanding is that certainly Ivano and others can address clarification on the regional planning discussions and the currently envisioned solution to regional planning and supply issues to Oshawa today.

MS. LEA:  Mm-hm.

MR. MONDROW:  The update will be an adjustment to the revenue requirement for certain of the test years and to the extent there is an impact on rates from that adjustment and adjustment to rates for certain of the test years.

So I can find the most relevant exhibit numbers, but as Ivano has spoken to, the view is that the impact of making sure that the revenue requirement associated with this capital investment is reflected in rates at the time of the asset coming into service, the impact of nailing that down will be a shift in revenue requirement of, give or take, $60,000 in any given year of the plan. I am not sure which years, but we will clarify that.

MS. LEA:  Okay.

MR. MONDROW:  Which is actually below the materiality threshold.

MS. LEA:  Yes, it is.

MR. MONDROW:  We wanted to be clear that there will be that reconciliation, and we will file an exhibit that illustrates the change in revenue requirement for each of the years and, as required, the change in rates for each of the years from that --


MS. LEA:  All right, that's fine.  Thank you.  I think perhaps when we get to those -- that exhibit and the questions around the Distribution System Plan, we can talk more about the regional plan and its effects in general, not just on MS9.

MR. MONDROW:  Yes, absolutely.

MS. LEA:  Okay, thank you.

MR. MONDROW:  So we are in your hands.

MS. LEA:  Is there anyone who wishes to begin the questioning on, I guess it is the RRFE-related topics, Exhibit 1? We have some questions on that, as you saw from our letter of the other day, but a lot of them have been labelled in Exhibit 10, as well, and I am presuming that we can go ahead with those, except for those questions to PEG.  Is that right?

MR. MONDROW:  Yes.  Why don't we do that?

MS. LEA:  So I can start, but if anybody wants to volunteer, always happy to...

MR. AIKEN:  No, let her go.

MR. MONDROW:  Go ahead.

[Laughter]

Questions By Ms. Lea:

MS. LEA:  Oh, yeah, look at the support I get.  All right.

[Laughter]


MS. LEA:  I would like to begin then with:  In our letter of May 19th, we indicated that we had some questions about the form of the application, its possible inconsistencies with RRFE policy.  And this won't be a surprise to you, because I think we asked these questions to a certain extent the last time that we met.

So if you look at the RRFE report, and I did refer to -- give you the references to the RRFE report and some exhibits from Hydro One's latest application.  They may help you some.

So when we look at the RRFE report at page 12, that report does indicate, in the second paragraph, and I will read the sentence into the record just for the benefit of those who may read the transcript later.  It reads:
"To ensure that the benefits from greater efficiency are appropriately shared throughout the rate-setting term between the distributor/shareholder and the distributor's customers, the expected benefits will be taken into account in establishing the rate adjustment mechanisms applicable to each rate method through the X factor."

And as Staff and some of VECC's questions related to what is your rate adjustment mechanism and what X factor have you used, do I understand that there you haven't positioned this application to have a rate adjustment mechanism or an X factor?  Is that the case, and can you explain to me why not?

MR. MARTIN:  Well, I think -- so explicitly in the rate application, we did not include any reference to an X factor.


What we tried to show -- the X factor, I think the outcome of an X factor, as I see it, is being able to provide evidence of efficiencies.  And I think we believed we did that in the application by doing the benchmarking, and also by providing some comparative evidence relative to metrics that came from the OEB year books.


Afterwards -- sorry.


MS. LEA:  Hmm-hmm, yes.


MR. MARTIN:  During the interrogatories, we took note during the presentation that the X factor concept was relevant and something that we should try to produce, in addition to the other evidence for efficiencies, et cetera.


So we asked PEG to essentially engineer or, you know, given that they've done the benchmarking, to extract an X factor, or at least an efficiency factor, a productivity factor, or the equivalent of a stretch factor from the benchmarking material, which they, in fact, did.

And in those IRs, we produced the results of that further work that PEG did.

MS. LEA:  And that's, just for the record, 10-Staff-44?  That is the interrogatory you are referring to?

MR. MARTIN:  Yes, correct.


MS. LEA:  We may have more questions about 10-Staff-44 with the PEG witnesses as well, because we need to explore that a little bit further.


But just to go on with the basic idea here, given that we have some numbers now extracted, would you be willing to recast your application as a custom index, which is how the custom IR method is described on page 13 of the RRFE report; that is it is a custom index, not a cost of service application.

MR. MONDROW:  Jennifer, could you describe, with greater reference, what custom index means?

MS. LEA:  Well, not particularly.  I have some ideas.

I think that the way it would work is that the -- there would be some reference to costs definitely, what your costs would be.

But the increase year-over-year -- or decrease, whatever -- the rates would be set not merely by your costs, but by an index which was informed by external benchmarking of others as well as of Oshawa, and also by an X factor.


If you look at the page 13 of the RRFE report, in that chart under "sharing of benefits", it appears that every one of the methods has a productivity factor, which I acknowledge to be zero, and then something else, which is described as a stretch for 4th generation IR and for annual IR, and described as case-by-case for custom IR.


The way I understand that, it is a factor which is applied to the costs that are used to provide, as the RRFE report describes it, sharing with ratepayers upfront, rather than, say, a cost sharing or savings sharing mechanism at the end.


So in addition to the costing you have provided, there would be a stretch factor calculated specifically for Oshawa that would be applied to your rates in every year of this plan.

MR. MONDROW:  Sorry, so before the witnesses talk about this -- and just to be clear, you have given us your view of what custom index might look like -- I gather that you don't have a reference in the RRFE that explains what that means?

MS. LEA:  I don't have anything that explains it in a mathematical way.  But the report itself does talk about the index being an X factor and an I-minus-X type calculation.  So it is, again, to bring an indexing to these applications.


And the difficulty is that I think we're still lettering how this is all applied, as we said in the Hydro One case.  So I am trying to explore with you if there is a way to bring that form of application, or bring your application closer to that form for the purposes of this hearing.

MR. MONDROW:  Right.  So I am happy to have the witnesses discuss what I take your question to be, which is: could you do it this way?

But I just want to be clear for the benefit of these folks that, as far as I am aware, there is no explanation of what the term custom index is intended to be.


So with the caveat that your characterization is your view of what it is intended to be or might be, I am happy to have them address that view, as long as they understand that it's not a requirement that is spelled out in any other fashion than you have described your understanding to be in this report, or anywhere else that I am aware of.


MS. LEA:  I will look further and make sure my understanding is complete, and I will also ask my resident expert.  But I have not seen a mathematical description of this.

MR. MONDROW:  Or any further description in language, beyond the term you have pointed out and the spot on the table.  And I understand you're interpreting what you think that might mean, and they can speak to that interpretation.


MS. LEA:  Let's have them do that.  If I have anything further, more wisdom to bring, I will do so later on.


MR. MONDROW:  Can I interject?  Because obviously this will be an issue, and Oshawa has a view as to how it met its policy and you're characterizing the policy, and they can respond to the characterization on the understanding it is your characterization.


MS. LEA:  Let's have a go at that, and I will bring more insight if I can.


MR. MONDROW:  That's fine.  Can you maybe rephrase the question?

MS. LEA:  Not a chance.


[Laughter]


MR. MONDROW:  Or phrase a different question?


MS. LEA:  Okay.  Is there a way to recast your application so as to use the chart a little bit more specifically?


So if you look, for example, at the annual adjustment mechanism, it says:  "Distributor specific rate trend for the plan turn to be determined by and informed by the distributor's forecast," definitely you've got that, "the Board's inflation and productivity analyses, and benchmarking to assess the reasonableness of the distributor's forecasts."

By benchmarking, its benchmarking of others not merely of your costs, and the form being custom index, and the inclusion of an X factor, which is what page 12 appears to require.

MR. MONDROW:  Do you have the RRFE in front of you?

MR. MARTIN:  No.

MR. MONDROW:  This is the table that Jennifer is referring to.


MS. LEA:  And page 12 talks about the actual X factor.

MR. MARTIN:  Yes, I am familiar with it.  I believe conceptually -- I think, again, reiterating what Ian said, I think conceptually we have met -- we believe we've met the what the RRFE is trying to drive at, its outcomes, its evidence that there are efficiencies.


In terms of benchmarking, we have benchmarked against ourselves.  But I would say that we've also benchmarked ourselves against others using the metrics.


I'm not sure how we would benchmark ourselves against others, given that we're talking about forecasts.  So we would have to, I think, take the liberty of forecasting others.  I am not sure that would work.


MS. LEA:  That's the difficulty that we identified as well.


MR. MARTIN:  Yes.  And what I think I'm hearing, Jennifer, is that I am going to -- I'm thinking that you're looking for some assistance here to, you know, kind of help develop the model on which this might sort of evolve over time with.


And I'm not sure that we'll be able to do that in the context of the application.  But I think certainly we would be willing to work with others in order to -- I think all of the information is embedded in our application, in addition to the responses to the IRs.

I'm just not sure we have the ability either to figure out exactly what it is the Board is looking for.

That's the dilemma.  It is a bit nebulous for us and we're not sure, and we don't think it would change -- we don't think the presentation would change the results, or the outcomes of the application.


It seems to me it is kind of a substance over form thing, or form over -- but as I say, I think we would be willing to kind of cooperate on something.


But I don't know that we could do it in the context of the application; that's the difficulty.  I'm not saying definitively no, but I think we -- we're just not sure how to meet the requirements when there really isn't any defined requirements.


MS. LEA:  Okay, thank you.  I think I understand what you're saying, then.

I recognize that the Hydro One decision was not issued at the time that you formed your application, and you didn't have any guidance from it that you could rely on.


But at the same time, particularly as Board Staff, we have to look at what guidance is available at the time that an application comes before the Board.

And on page 14 of the Hydro One Networks decision, which was EB-2013-0416, the Board said clearly in two sentences at page 14 under section 3.2:
"The OEB expects custom IR rate-setting to include expectations for benchmark productivity and efficiency gains that are external to the company."

And at the bottom of the page:
"It is not sufficient to embed savings in cost forecasts."

And I think, as I understand it, you have embedded your savings in cost forecasts.  In other words, it is your view that productivity and efficiency are already embedded in the forecasts of your costs.  I recognize that that sentence had not been given by the Board -- that guidance had not been given by the Board at the time you made your application, but is there something else we can do to attempt to address that sentence, that piece of guidance that the Board has now provided us?

MR. MARTIN:  Well, again, I think we've recharacterized that by showing that the efficiencies, in fact, are produced or can be benchmarked against total productivity factors and stretch factors, et cetera, as well as being identified -- or embedded.

I'm not quite sure what the -- what the difference is.  I'm not quite sure of the contradiction between embedded and having the total productivity efficiency, the benchmarking.

So what I am trying to suggest -- so we have benchmarking that shows that our stretch factors -- given the costs that are in the application, the stretch factors that are produced from that exceed what would otherwise be produced under an IRM methodology.

So the embedded part, I'm not quite sure why -- suggesting that the efficiencies therefore are embedded, I'm not quite sure what -- again, I'm not quite sure what it is the Board is looking for other than -- what specifically is the Board -- if the Board is not satisfied with the stretch factor material or stretch factor evidence, then what is it that the Board is looking for?

MS. LEA:  Yes, I understand your position.  I am just looking a little farther down in the Hydro One decision, reading on from that sentence:
"As already noted, the OEB's custom IR is an incentive rate-setting approach designed to drive efficiencies.  Benefits from explicit objectively determined productivity and efficiency adjustments, such as stretch factors include mimicking competitive market conditions, sharing anticipated savings with ratepayers up front and facilitating a more outcome-based approach to regulation."

I think that what the Board is aiming for there -- and, again, I will think about this carefully -- is benchmarks obtained from a source external to the company, not benchmarking that is fundamentally based on your own costs, and that a stretch factor that is imposed -- and the stretch factor is based, again, on external benchmarks and externally-derived productivity and efficiency factors and stretch factors.

So that's -- as I understand it, it has less to do with your costs and more to do with what the rest of the industry may be doing.

MR. MARTIN:  No, that's not correct.

MS. LEA:  No?

MR. MARTIN:  No.

MS. LEA:  Please tell me what you think.

MR. MARTIN:  As I understand it, the new benchmarking model exactly takes your costs, your direct inputs, and it gets benchmarked against what amounts to a straw man, a utility -- an ideal utility with the same inputs and the same costs, or produces a set of costs from the same individual input.

So you actually are being benchmarked against yourself under the new PEG benchmark.  Now, they can certainly talk to that a lot better than I can, but these are not -- we are not being benchmarked against external factors.  These are all factors that are attributed only to Oshawa.

MS. LEA:  Mm-hm.  Okay, thanks.  So I think that that part of the discussion we will leave to PEG and Lisa Brickenden, who knows a lot more about this than I do.

Let's move on to another similar --


MR. MARTIN:  Sorry, Jennifer, can I just --


MS. LEA:  Please, yes.

MR. MARTIN:  We have been talking about HONI, given that that came out kind of as we were finalizing things.

MS. LEA:  Yes, yes.

MR. MARTIN:  But there was Horizon, as well.

MS. LEA:  Yes.

MR. MARTIN:  In the Horizon evidence, I did not see indexing, et cetera.  I mean, basically the talk -- the focus in Horizon were the outcomes.  You know, did Horizon accomplish cost savings?  Did they accomplish -- they talked about reliability, efficiency, et cetera.

So, you know, there is some precedent here, other than Hydro One, that we shouldn't ignore, I don't believe.

MS. LEA:  Mm-hm.  Okay.

MR. MARTIN:  Yes.

MS. LEA:  Yes.  And I want to get to that, as well.  As you know, we asked an IR asking for your precedents for various aspects of your application, and I am looking forward to looking at that.

Let's talk about outcomes, then.  Can you describe to me what sort of outcomes you were thinking of when you were talking about the Horizon application?

MR. MARTIN:  Well, again, I'm not really thinking about Horizon's application.  What I'm --


MS. LEA:  I only raise it because --


MR. MARTIN:  What I'm referring to is essentially, you know, the reference to the annual index methodology that seems to now be -- but which wasn't produced in their -- in terms of our outcomes, I do think that, again, going back to efficiencies and cost savings and management of costs, I think we have an abundance of evidence in the application and in the IRs, we believe, that produce -- that provide the assurance that there is cost efficiencies.

It basically indicates that we are an efficient utility now, given comparisons to other utilities that are similar to us.  When we look at our forecast we -- again, using the benchmarking and in fact even comparing our future costs against current level costs of other utilities, again, we believe that we've shown sufficient evidence to indicate that the cost savings are there.

In terms of reliability, I think in Board Staff -- in your IR 1-1, in terms of reliability we produced a chart that indicated that based on past expenditures, we've been able to improve on our reliability statistics over -- since 2008.

What we've indicated, and although we haven't specified any targets, we have indicated that with the level of spending that's directed at renewing or sustaining the infrastructure, that we will try to continue to improve on those reliability statistics or at least keep them at a status quo.

In terms of service responsiveness, we do have costs that we've proposed that allow us to respond to and communicate with customers relative to outages.

So, again, those are the things that come sort of immediate to mind.  Is there anything I am missing?

[Witness panel confers]


MR. MARTIN:  And, again, given the results of the surveys that we did with the customers, we think we have hit those high points.  The customers' concerns obviously are reliability, responsiveness, communications.  We are investing in those areas in order to be able to improve on those aspects of things.

Even relative to -- I know that the question of rates seems to come up, as well, and I think everybody would admit it is a difficult question to ask consumers whether they agree with or are accepting of rate increases.

In our case, I think it is important to keep in mind that if we simply look at costs that relate to sustaining the infrastructure and responding to the customer service survey, those costs don't -- aren't the costs that are driving the rates up for the company.

Now, I will qualify that.  The money that -- the investments we have made in capital spending since 2012 and through 2014, those costs have been significantly driven by sustainment requirements.

We were behind the curve in terms of having an aged infrastructure, and we believe we have taken care of that.

If you look at the details of our capital plan now, the sustainment side of the capital is really pretty much in line with depreciation.  So they're not really driving the rates up.

What's driving the rates up going forward is really our -- the need for us to respond to expansion and development that's going on in the city, which, unfortunately, under this, under the rate-setting mechanism, does affect not only new population that comes into town, but the existing customers that are there.

So I think that even with respect to addressing the concern over price increases, I believe we've addressed that where we could, within the expenditures that are within our control.

On the OM&A side, the benchmarking shows that we are, we believe, extremely efficient on the OM&A side.  In addition to comparisons to other companies, we are -- again, we're either at the lowest, or one of the very -- you know, we're sort of in the top two or three, in terms of costs and OM&A.

So I think those are the outcomes that I can think of.

MS. LEA:  As you talk about outcomes, I was wondering if you had an opportunity to think about targets.

So one of the things that we found very helpful in the Hydro One application – and I keep going back to it, because I was part of it and it was the latest things that was put before the Board -- we had in the exhibits that I referred you to in our letter, Exhibit A, tab 4, schedule 4 of Hydro One, as an example, targets for certain measures that would be reported on each year.

So I am just -- I just happen to be looking at vegetation caused interruptions, and they had a certain target number of those interruptions that they were willing to live with.

And when we asked the question at 1-Staff-1, it was in the hope that you could produce something like a chart that would say, okay, in 2016 one of the measures, one of the quantitative measures we're going to be aiming for is the number of interruptions, or whatever you chose for your outcome measure -- so some quantifiable metric that we could then test your performance against.

And in looking at your application, I thought that there might be some very good ones that you could use.

For example, your scorecard has on it certain measures that could be used as targets to make sure that you achieve those numbers.

Or, in your answer to Staff interrogatory 1-Staff-1, you say that you're going to maintain O&M per customer at $208.00 and -- yes, at page 6 of that interrogatory.

So I wondered if there was a possibility that you could design some sort of chart or indication of quantifiable targets, metrics, ways to measure them, and ways to report on them, in the way that Hydro One designed for us – or actually, I think, produced before our first technical conference some targets and measures and metrics.

MR. MARTIN:  I am going to actually let Ivano take this at a detailed level.

But it's difficult for a utility -- I think it's difficult for a utility of our size to come up with those types of metrics that compare for Hydro One.

Hydro One obviously is a much bigger company.  They will require those types of metrics in order to manage a broad-based, large, diverse service territory.

In the case of Oshawa, given the resources that we have and given the size and scope of the service territory and the customer base, et cetera, we've always felt that maintaining the metrics that are required under the OEB -- so the typical reliability statistics, et cetera -- and given that senior management essentially is involved in this case in pretty much every aspect of operations, whereas a company like Hydro One would have their -- senior management would be several sort of organizational steps removed from the direct operational requirements, we're of a size where we've got senior management involved in even operating level expenses.

We're fairly nimble.  We can respond fairly quickly to typical things that would start to affect those larger metrics.  And as a result, those are the metrics that we use to manage or monitor how we're doing.

MS. LEA:  I am not disagreeing with that.  What I'm saying is, can you use those metrics -- let's take those.

Let's not add anything additional, but take the metrics you already use and say, all right, in year one of our plan, the metrics is going to be this.  In year two of our plan, our target is this.  In year three, our target is that -- and so on and so forth through your five year plan, and say:  Here's what the target is, here’s how we're going to measure it, and here’s how we're going to report on it.

It's like a performance contract, and then it could be that there would be consequences for failure to achieve those measures or metrics, and rewards for exceeding them.

So like a performance contract, so that somewhere that you could file -- whether it is the metrics in your scorecard, or some other metric you already have.

MR. LABRICCIOSA:  Let me try to see if I can answer the question, and come at it from a different perspective.

When you are asking about outcomes, the example you used with Hydro One and its tree-trimming measure --


MS. LEA:  Mm-hmm.

MR. LABRICCIOSA:  I think in Hydro One's case, they definitely have a program and an issue to manage with the tree-trimming side, so it becomes a very targeted kind of approach.  So it would make sense for them to put that measure at the front end, or at the very top level of priority, because they are directing their application and some of that funding to deal with that issue.

In our particular case, Phil has described our renewal program as pretty much in play at investing at the rate of depreciation.

We might have some optimization of how we make our decisions and pick the locations of where we spend it, which will likely have an improvement in reliability.

I mean, intuitively we know there is a linkage there.

MS. LEA:  Sorry?

MR. LABRICCIOSA:  In our particular case, we stayed at the macro level because the driver for our particular situation in Oshawa is the development side.

And with our application, what we were looking at from sort of a contracting perspective, using your analogy, was that the development that is driving our investments, looking to save us and the customers money, in terms of managing those projects at a lower cost in comparison to our previous costs, historical costs, when it came to managing those projects.

So that's why we, from a contract perspective, we like our proposal from the perspective of the CCIEIM --


MS. LEA:  I missed out the second "I", too.

MR. LABRICCIOSA:  I am not sure.  I think I got it right.

But anyways, we saw that as the -- not only the stretch aspect at the macro level.  We saw that as somewhat the contract that exists, in terms of what we think it will cost versus how we're going to manage that as an improvement.

So again using that contrasting the Hydro One case, they directed theirs specifically at, you know, a very focussed investment on tree-trimming.

In our case, it is in the development work and we would use -- it isn't a target number, but it is a target that we're stretching for, that has a reward and a risk attached to it.

So that would be sort of the -- I would present that as the analogy of, well, is there a measure I can see?  I would say it is in that side of the application.

The other element, and Phil referred to it, we sort of stayed at the macro level when it came to outcomes to show that we are stretching ourselves.

The benchmarking exercise, albeit it's not a specific customer, cost per customer or cost measure, a KPI measure, it does incorporate all of those elements into it.  And at the macro level, it does show that the stretch is there.

And again, the reward is if you deliver, great.  I mean, you've basically met the plan, as a contract plan.

If you didn't deliver, there is a downside to it, and if you over-deliver, there is an upside.

So we kind of looked at it as a balance, the balanced view; at the macro level, the benchmarking using the PEG formula and the PEG calculation.

As you get down to somewhat of the micro measures, we know that the Board sort of sets the compliance back stop for all of the specific customer measures, reliability measures, those elements that we report on monthly.


And at a program-specific and directed measure, we are looking at the capital investment driver for new growth as a means of saying, okay, in that area, we're going to manage those contracts and projects to the point that there will be a cost savings at the end of it that we will share with ratepayers, as well.


MS. LEA:  So as I understand your answer, then, rather than creating a performance contract by taking any metric -- believe me, I am not asking you for a specific metric if that is inappropriate for your company and its size, but the metrics that you already have to produce for the scorecard or something that you have determined for yourself for your capital programs, you're the ones that know what is best for you.  So I am not trying to go outside of that.


But as I understand your answer you're saying, rather than having targets, specific targets, on those metrics and a kind of a performance contract, you're proposing, instead, an incentive which acts -- which will incent you to exceed the target that you have set for yourself and is embedded in your costs.


Do I understand your answer correctly?


MR. LABRICCIOSA:  I think -- yes.  I think, yes, the short answer is yes.


When you say "embedded in your costs", our estimates are based on where we are at today.  And so the stretch factor, we didn't actually put a target number there, but through the incentive aspect of it, we are suggesting that, you know, internally how we manage the company, we are going to set a target for ourselves to manage it better than those estimates.


And those estimates are informed, again, externally by an external agency as the benchmark to the outside of the company.  They've put together an estimate plan that is consistent with where we put our estimates at, and that's the sort of benchmarking to the outside.  And then how we perform and we intend to perform to actually deliver those projects under those estimates, that's kind of our target setting.


So we didn't set it as a per unit measure or a per project measure.  It is an in aggregate project -- aggregate portfolio delivery measure which is driven by, again, the outside growth and the focussed investment that is really driving this application.


MS. LEA:  And do you think it would be inappropriate or would you resist the idea of creating more of a performance contract approach with specific measures on whatever metric you decide is appropriate, rather than what you have put forward?


MR. LABRICCIOSA:  I think at the surface I would have to say yes.  I would resist it somewhat, because there are a lot of unknowns in that.


Again, as we move forward in this area, again, not a lot of things are nailed down.  So there's a lot of risk when you start detailing out specifics.  I was describing -


MS. LEA:  I'm sorry, what do you mean by not a lot of things are nailed down?  What things?  What risks?  Please be more specific.


MR. LABRICCIOSA:  Sure.  The rules of the RRFE aren't quite figured out.  Yes, you referenced decisions that have already been delivered and asked questions around, you know, well, could our application have that specific metric or not?


Again, that is new to us, being early in this application stage.  When we look at our projects, I mean, as Phil described, we think we're delivering good results with stretch factors along the way to where we are today.


We're not really sure where all of the savings will come from, but we're going to drive at it the way we normally drive business.  We will put a target ahead of ourselves and we will deliver it.


So, you know, it's not -- it's not clear to us specifically that we can focus our attention on this one area of our business and deliver, you know, that particular result because there's five things we can do to drive that.


What we are doing is continuous improvement.  So where we could find it and how we run our business every day, we will try and cash that cheque in as a savings for the customer and for us.


So, again, when I say it's not nailed down, it's not clear to us that we've dropped the ball in this particular area so we need to fix with a directed effort or a directed project or initiative, or something that will deliver a direct result in that area.


What we're doing is working on all aspects of the business.  So I didn't mean to say that, again, regulations are changing or those kinds of things, or we haven't figured it all out from the policy side.


I meant from our side, when we look at trying to identify in a programmatic where we could put our time and effort to see if it will direct a quantifiable savings that we could measure, we don't have that nailed down yet.


MR. GARNER:  Ms. Lea, do you mind if I just interject with a specific example, because I am very interested in this.


MS. LEA:  Yes.

Questions by Mr. Garner:

MR. GARNER:  Let's talk about a specific example.  You've done a customer survey.  Your customer survey demonstrates customers are concerned with outages, is that correct, among other things.  Outages and rates are among their top things.  That's the way I read it.  That's a fair characterization?


MR. MARTIN:  Yes, yes.


MR. GARNER:  You also know that defective equipment is one of the reasons for your outages, because you have a cause code measurement and you have put that in your evidence.  That is also correct.


So in following what Ms. Lea is discussing, what would preclude you or why would it be difficult to create a metric and an outcome on outages due to defective equipment and use that as some form of benchmark through your program?


Now I'm not saying what that number should be or anything, but what would be wrong with doing that as a measure?


MR. MARTIN:  There's nothing wrong.  Let me just go back for a second.  I believe in the response to the 1-Staff-1, we didn't say that we didn't have benchmarks and we haven't -- what we haven't done is we haven't specified -- we haven't made specific or outlined specific targets for our forecasts.


What we have said, though, what we use essentially as our guideline is the Board's scorecard.  So in terms of reliability, in terms of some of the other customer service-oriented service quality indicators, et cetera, our guideline is basically to stay in line or be better than what the Board expects the utilities to do.  That's our guideline.


When we talk about penalties, et cetera, again, I'm a little bit -- it's a little bit contradictory to me, because what happens in the event that you don't meet the Board's guidelines, then what is required of the utilities essentially is to invest in those areas in order to, in fact, get those where they need to be.


Those investments would be outside of what's being -- of what's being proposed currently in our costs.


So, essentially, those incremental investments, those incremental costs that would have to be placed or invested or spent essentially become the penalty that we're referring to.


So I think, again, we operate as Ivano mentioned.  Yes, we operate a little bit at a macro level.  We use the Board's scorecard, and will continue to use the Board's scorecard as it evolves, as basically our guideline.


It is not necessarily our objective to be at the minimum.  Our objective is to be better than the guideline, but certainly when these particular metrics start to go off side, we react to those.


So I think in the DSP, we showed some evidence that referred to some of the specifics, Mark, that you referred to in terms of the causes for outages.


And things like animal contact we have addressed over the last number of years and we have improved.  I think the statistic was we're 66 percent better.


There was another one.  Sorry, I can't recall what the other one -- there was another cause, as well, that we improved on.  So we identified it and we invested in those.  We spent those -- that money in order to address the issue.


So I don't want to leave the Board with the idea that we're not measuring ourselves against any specific measurements.  We in fact are.


In this case, for our company we just believe that the Board's scorecard is sufficient for us to operate within.  And as I mentioned, I think there are penalties effectively built into the program whereby money has to be invested in the event that you don't meet those targets.
Questions by Ms. Greey:

MS. GREEY:  Could I add something to that with a couple of questions I had?  I'm a little familiar with outcomes and reading the RRFE, and Lisa may be able to give us more specifics.


MS. LEA:  I would just note for the record that Lisa Brickenden of Board Staff has joined us; thank you.

MS. GREEY:  Just looking at -- I will go to a couple of the IRs, and one of them is 1.0-SEC-11 where they asked for efficiency and productivity measures.  And you did list out five:  security, IT systems, e-billing, tree-trimming, and underground utility locates.

From what Ms. Lea was saying, could those not be built into a table?  You said these are the things we're doing.  These are the results we're expecting and have those -- okay, the results you're expecting as targets, and those be -- those are your productivity and efficiency, you're having certain expectations of outcomes from those.

Could something like that not become -- because those are your productivity and efficiency, which is going to bring you above the scorecard and which is going to make you a more efficient and productive utility, which I think the RRFE is trying to get at.  That's one example.

[Witness panel confers]

MR. MARTIN:  I think what we're looking at there -- so the question actually referred to examples of --


MS. GREEY:  No, not examples; details of all efficiency and productivity measures that you have untaken.

MR. MARTIN:  Right.

MS. GREEY:  So the idea is, in this custom application, that those are brought forward and you develop them into a chart or something, and actually what you say you're going to do, if you do e-mailing as of March of this year, you have 20 percent of customers receiving their bills electronically.

So over the next five years, can you have a target of what you're hoping to reach in that area?

MR. MARTIN:  I don't think -- no, I don't think those would be the types of metrics that we would want to put into the scorecard.

MS. GREEY:  Or, no, sorry --


MR. MARTIN:  So the way we responded to that question is we provided evidence of things that we have done in order to extract efficiencies out of the company.  So that is evidence to show that while we haven't shown any direct future programs, these are things -- these are programs that are ongoing.

Some of these things are one-time events or things that -- you know, basically you get to a saturation point.

So, for example, e-billing; if we look at statistics for e-billing, 20 percent, first of all, we're one of the highest penetration rates in the province for utilities.

But even if you look at general uptake of e-billing type programs, 20 percent is significant.

MS. GREEY:  Maybe --


MR. MARTIN:  Now, it doesn't mean that we don't continue to make efforts in order to increase that.  But to establish targets, or at least to produce targets for external purposes, we don't think really is valuable here.

Some of these targets we do have internally.  There are some -- there are internal incentives for folks to try to achieve these things.  But as a company objective, these things are -- they're challenging enough to do and in order to, you know, establish or at least lay out specific targets, it is difficult to do with those types of things.

MS. GREEY:  Oh, definitely.  No, it's not easy, but I think that was -- my understanding of the basis.

MR. MARTIN:  I also don't think there are, I don't believe -- in our case again, we operate more at a macro level.

Those things are operational, and I'm not sure that they're overly strategic to the material performance of the company.  So again, there is a focus on it, but to put it out there and have a -- I think it could end up, you know, having a negative effect.

MS. GREEY:  Well, because we had talked about Hydro One, one of them is tree-trimming.  But I was just saying that could be an example to help, if Ms. Lea was suggesting you do outcomes.

I have another example.  In interrogatory -- this is actually 4-CCC-31, but it talks about your productivity trends embedded in your application.

And this is where you do bring out the OM&A per customer remains 2008, you have fixed assets per customer, and you have customers per FTE is expected to be a certain number.  So could those not be outcomes and targeted?

So those are things you're saying, okay, these are the what?  The metric, the forecasts using your customer growth.

There's specifics and could they not -- there's another example.  Could they not be used as outcome measures?

MR. MARTIN:  Again, I'm not sure -- to what end, I guess is what I'm wondering.

So is the idea of establishing these types of outcomes in order to establish some sort of penalty?  I'm not quite -- if, for example, we overspend and our OM&A per customer is high, you know, then again those are costs that aren't being recovered through rates.

MS. GREEY:  I guess --


MR. MARTIN:  So again, I am not quite sure what we're getting at.

MS. GREEY:  It is that we want to draw out, not just have them embedded in your --


I understand, and that is traditionally a cost of service; your efficiencies and productivity are embedded no your cost forecast.

Here, I thought the idea was that we brought those out, and that you are actually being really accountable now.

MS. LEA:  And demonstrable success, showing the Board  these are the targets, and here's how we're going to measure whether we achieved them or not.  Here is how we're going to show whether we did or not, and prove that we are as efficient as we claim, as customer-responsive as we claim.

Because what we have observed, I think, in the past is that the Board does want some demonstration of that kind of commitment and customer responsiveness on something that is measurable and reportable.

And as we have -- a bunch of people have suggested measures here that you can choose.  We're not trying to impose some measure on you that is inappropriate.

Choose your measure, give us a target for each of the five years.  Choose how you're going to measure it, show us how you're going to report it, demonstrate the efficiencies and ability of your utility.

MR. MARTIN:  So to cut it short, we have chosen them and it is the scorecard.

These things that you are bringing up, again it is all well and good.  We can talk about OM&A per customer.  But that is a relative -- that's a relative objective.

In other words, five years out, if we set a target of $208 dollars per customer and, five years out, were at $218 because inflation is higher than predicted, and all of the other utilities are, relatively speaking -- so we don't meet our target of being $208 a customer.

But we could still -- five years out, we could still be the lowest OM&A per customer.

So I don't understand -- you know, we can establish these targets.  But they don't really make sense to me, because what we're talking about here are things that you know, are really -- they're really measurements that are valuable at a point in time.  But I don't think that they lend themselves to targets.

We believe that -- we believe that the key things that our customers are looking for is cost control, reliability, communication.  And we believe that currently, with the Board's scorecards, those things, in fact -- at least reliability and communications are dealt with.

In terms of cost control, we've established that we have efficient costs, we believe.  Through benchmarking and metrics, we believe we're proposing very efficient cost-effectiveness.

So to impose targets on -- you know, we have to basically come to the conclusion that these costs are in fact efficient.  And if we end up over-spending, that in fact becomes the penalty to the company.  We don't have those -- we don't have that overspend built into rates.
Questions by Mr. Rubenstein:

MR. RUBENSTEIN:  I am going to jump in here.  Maybe we're not getting anywhere, and it is probably best to sort of leave it.

But this is going to be something, at least speaking for some of the intervenors, that is of interest.

I know we're talking, and Ivano talked about some of the incentives you have on cost.  I agree there are some incentives, and we can talk about that later.

But I thought Mark's example was really the perfect one about you have a capital plan.  We want to see that the outcome of that, that there is an outcome of that capital plan that is not dollars.  That's one thing, but that you are achieving something.

I mean, the Board's scorecard, all distributors have to follow the Board's scorecard on whatever system, and have to report on that on whatever system.

You have come with a custom IR and the sort of trade-off of being able to apply for and receive more capital than you would get under IRM, and in our view is you need to demonstrate that the extra capital, the funding that you are getting is going to provide demonstrable outcomes, with respect.  So that is something to take away.

But I had a question about 1-Staff-2.  In 1-Staff-2, Staff asked you about the scorecard and says for the asset management category, there's -- get to choose what you want to put on it for that one category.  And your response is, Well, we're going to see how this plays out and it is too early to tell.

But that is a perfect example of the scorecard, and I sort of was taken aback, because that is something we would like to see, what you plan to do.  What are the asset management metrics which are part of the scorecard that you're talking about today are so important.  So --


MR. MARTIN:  That's a good example.  So we have been  -- again, being a mid-sized utility, given the resources that we have, et cetera, these types of things, we typically like to see what plays out, particularly with the bigger guys and the folks that have the engineering capacity to do the studies, et cetera.

What we've seen so far, I mean, I've seen sort of a metric that has -- basically it's almost a percentage of completion, for example, on capital, which we don't like.

So we haven't --


MR. RUBENSTEIN:  We have a disagreement.

MR. MARTIN:  We haven't developed anything yet and nor have we seen anything yet that we believe is valuable.

So you're right, I mean, we're trying to -- we're trying to sort out in our own minds what the -- what would be the metric that everybody is looking for that would reflect on whether or not -- are we looking simply to determine whether or not we have spent the money, or are we looking to see whether or not the outcome was met?

Looking at whether or not we spent the money is easy.

MR. RUBENSTEIN:  I agree.

MR. MARTIN:  Trying to sort out what the outcome is has been difficult.

MR. RUBENSTEIN:  I don't disagree it is difficult, and I don't blame you, but obviously, you know, chicken-and-egg situation.  You want to see the outcome.  We want to know if the plan is efficient.  We want to see how you're measuring.

It is not a cost thing, because if the idea, at least how I read the RRFE and I read what the Board says, this is all about a value-for-money exercise.

So even if you spend the exact amount of dollars you say you were going to spend, the outcome of that activity  -- you're doing some of these activities or all of these activities for a purpose -- is:  Can we measure?  Some you can't; some you can.

All I would say is take it away, and this is something that we will be interested -- we're interested in.

MR. LABRICCIOSA:  Sorry, Mark, you raised some excellent examples and the line of questioning is good, and we don't want you to leave you with the feeling that we don't want to do anything, or at least leaving with a feeling we're kind of reluctant, because there are a couple of aspects to it.

The first one, and again the conversation on reliability, there is a cost to imperfect information, and we all know that.  Models get more refined and better and it costs more to dig deeper.  So there is always that trade-off of:  How much more do you pay to be more perfect and to get better and perfect information so that you know the ins and outs?

And that was what I was describing before.  If we move these kinds of factors, the outcomes or the outputs are these.

I don't think we have that refinement yet.  So there is going to be some time and effort to do that piece.

The other part is there are some unintended consequences that come with nailing down measures.  So, for example, in that tree trimming example, I'm not sure what the downside, you know, could be for Hydro One, but let's say all of a sudden they're not getting the results.  So do you throw more effort at the program just to achieve the results?

And so, again, it derives this unintended consequence of just trying to be optimizing one parameter because so much rests with that, that everything else you do in the business suffers because of it, even though it is not tracked or reported or there are no consequences to that.

So there is this element of:  If you go too deep and if you are too narrow, then all of a sudden, you know, you risk, again at the macro level, losing the other aspects of the business you manage.

MR. RUBENSTEIN:  I don't disagree with you.  It is a challenge and there is attention.

MR. LABRICCIOSA:  The example I give with reliability -- and you raise a point, Mark.  In my experience, what we were trying to do is track a dollar invested today yields the kind of outcome and results that are quantifiable and measurable in something like SAIFI or SAIDI or CAIDI or index reliability.

What we found in some of the early work that I have done is there is almost an 18- to 24-month lag.  So remember all of this lead/lag sort of scenario issues around KPIs.

So, again, not knowing how that -- I mean ideally in a perfect world you would like to know I put a dollar in the front end and I get the result at the back end.

Time is our enemy on some of this stuff, let alone all the other pieces that come together.  So it is very difficult to nail down some of those quantifiable pieces.

And we would love to do it, don't get me wrong.  It is just we're not sure we know how it all works and fits together.  That's why you hear us staying at the macro level where our contract discussion really rests with the benchmark work we've done, which is a lot of great work done by PEG and the Board Staff and those elements around trying to figure out how to characterize who is efficient, who is not, or less efficient.

The compliance reporting, very good KPIs there that have tracked over the long haul.

And, again, what we're looking at is trending rather than specific nail-down KPI targets.

So I know I am not giving you the answer you want to hear, but I'm trying to explain to you there are many unknowns in this thing.

MR. RUBENSTEIN:  I don't disagree with you, but it is part and parcel of this is what the Board wants and --

Questions by Mr. Garner:


MR. GARNER:  Can I ask a question rather than project something to you about what to do?  You earlier in your response said that you had internal targets and internal incentives.  Can you give those to us, tell us what those are and how those incentives work?

MR. MARTIN:  I can.  I'm not sure I could get them all off the top of my head --


MR. GARNER:  Do it in an undertaking.  I don't need it right now.  I am interested in what the company internally uses in its management employee level to incent people and what sort of targets they are using.

MR. MARTIN:  Yes, I can take it back as an undertaking.

I can tell you that when we talk about incentives, there's two types of incentives.  There are real incentives.  So to the extent that, you know, there are bonuses and remuneration attached to it, those tend to, in fact, revolve around the Board scorecards.

So we're talking about reliability.  We're talking about a safety component.  We're talking about cost control.  So they do directly revolve around the key aspects of the application, and really the aspects of the scorecard.

The other -- the things that we talked about, in terms of e-billing, for example, I mean, what we're talking about there is campaigns to -- you know, in the event that we can achieve a certain target, then there is lunch involved.  And it's those types of kind of incidental-type things.

MR. GARNER:  Well, I would be interested in the former, not the latter, the ones that are explicit and go to trying to incent behaviour, you know, inside of people's payment and/or just hard targets set within engineering, or whatever way you do it, those types of things.  And maybe that will help us advance the conversation a bit, because then we will understand what you do yourself internally.

MR. MARTIN:  Yes, okay.

MR. GARNER:  The next question I have --


MS. LEA:  Sorry, is there going to be something provided?

MR. MONDROW:  Yes, we give an undertaking, which as I understand is to provide incentive targets currently used by the company internally.  Is that correct?

MR. GARNER:  That's right.

MR. MONDROW:  To be helpful, we will try to give some thought to this discussion, and to the extent we can offer other comments on targets or metrics, we will do so in the context of that response.

MS. LEA:  As you know, I mean this exploration is not to be critical of the application so much as it is to understand.  And if particularly Board Staff finds that we have to make some submission about whether or not the application conforms to policy, we want to fully understand the company's position so that we have a good understanding that we can think about.

Now, in terms of the numbering, then, this is a technical conference undertaking, first day.  So it will be TC1.1, will be the undertaking number, please.
UNDERTAKING NO. TC1.1:  1. TO PROVIDE THE INCENTIVE TARGETS USED BY THE COMPANY INTERNALLY; 2. TO PROVIDE THE 2014 AND 2015 CORPORATE SCORECARD for OPUCN; 3. TO ADD ANY THOUGHTS ON OTHER POTENTIAL METRICS OR TARGETS.

MS. LEA:  Now --


MR. RUBENSTEIN:  Sorry, if I could jump in, just because I had a question specifically.  We had asked you in Interrogatory 1-SEC-4, if you had a corporate scorecard, and you said you did not.

Can I just ask:  What is the form?  I got from Mark's question that there are corporate objectives that are somehow in an individual's incentive pay.  Is there a corporate objective?  Putting aside the name of scorecard or whatever, is there a set of corporate objectives which have yearly targets?

MR. MARTIN:  Yes.

MR. RUBENSTEIN:  All right.  I just want to then -- I assume it adds to Mark's undertaking.  We would like to see the 2014 and 2015 corporate objectives showing the targets and where you came out and the results of those.

MR. MARTIN:  Can we do that under the same undertaking, or do we want to create another one?

MR. MONDROW:  I just want to be precise of what -- in reference to 1-SEC-4, we'll do it under the same undertaking.

MR. MARTIN:  Sorry, Mark, 2014 and --


MR. RUBENSTEIN:  For 2015.  For 2014 you will have the targets and your year end and 2015 and --


MR. MARTIN:  You want to see how we did?

MR. RUBENSTEIN:  Yes.

MR. GARNER:  Can I just ask a second question, if we have dispensed with the undertaking?  It is about the Board's scorecard and your reliance on it.

I am particularly interested in your thoughts on the SAIFI -- I will call it SAIFI et al. type of measurements, with the sort of background that my understanding is, because weather is such an integral part of how that statistic gets derived, that in fact it becomes a very problematic statistic to use as a definition of the success or failure of a capital program or maintenance program.

Would you agree with that?

MR. LABRICCIOSA:  Again, in terms of co-relating capital adjustment to weather or reliability associated with weather, what I can tell you is, you know, climate change and the impact of climate change on systems is resulting in utilities to be more diligent with setting standards that include reviewing standards, to make sure they comply with the studies that show wind and water are going to be the two biggest factors in weather impact on electric systems.

So we look at wind loading and, you know, where we locate equipment so it doesn't -- so it can survive water management.

Inasmuch that those are more longer term sort of initiatives, in that if you change a standard today, by the time you rebuild your system -- you don't go change it out all overnight.  As you go to rebuild to the current standard, it should withstand weather impacts.

So, you know, I'm anticipating your question is, you know, if we put capital in today, we should have weather impact improvement tomorrow related to reliability.

The answer is likely not.  The answer requires a bit more drilling down.  There might be short term measures, like anchoring poles and those kind of things that can deal with the weak links in the system, but not overall improvement in general.

MR. GARNER:  The unfortunate thing is you're anticipating the wrong question.

[Laughter]

MR. LABRICCIOSA:  Sorry.

MR. GARNER:  I am actually going to a different place.  That’s a very helpful answer, don't get me wrong, because it does explain something about why you see that statistic as being useful.

What I am trying to get at, and ask you because you know the system, is:  why is it that other statistics that are more directly related to the plant -- such as defective equipment code, tree contacts -- why would they not be preferable to what I might call the mumble-jumble of a whole SAIDI and SAIFI statistic, which amalgamates multiple causes on your distribution system?

Why wouldn't those be better than the ones the Board is using in its scorecard, or more indicative to you?

MR. LABRICCIOSA:  Again, we look at reliability metrics as measuring the outcome of customer satisfaction, in terms of, you know, an outage related to trees versus an outage related to equipment failures, using your two examples.

To a customer, it is an outage.  They're indifferent as to whether it is one or the other.

MR. GARNER:  But it is not the same to you as a means of investing in your plant, is it?  I mean, you don't invest in the same way for, let's say, outages largely caused by tree contact and outages caused by transformer failures.

That causes you to look at your investment a bit different, don't they?

MR. LABRICCIOSA:  They do, they do.

MR. GARNER:  Again, why wouldn't it be more preferable to have something that is more indicative of where the failures are occurring?

MR. LABRICCIOSA:  And again, the amount of effort you apply, given the extent of the problems and its impact on the end result of customers, means that you would direct your investments accordingly.

So as much as that has shifts and changes between years, your programs will shift accordingly as well.

So again, from my perspective, you could look at it as one isolated variable and say, okay, we're going to concentrate on that.

The question that really remains, and I think that we look at is: is that the right number, is that the right variable, is that the right focus for the effort, and do we know all of the ins and out for that.

For example, tree-trimming; we’ve raised that a couple of times.  I mean, you could in fact, you know, relocate the trees.  That’s an option, a very expensive option, but is that the right investment to do that type of extensive program?

Or you could look at improvements of -- okay, the resources we use to trim trees, could we find less costly or more effective quality outcomes of tree-trimming programs?  Could we reshape the program and sort of deal with -- I've seen people look at we will only -- we will revisit major sections of the lines every year and minor sections other years.

And those are what I would call the continuous improvement aspects of how you would spend the money to improve the results.

MR. GARNER:  Wouldn't it also --


MS. LEA:  I'm sorry to interrupt, but we are having PEG on at eleven.  Do we need to take a break before then, or is it just me?

[Laughter]

MS. LEA:  Is that okay, Mark if we --


MR. GARNER:  I am in your hands.

MS. LEA:  It is a very interesting discussion, and I don't want to lose it.  But again, we do have that eleven o'clock deadline staring us in the face.

MR. MONDROW:  Why don't we take a few minutes, and why don't we come back, Mark, to your question when we are finished with PEG?

MS. LEA:  Yes, please.  I don't want to lose that discussion.

So let us return then at eleven o'clock.  Thank you.
--- Recess taken at 10:55 a.m.
--- On resuming at 11:07 a.m.

MR. THIESSEN:  Hello.  Is there someone on the line?  This is Harold Thiessen, Board Staff.

MR. LOWRY:  Hi, Harold.

MR. THIESSEN:  We're going to get underway in one moment.

MR. MONDROW:  Mark, David, it's Ian.  We're in the room with the court reporter.  Mark, I will get you to again repeat your name, and then I will ask David to state his name so the court reporter will be able to recognize which one of you is speaking without you having to say that every time.  So, Mark, could you go ahead?

MR. LOWRY:  Okay, this is Mark Lowry, president of PEG Research.

MR. MONDROW:  David, could you do the same?

MR. HOVDE:  And this is Dave Hovde, also of Pacific Economics Group.

MR. MONDROW:  And, David, when you speak next time -- we heard you this time, I think, but just make sure if you could get close to the speaker or speak up a bit, that would be great.

What we have agreed here in the room to do is to -- since you are on the line, we're going to just have the different parties who will try to introduce themselves as they ask questions, ask questions of clarification on the interrogatory responses related to your benchmarking report, and we will probably start off, I would think, with Jennifer Lea, counsel for Board Staff.

MS. LEA:  Thank you very much.  Welcome, gentlemen, and thank you very much for calling in and making yourselves available.

I am actually not going to do most of the questioning here.  My colleague, Lisa Brickenden, is going to do that.  I did have one remark, though, before we begin.

Of necessity, some of these questions will include questions that are specific for the Pacific Economics Group and others that could also be partially answered by the Oshawa folk.  So don't hesitate if you need to have both sources answer, Ian, because some of these may be best answered by both, rather than PEG singly.  So I will ask Lisa to begin.
Questions by Ms. Brickenden:

MS. BRICKENDEN:  Thanks, Jennifer.  Hi, Mark and Dave.  How are you?  There is silence on the other side of the phone.

The questions that I had may overlap a little bit, so please bear with me if they do and I will try not to be repetitive, but I thought I would start with some general questions, and it's Exhibit 10, tab C, page 14, and it is in response to the Staff 44 IR.

MS. LEA:  10-Staff-44.

MS. BRICKENDEN:  Have you got all of that in front of you?

MR. MONDROW:  Mark, can you hear us?

MS. LEA:  Oh, oh.

MR. MONDROW:  Mark, David, can you hear us?  I don't know if you guys are on mute.  We're not hearing you.

MS. LEA:  Whoops.  All right, we had better do something fancy in some technical realm of which I am entirely ignorant.

MR. MONDROW:  Can you hear us?

MR. LOWRY:  Hello, hello?

MS. BRICKENDEN:  Can you hear us, Mark?

MR. LOWRY:  Hello, is that better?

MS. BRICKENDEN:  Yes, we can hear you now.  Can you hear us?

MR. LOWRY:  Okay.  The problem seems to be that the speaker phone isn't working.  Let me try it again.  Sorry, it is just the problem is there is two of us here, so if one of us -- let me try the speaker phone again.  Can you hear us?

MR. MONDROW:  Yes.

MS. BRICKENDEN:  Yes.

MR. LOWRY:  Okay.  Well, all right.  Let's try to proceed.

MS. BRICKENDEN:  All right.  As long as you can hear us, too.

MS. LEA:  So we just went to the reference.  So your exhibit, and it is Interrogatory 10-Staff-44 we're specifically looking at.

MS. BRICKENDEN:  Have you got that in front of you?

MR. LOWRY:  Yes, I have that.

MS. BRICKENDEN:  Okay, perfect.  In your response, you note that the company's cost forecasted is closer to the Ontario norm, and you further comment that the implicit capital productivity growth in the years following the surge is well above the Ontario norm.

I have a basic question.  How can we conclude this when a comparable Ontario norm for that time period cannot be estimated or forecasted?  Maybe I just misunderstood your conclusion.

MR. LOWRY:  Well, you are right that what we are saying is that the forecast for Oshawa exceeds the recent historical industry norm in Ontario.

MS. BRICKENDEN:  Okay, that is helpful.  So there isn't any way, I guess, of looking at other similar cases.  I guess it is too early, early days, in Ontario to determine what would be comparable with those.

I believe we have Horizon venturing into a custom IR, Hydro One, and I am looking to others, to look at their cost profiles and where it may be going compared to others?

MR. LOWRY:  That's correct.  I mean, of course the X factor and the stretch factors in IRM 4 are all backward-looking.

MS. BRICKENDEN:  Mm-hmm.

MR. LOWRY:  But you're right that, in theory, you could compare Oshawa's cost forecast to other forecasts from custom IR proposals and, you know, we haven't done that.

I don't know about the others, but I think some of the ones that I've heard of, like the Toronto Hydro one, must involve -- I believe it involves a substantial deterioration in their cost performance.  I don't know about the others.

MS. BRICKENDEN:  Mm-hmm, okay.  The reason why I am asking is one of the other comments in the response is that the proposal uses, to quote you, "rigorous external cost and productivity benchmarking".

And I don't see how it's external cost and productivity benchmarking, when it is derived on Oshawa's forecast.  I'm sorry if I misunderstood the benchmarking work.

MR. LOWRY:  It is external, but it is based on history, just as any econometric benchmarking model is basically generating a historically-derived benchmark.

MS. BRICKENDEN:  So using the historical data is what is making the PEG's work external?

MR. LOWRY:  Using data from other companies is what makes it external, right.

MS. BRICKENDEN:  Well, I have further questions on that, once we get into the more specific productivity bucket, because I am still a little confused in that area.

The logic of the Oshawa productivity trends and stretches in your response, what does that -- I had a little trouble following that, and that is starting, I believe, halfway down page 2 of 3 in 10-Staff-44, the table below.

I don't understand the logic of that paragraph.

MR. LOWRY:  You mean where we come up with the idea that the implicit stretch factor is 0.87?  Is that what you mean?

MS. BRICKENDEN:  Yes.

MR. LOWRY:  Well, it's just that there is implicit productivity growth of 0.87, and in the Board's methodology there's a productivity target of zero.  So anything north of zero is a stretch factor.

So, in this case, assuming that there was a zero target, this proposal has implicit productivity growth of 0.87.  And so that's why we thought that that's one way of looking at it, that is the implicit cost-based stretch factor.

MS. BRICKENDEN:  In that case, then, by using the term of a stretch factor, are you suggesting that these amounts be somehow used to adjust Oshawa's rate trajectory over the five-year term to help construct what we earlier discussed as a custom index?

MR. LOWRY:  No.  It's built into their -- it's built into their -- it's implicit in their forecasts.

MS. BRICKENDEN:  I'm sorry, I don't follow, but I will move on.

MR. MONDROW:  Lisa, could I interject.

MR. LOWRY:  I think Dave would like to make a comment.

MR. HOVDE:  To put it another way, let's assume that Oshawa actually incurred the costs that it is forecasting.  If that happened, according to our analysis, they would generate productivity that would be 0.87 over this period.

And because of the stretch factor assigned for Oshawa is I think only 0.15 currently, and under the analysis under that column where I have the IRM 4 method, the current IRM 4 method would only expect between 0.3 and .15 percent productivity, and in that sense, we're saying that the amounts proposed by Oshawa in their cost forecast, if realized, would generate productivity greater than expected under current default indexing methodology under IRM 4.

MS. BRICKENDEN:  Oh, I think I understand.  So what -- you're not actually referring to it as a stretch factor equivalent.  You're saying that the derived estimate of productivity, based upon the application, is incrementally the .66?  I think that’s the number I see.

MR. HOVDE:  Correct.  We're trying to relate the dollars they're proposing to the productivity that's expected under IRM 4.

MS. BRICKENDEN:  That's a helpful clarification, because I was interpreting it literally, since you used the stretch term, that you were suggesting maybe a rate adjustment.

That takes care of my final question.

MS. LEA:  Can we go then to your other section, Lisa, on productivity?

In this section, we're now going to look at 10 Staff IRs from 58 through 64, I believe.

MS. BRICKENDEN:  I will start with 58.  In your response, just to summarize, you note that the effect of the data revision that was made in order to do the benchmarking work was to lower the predicted cost.

I was wondering, and I don't know if it's fair -- Mark and Dave, this is a question for you, and I welcome Oshawa to of course jump in.

How far back did the data error go?  Like how long did the error exist?

MR. LOWRY:  The error existed for the years 2002 to 2005.  If you look at the working papers that were submitted as part of IRM 4, you will see that the numbers in those years were a fair bit larger than those in later years.

When doing this project, we enquired about, you know, what set of numbers might be correct, or if for some reason those were correct.

And what happened was that Oshawa staff got back to us and said that they didn't -- you know, that they needed to revise those earlier values, because I think they said something -- I will leave it to them to explain what happened.

But what we did is we went forward using those revised values that seemed more consistent with the current values being reported.  And because the calculation involves an average line miles over the entire period, that meant that that average was effectively needed to be recalculated.

And because they had a lower average line miles as a result of that data change, what happened was that that lower value was plugged into the equation and resulted into a lower expected -- a lower predicted cost for the company, and that's the reason for the change in performance versus what had been previously reported.

MS. LEA:  I'm sorry, it’s Jennifer interjecting --


MR. MONDROW:  Sorry, Jennifer.  Just for the benefit of the court reporter, I apologize.  That was David Hovde speaking.

David, if you could speak up a little bit going forward?  Sorry, go ahead.

MS. LEA:  Thank you.  And actually my comment was similar.  Did you say that you had filed the working papers in response to an interrogatory?  I didn't hear that reference, if in fact you gave it.

MR. LOWRY:  No, we did not file -- I don't recall us filing working papers in this proceeding.  When I used the term "working papers", I was referring to what was provided in the context of IRM 4 and updates to the stretch factor.

MS. LEA:  Thank you, that is helpful.  Now does someone from Oshawa wish to address this?  I couldn't tell.  No?

MR. MARTIN:  Do you need anything else?

MS. LEA:  No.  Lisa can continue.

MS. BRICKENDEN:  Leading on from that, since the benchmarking work that has been done over the last few years based upon the old data has been predicting that Oshawa has been more efficient than it really has been, does that mean that ratepayers have been overpaying?

MR. MONDROW:  I'm not sure what relevance that has to the application.

MS. LEA:  Well, we have a data error and we're trying to understand the implications of the correction of that error, both with respect to PEG's work and also with respect to Oshawa's previous efficiency.

Because some of, I think, what you're attempting to show in this application is that Oshawa has always been an efficient utility.

And we just need to understand whether there has been an error that has affected the group that Oshawa was placed in, because the movement within the planned period between groups is of interest to us.

And if it was in a different group, then that means a different stretch factor would have been applied to it.  That's what we're trying to understand here.

MR. MONDROW:  That's fine.  Let's answer those questions.  But the question as to whether ratepayers were overpaying, I don't think is a question --


MS. LEA:  We can certainly draw that inference.

MR. MONDROW:  You can draw whatever inference you want, of course.  But let's break it down as to whether they were in the appropriate group and, if not, what the impact was on whether the appropriate stretch factor was used.  I think those are legitimate questions.

MS. LEA:  Let's begin there.

MR. MARTIN:  Okay.  I understand.  If we were in the wrong group, then we should have had a higher stretch factor and --


MS. LEA:  The rates would have been lower?

MR. MARTIN:  The rates would have been lower.  So we don't know.

Mark or Dave, I don't believe you've rerun the historical information?

MR. LOWRY:  I don't believe we have.

MR. MARTIN:  So we can't answer that.  It is possible.  We've been focussed primarily on the rate application and the impact on it going forward.

I suppose I can look at it.  I can answer that in two ways.  There's a potential that we could have been in group -- in fact, been in group 3 instead of group 2.

So in answer to your question, it's possible that the stretch factor was incorrect for the two years, 2013 and 2014.

It would only affect 2013 and 2014 because the benchmarking program prior to that was, I don't believe -- there was only three groups, and I am pretty sure that it wouldn't have put us into the bottom group, that kind of effect.  We're pretty close to being in the first group all of those years.

In terms of how it would affect the application, if in fact we should have been in group 3, then it sort of proposes then that the efficiencies that we're achieving going forward are in fact even better than what we're currently producing.

So we're actually -- we have actually put in our evidence as kind of a worst case scenario.  We've corrected the data in order to provide accurate forecast information.  But we're still benchmarking ourselves, I guess, historically against the inaccurate data.  If in fact we were to adjust that, it would only make the forecast look even better, I suggest, so --


MS. BRICKENDEN:  Thank you.  One of the reasons why I was asking this question was a lead-in to the small differences between -- that you mentioned, Dave and Mark, in your response to Staff 61, Staff 10-61 -- that there are minor differences between this model and the one that we're currently running in order to assign stretch factors, and that if the previous model were used, small differences would be expected.

And the reason why I am asking about this is, while I do agree with an earlier comment the current benchmarking model is used to predict a distributor's benchmark costs and then assess, based upon what the actual costs are.

So it's benchmarking the utility against itself over time.

But as noted in the Board's report in a couple of places, the Board was clear that distributor performance will be compared year-over-year both to prior performance and to the performance of other distributors.

And benchmarking will become increasingly important as comparison among distributors is one means of analyzing whether a given distributor is as efficient as possible.

And for convenience those are on pages 52 and 53 of the Board's RRFE report.

So although, Mark and Dave, the adjustments might be minor, I think it is helpful to us to understand whether using different models inhibits across distributor comparability in order to get a handle on whether Oshawa is as efficient as it possibly could be.

MR. LOWRY:  Well, I'm not sure what exactly you mean by different models, but it is generally considered to be good statistical practice that when you do benchmarking, you leave out the company from the sample that you use to benchmark the company.  So that's why there are effectively 70-plus benchmarking models actually used by the Board in their work.

And it also implies that even if there was, in theory, an argument for re-estimating the model -- some models because of the small error of Oshawa, it wouldn't have even affected the Oshawa benchmarking, because Oshawa's data was not used for their benchmarking model.

MS. BRICKENDEN:  Well, that's a helpful clarification.  So what you're saying is that regardless of the minor tweaks made in order to accommodate this benchmarking exercise, were across distributor comparisons desired by the Board, they could be fairly made?  You feel confident that the so-called, I will say, plus or minus accuracy measurement vis-à-vis comparability is within a reasonable range?

MR. LOWRY:  I guess I have to ask you to clarify that question.

MR. MONDROW:  Could we maybe just, Lisa, when you say the tweaks, could you clarify what tweaks you're referring to?

MS. BRICKENDEN:  Well, it was laid out in the response and also in the report that there were some minor differences between the benchmarking model and data underpinning it used to benchmark Oshawa's forecasts versus the model that is being used annually to assess the rest of the province.

MR. MONDROW:  Okay.  So, Mark, could you just comment again on what the differences are that you referred to in your report?

MR. LOWRY:  Okay, sure.  We are using exactly the same benchmarking model for Oshawa that the Board uses to benchmark Oshawa.  And there is no one benchmarking model that's applied to all 70 utilities in Ontario.

Each one has their own model that is slightly different from the single model that was back -- the details of which were provided in that November 2013 report.

Each model is slightly different because, as is appropriate statistically, the models all differ in that they remove the company that is subject to the benchmarking exercise.

So when we talk about a slight difference, all we're talking about is the difference in the Board's own model for Oshawa to a model that has the data for all the companies that was printed in the November 2013 report.

MS. BRICKENDEN:  So then the benchmarking model on the forecasted costs, Oshawa's forecasted costs, derives their benchmark performance from their own data and doesn't consider the other 72?  I am trying to understand how the model is being used for forecast, Mark.  I'm sorry to get around it in a circuitous way.

MR. MONDROW:  I just want to make the question is clear for the record.  When you say the benchmarking model uses Oshawa's own data, there is a benchmarking model into which data is fed and an outcome is produced.  So if you could just maybe --


MS. LEA:  It has to do, to a certain extent, with what we discussed a little bit earlier.  What we have here is some attempt to benchmark forecast costs.  We don't have forecast or future costs for other distributors.

What is it that you're benchmarking to when you're talking about a forecast?

MS. BRICKENDEN:  Thank you, Jennifer.

MR. LOWRY:  We're benchmarking the forecast using an econometric model that is estimated using the historical data for the other 72 companies in the sample, which is pretty much all you can do.

I mean, you only have historical data for the other companies.  It's how the X factor is set in Ontario, as well.  It is all based retrospectively on the historical data, because that's all that really you can do.

But it is definitely -- I mean, the benchmarking model is definitely reflecting the cost history of all of the other 72 distributors in the sample.

MS. BRICKENDEN:  So it's benchmarking against historical?  It is not benchmarking against contemporary?

MR. MONDROW:  Just to be clear, when you say it is benchmarking, there is a model that produces an expected cost.  That expected cost is used as a benchmark against something.  Is that right, Mark?

MR. LOWRY:  Yes.

MR. MONDROW:  Okay, the model is benchmarking.  The model is predicting a cost.  The benchmarking is to compare that predicted cost with some other cost, in this case Oshawa's cost forecasts.  So the model isn't benchmarking.  The model is producing a result that is used as a benchmark.

I just want to make sure that the discussion about this is clear, and so, sorry, I will leave it to you to ask your question.

MS. BRICKENDEN:  That's the important clarification.

MR. LOWRY:  If I might just add, that is what the Board does every year with all of the companies in IRM 4, is to use a benchmarking model based on historical data to benchmark their most recent costs.

MS. BRICKENDEN:  Exactly.  It is the actuals that are being benchmarked, not a forecast.

MR. LOWRY:  Well, that's true.  In that case, it's actuals.

And in this case, it's a forecast which is, you know, a perfectly legitimate and constructive exercise.  I can tell you that in the United States, for example, we have many companies with forward test years and, you know, they submit cost forecasts that are based on forward test years.

It would be very constructive if more utilities were required to benchmark those forecasts.  But if you do that, the only thing you can really go with is a model this is based on historical data.

MS. BRICKENDEN:  Unless you have other applicants, you know, applying for the same time frame and you can then benchmark those against each other, similar to what they do in the UK.

MR. LOWRY:  Yes, you could do that, bearing in mind, of course, that forecasts by utilities have a tendency to be on the high side.  I mean, they have an incentive to make them on the high side, in general.

So wouldn't it really be better, in a way, to base it on historical actuals than on their projections of how rapidly they think their cost is going to grow?

MS. BRICKENDEN:  Thank you, Mark.

MR. RUBENSTEIN:  Sorry, just to jump in and clarify, the model uses -- in simplistic terms, it is taking historical actuals, but then to forecast into the future it has a bunch of assumptions for various inflation and other --


MR. LOWRY:  Right.

MR. RUBENSTEIN:  Yes, all right.

MR. LOWRY:  There are various variables in the model.  Then you plug in a forecast for each of those variables and you're off to the races.

MR. MONDROW:  Mark, it is Ian.  My understanding, just so we share an understanding and it is a correct understanding, is that the model is constructed based on the relationships between historical data sets; is that correct?

MR. HOVDE:  Yeah, that's correct, Ian.

The whole point of having a history, we use data from 2002 to 2012 for Ontario distributors in order to establish the relationship between a number of different business conditions and cost.

And the whole point of doing that exercise was to try to find out a number that we're going to call -- we're going to call a set of parameters, which is then going to determine, you know, if your customers go up, how much should your costs go up?  If your deliveries go up, how much do your costs go up?

So, in essence, all of the historical information that we have gathered and used is only to establish that relationship.

Now, when you're looking forward, what we do is that we take updated forecasts for the number of customers and the delivery volumes and all of the rest of the explanatory variables, and we can put those together with the -- with our current understanding of the impact of each one of those variables, and then that will, in turn, generate a cost forecast.

So, in other words, in terms of the history involved and so forth, we're only indirectly using the history to establish that relationship, and then otherwise what we're doing is we're taking, you know, forecasted values for Oshawa.  We're using the information that we had from the model in order to figure out how important each one of those factors are, and then we generate a predicted cost based on that.

MR. MONDROW:  So thank you, David.

MR. HOVDE:  The history has --


MR. LOWRY:  The history isn't maybe as important as maybe the discussion seems to suggest it is.

MR. MONDROW:  Thank you, David.  The reason I jumped in, Mark Rubenstein, is because you referred to inflation, and I don't think inflation has anything to do with this exercise.

The relationships are established by the historical data.  The forecast data is then put into the resulting model, and the model predicts a cost.  And I don't think inflation is applied in any of that.  So if you want to clarify that --


MR. MARTIN:  Can I just jump in for a second?

The purpose of the benchmarking was to really do -- was to really determine whether or not Oshawa -- the primary reason for the benchmarking was to provide evidence that Oshawa will be showing continuous efficiencies, continued efficiencies.

What we're talking about here is when we're reflecting back -- so let's take the Horizon example.  If we simply benchmarked ourselves against Horizon's forecast, if we could model Horizon's forecast, they may in fact have higher productivity improvements than Oshawa.  That wasn't the purpose; the purpose the benchmarking was to show continuous efficiencies by Oshawa.

What we did, in terms of comparing it to historical benchmarking, was -- what we're stating there is that we're already efficient.  So we're starting from a position of being an efficient cost management utility.

Horizon may not have that.  They may not be able to attest to the same thing currently.

So I think, in fairness, we're talking about two different things here, when we're talking about comparing our forecast.

We're benchmarking ourselves and, to one extent, we're saying that going forward we're going to continue to be efficient.  And the only thing we can really compare that to at the time we did the benchmarking was essentially the historical evidence produced by PEG relative to -- and all that really says to us is that we were -- and again, we're efficient now and that's implied by the benchmarking; we're in group 2, and as well other metrics that we used, or other comparators that we used.

The idea behind benchmarking our forecast was really to establish continuous -- I think we're using the forecast benchmarking to -- trying to compare it to, or trying to suggest that you can't compare it to historical data.  I think we're mixing two objectives up.

MR. RUBENSTEIN:  Sorry, my comment was just -- at least the questions from Staff and the answers were simply, you know, you're using the historical data, but that only takes you to a point, right.

To determine the predicted costs of Oshawa using the model, there is a number of assumptions that PEG uses to determine the price forecasts, you know, there's various metrics when it comes to inflation, for labour, for non-labour, and so on.

That was the point I was trying to confirm.  And the answer was yes.  So there is some forward-going aspect to this.

MR. MONDROW:  Is that right, Mark or David?  The answer to Mark's question is yes?

MR. LOWRY:  Yes, for the various variables that go into the model, you need to have forecasts, so they need to be as credible as possible.

And so, for example, for inflation we took, you know, probably the most credible estimates available, which come from the Conference Board of Canada.



MS. LEA:  Thank you.  We're going to have a look at 10-Staff-62 now, please.

MS. BRICKENDEN:  I have a very similar kind of question with respect to the productivity estimates, given the statement that the evidence compares Oshawa's forecasted future productivity to the Ontario historical.

It's just a technical question.  Since they are derived using different cost specifications, how can they be comparable?

As you indicate in your report, the Ontario industry uses the TFP cost specification and there were reasons, as set out in the report, for doing that.

And yet this one is aligned out of necessity, I understand from your response, to the forecast costs that are in the future forecast benchmarking, in order to demonstrate productivity achieved through those numbers.

But then trying to jump in and compare it to saying that it is within the reasonable bounds of the Ontario industry average, but is a different cost specification, that confused me.

How are they comparable?

MR. LOWRY:  Yes.  I would suggest that in the historical exercise, if you use one -- if you use one cost specification versus the other, I believe it would also be quite different for most distributors historically, and the reason why is because of the treatment of smart meters.

One of the -- the smart meters is the biggest part of the difference between the cost specification that would cause the results to be different.

Now, because Oshawa and the bulk of other distributors have already dealt with their smart meter issues -- it's all been rolled out; the costs have been incurred, and it is already history for most distributors -- that looking forward, I believe that there is not as big of a potential for the two different cost specifications to yield different results.

And on that basis, I feel pretty of confident that this is a relatively minor issue and that for the ease of presentation, you know, the benchmarking specification was chosen, and we didn't try to go back and reengineer it in order to come up with the alternate specification using the TFP cost specification in addition to what we already did.

MS. BRICKENDEN:  Okay.  So the differences are de minimis, and don't worry about it.

MR. LOWRY:  That's pretty much it, on a forward-looking basis.  You know, historically, I think there would be a case. Going forward, there is not as much of a case.

Well, another question, Lisa -- and this is Mark speaking -- that you could ask yourself is: well, is there some bias in our comparing this new productivity trend estimate to productivity trend estimates using the other data set.

And I think if anything that the productivity data sets would have a more challenging standard, tend to have higher productivity growth because of this matter of the exclusion of the smart meters, it will.

So if anything, in making this comparison to the Board's calculation, the Board Staff's calculations of historical trends, it's harder to beat that trend --


MS. BRICKENDEN:  Hmm-hmm.

MR. LOWRY:  -- as we use the productivity data --sorry, because the productivity data was used to calculate those trends.

MS. BRICKENDEN:  Thank you.  On the four bullets you provide, I believe that the comparison is useful for a number of reasons.

I will just jump to -- what do you mean by the third bullet?
"There is no reason to believe that the difference between the Board's TFP and benchmarking data sets makes productivity trend that PEG compared to the Board irrelevant."

Is that what you said?  I stumbled over the words, I’m sorry.

MR. LOWRY:  If you go in page 4 of our report, we talk about the differences in the two data sets.  So with the benchmarking data, it includes contributions in aid of construction.

To me that is a wash.  It wouldn't make much difference between the trends using the two samples on average for everybody.


Fees paid by distributors to Hydro One for low voltage distributor services were included in this sample.  I would have thought that was something of a wash.

And then there was this cost of operating high voltage substations that are excluded from the benchmarking sample.  Again, I don't see any reason why that would make for incomparability.

The one thing that does make for non-comparability is the smart meters.  But if anything, that makes the use of the Board's own productivity calculations a more challenging productivity trend standard, and not a less challenging standard.

MS. BRICKENDEN:  Thank you.  Finally, with respect to the Oshawa's historic long-run productivity trend in comparison to that which is forecasted based upon this application, while I accept that the regular run of the mill ratepayer may not consistently or -- share the same understanding as maybe those of us in this room with respect to what we mean by a productivity trend, I note that it didn't look real great historically based upon the information that you provided.

And according to the information you provided from 2002 to 2012, the growth has been minus 1.69, and the industry, as you provided over that same time frame, has been about minus 0.33, which shows almost, like, five times worse for Oshawa than the industry.

MR. MONDROW:  Can you give us the reference, Lisa?

MS. BRICKENDEN:  I'm sorry.  This is in response to 10-Staff-62, and it is in response (d).

And then as a consequence of this, how can you say, then, that Oshawa's growth is commensurate with this?

MR. HOVDE:  I will take that one.  This is Dave.

If you look at the table provided in response to part (b) of the same interrogatory, you will see that we provided productivity trends for Oshawa using both the productivity specification and the benchmarking specification, and --


MS. LEA:  I'm sorry, you're fading.  Please repeat.

MR. HOVDE:  I'm sorry.  You will see that if you look at the table provided in the response, to part (b) of this response, there's going to productivity using the TFP costs for Oshawa, and that number comes in at negative 0.42, which is very comparable to the industry-wide number of, I think it was 0.3, something, that Lisa quoted before, for the industry using the same methodology.

So we believe it is in line when the comparable cost specification is used.  We present the negative 1.69 because it is consistent with the benchmarking data that we've used going forward in some of the other work.

MS. BRICKENDEN:  Oh, I see, Dave.  So you are politely telling me I'm comparing apples and oranges?

MR. HOVDE:  That's correct.

[Laughter]

MS. BRICKENDEN:  All right.  So that was the confusion.  Thank you for clarifying that.

Right, down to --


MS. LEA:  10-Staff-64, please.

MS. BRICKENDEN:  Thank you.  I've got a little snippet here that I pulled.  It can be seen that the alternative values Oshawa forecasted still reaches the category 2 stage, but in 2008 instead of 2017 -- 2018, instead of 2017.  The resulting TFP trend is negative 0.19 percent as opposed to 0.87 percent.

And you conclude by saying:
"Please note these results are only relevant if one assumes that Oshawa would have no reduction in costs as a result of slower growth in output."

A basic question:  Are customer growth and kilowatt-hour growth cost drivers in the benchmarking model, or customer numbers or kilowatt-hour?  Are they cost drivers in the -- in your model?

MR. LOWRY:  That is correct.

MS. BRICKENDEN:  So if that's the case, why wouldn't it be expected that costs would change with the changes to these parameters, and how relevant -- how then is the results of this relevant by keeping the costs constant?

MR. MARTIN:  Can I take this, Mark?

MR. LOWRY:  Yes.

MR. MARTIN:  What we took the interrogatory to be was to basically show a worst-case scenario in the event that the -- in the event that the customer growth doesn't materialize or basically is in line with historical growth, given all of the other input being the same, what would we -- what would the benchmarking look like?

So we didn't impose changes to everything, because then I don't think we would have gotten the answer that we were looking for or that we thought the Board was looking for.

MR. MONDROW:  So, Lisa, I heard your question to suggest that PEG had assumed that costs wouldn't change.  I don't read the answer to be that they assumed that costs wouldn't change.

What the answer says is these alternate results are only relevant if one assumes that costs wouldn't change.

Mark, did you make any assumption about whether costs would or wouldn't change?

MR. LOWRY:  Well, no, because there was no -- we were not provided with any alternative cost estimates to go -- and in any event, this is the -- I mean, this is the company's proposal for revenue -- you know, the company's proposal for revenue growth is based on a specific cost growth proposal.

So we thought -- we kind of took the spirit of the question to be, you know:  What kind of value would there be in the company's cost, you know, revenue growth proposal if customer growth didn't pan out?

So that it would be best not to change and get into a difficult hypothetical involving many hours of the company's time to come up with an alternative cost estimate.

MR. MONDROW:  Does that clarify?

MS. BRICKENDEN:  Thank you.

MR. LOWRY:  I think what this shows is even if the customer growth ends up being different, you know, there's still decent value and reasonableness to the company's proposal.

MR. MONDROW:  And, Mark, actually while we're on this response, there is I believe a correction, David, that you need to make to this table that we have been talking about?

MR. HOVDE:  That is correct.  When reviewing this response in preparation for this call, we had noted that there's one value that was transcribed incorrectly on the table.

That value was in the last column labelled "Capital productivity using alternative values".  The 2019 value should read negative 1.60 instead of 0.60, and that's the only correction.

MR. MONDROW:  So we discovered this late yesterday and thought we would just make that correction on the record here.

MS. LEA:  Thank you for doing that.  Mark Rubenstein, did you have questions for Mark and David on the phone?

MR. RUBENSTEIN:  I just had one quick question.  This is in response to 10-SEC-39(a).  I had asked for the price forecast from the Conference Board of Canada, and you provided an attachment, which is those forecasts that you're using calibrated to 2007.  Am I correct that is what you did?

MR. HOVDE:  Yes, we provided a data file that we received from the Conference Board.

MR. RUBENSTEIN:  What is the date of that forecast?  When was their forecast that the Conference Board was using?  What is the date of their projection?

MR. HOVDE:  I believe we provided that in a response to a different data request, which I will try to locate now.

MR. LOWRY:  It is Energy Probe 10-67, and Mark, two -- this is Mark Lowry speaking -- two of the forecasts, the ones for engineering structures and the implicit price deflator for GDP, were from September of 2014, while the one about average weekly wages in Ontario was from July of 2014.

MR. RUBENSTEIN:  And considering we're now far from that time period relative, I guess, I am assuming they have more updated numbers or they provide these updated numbers on a quarterly basis, the Conference Board?  I am not sure if you know that.

MR. LOWRY:  I believe that there are more updated values available.  We are not a subscriber.  I think we just paid for it when we needed it.

We don't believe that there is going to be a significant difference between any updated forecasts and the ones we obtained, you know, six months ago or so.

So I guess we just believe it is not material.

MR. RUBENSTEIN:  So it is your position that any change would be most likely non-material -- immaterial?

MR. LOWRY:  Yes.  I believe it would be immaterial, and if somebody wants to give us evidence to the contrary we can --


MR. RUBENSTEIN:  Can I just ask, immaterial to what conclusion?  I am interested in the results that you have provided essentially on table 4, page 17 of the report.  This is just the cost performance, you know, the --


MR. LOWRY:  We think, we believe that if we went to the bother and cost, and bearing in mind this is a small company, of updating it to get the latest price forecast, that the company's cost projection would still provide good value for customers.

MR. RUBENSTEIN:  But my question is:  Would the cost performance -- would your expectation that any change in updated forecasts, would they have a material or immaterial change in the cost performance category?

MR. LOWRY:  Immaterial.

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

MR. GARNER:  Sorry, Mark Garner of VECC.  Can I just pursue that?  When you say "immaterial", can you give us a sense of the sensitivity to the forecasts that you're talking about?

I can't remember the inflation figure, but let's say it was one and a half percent.  If it was then going to be 50 bases points or 0.5 percent, can you give us a sense of the sensitivity to those numbers when you say immaterial?  Or would it matter at all?

MR. LOWRY:  Well, the -- I would say that the – I might have to take that as an undertaking.

MR. HOVDE:  I think it would be roughly on the order of a half percent, if there was half a percent lower inflation.

MR. LOWRY:  Yes.  I guess that's correct.  If all input prices changed by a half a percent, you would find a half a percent change in the predicted cost.

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

MS. BRICKENDEN:  I have a final question, if I could possibly ask it?  And it ties in a little bit with some of the discussion I heard this morning on potential performance contract.

Were the Board to approve the application as is, the cost forecasts and the performance commitments as is, a question for Oshawa.  What are your thoughts on perhaps adopting PEG's productivity trend as targets for monitoring over the term of your plan, and perhaps using that kind of like as the base line, and then rerunning annually based upon your achieved performance to see how you are performing vis-a-vis the productivity that was estimated based upon the Board's approved revenue for you.

[Witness panel confers]

MR. MONDROW:  Lisa, when you say PEG's productivity trend -- do you understand the question?  Maybe you do.

MR. MARTIN:  Well, I think I do.  But I am struggling with how would we – maybe, Mark, you could help me.

Would we leave all of the current -- take inflation.   So inflation is going to be different than what is forecast.

So if we replaced the forecast inflation with a new inflation rate, it's going to change the benchmark.  So how do we -- I mean, how do we address those types of things, in the context of agreeing to a target which we know is going to move, given outside economical changes?

MR. LOWRY:  Well, Lisa, do I understand you to be saying that you would just like the company to report its ongoing productivity?

MS. BRICKENDEN:  Yes.

MR. LOWRY:  Just as, you know, like in any PBR plan, you might have sort of a midterm review, but this would just be to give you one gauge to assess how the plan went?

MS. BRICKENDEN:  Correct.  I haven't got the numbers in front of me, Mark.  I'm sorry, I didn't bring your forecast or the PEG forecast for achieved, potentially -- the potential for productivity over the five-year term.

I think that in year one, it is negative-1-point-something, then years two, three, four and five, it improves.

If that is – again, it would depend upon the Board's approved plan.  If that establishes a productivity trajectory for Oshawa to measure itself against, would it be possible to derive, annually, achieved productivity to then say we're within range?

MR. MONDROW:  Sorry.  I want to make sure I understand the question.

So the premise of the question is: Rates are accepted, and therefore costs are accepted as filed.

PEG has produced, using its econometric model, a forecast of what costs would be given the inputs in each of the year that have been forecast.

The Board would approve, under the premise of the question, the costs applied for.  Obviously the actuals would be -- the actual costs would be reported.

Is the question then: would Oshawa then take the actual reported costs against the costs forecast by PEG's model as filed here, and derive a productivity factor for each year?  Is that the question?

MS. BRICKENDEN:  It would be calculating achieved productivity based upon the actuals.

MR. MONDROW:  When you say achieved, they're only going to recover the costs that are approved.  So by definition, that will be achieved.

MS. BRICKENDEN:  Not necessarily.  You can come in --


MR. LOWRY:  You are actually promising the customer a fairly brisk rate of productivity growth.  They're going to get that.  And then, Lisa is interested to know, well, how was the actual.  And by the way, it could be slower.  But that's tough luck for Oshawa because they promised, for example, a very high rate of O&M productivity growth.

So, but she's just -- I think just interested to know how it all actually comes out.

MS. BRICKENDEN:  I am focussing on the total factor productivity, Ian, not the econometric benchmarking.  And it may not be the perfect metric; I defer to the experts on this.

But in prior consultations -- not to get us into a hornets’ nest here, but it was suggested and we did discuss, I think -- and Dave and Mark will recall -- that individual utility total factor productivity as another means of tracking the trend, the improvements rather than a static benchmarking.

Since we have the information that you have been able to do it, it might be useful.

MR. HOVDE:  Lisa, I agree that would be useful. But the one thing that is already going to be done is that -- you know, the company is also implicitly promising values on table 4 for cost performance levels.  And because those are going to be updated every single the year in conjunction with setting stretch factors, you are going to know whether or not the company has actually delivered the cost performance that it promised on table 4.

I don't know if that is a good substitute for what you are proposing, but the -- but certainly the data would be there to calculate productivity, if people were interested.

MS. BRICKENDEN:  I thought perhaps productivity was a more comprehensive measure than just the cost performance, that's all.

MR. MONDROW:  It is cost and outputs.

MR. HOVDE:  Actually, I think it is the other way around, Lisa.  I think the cost performance is more comprehensive than productivity.

MS. BRICKENDEN:  Oh, okay.  I am corrected by the expert yet again.

MS. LEA:  Thank you very much.  That completes Board Staff's questions for Mark and Dave on the telephone.

Does anyone else have any questions?  Hearing none, I with like to thank you both very much again for dialling-in.

Ian, anything further from these gentlemen?

MR. MONDROW:  No, thanks.

MS. LEA:  Thank you very much.

MR. LOWRY:  Thank you.

MR. HOVDE:  Thanks.

MS. LEA:  Now, Mark Garner, you were in the middle of an interesting discussion when I rudely interrupted you at about five to eleven.  Do you wish to continue that discussion?

MR. GARNER:  It seems so much more less interesting now to me.

[Laughter]
Continued Questions by Mr. Garner:


MR. GARNER:  But, maybe I will.  It's quite a change of pace from what we all just went through.

But I am trying to think if I can reconstruct where we were anyway as a conversation.

I think what you -- what had been said back to me was that we're in a discussion about the applicability of metric outcomes like outage factors for defective equipment and tree-trimming.

And you were giving an example about the difficulty and potential perverse consequences, so to speak, of following such metrics and/or unwanted consequences of such metrics.

You were using tree trimming as your example, and maybe I will just finish my thought off with the tree-trimming example you were using, what we were trying to project, and why it would be useful.

If, for example, you had a metric on tree-trimming outages, if you had used one, and as you said if that metric was failing or you were failing to achieve it, you were suggesting, well, then you could just throw more money at it, and that might not be the right thing to do.

But what I am going to suggest to you is wouldn't your first response be: why are we not achieving lower outages on tree contacts, given the kind of money we're spending on this?

So wouldn't you, and don't you, use such metrics yourself in order to ascertain how some projects are working?

I'm not saying the metric completely answers that question, but doesn't it give you an indication of whether things are working well or not?

MR. LABRICCIOSA:  Yes, it does, Mr. Garner.  I wasn't meaning to suggest we don't manage it that way.  We do.

It just seems difficult for me to hang an entire application on a metric like that when you're not -- when you're not necessarily focussing the application directly.

I use the tree trimming example, because I believe in Hydro One's case they had issues and are directing significant increases of their -- in their tree trimming allocation, and their application reflected that, that they specifically itemized that metric to say higher inputs should translate to better outputs in that respect.

In our particular case, I can't put my finger on any one particular item that I can say, yes, we need more because of this one single factor when it comes to the renewal piece.

There are some programs, like animal contacts and porcelain switches that we're replacing that we itemized in the application, that, yes, we can direct -- we would measure.  We actually would measure outputs on that investment to say we should not -- when we eradicate the number of porcelain switches and the number of animal guards and animal insulated drop leads, we would expect and we would measure a drop in those specific cause codes for outages.

But this application is somewhat void of those -- that directional element of those programs, so it becomes difficult to say the whole application should hinge on one or two narrowly focussed metrics.  That is where I wanted to go with it.

MR. GARNER:  Okay, thank you.  And let me say I would certainly agree with you on the premise that no metric is complete and perfect.  No measurement usually is, and most people resist them because of their imperfection, but nonetheless people measure things as a way to do outcomes.

So I am not suggesting a singular number or a singular thing.  What I am asking you about is, given that you are doing these measurements yourself, some of these more specific measurements, maybe the way to ask the question, and then I will leave it, is that you develop a distribution system plan.

Along the way with that plan, you will measure some outcomes to understand whether the plan is achieving some objectives that you've put in.

I would like to go back to an earlier response you made where you suggested -- or you didn't suggest it, but it was suggested that, well, what would happen is customers -- you know, it would be okay.  We would just have to spend more money anyway if something doesn't work.

I'm suggesting to you is, no, the alternative is to say your plan was deficient.  Your management didn't make a sufficient plan, and, therefore, there may be some consequence to that, because the plan didn't achieve its end.

So you decided poles were your biggest problem, but it turns out poles have nothing to do with your bigger problem; it is something else.  Someone might say there was a reckoning to the company for that, not to the ratepayer, to now pay for poles in addition to what you did before, because you did something; you didn't quite do it right.

So that is sort of the premise of those ideas, but it seems to me you yourself must use those kind of concepts to measure internally whether your plan is successful or not.

MR. LABRICCIOSA:  Yes.  I mean, essentially what we would track when it comes to the outputs for capital investment for renewal is the number of outages, the impact of outages on customers in terms of the number of customers affected.

So when I -- when I look at -- if I stand back far enough, when I look at even other utilities when we start to compare around how much are we investing versus others, the end result is sort of to do that macro review of:  Well, X number of dollars produces Y results when it comes to overall reliability.

However, as we talked about earlier, as well, I mean there could be some unique one-time issues like weather patterns that you strip out, or supply.  We talk about loss of supply as being one of the issues that may or may not be controllable, and there is arguments going both ways.

But, yes, the ultimate, ultimate measure is number of events versus dollars invested versus where the state of your system is at.  And that one last piece is the biggest variable.  If you're coming in to a utility that's been harvested and now having to play catch-up and those kinds of things, that's a problem.

That's different than a utility that has been continually investing and what the state of the condition of the assets are.  So, you know, it's a very longwinded answer to say, yes, overall you can look at how much you are investing and what type of problems, and if are investing more and putting them in the right areas, you should have fewer problems.

That kind of trend is informing in terms of how well you are placing your investments.

MR. GARNER:  At any time during the year or at a particular time, does Oshawa sit down in a room with everybody and say:   Here was this year's plan.  And then say, Did we achieve what we wanted in the plan?  Is that exercise part of the utility's --


MR. MARTIN:  Yes, let me -- I mean, Ivano is new, so I don't want to scare him but, yes, we do.

But I want to go back to the metric just for a second, the concept of tracking the reasons for outages, et cetera.  What Oshawa basically uses that data for, those are the -- so we have an investment plan, a renewal investment plan, that revolves primarily around an asset condition assessment.

We identify assets that are either -- close to failure and replace them on that basis, on the premise that if the assets are renewed properly and we don't let them fail, then your overall reliability will benefit from that.

In terms of the reasons for outages, et cetera, we tend to use those as indicators of why, other than asset failure, for example, these would be indicators of other things that are happening.

It would be difficult for us, for example, to forecast a growth in the population of squirrels in the city and establish a plan or a target on the basis of that.  But if there is, and we start having more incidences of animal contact, we respond to that.  So it is a bit difficult for us to use some of those things in that way.

In terms of sitting in a room, we have monthly management meetings where we review our capital spend and our -- and also relative to forecast, relative to how things are changing in the -- particularly in the non-controllable areas.  We also have a capital committee that is made up of board members who meet quarterly to review progress for the company.

Also, they recommend to the board approval of capital plans, and they -- so as I say, we -- they review how we're doing relative to plans quarterly, and certainly there's -- each year when the new plan or new five-year forecast is laid out, we reflect on the year.

So we're fairly rigorous, and we use fairly senior people to review that.

MR. GARNER:  What I am most interested in, other than a squirrel plan, which if you have one I will buy it from you, what I am really interested this is is the company -- maybe I am thinking more at the engineer level.  Are they annually evaluating the plan?  So let's say we have -- use tree trimming, because we have used it, but you could use a number of them -- where someone sits down and looks at those statistics and says something is going well or something is not going well.  We should be doing something about this.

And they're actually use an outcome measure themselves to say how is that program running, whether it is insulators, whether it's -- you know, that type of -- so there is an outcome measure someone is actually using as a guide to correcting the plan.

MR. MARTIN:  There is.  So as I say, and as we reported in the DSP, we did report on improvements we made relative to problems we faced.  Again, I don't want to keep bringing squirrels up, but animal contact was an issue.  The porcelain equipment failure, that was a specific item.

But, again, those weren't in response to establishing targets.  Those were things that were identified.  There were plans put in place that -- and once those incidences or incidents were occurring, the plan was in place.  They were then tracked thereafter to determine whether or not what we were doing was in fact taking care of the situation.

MR. GARNER:  Right.

MR. MARTIN:  So there is an element of our capital spend, I would say, that is -- again, we aren't sophisticated enough to dissect our capital plan down to that level of detail, but included in our capital plan is our dollars that -- at least so far, our dollars that will to a certain extent allow us to take care of those problems as they arise within -- to a reasonable level.

And if those problems become kind of outside of a normal type of problem then, you know, dollars will have to be spent, or a plan will have to be put in place that is in fact at that point outside of what ratepayers are paying for.

MR. GARNER:  So maybe my final question, really this time on this, is -- maybe I will not use the word "target" or a metric, because I think that is part of where we're passing each other a bit, because I am not really establishing a target or metric.

Right now, I am concerned about outcome measures.  And what I think I have heard from you is there are outcome measures that are reviewed periodically by the utility, in order to monitor and/or adjust the capital plan to do so.

Could you give us those outcome measures and metrics that you use regularly to review the plan, see how the plan is going?

MR. MARTIN:  We can.  But they are -- again, what we look at first are again the SAIFI and SAIDI and those types of -- so as a management team and as a Board, for example that's the level of metric or the level of targets we look at.

When those things go off-side, or if we start to have issues in those areas, then really it is -- that then goes over to the engineering group to explain what's happening.

And at that point, the investigation process that takes place would identify what is going on, and then those plans would be put in place.

So the only time we would be looking at metrics --for example, outage causes, et cetera -- would be by exception.

If we're not having a problem with outages related to tree-trimming, we're not going to be looking at those things on a regular basis.  It's only in the event that that starts to appear on our tracking, and then we would start to look at those things, put the plan in place, and then make sure that --


MR. GARNER:  Sorry, you just confused me with that answer a little bit, because I will -- I thought you said to me that you really only look at the broad SAIDI/SAIFI ones.  And then you just said just now that if the outages to that specific item were going up, you would look at that.

Maybe what I am getting confused at that there’s a set of metrics and outcomes -- or outcomes, I will just call them, or measures that are used by the engineering staff.  And then there is a set of measures that are being used by the management staff that are broader.  I don't know.

But are there not a set of measurements used regularly by the engineering staff in order to monitor the system and respond to issues?  So if they saw, for instance, defective equipment outages continually moving up, they would start looking into that area of the company or --


[Witness panel confers]

MR. LABRICCIOSA:  Yes, Mr. Garner.  I think when we collect the data, we analyze a lot of the aspects of outages; the cause, the root cause, the equipment, the equipment type, those kind of conditions.

And I think the statement you made earlier around the term "target" -- it is a bit concerning to talk about targets, because it presupposes that you can accurately forecast into the future and hit that.

It is not that we don't review the types of data, or the types of things that you are describing.  Essentially, the way Mr. Martin described it is we sort of look for outliers.  When it falls out of the norm, it tends to trigger a response or activity where we dive deeper to see what the -- what actions could we develop that will take care of that item that pushed it off the edge.

So it is more in response to an outlier effect, or something that is beyond the trend that it's been trending on as opposed to, we hit a target and if it exceeds that.

I guess internally we set a trend target, and if it falls off of that, then we have to do something about it.  And that's the trigger that says we need to look deeper into that.

MR. GARNER:  Okay, thank you.  Thanks for all of that.
Questions by Ms. Greey:


MS. GREEY:  Can I just do a little on that?  Because this was one of my question areas.

We have just been having a discussion about reactive. But proactively, do you have a five-year or a three-year business plan process?

And that was actually asked, so I shouldn't say that because I already asked that question.

When we asked for the most recent business plan and what was sent to the board of directors, it was actually a specific document for this application.

But do you have -- like do you have a business plan?  And why I am asking that is do you not have to prioritize your capital work program?  So every department -- so you've got your tree-trimming guys going in, and they're doing an assessment of I need X million dollars, whatever, to really do a good program, or I can do an average program  or –-

Do you not have a process such as that, where you use your asset assessment, you use everything, but you can't do everything for everybody.

So I guess the word "target" might be scary, but I think it actually should be a positive thing, because you're going to meet your targets because you have a good business plan and you’re running your business very well,
rather than thinking you're going to fail.

So I guess the first question is: do you have a business plan?

MR. LABRICCIOSA:  I think I will try to answer that.

MS. GREEY:  Thanks.

MR. LABRICCIOSA:  From a business plan perspective, what informs the distribution plan -- to your point -- is we have an asset condition assessment where we, you know, develop or derive health indices which sets a direction out as to the types of things we need to go after, in terms of replacement, renewal or activities.

And you're correct.  Once we survey the troops and say what else do we have to do as well as the continuing programs, there's a big bucket of activities.

And ideally, we would like to fund it all and do it all, but that would be a zero-risk approach.  But, you know, you can't get everything so you set priorities and then you draw the line on the risk side of that equation, which is aimed at keeping reliability in place and in check.

So I mean, that is essentially what -- that's the process and that's essentially what informs the application that we have in front of you.

But there's a bunch of stuff below that radar that is not in the plan and that you have to keep an eye on, and it doesn't go away.  In other words, you have to keep your eye on it to see if it bubbles up and, you know, you have to reinvest in it.

So those are the kinds of things that are always lurking in the background.  So when you set a target, it's the things that are not funded that you somewhat know about, plus the unknowns that could bubble-up and push you off that target or game plan.

And that, to us, looks like risk when you start saying set targets and hold your feet to the target.  There are probably more unknowns than there are knowns in that equation.  It is difficult to say, yes, we're just going to focus on this one entity.

MS. GREEY:  Fully, and that is why I think there has to be like maybe ten or twelve outcomes.  Also I don't think the OEB means that if you have set saying, "in our business plan, this is the outcome that we have told our board of directors we're going to meet."

That's what I thought you could use.  You've already told your board of directors we're going to spend this amount of money and this is what you're going to get for it as a utility and this is –

So that's what I was thinking, and it is fairly macro.

If you don't do that -- first of all, you have to answer to your board of directors of why you didn't do it before the OEB and then, if there's a good reason, I don't think when you come back annually reporting it that you’re -- if there's a good reason, it's going to be fine.  I mean, no one is here to punish.

I think it was more a target.  It should be positive, because you'll be able to come back and tell them that you met it because you are running your business really well.

It is just that I thought in this new process, different than cost of service we were looking at it -- as Ms. Lea, said we were looking for that actually concrete analysis at the end of the day.  And I think that is what Mark was getting at.

MR. MARTIN:  I think -- you're right.  But I am not aware of many boards that would like at 10 KPIs.

I think really if you're looking at a board level, you're talking more about the five or six things that really are driving the performance of a company.

The Board is not going to look at our tree-trimming.

MS. GREEY:  I'm sorry, they're going to look at the capital program, and they're going to look at, you know, you asked for five million dollars or whatever at the end of the day, when the customers are calling in and saying -- I am talking at a broad level.

MR. MARTIN:  Yes.

MS. GREEY:  You guys don't have to are to be narrow.  Again, they can be broader.

MR. MARTIN:  But again I think those are the things that we are in fact reporting against and the reliability, particularly at a Board level, is measured essentially by your SAIDI and SAIFI.

These are the types of things that, on an aggregate basis, take into account all of these other components.

We also look at -- you know, we also look at, you know, customer call levels and those types of things.

These are indicators, if they go off-trend, that something's going wrong with the company.  And then the plans tend to revolve around, or at least the prioritization of the plans tend to revolve around when these things get off-side.

I think that's the difficulty here.  I think we're looking for a level of KPIs or indicators here that become more at an operating level of the utility.

They're not really -- these are not things that individually are going to necessarily make the company successful or not successful.  What they are at an operating level, they're relevant in order to make sure that the key indicators don't go off side.

And, as I say, that's why I do believe that, you know, in terms of measuring the success of the company, you know, I don't really agree that we need ten or 12 or any -- I don't think there is a magical number of KPIs.  I think it is the key things that indicate to -- and I think using the board is actually a good example, because that's probably the level of detail even most customers are going to be at.

Well, most customers are going to be more concerned about their individual experience, but, again, reporting back to the board or reporting back to customers, it tends to be more at that higher level.

MS. GREEY:  That's the level I meant.  I don't think I used the word KPI.  I wasn't looking at that.  I was looking at you have a business plan and you have prioritized, and you are going to say, I'm going to change eight transformers for this and this is what it is going to give me.

That is why I was trying to get at that.  Why don't we take it to a board level, and what do you have to report back; and, if it is not to your management, you know, to your management team, what do you have to report back to on?  Did you meet your plan?

That is what I was saying.  Do you have a business plan process, and do you have a five- or three-year business plan where we would see that?

I think I was trying to get to that higher level.

MR. MARTIN:  So on that, the document we provided, it is the document that revolves around this application, but, coincidentally, that's the next five-year plan.

MS. GREEY:  Okay, that was my question.

MR. MARTIN:  And if you look at the detail in there, you know, there is a fair amount of information that goes in -- that goes into the plan.

That is the -- that is indicative of the process we go through with the board, and there's actually some -- there's some committee-level activities that take place even ahead of that.  So the capital plan, for example, that you see in that package actually is the result of the capital committee reviewing it, as well.

So, in fact, you won't see necessarily in the board package reference to SAIDI or SAIFI and reliability, et cetera.  The capital committee level, we would talk about those types of things.

So that's the process that we do in fact follow.

MS. GREEY:  I think what Mark has asked for, the internal scorecard, et cetera, I think that will all be helpful.

MR. MARTIN:  I know where we're headed, and we don't want to appear that we're resisting.  I am just struggling with what it is that -- and what we can do is -- I mean, it may be a good idea.  I mean, we'll look at -- we'll see if there is anything that we're reporting to the board that is kind of a metric-type of -- you know, that we could kind of bring that to the table.

I don't think we're missing anything, but there could be, I mean --


MS. GREEY:  Good, thank you.

MS. LEA:  So, Ian, is that a form of undertaking, to report back, then?

MR. MONDROW:  I think it is encompassed in the undertaking we gave earlier.

MS. LEA:  I'm sorry, your microphone doesn't appear to be on.

MR. MONDROW:  Oh, sorry, you're right.  Sorry, I'm usually pretty good about that.

I think it is encompassed in the undertaking we gave earlier, which is Technical Conference 1.1, to provide incentive targets currently used by the company internally and to respond to -- if there's further response to 1-SEC-4 regarding corporate scorecard for 2014 and 2015, to produce that.

And I added:  And to provide any thoughts on other metrics or targets.

MS. LEA:  With that third addition, I think we have reached where we need to be.  I didn't recognize that that had been added to that undertaking.  Thank you.
Any other questions at this time on I guess the form of the application, the outcomes, targets, measures whatever you want to call them?

I can tell you that the next topic that Staff will want to deal with is annual adjustments and the proposed incentives, but I'm thinking maybe we should take lunch now.  Is there anything that needs to be asked at this time on the discussion that has been going on?

MR. RUBENSTEIN:  No.


MS. LEA:  Yes.  Okay.

MS. GREEY:  I have some more questions on Exhibit 1.

MS. LEA:  Oh, yes.  Yes, I have questions about annual adjustments and incentives and other things and I don't mind who goes first and next and so on.  But is everybody content we take the lunch break now?  Okay, thank you.  We can agree on that at least.

And Ian, how much time do you need?  Is an hour sufficient for you?

MR. MONDROW:  Is an hour sufficient for you guys for lunch?  Less?  Or 45 minutes?

MS. LEA:  Forty-five minutes?  What about the court reporter, who is doing more work than everybody else?  Forty-five minutes.  Then we will return at 1:15.  I have I have a draft issues list to give to people and there are a couple of things I need to discuss off the record with counsel, so 1:15, please, thank you so much.
--- Luncheon recess taken at 12:30 p.m.
--- On resuming at 1:15 p.m.


MS. LEA: Thank you.  So Mark, Mr. Garner, were you in the middle of something?  Where are we at there?  I keep interrupting you, so I figured you were.


MR. GARNER:  No, I'm not in the middle of -- hopefully I'm not in the middle of anything right now.


MS. LEA:  Okay, thank you.  So I understand that Randy and Ruth both have time constraints today.  I would invite Randy to ask his questions with respect to Exhibits 1 and 10.


MR. AIKEN:  All right, I will do so.  I don't have many.

Questions by Mr. Aiken:

MR. AIKEN:  I will start with Exhibit 10, because I only have one question there, and it is in reference to the response to 10-Schools-46(g).


In that response, you have a table that we saw at your presentation earlier this year, and my question on it is: Is the column labelled the OPUCN ROE -- I assume that is the actual ROE each year?


MR. MARTIN:  No.  This table, when we did the presentation, this was just purely an example.


MR. AIKEN:  No, I know it is an example.  It's an example, and the second-last column is your example of the actual ROE?


MR. MARTIN:  Yes.


MR. AIKEN:  Now, would that be based on actual or normalized rate base?


MR. MARTIN:  No, that would be -- it would be the deemed ROE.  So it would be the normalized -- it would be the - if I am answering this right, it would be the equivalent of the 9.3 percent.


MR. AIKEN:  Yes.  But I think somewhere in your evidence or in the IR responses, you have indicated that it would be based on -- the return on equity would be based on normalized weather.


MR. MARTIN:  Oh.


MR. AIKEN:  To remove the weather impact from this account.


MR. MARTIN:  So at the presentation, we did talk about that.


So, yes, we would -- this mechanism, to a certain extent, is a work in process.  So, yes, you're right.


We would -- I think we did agree at the presentation we would do it on a normalized basis to eliminate any benefit that would occur from weather, yes.


MR. AIKEN:  So my follow up question is: when you normalize for weather, that has an impact on your revenues.  Your volumes would change because of the weather, so your revenues would change.


But there would also be an impact on your cost of power, because again the volumes have changed.  So if your cost of power changes, that means your rate base changes.  And if your rate base changes, that means your return on capital and your PILs change, on a normalized basis versus actual.


Were you considering -- when you talked about a normalized return on equity, was that just adjusting for revenue, or was that adjusting for revenue and the impacts, the other impacts that flow from the changes in the volumes?  Or is that still a work-in-progress?


MR. MARTIN:  Why I'm hesitating – we need to do what would make sense.  And in listening to you, what would make sense would be to normalize everything at that point in order to come up with the calculation.


MR. AIKEN:  Okay, all right.


MR. MARTIN:  But I can't say that is what we were contemplating, to be honest.


MR. AIKEN:  Yes, okay.  Back on Exhibit 1, I have a couple of questions.


The first one -- I am going to be a little bit circular.  It starts with the response to 1-Energy Probe-1, where you refer me to 1-CCC-12 for the response.


But the question was to please provide a comprehensive list of the items for which Oshawa is at risk.  And then in the response to Consumers Council 12, you talk about the annual rate adjustment and what would change there.


So based on that response, am I correct that Oshawa would not be at risk for customer growth -- and when I'm saying not at risk, I mean other than in the current year.  But for the next four years, you're going to come in and change your forecast?


So you would not be at risk for customer growth being customers' demand and consumption, the cost of power impact on rate base, the cost of capital, the Hydro One transmission contributions, the regional cost planning requirements or plant relocation costs.


My understanding is those are the things that will either change every year when you come back in, or there would be variance accounts around them.


MR. MONDROW:  Can you go through the list again?


MR. AIKEN:  Yes.  It is the forecast growth, being customers' demand and consumption, the cost of power impact on rate base, the cost of capital, the Hydro One transmission contributions, the regional cost planning requirements, and plant relocation costs.


MR. MARTIN:  That's correct.  Now, further on in the response, in the second-last paragraph, we do indicate that -- again at a high level or a general level, the things that we are not asking for rate mechanisms or adjustment mechanisms on, which basically infer that we are taking risk for the controllable capital expenditures, which represents more than 75 percent of the total expenditures.


All of the components of working capital allowance, other than the cost of power which is escalated -- I mean, the reason why we have carved out the cost of power is really, quite frankly, to avoid factoring-in what the historical trend would otherwise be in the cost of power, which is pretty high.


And we don't -- we do not have adjustment mechanisms surrounding OM&A expense either.


So there are a number of things that we are accepting risk on, in addition to, as you mentioned earlier, we are accepting risk on the adjustment mechanisms relating to customer growth, load forecast, et cetera, in any given year.


MR. AIKEN:  Yes.


MR. MARTIN:  So each year we are going to recast the remaining years of the application, or the test year.  But each year we would have to accept the risk for that particular load forecast.


MR. AIKEN:  So the things that you are at risk for over the entire five-year period would be the controllable capital expenditures, the working capital allowance basically on the OM&A, the OM&A itself, and I think the other one would be other revenues.


MR. MARTIN:  Correct.


MR. AIKEN:  Is there anything that I am missing?


MR. MARTIN:  I can't think of anything.


MR. AIKEN:  Okay.


MR. SAVAGE:  Well, there's weather.


MR. MARTIN:  Well --


MR. SAVAGE:  You know, there is any number.


MR. AIKEN:  On the weather, that risk would be substantially reduced as you phase-in the move to the hundred percent fixed charge for residential customers, correct?


MR. SAVAGE:  Hmm-hmm.


MR. MARTIN:  Correct.  And I am going to remind you of that one later on, I think.


MR. AIKEN:  Could be.


[Laughter]


MR. MARTIN:  Okay.


MR. AIKEN:  Okay.  And then my next question is on 1-Schools-3.

Questions by Ms. Lea:

MS. LEA:  I'm sorry, Randy, if I could interject?  I have a question arising out of yours.  I was trying to figure out what percentage of revenue requirement you are at risk for, or some other quantification of it.


MR. MARTIN:  That, we would have to get back to you on.


MS. LEA:  May I please have an undertaking to do that, Please?  Now, that would be technical conference 1.2.
UNDERTAKING NO. TC1.2:  to advise OPUCN's percentage of revenue requirement at risk


MS. LEA:  I am not sure exactly what the best measure is to quantify -- like some comparison.  It is a percentage of revenue requirement that is not subject to these adjustments, or a percentage of that kind of thing, in addition to the details that you give us in the CCC interrogatory, 1-CCC-12.


MR. MARTIN:  I think we can take a shot at that, yes.


MS. LEA:  I don't care whether you obviously give me affected or unaffected, because they're mirror images of each other so I am going to put down percentage of revenue other so I am going to put down percentage of revenue requirement.  But if there is a better measure, you can use that instead.  Thank you.


MR. AIKEN:  My next question is on 1-Schools-3, and I am looking at schedule A in the attachment.


In that schedule A to the response, there is a table that shows the annual revenue requirement broken down into total distribution revenue, other distribution revenue, and operating revenue.


And my question is:  Can you please explain the differences between these figures and those shown in the revenue requirement work forms?  And I will give you two examples of where the numbers are different.


In the 2019 revenue requirement work form, the service revenue requirement is shown as $27,711,000 and the figure in this table is $27,346,000.  And that's for 20 -- sorry, that's, yeah, that is for the revenue requirement.


And in 2015, another example of a difference is the revenue offsets and the revenue requirement work form is $1,336,000, while in this table it is $1,483,000.


MR. MARTIN:  Sorry, Randy, are you looking at -- so it is 1-School-3?


MR. AIKEN:  Yes.


MR. MARTIN:  Is it the last table that we're looking at?


MR. AIKEN:  No.  It's page -- it's labelled page 3 at the bottom, and the heading is "OPUCN 2015 - 2019 Custom IR Plan Schedule A Rates" dated October 21st, 2014.


MR. GARNER:  Page 50 on the PDF.


MR. MONDROW:  This is the attachment.


MR. AIKEN:  Attachment page 3 of 13.


MR. MONDROW:  The attachment to the interrogatory response, which is the package of materials put before the Oshawa PUC board of directors, and it is page 3 of that attachment.


MR. AIKEN:  Yes.


MR. MONDROW:  The date at the top right-hand corner is October 21st, 2014.  Do you have a question, Phil?


MR. MARTIN:  Sorry, Randy, can you repeat the question?


MR. AIKEN:  Just in general, why are there differences between these numbers and the numbers shown in the five sets of revenue requirement work forms?


[Witness panel confers]


MR. SAVAGE:  It's got to be timing.  The PDF you are looking at is dated October 2014.  So between then and the actual filing at the end January 2015...


So, yes, it is just timing.  There were refinements that we were making between October and January 29th which resulted in the change.


MR. MARTIN:  Sorry, David, I didn't realize the document -- so this is the document that went to the board.  So the board meeting at which time they approved the rate application, they essentially gave us approval for -- this was the set of numbers we had at the time.


But they also approved -- they also gave us an approval to work it through and, provided there aren't any material changes, to proceed as filed.


MR. AIKEN:  Then my next question is -- you can flip over two pages to page 5 of 13.  That's a "Schedule B Key Elements".


I am actually looking at number 4(d), and 4 says:

"The proposed cost/revenue flow through items, updated values of which will be used to adjust the 'allowed revenue' each year during the plan period, are..."

And it lists them, and then part (d) caught my eye, because it says this is about major regulatory events that would have a negative impact on the outcomes of the application, and that they would flow through items -- these would be flow-through items that would be used to adjust the allowed revenue each year.  An example given is the revenue decoupling.


My question is:  Can you explain how revenue decoupling would impact the allowed revenue each year and how this would be a negative impact on the outcomes of the application?


MR. MARTIN:  So, again, at the time that we proposed this to the Board, we were trying to consider things that would be outside of our control.  And regulatory events, which I believe now we've kind of captured generally under kind of Z factor events -- so I agree, Randy, in this case revenue decoupling is probably a bad example.  It would not have an impact on revenue requirement.


At the time, though, we weren't exactly sure what the final regulations were going to be and whether or not there would be some effect from revenue decoupling that would, in fact, impair or change the revenue requirement.


So it's basically just an example for the Board of a regulatory change or regulatory event that could have an impact in the middle of a custom IR or in the middle of a period or rate period that could potentially affect.


So we weren't making a statement there that revenue decoupling would, in fact, have a change on it.  We were just using revenue decoupling as an example of a regulatory event.


MR. AIKEN:  I was just curious why it was thought to be a negative impact, when most utilities I think would consider it a positive impact, as it reduces your risk for weather.


MR. MARTIN:  Okay, I take that -- now, this didn't make it to the application, right, this particular wording.


MR. AIKEN:  No, I understand that.


MR. MARTIN:  Okay, yeah.


MR. AIKEN:  Those are my questions on Exhibits 1 and 10.  Thanks.


MR. MARTIN:  Thank you.


MS. LEA:  Ruth, would you like to...

Questions by Ms. Greey:

MS. GREEY:  Thank you.  I actually now just have a couple of questions, because I am going to do the adjustments, et cetera.  I'm sure you will cover off my more minor questions and maybe I can catch up tomorrow, if not.


In the answer to 1-CCC-18, if we take just the controllable capital program stated in Exhibit 2, tab B, the forecast of expenditures to continue the current pace and will total approximately 61 million.  It was just an overall process.  I know we're in the custom IR, but does that sort of not -- the question is:  Why is it custom -- if you are controllable, because all of your uncontrollable we're going to deal with through variance accounts, do you need a custom IR versus doing the 4th generation IRM, because your capital is -- actually, your OM&A is staying steady and your capital is actually close to the historic levels.


MR. MARTIN:  I guess it depends on what you use as the benchmark for historical levels.


So for the last three or four years, we have been spending at the pace of $10 million, roughly, which is the same pace we more or less were spending in the forecast.


Prior to that, though, the seven or eight years prior to that, we spent 5 million a year.


What we have basically benchmarked against is depreciation.  So if you look at depreciation, if your cap-ex is more than your depreciation -- and that's not an absolute term.  I mean, obviously depreciation will -- you will recover depreciation or more depreciation depending on your customer growth, et cetera.


But given that our capital expenditures are, even without the non- -- even the controllable events is a multiple of depreciation.  There's going to be an erosion of earnings that will take place if we don't do a custom IR.


Now, that erosion of earnings may not -- would not put us in an off ramp situation, but it would be an erosion of earnings that we don't believe is reasonable or fair.


MS. GREEY:  Okay, thank you.  And the other is looking at customer surveys and just questions asked in CCC 20 and 21.


Now, it turns out you actually didn't do your own customer survey.  You just participated and gave your data to the UP survey; correct?


MR. MARTIN:  No.  No.  We participated in a survey that was done by a third party.  So we did not do our own survey and give our data to the UtilityPULSE.


MS. GREEY:  Yes.


MR. MARTIN:  We joined in with a number of other utilities.  UtilityPULSE in fact executed the surveys for us.


MS. GREEY:  Correct.  But you gave -- so they went and found the 405 Oshawa customers as part of their 10,000?


MR. MARTIN:  Yes.


MS. GREEY:  And you were able to see the 405 customers.  Were you able to see their responses?  Or could you glean that out of the whole survey?

MR. MARTIN:  I don't have the responses, actually.  Could I get them?  I think I could, but we did not receive individual customer responses.  We received basically the questions that were asked, and we received the results of the survey.

MS. GREEY:  I guess, again just going back to the IR question, they really wanted more customer engagement.  And I just don't really see your true customer engagement.  You were part of an overall survey where they surveyed 10,000 residential, but I also understand small commercial.  So I don't know if there was a differentiation, a segmentation there.

But I am just not sure you have gleaned actually --


MR. MARTIN:  Yes.

MS. GREEY:  -- the engagement of your customers. That’s my question.

MR. MARTIN:  Well, I think that is a matter of opinion.  I mean, we do take a fairly pragmatic approach to customer engagement, at least historically.

We have not -- we have not invested in resources to do some of the community work that others, for example, are doing, et cetera.

So that is an area that we're currently reviewing, in terms of what should we be doing in the future, you know, that may be more directly in line with town hall meetings, those types of things.

But up until we filed the application, we had not previously participated in those types of things.

So in the time frame allowed, or the time frame that we had in order to -- the best we could basically do, we felt, was to do the customer surveys.  And we have done those in the past, as well.

And we did -- we tried to cut -- we did put our distribution plan, for example, on the website.  But we didn't really get any feedback from that.

But that is the extent of what we did.

MR. GARNER:  I'm sorry, Ruth, but do you mind if I ask for a clarification, because I am a little confused about the utility pulse survey from what you just answered.

I thought the utility pulse surveyed 400 some odd customers in your franchise, and that is what they report on in that --


MS. GREEY:  No.

MR. GARNER:  Excuse me.  So, please, can you --


MR. MARTIN:  So they do report on -- so they report the findings from our 400 constituents.

MR. GARNER:  Right.

MR. MARTIN:  But they measure those against --


MR. GARNER:  Against a general population?

MR. MARTIN:  Right.  I think that is where the 10,000 comes in.

MR. GARNER:  But yours are reported.  There was 400 some odd customers surveyed, and that number is roughly, and they were surveyed in your franchise and that got reported on.  And I’ve got one column, right?

MR. MARTIN:  Yes.

MR. GARNER:  Thank you.  I just was confused by that.

[Witness panel confers]

MR. LABRICCIOSA:  I think, just to add some clarification if I could to the line of questioning that was asked of both Ms. Greey and Mr. Gardner.

The utility pulse survey was really aimed at collecting a broad set of data as efficiently as possible, and taking a sample set of the local data – which, in our case, is Oshawa -- and making it statistically valid in comparison to the broad set.

So inasmuch as it is not dedicated just to Oshawa, it is collected in an efficient way across a wider landscape, and the specific results are Oshawa-specific against that landscape.

So, again, you know, the way the question was worded – you know, did we conduct our own survey?  No, we were part of a broader survey, but our results were a subset that was compared with in the broader set.  Hopefully that clarifies it.

MS. GREEY:  Thank you.  You do have plans in the future of doing more customer engagement, but to date you have not been involved?

MR. MARTIN:  Yes.  So we have discussed things like town hall meetings, et cetera.  We have not exercised any of those plans at this point.  But, yes, we are talking about those other types of things.

MS. GREEY:  Thank you.  That's all of my questions.

MS. LEA:  Thank you.  Now, I wasn't quite clear as to -- Mark?  I wasn't quite clear as to whether we were going to attempt to have Randy do the rest of his questions today, even though they're not on Exhibits 1 and 10, or whether we were going to go and continue with Exhibits 1 and 10, finish that, and Randy has to participate by telephone tomorrow.

MR. MONDROW:  Can you do the rest of your questions, Randy?

MR. AIKEN:  It probably would take most of the rest of the day.  I would suggest -- well, Jennifer, do you think you're going to finish Exhibits 1 and 10 today?

MS. LEA:  We will finish the Staff questions on it definitely.  I don't know how many other people -- I think the Staff questions will take another hour.  I have the annual adjustments and the proposed incentives to do.

Anybody else got questions?

MR. MONDROW:  Sorry, can we go off the record for a minute?

MS. LEA:  Sure.

[Off-the-record discussion]


MS. LEA:  We're back on the record, and Mark Garner has questions.

MR. GARNER:  Thank you.  I have just one question at Exhibit -- or sorry, interrogatory Exhibit 1.

It's in 1 VECC 4, and it follows from Ms. Greey's cross-examination, and why I asked the questions, why I asked you the question of the survey.

In this question, what I was trying to understand – and so that you can see it, it is 1-VECC-4 and it is at page 108 of the PDF document.

What I was trying to understand simply from this question was how well the customers' response lined up with the reality of what happened to the customer.

And in this case, the first part of that question (a) was how well the 82 respondents who recalled having an outage actually might have co-related with how many customers residential actually had an outage.

I am not sure, with that question A and B, which goes to how long they may have had those outages, I just want to confirm what the response is.

So for the first part, let's take A, 82 percent of respondents -- and I can't remember if that is residential, but that is my interest is residential -- customers recalled having an outage.

Would those figures you gave me -- I'm not sure what that says in the sense of the 82 percent.  Can you tell me whether that 82 percent of customers is reflective of the actuality of how many customers had an outage during the ice storm.  Did you have that many customers out during the ice storm is really what it comes down to?

MR. MARTIN:  No, we didn't.  And I think I can see your confusion.

We were -- I think at our high point, we were around 50 percent.  I don't know the exact number.  I can get it for you --


MR. GARNER:  That's fine.  That's fine.  I don't need an exact number.  I was really trying to see how well people's response co-related to the actual occurrence, because that is one of the problems with surveys, anybody's survey.

Same with the ice storm outage time.  Now, with that one, I wasn't quite sure what you were saying.  Are you saying in that one that in fact you can't -- there is no way for you to measure, for those 50 percent you just talked about, roughly how long they were out on average?  Did you do any of that type of analysis subsequent to the ice storm, so you had a sense of how long were customers out, or how long was the longest out?

You have in this survey that nine percent of your customers said they were out for two days.

I find that a very high number, and it would surprise me if close to 10 percent of your customers were out for two days during the ice storm.  But maybe they were -- at least that is the way I read the result of that survey.

Again, I was just trying to get an understanding of how reflective the customer's response was to the reality of the outage time.

MR. MARTIN:  Yeah, sorry and as I say, we didn't -- we didn't track or don't have the specific data related to that.  But, no.  We were within I believe about -- we were within 48 hours.  I believe we were down to about 10 percent.

Now, having said that, I don't know if that was 10 percent of the customers were still out or 10 percent of the customers that were out, but that is the order of magnitude, so somewhere in that area.

And within three days we had -- we were down to basically 7- or 800 customers and it did take us -- it took us a couple of more days for that to sort of progress down to --


MR. GARNER:  That wouldn't be like 10 percent of customers out for two days.  That would be nowhere near that kind of -- because that would be like 4,000 customers, roughly, if it were 10 percent.  You would certainly recognize that.

MR. MARTIN:  Right.

MR. GARNER:  So would it be fair to characterize the response, at least in this aspect of the survey, that the customers' response was anomalous with the reality?  They were responding quite different than what actually happened.

When I look at those results, that seems to be they were over-estimating the amount of people out and -- overestimates the amount of people out and the time they were out looking at that survey?

MR. MARTIN:  I think you are right.  I think it is --


MR. GARNER:  Considerably different, though, is what I am saying.

MR. MARTIN:  Right.  And I am not sure if that just happens to be that 82 percent of the 400 in fact were in the 50 percent of people that were out, or whether or not, again, the survey took place sometime after the event, and --


MR. GARNER:  Right.  You're saying it could be the problem with the population was extracted.  So, for instance, it is possible that more people who were out decided to respond to the survey because they had something to say than people who had a good experience because they had nothing to say.  That is a possibility?

MR. MARTIN:  That is a possibility.

MR. GARNER:  Thank you.  I just wanted to understand that.  That is my question.  Thank you, Ms. Lea.

MS. LEA:  Thank you.  That takes us to Randy, please.
Questions by Mr. Aiken:


MR. AIKEN:  Okay, I am going to start on Exhibit 2.  And my first question is in relation to the response to 2-Staff-6 and Exhibit 2 in the original evidence.

I know you've provided some -- I think you call them run 2 Excel spreadsheets, like with the chapter 2 appendices and that kind of stuff in it.

But when I look at some of those schedules versus what is in the original evidence, it doesn't seem that any of the numbers have changed.

So my question is:  Can you please update tables 2-31, 2-32, 2-39, and the continuity schedules in appendix 2-BA for 2014 through 2019 to reflect the changes in the net capital program discussed in the interrogatory response, and the information you provided to us this morning about the change in the timing on the MS9, and any other changes that you are proposing?

MR. LABRICCIOSA:  Can you repeat those table schedules, Randy, or can you give it to us in a written format?

MR. AIKEN:  I can repeat them.  It is 2-31, 2-32, 2-39, and the continuity schedules in appendix 2-BA for the years 2014 through 2019.  That is the first part.

The second part is, when you provide the update to table 2-39, which is I think the four major capital expenditures broken out by year, can you provide that again for 2015 through 2019 as in the original table with the expected expenditures related to the reactor installations, which are $1.5 million, the capital contributions to Hydro One, which I believe now is 13-1/2 million, the feeders to the MS9 station of 5 or 6 million, and the MS9 station itself and reflect the timing of those expenditures, and then for each of those four items, provide the in-service date of the assets.  So that would be all one big undertaking.

MR. MARTIN:  So you want the expenditure year and the in-service date, or just the in-service date, the expected in-service date?

MR. AIKEN:  And the expenditures by year.  That's currently shown in table 2-39, except now it is changed based on the original evidence.

MR. MARTIN:  So 2-39 originally was reflecting -- all of our tables were reflecting in-service dates.  So I think it is probably best if we just stick with the in-service, the timing of the in-service dates, so it doesn't get complicated with when the expenditures are made.

There's been a change now in terms of the in-service dates, you're right, and that's --


MR. AIKEN:  That is maybe something I should raise, then, because in your original evidence you had, for example, HONI contributions for the Thornton TS capacity of 1.5 million in 2015 and 1.5 million in 2016.

When was that asset going to go in service?

MR. MONDROW:  Randy, by "that asset", you mean Hydro One transmission's asset?

MR. AIKEN:  Yes.  Maybe that is a bad example.  Let me change it to the MS9 station.

MR. MONDROW:  This is easier.

MR. AIKEN:  You had 750,000 in 2015, a million in 2016, 3.25 million in 2017, and 2 million in 2018.

MR. MARTIN:  I can --


MR. AIKEN:  When is that MS9 station, based on your original evidence, supposed to go into service?

MR. MARTIN:  So with the MS9 station in the original evidence, there were -- it was -- give it a shot, yeah.

MR. LABRICCIOSA:  Sorry, Randy I didn't understand the question when you were asking it earlier, and I was talking to Phil trying to get a sense and understanding.  So the original plan was to feed MS9 from capacity being extracted at Thornton TS.

Because we have existing 44 kV infrastructure, the idea was the capacity expansion would be needed when the load was climbing high enough to basically add the breaker positions, and then, you know, run the express feeders up.

But in the interim we could have built MS9 and connected to existing feeders, and then added the capacity.

So the timing of MS9 completion was correlated to eventual capacity expansion at Thornton.

Now that we've gone to Enfield TS, Thornton is out of the mix.  There is no existing feeder reconfiguration we can do to get to Enfield.  Because of its location, we actually have to build that piece first, then the feeders, and then MS9.

So ideally we were going to bring parts of MS9, a small part of the station, not build the entire thing, but just put enough or new connections and not a lot of load.  And so some of those pieces were coming in-service, because you could add one transformer, one set of switchgear and one feeder, and eventually continue to add the second transformer, the second set of switchgear and other feeders as capacity came onstream.

Now, because it's almost all upfront, Enfield has to be built, then the two additional feeders to connect -- the two new feeders to connect MS9, and MS9 gets built and in service basically at the back end and all at once.

There is no sense incrementalizing it along the way.

MR. AIKEN:  That is why I wanted to add the in-service date for each of these assets because, like you say, that's changed.

MR. LABRICCIOSA:  Yes.

MR. AIKEN:  Your breakout by year I'm sure has changed, as well.

MR. LABRICCIOSA:  Right.  I think where Phil was going and what I understood the original question is, so if you want the flow of dollars to build, that's one set of tables.

Then if you want the in-service valuation or value of when the assets come in for rate base, that table would look slightly different.  In fact, it looks like it is shifted out, and it sounded like you asked for both and I think Phil was just asking:  Do you want just the last set of tables?  It will just give you the in-service flow.

MR. AIKEN:  Yes.  I am basically asking for the in-service flow into rate base.

MR. LABRICCIOSA:  Yes.

MR. AIKEN:  Okay.  My second question --


MR. MONDROW:  Sorry, just before we leave that --


MR. AIKEN:  Sorry.

MR. MONDROW:  Just to track this, so the question is to update tables 2-31, 2-32 and 2-39.  I know there is another piece of it.  So I will come back to the appendix.

And in respect of table 2-39, could you just -- you wanted the expected expenditures, and I think we have now clarified you want the in-service dates for the expenditures for the four categories, the Hydro One contribution, the feeders -- maybe I am misstating.

MR. LABRICCIOSA:  Neutral reactors and MS9, sorry.

MR. AIKEN:  And originally -- and you missed the appendix 2-BA.

MR. MONDROW:  I am going to come back to that.  So just in respect of the tables, you are okay with that undertaking of updating those tables?

MR. MARTIN:  Yes.

MR. MONDROW:  Yes?

MR. MARTIN:  Yes.

MR. MONDROW:  Okay.  And in addition, Randy, you asked for appendix 2-BA to be updated, and you are okay with that portion of the undertaking too?

MR. MARTIN:  Yes.

MR. SAVAGE:  Yes.

MR. MONDROW:  So that's fine.  Maybe we will get a number then, please.

MS. LEA:  TC1.3.
UNDERTAKING NO. TC1.3:  to update tables 2-31, 2-32 and 2-39; for appendix 2-BA to be updated; in Excel format; to answer all parts of the question at 2-Energy Probe-4, but based on the updated capital expenditures, including the changes from this morning

MR. MONDROW:  Thanks, Randy.

MR. RUBENSTEIN:  If I could ask something with respect to that undertaking response?

So tables 31 and 32, 2-31 and 32 are appendix 2 AB and appendix 2 AA -- if those are the same things?  I am wondering if you could provide those in an Excel format when you provide the undertaking.

MR. MONDROW:  Yes.

MR. MONDROW:  There's been some issue with the Excel format on the Board's website.  But hopefully, that is sorted out.

I don’t know what it was.  But, yes, we will provide Excel formats for those.

MR. SAVAGE:  We would refile the chapter 2 appendices Excel work book, which contains most of those interrogatory requests.

MR. RUBENSTEIN:  That is even better.

MR. MONDROW:  Okay.

MR. AIKEN:  Then my second question is on the response to 2-Energy Probe-4.  You will see that the response refers to 1 CCC 11, that Ruth was looking at earlier.  But that response doesn't answer the information request.

So my request is that you answer the questions there, but when you do the response, base it on the updated capital expenditures rather than the original evidence this question would have been based on.

And where that has probably the biggest impact is in part (e) of the question, and that's to provide a version of table 2-4 that removes the Hydro One and the feeder to MS9.

MR. MONDROW:  Can you just give me the interrogatories reference again, please?

MR. AIKEN:  Yes, it’s 2-Energy Probe-4.

MR. MONDROW:  Thanks.

MR. AIKEN:  It basically starts out asking for an update to table 2-3 to reflect actual data for 2014, and then goes through tables 2-3 and 2-4, which is the capital expenditure to depreciation ratios that you were talking about earlier.

MR. MONDROW:  So the request is to?  I'm sorry, I was catching up.

MR. AIKEN:  It’s to answer all parts of the question, but based on the updated capital expenditures, including the changes from this morning.

MR. MARTIN:  Can I ask if there is another way?  This is a fair amount of work, and it would be great to know what the point is, because maybe we can get to the point without doing all of the work.

MR. AIKEN:  Well, the point is --


MR. MARTIN:  That is why I pointed you to CCC 7, I believe, is because I think what you are getting at here is what's the basis for our opinion that our spend is high.  And the answer to that was that the premise for that is essentially the depreciation.

It's not -- it's not another -- it's not another -- that's what it is.

MR. AIKEN:  So if you go to table 2-3 in your original evidence, a multiple of capital and depreciation ranges historically from 3.7 down to – well, actually we only have two years of actual history, 3.7 and 2.7. Your forecast for 201 was 2.9 and 3 for 15.

So I am asking that table 2.3 be updated with 2014 actuals, and extended back one year for 2011, because when I compare those multiples with the same figures shown in table 2-4, which is 2015 through 2016, I see multiples of two.  I don't see the problem that you say you have.

MR. MARTIN:  But that's the whole point.  The fact that there is a multiple of two creates an erosion of earnings.

MR. AIKEN:  But that's half the ratio that you have been living with the last few years.

MR. MARTIN:  True, and that's the reason why we triggered an off-ramp in 2013, and why we're rebasing early than we were otherwise scheduled to have.

It wasn't a custom IR methodology; otherwise we would have entertained the custom IR back in 2012.

So, yes, we had that multiple.  But we didn't have the mechanism to do anything about it in those times.

So we're not here to suggest that the multiple is any different, but certainly the circumstances have significantly changed.

MR. AIKEN:  Well, you also said there was a significant amount of work in providing this information.  I don't see that.

MR. MARTIN:  Well, but there is a fair amount of work and, I think, I don't know that -- so now that I understand your point, can we not just talk about the point.

I could give you the multiple and, yes, the multiple would be higher or worse.  But that doesn't say that we didn't have the problem back then. We in fact had the exact same problem.

Our understanding of triggering the multiple capital, the high capital level spend doesn't suggest that that's compared to, in our case, 2014.

There is no prescription in terms of what are we going to benchmark that against.  We felt that it was a prudent thing to benchmark it against depreciation, because I think what's -- I think what the custom IR takes care of is the under earnings that is created in a situation where you've got high capital and it's not being recovered, because you're recovering your capital through depreciation.

So I think -- I take your point.  I mean, we absolutely had the same situation in 2014 and 2013, and it's why we triggered an off-ramp and had an erosion of earnings.

MR. RUBENSTEIN:  Can I ask why this is a lot of work?  It seems to me you would know your capital spend in those years, and you would know your depreciation numbers.

MR. MARTIN:  Well, I guess now it is probably -- I guess we could do it.  It was a lot of work when we were answering the other thousand questions with a ten-day -- and again, given the point that we're after, isn't there a better way of just coming to the point, as opposed to doing a bunch of tables and putting in a bunch of work to basically prove what I think is a bit of a redundant point.

MR. AIKEN:  Well, if you are not willing to do it, I'm certainly willing to put in the time and do it, because it is quite simple.  It is going to be based on the continuity schedules that you have already said you would provide me with.

MR. MARTIN:  We will do it.  I am just trying to -- and I think what I heard is the reason why you want us to do it is to point out that our multiple of capex to depreciation is the same now as it was then.

MR. AIKEN:  No.  It is better now than it was then.  It is lower.

MR. MARTIN:  Yes, but it puts us in exactly the same position.  It's an erosion of earnings.  So I don't understand how that can be considered then as something that suggests that we shouldn't be here doing a custom IR.  The alternative will be that we’ll come back from two years from now, like we are now, and do another cost of service because our earnings would continue to erode.

MR. AIKEN:  Anyways, my request stands.

MR. MONDROW:  Randy, just if I can parse this a bit, if we look at table 2-3 in the evidence, what you would like to see ultimately, I gather, is a table like this extended through 2019, restated for the 2014 update that's been filed and with MS9, the Hydro One contribution investments removed from the numbers, to the extent they're in the numbers from 2015-2019.

Is that what you would ultimately like to see, so you can see the multiples without the --


MR. AIKEN:  With the added provision of starting in 2011.

MR. MONDROW:  Starting in 2011?

MR. AIKEN:  Yes, with 2014 actuals.

MR. MONDROW:  So, if we focus on table 2-3 -- obviously there is a lot of work behind that.  But if we focus on table 2-3 and we produce a table that looks like this which starts with 2011, restates from 2014 on for the 2014 update, and removes in the relevant years the MS9 and Hydro One contributions, can you guys consider whether that is doable with whatever shorthand or shortcuts you think would be appropriate?  Or does your answer still stand, that it is a lot of work to do?

MR. MARTIN:  Well, I would like to take Randy up on his offer, to be quite frank; I am happy for Randy to do it.

MR. AIKEN:  Then can you provide me a continuity schedule for 2011, if it’s not already in the evidence, because that is the only part that would be missing.

MR. MARTIN:  We could.

MR. AIKEN:  Okay.

MR. MARTIN:  Under MIFRS or GAAP?

MR. AIKEN:  Consistent with the other historical years.

MR. SAVAGE:  It is in the chapter 2 appendices work book.

MR. AIKEN:  Thank you.

MS. LEA:  So the --


MR. MONDROW:  So you don't need anything further from us to do the work.

MS. LEA:  So the continuity schedule is what is being --


MR. MONDROW:  No.  That is already in the filing.

MS. LEA:  It's already in the evidence.  So is there anything, then, that you are going to provide before --


MR. MONDROW:  There is nothing needed, apparently.

MS. LEA:  Thank you.

MR. AIKEN:  My third question in Exhibit 2 is in response to 2-Energy Probe-5 and 2-Schools-12.  Let me just find it here.

Are the third party contributions primarily related to system access expenditures?

[Witness panel confers]

MR. SAVAGE:  Sorry, just a minute.

[Witness panel confers]

MR. LABRICCIOSA:  Yes.  If the question is the -- in the chart the third party contributions relate to system access gross spend, most of it would come from there.

Again, we're struggling a little bit to figure out what -- if relocations are in access or elsewhere, broken up elsewhere in terms of the contributions expected.

For example, the 407, I think there were some IRs asking about the 407 contributions versus the city and/or regional -- the regions' contributions.  There are slightly different formulas for each, and we're trying to figure out whether all the projects went into one place under access.  It doesn't appear to be.  Some might have been moved out into some of the other categories.

MR. AIKEN:  Okay, that's fine.  But as a follow-up, in the updated table 2-5 provided in part (a) of the response, it shows a figure of 2,471,000 for actual 2014.

My question is:  Are you sure that number is right?  Because that is the same number as the system OM&A or O&M shown for the same year.


Then when you look at the table provided in part (b) of the response, where the contributions are broken down between service expansion and relocation contributions, those two numbers add up to about 2,040,000, and then when you go to 2-Schools-12, where you see the continuity schedule for 2014, you will see a different number of 2,367,000 as contributions.

[Witness panel confers]

MR. MARTIN:  Randy, I think we will take that as an undertaking.

MR. AIKEN:  Would you undertake to correct probably the two that are wrong?

MR. MARTIN:  Get the right one, yes.

MR. AIKEN:  Okay.

MR. MONDROW:  So I think we will review and either confirm or correct the contribution figures in 2-Energy Probe-5 and 2-SEC-12.

MS. LEA:  TC1.4.
UNDERTAKING NO. TC1.4:  to review and either confirm or correct the contribution figures in 2-Energy Probe-5 and 2-SEC-12.

MR. AIKEN:  Just before we leave this, it struck me that your actual 2014 system access expenditures were very close to what your budget was.  It was like 1 or 2 percent difference, but the contributions were, you know, somewhere between 30 and 50 percent higher than forecast.

Can you explain what drove that change, given that your overall forecast for system access gross expenditures was on target?

[Witness panel confers]

MR. LABRICCIOSA:  I think I can answer that one, Randy.  From our perspective, what is controllable by us or what is under our direct control is the estimates for the gross side of the work that needs to be done.

What the variable is in the contribution is part of a negotiation depending on changes that the customer or the requester is asking for in terms of relocation, whether it is more material, more labour.

Most of it, and when it deals with the region, is governed by regulations in terms of 50 percent of the labour and 100 percent of the material.  When you deal with the 407, a bit of a unique place, it is 100 percent of the 407.

So until you figure out exactly who is paying for what, that formula changes, and that is really a variable in the contributions.

The initial -- from our perspective, we sort of take an estimate and make an assumption that we get 50 percent back.  In some cases we can get more and in some cases we can get less.  In that particular case, I don't know what particular projects drove it that way, but there is some variability in the contribution side of it, for certain.

MR. AIKEN:  Okay.

MR. MARTIN:  Along the same lines, the accounting for the contributions, as well, there can be timing differences in terms of when the money is spent, when the contributions come in or when the contributions are finalized.

To the extent that we estimate or make accruals essentially to try to line those up, that can distort your actual contributions recorded from one year to the next, as well.  So there can be a little bit of that going on, as well.

MR. AIKEN:  Then my next question kind of ties together the stuff we have been talking about before, and it's 2-Energy Probe-3 and 2-Energy Probe-5, the summary of rate base in table 2-1 that is provided in the response to 2-Energy Probe-3 and the updated 2-5 we were just looking at.

Let me just read what my notes say here.  It says the updated version of table 2-5, 2-Energy Probe-5, does not show any changes in capital expenditures for 2015 through 2019 as compared to the original evidence.

The updated version of table 2-1 in 2-Energy Probe-3 shows the 2014 closing net book value was lower on an actual basis than was forecast; yet the closing balances for 2015 through 2019 are all higher than the original evidence.

And given the lower starting point and apparently no changes shown in table 2-5, that wouldn't make sense.  So my request is:  Can you update tables 2-1 and/or 2-5 to reflect the updated capital expenditure forecast.

MR. MARTIN:  Yes.  Yes, we can update that.

MS. LEA:  TC1.5.
UNDERTAKING NO. TC1.5:  TO UPDATE TABLES 2-1 AND/OR 2-5 TO REFLECT THE UPDATED CAPITAL EXPENDITURE FORECAST, AS PER 2-ENERGY PROBE-3 AND 2-ENERGY PROBE-5.

MR. AIKEN:  My next question deals with the response in 2-Energy Probe-10 and 2-Energy Probe-13.  The first part of this question is:  Please confirm that Oshawa does not allocate any depreciation expenses to OM&A.

MR. SAVAGE:  Sorry, what is the question?

MR. AIKEN:  Can you confirm that Oshawa does not allocate any depreciation expense to OM&A?  There is no fully allocated depreciation expense?

I understand you capitalize some, but you don't allocate any to OM&A; is that correct?

[Witness panel confers]

MR. SAVAGE:  No.  Other than in the response, we don't do any allocation of depreciation.

MR. MARTIN:  Well, indirectly --


MR. AIKEN:  I think I am going to get to that.  I am trying to understand that.

MR. MARTIN:  So included in -- so OM&A is net of expenses that are allocated to capital projects.  So there's an allocation of expenses, most of which is labour-related.  But there is an element of depreciation expense that gets charged to that allocation line.

So to the extent that -- I think, if I understand where you are getting at, there is no depreciation expense per se in the OM&A costs.  But there is an element of depreciation expense that is reducing the net OM&A relative to depreciation of vehicles, for example.

MR. AIKEN:  And I think that is my question, because the response to part A of 2-Energy Probe-10 says that a portion of the depreciation expense for vehicles is capitalized.

So that's fine, I understand that.  That is a clear movement from depreciation to capital.

But then the response to 2-Energy Probe-13 indicates that the reduction in expense due to the capitalization is mapped against OM&A rather than depreciation expense.

So can you explain to me why a cost not included in OM&A to begin with is removed from OM&A, rather than being removed from depreciation where the cost is actually included?

MR. MARTIN:  So here's what we do.  So in the answer to part (a), where we charged depreciation expense to capital, we actually -- so we don't charge depreciation expense directly to capital.

MR. AIKEN:  No.  It is through the hourly rate probably for the vehicles.

MR. MARTIN:  Right.  So what we basically do is we take our labour hours, our capitalized labour hours, and we build on that labour hour rate.  Essentially, we build a burden; we attach a burden to that.

An element of that burden is vehicle expense.  So there is a charge-out rate -- I guess it depends on how you interpret it, but --


MR. SAVAGE:  I think you are asking why the credit, as we say in the answer, is credited against OM&A.  Are you asking whether that credit should be split partly against OM&A and partly against depreciation?

MR. AIKEN:  No.  It is just it appears to be unique method of accounting.  Every other utility I have seen, they allocate part of their transportation equipment depreciation expense to capital through the burden rate.

But they also allocate the remaining of that transportation equipment depreciation expense to OM&A.  And they actually take it out of depreciation and put it in OM&A.

And I just want to confirm that you don't do that.  You leave it in depreciation.

MR. MARTIN:  Sorry.  So let me -- no.

MR. SAVAGE:  We leave it in depreciation.

MR. MARTIN:  Yes, we leave it in depreciation, you're right.

MR. AIKEN:  Okay.

MR. MARTIN:  You're right.

MR. AIKEN:  Part (c) of the response to 2-Energy Probe-10 states that the two rolls containing meters should be aggregated.  But then part (f) of the response indicates that there are different depreciation rates applied to the different types of meters.

So can you please confirm that there should be separate meter and smart meter lines, but that in aggregate the numbers provided are correct.  There's been some misallocation, but in total they are right?

MR. SAVAGE:  In total, they are right.  And in total, they are treated differently because, as you say, they do have different depreciation rates.  It is just the way they're captured in the accounting system, or the way that they are mapped in the various reporting systems creates this situation.

But, yes, if you add the two lines, they're correct.

MR. AIKEN:  Okay.

[Witness panel confers]

MR. AIKEN:  My next question is on 2-Energy Probe-14.  And there, I asked for -- this has to do with reporting statistics -- updated tables 252 and 253, and the figures shown on those pages listed there for 2014.

The response says that you will provide the updated models.  I couldn't find the updated models.  Did you file them, or was that just something you missed?  Or if you did file them, can you tell me where I can find them?

MR. MARTIN:  No.  We will take a look at that.  What we did is we filed all of the new base models, but we did not go back and -- so in this case, we missed these specific requests, yes.

MR. AIKEN:  I thought I was going crazy when I was looking for this.

MR. MARTIN:  No, no.

MR. AIKEN:  Do we need an undertaking number for that?

MR. MONDROW:  Yes.  So you would like?

MR. AIKEN:  To provide the models, the updated models as in 2-Energy Probe-14.

MR. MONDROW:  So 2-Energy Probe-14 asks for updated tables.  Is that what you want?

MR. AIKEN:  Yes.  The updated tables and figures shown on pages 146, 147 and 149.

MR. MONDROW:  Okay.  We're okay with that?  Gentlemen?

MR. SAVAGE:  Yes.

MS. LEA:  TC1.6.
UNDERTAKING NO. TC1.6:  To provide the updated models as in 2-Energy Probe-14, the tables and figures shown on pages 146, 147 and 149


MR. AIKEN:  My next question is based on 2 GOCC, number 4 -- which I am trying to find.  Okay, I've got it.  It is always in here, I just don't know where sometimes.

The response indicates that there would be no significant impact on rate base or revenue requirement, if new customer growth was two percent instead of the forecasted three percent.

What would be the reduction in capital expenditures associated with two percent customer growth rather than three percent?

[Witness panel confers]

MR. LABRICCIOSA:  When you look at our situation in Oshawa, a significant amount of the capital that's needed to service the growth is all related to Enfield, MS9 feeders, the things we just talked about.

The fact it is sort of a step function result -- in other words, a large amount of capital is needed which will increase capacity and all of it gets delivered, but not all of it gets connected in the very first go.  It means that we have to do the work anyways, and so from the standpoint that some development is delayed, the capacity is already there.

It's not an easy one-to-one match, in terms of the amount of capital you need to facilitate the growth.

So from our perspective, our loading and because that area that's being developed is somewhat greenfield, we have to put the base infrastructure to get going to connect that next new customer.

There literally is very little load serviceability left in the existing design, or in the existing system.  So essentially, the next series of greenfield developments puts us into spending the money and putting in the infrastructure at Enfield and MS9 and those others.

So the fact the growth could slow down by a percentage point still doesn't change the fact we need Enfield, MS9, the new feeders to fulfil our obligation to connect that load.

MR. AIKEN:  So I take it from that response that it really doesn't affect your costs.

MR. LABRICCIOSA:  Correct.  It is not material enough to say that we don't do the investment.  We have to.  If it disappears entirely, then the argument is you can defer the investment.  But any new growth that does appear results in the station and equipment needing to be built.

MR. AIKEN:  Would it be accurate to say then, in terms of your revenue deficiency over the five-year period, that your revenue deficiency would be pretty much equal to the difference in the revenue between two percent customer growth over five years and three percent customer growth over those same five years?

MR. LABRICCIOSA:  Correct.  It's not significant.  There will be a small amount, but not an awful lot.

MR. AIKEN:  Do you have an estimate of, over the five years, what the cumulative reduction in revenues would be, a two percent customer growth versus three, a ballpark number?

MR. MARTIN:  No.  We haven't been able -- we wouldn't -- we don't.  We don't have an estimate of it.

There would be a -- there would be a modest change to the cost, but it would be on the capital side, and, again, it would depend on the timing of -- the timing of the population growth, I mean, if we're talking about 2 percent each year or 2 percent on average over the total year, et cetera.  So it would be difficult to come up with an estimate.

I think what Ivano is basically saying is, on the capital side, to the extent that the capital requirements are in respect of expansion, they're not tied to the 3 percent.  They're basically tied to a much lower population growth.

We have evidence to suggest that there's population growth in the 3 percent area that is expected to materialize, but that may not occur, and in which case it may not significantly change the cost.

Now, if the 3 percent became zero, for example, then as Ivano said, perhaps MS9 could be deferred and there would be a significant reduction in costs.

So it is hard to move -- it is hard to figure out where that needle moves.

MR. AIKEN:  I want concentrating so much on change in the cost as change in the revenues.  You know, I don't know what --


MR. MARTIN:  But if the revenues would be -- the only way the revenues would change would be -- other than things like working capital allowance, et cetera, would be if we were able to make a material change to the expected costs or the forecasts forecasted costs, and we don't think we can.

MR. AIKEN:  No.  I'm talking about instead of adding 3,000 customers every year, you add 2,000 customers every year.  So you have lost 1,000 customers.  That 1,000 customers costs you what in revenue, distribution revenue?

MR. MARTIN:  Well, again, we've got an annual mechanism, Randy.

MR. MONDROW:  At current rates.

MR. AIKEN:  At current rates.

MR. MARTIN:  Oh, at current rates, because that's why we have the annual mechanism in place, to basically take up the revenue.

MR. MONDROW:  So, Randy, you are asking about the revenue deficiency at the rates proposed in the application for each year assuming growth at 2 percent rather than 3 percent?

MR. AIKEN:  Well, I don't need specific numbers.  I am just trying to get a handle on how much does the revenue deficiency increase if the customers grow at 2 percent rather than 3 percent.


MR. MONDROW:  Without the proposed annual adjustment to rates, because I think what Phil is struggling with is the application proposes including --


MR. SAVAGE:  I think I can probably answer.  Just doing a quick calculation, 1,000 customers, assuming they're all residential, would be in the region of 250,000 a year.  Like, if you assume it is --


MR. AIKEN:  It would be cumulative over the five years?

MR. SAVAGE:  Well, if we lost 1,000 every year, as Phil said, we have an adjustment process to reset the forecast.

MR. AIKEN:  Yes.  But I guess my thinking is you would lose 250,000 in revenue in the first year.  That loss would be accounted for when you come back in to rebase, but then you will lose 250,000 in the second year, because it is 1,000 less than forecast.  Every year would be $250,000 after you have adjusted every year for the ones you didn't get.

MR. MARTIN:  Yes.

MR. AIKEN:  Okay.

MR. MARTIN:  Yes, yes.

MR. RUBENSTEIN:  Sorry, Randy, I want to ask a follow-up going back to the first part of the question on the costs.  You used the term "it's not significant".

I know you don't have a precise number, but what do you mean by "it's not significant"?  Can you ballpark what we're talking about here, the order of magnitude?

MR. LABRICCIOSA:  When you look at the need, the technical need is there, so hopefully we sort of dealt with that.

When you look at the cost side of it, there is a bit of a netting effect that goes on, and it is a function of the number of customers that have to connect, right?  So would you build shorter lines and lower -- slow the cost of that side of the equation because you're not servicing the amount of customers?  I think the answer is yes.

How much of that gets rolled into capital contributions for each customer connection?

So maybe I am being too precise, but at the end of the day, it is -- you know, it is the smaller end of the adjustment, not the bigger.  But it is not going to be the same.  I am trying to give -- at a macro level, I'm trying to say I won't build the same infrastructure that connects and services the exact number of customers at the end, and I won't outlay that entire cost the same.  I would build them shorter and expect less contribution.

MR. RUBENSTEIN:  I recognize if you have 1 percent less customers than you had forecasted, your costs don't drop by that percentage, right?

But there is some drop.  I am trying to understand if it is material or not.

MR. LABRICCIOSA:  It's not, because at the macro level I need Enfield, I need MS9, I need the two feeders and the two feeders that supply MS9 and any of the other equipment.  So that doesn't change at all.

That cost doesn't change.  The size of the equipment doesn't change, because we're building the capacity for the future.

So, again, in my mind the only thing that changes is the extent of the distribution beyond that that you build to connect the number of customers, and that will change.  But those larger investments will outweigh those smaller pieces at the end.

MR. RUBENSTEIN:  No, I recognize that, but there is still a change I'm trying to understand.

On one hand, you're proposing an adjustment mechanism to deal with the customer count, but you are not proposing to deal with changes in capital contributions.  And I hear what you're saying is it is clearly not a one-to-one --


MR. MONDROW:  Changes in capital?

MR. RUBENSTEIN:  Sorry, changes in capital.  Clearly it is not a one-to-one relationship, but there's some relationship, and I am trying to understand if it is material or not.  So I am not asking for precise numbers.

MR. MARTIN:  I think when you distill the savings in capital down, or the costs that would otherwise be spent, if you distill that down to revenue requirement, then I don't believe it is -- I don't believe it would be material.

So, I mean, it could be -- it could be a million dollars of capital, but I think you can appreciate that wouldn't result in a significant change in the revenue requirement.  So if we're dealing with the materiality, like the actual $100,000 type thing...

If we -- David, maybe you could look this up.  What is the amount that's relative to connections, et cetera?

So if we look at our capital spend, we've got the renewal -- the sustainment piece.  That relates to old infrastructure, so that doesn't change.

As Ivano mentioned, we've got the large pieces, the HONI contribution and MS9.  That doesn't significantly change.

So, really, we're down to customer connections, relocations, et cetera, which there will be a -- should be an impact on that, but that whole group, I am trying to determine what that cost is to start with.

MR. SAVAGE:  Over five years, 2.8 million.

MR. MARTIN:  So over five years, that group of expenditure, capital expenditure, is 2.8 million.  So it's not going to go to zero.  So does that help, Mark, give you an order of magnitude at least?

MR. RUBENSTEIN:  Yes, that is helpful.  Thank you very much.

MR. MONDROW:  And that 2.8 million is a net number?

MR. MARTIN:  Yes.

MR. MONDROW:  And that's net of customer contributions.

MR. AIKEN:  My next question is on the response to 2-Schools-12, and this deals with the increase in capital expenditures in 2015.

The increase in total is $1,060,000, and that is for the distribution station equipment, but there is also a reduction of $300,000 for poles, an increase of $100,000 for computer hardware and 200,000 for computer software.

The simple question is:  What is driving that change?  Is that all driven by what did or didn't happen in 2014?

MR. SAVAGE:  Yes.

MR. AIKEN:  Okay.  I am looking back now at the response to 2-Energy Probe-19.  We're getting into the working capital questions.

In part (a) of that question, I had asked you to confirm that the numbers in, I think it is, table 4 in the working capital study, were all based on the use of 31 days in a month, and the response says that the DSO is calculated on a per month basis based on the number of days in the month, not based on 31 days.

I'm sorry, but that's not accurate.  And the easiest way to look at that is that if you go to table 4 in Exhibit -- I think it is Exhibit 2, tab A, schedule 1, which is the working capital study.  It's table 4, page 9.

MR. MARTIN:  Randy, is that in the lead lag study?

MR. AIKEN:  Yes.

[Witness panel confers]

MR. AIKEN:  Have you got that?

MR. MARTIN:  We're looking for it.  That particular appendix didn't make it into our printed version of the document, so --


MR. MONDROW:  Just a second.  I have a copy.

MR. AIKEN:  Come to think of it, it wasn't in my original printed version either.

[Laughter]

MR. MARTIN:  I think it was a link --


MR. AIKEN:  -- that didn't work or something, yes.

[Mr. Mondrow passes copy to the witness panel]


MR. MARTIN:  Sorry, Randy, go ahead.  What point are you at?

MR. AIKEN:  Table 4 on page 9.  This is the days' sales outstanding calculations.  Like I say, the answer says it is based on the number of days in each month, not on 31 days in each month.

But if you look at the February line and you look at the 2013 accounts receivable and 2013 sales numbers, and you take the ratio -- so that's the 8,312,000 divided by 11,116,000 -- I am sure you will take it, subject to check, that this gives you a ratio of about .7477.  And if you multiply that by 31 days, you get the 23.18 that is shown in the column.

The last time I heard, February never has 31 days.

[Laughter]

So my question is, or my request is:  Could you redo the response to part (c) which is on the following table, or the following page of the IR response where there is a table presented, and do the same calculation, but use the right number of days in each of the months?

MR. MARTIN:  Yes.

MR. RUBENSTEIN:  If I have a --


MR. MONDROW:  Undertaking number, please?  I think we are at 1.7.

MS. LEA:  We are, so, okay.  That's fine, thanks.
UNDERTAKING NO. TC1.7:  With reference to Exhibit 2, tab A, schedule 1, table 4, page 9, Entitled "working capital study", to redo the calculation with the right number of days in each month


MR. MONDROW:  And that is to recalculate the table found at part (c) of 2-Energy Probe-19, using the correct number of days.

MR. AIKEN:  Yes.

MR. MONDROW:  Per month.

MR. AIKEN:  Per month.

MR. MONDROW:  Thank you.

MR. RUBENSTEIN:  Can I just ask with respect to this undertaking response, was it Oshawa who did the response?  Or was it E&Y?

MR. MARTIN:  E&Y.

MR. RUBENSTEIN:  Okay.

MR. MARTIN:  Yes.

MR. MONDROW:  Which is why they were so ready to give the undertaking, as you may have noticed.

[Laughter]

MR. MARTIN:  I did oversee it, but I missed this.

MR. MONDROW:  The work will be delegated.

MR. AIKEN:  The next question I have is on 2-Energy Probe-18.  This deals with the service lag and how the 20.41 days was calculated, and the 21.44 days.

So my first question is: can you please explain the relationship between the unbilled revenue at the end of the month relative to the monthly billed revenue, and how that relates to the length of the service period?

I am sure this will be an undertaking for E&Y and their methodology.

MR. MARTIN:  No.  Maybe I shouldn't admit this, but I got it.  I mean, so what we basically used the end of the month unbilled number as would be basically the proxy for what would otherwise be the billed amount for that given for that month, or for a period of time.

So to the extent that -- and we did it over the whole year.

So over the whole year, the average month-end balance of unbilled was greater than the average of the monthly billed amounts, which suggested to us that the amount of -- the amount of unbilled time associated with that month-end balance, if it is continually higher than the amount that's billed, that would represent an unbilled service period of more than 30 days, or more than 31 days, or more than 28 days.

So that was the logic that we applied, or that E&Y applied.

MR. AIKEN:  Okay.  If you take a look at the response to part A where they do the calculation, and take January as an example and the billed revenue at month end, would that be all of the accounts where the meter was read on January 1st through the 14th, since you have a 17-day billing lag?

So at the end of January, you have billed everybody that you read the meter on up to January 14th.

MR. MARTIN:  No, we did not get that granular.  So we weren't working off of meter data.  We were working off of macro data, call it.

So I can't say that the unbilled amount for that period of time specifically related to those dates.  As I say, we made the assumption that, given that the unbilled is always greater than the amount billed, that was the underlying assumption.  Therefore, the service period is greater than 365 days, if divided by 12.

MR. AIKEN:  If you're --


MR. MARTIN:  So I agree with you, Randy, there is not a direct -- there's a timing issue per se in terms of that amount.  The actual -- what period of time does that unbilled amount actually relate to?

MR. AIKEN:  Would your unbilled amounts change if you had a shorter or a longer billing lag?  If you got your bills out quicker, I take it your unbilled to billed ratio would change?

MR. MARTIN:  Not in terms of – no.  In terms of getting the bill out, it was a two-part calculation.

So we have an unbilled amount that stems from the relative balance of the unbilled account relative to the billed sales.

That worked out to 16 days, roughly.  So it worked out to 32 days in total, divided by two, and it comes out to 16 days.

There is a lag also in terms of when the bill is actually created.  So the accounting system presumes -- so the cut-off point for the calculation of unbilled is three or four days sooner than when that bill is actually produced.

So the way we get to 20 days is to take the calculation between the unbilled and the billed sales, plus four days to take into account the lag it takes to create the bill.

MR. AIKEN:  Okay.  I was going to ask you about that.  The response indicates four days is added for the billing processing time.

MR. MARTIN:  Right.

MR. AIKEN:  This is in your calculation of the service lag.  How is that four days different, or how is this billing processing time different than the three days that is included in the billing lag for the time to produce the invoice from the date the rate information is available?

Because you're saying, the service lag includes four days for this billing lag, while the billing lag is separate from the service lag, and you've already got three days built into your billing lag.

MR. MARTIN:  That I will take back as an undertaking.

MR. AIKEN:  Okay.

MS. LEA:  I will give you an undertaking number, but, Randy, we need a break.  Can you let us know when it is a good time for that, please?

MR. AIKEN:  Sure.

MS. LEA:  So the undertaking number would be TC1.8.
UNDERTAKING NO. TC1.8:  to EXPLAIN how the FOUR DAYS ADDED FOR the BILLING PROCESSING TIME IN the CALCULATION OF SERVICE LAG RELATES TO THE THREE DAYS INCLUDED IN THE CALCULATION OF THE BILLING LAG, AS PER 2.0-ENERGY PROBE-18.

MR. MONDROW:  Just so I can track this in my notes, Randy, I didn't catch the interrogatory response number you were referring to.  It was 2.0-Energy Probe- --


MR. AIKEN:  18.

MR. MONDROW:  - 18.  And can someone just restate the undertaking, Randy probably, preferably.

MR. AIKEN:  How the four days added for the billing processing time in the calculation of the service lag relates to the three days that is already included in the calculation of the billing lag.

MR. MARTIN:  Have we double counted?

MR. AIKEN:  Exactly.

MR. MARTIN:  Yes.

MR. AIKEN:  And just as a follow-up to that, Why does it take you three days to produce the invoice from the time you have the rate information?  Is there something else you have to wait for from the IESO or from God?  They are one and the same, I think some people think.

[Laughter]

MR. MARTIN:  No.  We have a third party billing provider that, you know, has a number of other clients, et cetera.  It typically takes them three days to batch and produce the invoice.

MR. AIKEN:  And just before we take a break, what is your definition of the service lag?  I think we're -- like, my definition of the service lag is from when you read the meter to when you read the meter.  That is the service period.  The midpoint is halfway in between, and from halfway in between to the last time you read the meter is the service lag.

MR. MARTIN:  Yeah.  Our definition -- I mean, basically if you look at the assumption that we're making, obviously -- so I agree with you the service period is any given month, but if the unbilled amount is typically greater than that amount, that billing amount, then our service period or our service period obviously is more than that billing period because, to your point, if I reverse what you said -- if I feed back what you said into my assumption, if the service period was always the month, then your unbilled should more or less line up with your billing, the amount you bill each month.  They should more or less be equal if you average it over a period of time.

In our case, that average suggests that the service lag is in fact more than the billing period by a couple of days.

MR. AIKEN:  But do you agree that the service lag is not based -- it's totally independent of calendar months?  The service period can be from March 15th to April 15th.

MR. MARTIN:  Yes, that's true.

MR. AIKEN:  So if the service period is always 30 or 31 days on average, then the midpoint is around 15 days?

MR. MARTIN:  No.  We're talking two different -- I agree the midpoint between -- the midpoint in your service period would be 15 days or half of the number of days in a given month.

The service lag, in our case, is more than the service period, as evidenced by the fact that the balance unbilled is always greater than the amount that is billed.  So the service lag --


MR. AIKEN:  Isn't that the case for all utilities?

MR. MARTIN:  I don't know.  The calculation here is the service lag, not the service period.  And those two aren't -- those two aren't synonymous.

MR. AIKEN:  Okay.

MR. RUBENSTEIN:  Can I just ask?  I know we're going to a break.  Just to follow up on this, when Randy asked you what is your definition of a service lag, is that your definition, as in Oshawa, or is that E&Y's definition of a service lag?

MR. MARTIN:  It's -- no, we discussed how to come up with the service lag.

I would suggest it is E&Y's, but we agreed with it.

MR. RUBENSTEIN:  So --


MR. MARTIN:  We had a discussion around it, because the service lag is -- the service lag is unique.  It's not every business has a service lag like us.  So we had to have a discussion around:  How do we calculate that service lag?  So, I mean, I'm not couching it.  I mean, in the case of this one, there had to be a discussion.  We had to educate E&Y to a certain extent on how the service lag -- how the unbilled component works.

MR. RUBENSTEIN:  Okay.  Thank you.

MR. MARTIN:  Yes.

MS. LEA:  Can we take a break now, please, not for a personal reasons, you understand, but just for the general good of the group.  Thank you.

[Laughter]

MS. LEA:  Is ten minutes sufficient?  Do we need 15?  Ten past 3:00.  Thank you.
--- Recess taken at 3:01 p.m.
--- On resuming at 3:25 p.m.

MR. THIESSEN:  Okay, shall we get started?  Randy was going to continue his questioning.

MR. AIKEN:  Okay, I am looking at the response to 2-Energy Probe-22.  The problem I have with the response is that it doesn't provide the information that I was requesting.

So my first question is: how soon after the end of the month do you get the invoice from the IESO for your cost of power?

MR. SAVAGE:  I think it's 14 days.  Does that sound right?  Or at least that's when we pay them.

MR. AIKEN:  Okay.  So that is when you pay them, 14 days -- in other words, on the average of the 14th of the month?

MR. SAVAGE:  Yes.

MR. MARTIN:  But, sorry, Randy.  But the IESO payments are complicated by margin calls.  So we have typically in high consumption months, we would – well, the numbers are down now.  But if you went back to 2012, for example, we could have biweekly payments to the IESO.

Now, in 2013 and in 2014 -- 2014 is better, because they have softened the rules a little bit.  But it is complicated a bit.  The time frames are complicated by -- we're not always making one payment to the IESO.  So they need to be -- they were factored in.

MR. AIKEN:  Then could you provide the response to the questions where I said:  "Provide a table that shows for each month of 2012 and 2013 the amounts billed and paid to the IESO, along with the payment date associated with the invoice"?  That's part (b) of the question.

MR. MONDROW:  In respect of – maybe, Randy, if you don't mind, to the extent that the margin calls and the payment for consumption are different -- I assume, Randy, you're interested in the latter as opposed to margin calls?

MR. AIKEN:  Well, I am looking at the standard table that is always used to calculate the cost of power lead expense.

MR. MONDROW:  Which would not be associated with the margin calls per se.

So if we clarify the question, or state the question as providing a table for each month for each of the years 2012-2013 of the amounts billed and paid to the IESO on account of consumption, to distinguish that from margin calls, is that something that can be done relatively simply?

MR. SAVAGE:  Yes.  Now, what that is the important question here?  Is it the payment date?  Like, does the fact that it is paid on the same day every month have any impact?  Or is it really the different amounts that interest you?

MR. AIKEN:  It is both, because you would do a weighted average number of days, weighted by the costs you're paying each month.

MR. SAVAGE:  If the payment date is the same every month, what impact does that have on the weighted average?

MR. AIKEN:  Well, are you confirming that you pay on the 14th of each month, regardless of whether it is a weekend or whatever?  That's when the money gets transferred to the IESO?

MR. SAVAGE:  If it's a weekend, it may impact it, yes.

MR. MARTIN:  So part B, we can undertake.

MR. MONDROW:  That will be undertaking 1.9.
UNDERTAKING NO. TC1.9:  to respond to part (b) of 2.0-Energy Probe-22 in respect of consumption

MS. LEA:  It will be T C1.9.  But do we understand what the undertaking is?

MR. MONDROW:  It is to respond to part (b) of 2.0-Energy Probe-22 in respect of consumption.

MS. LEA:  Thank you.

MR. MONDROW:  Is that okay, Randy?

MR. AIKEN:  Yes.

MR. MONDROW:  Welcome back, Jennifer.

MS. LEA:  Yes, pardon me for my absence.  Thank you for your indulgence.

MR. AIKEN:  My next question is on 2-Energy Probe-25, part (c).  This is the communications lag, and the table provided in the response shows a lag of minus 0.07.

My first question is: is that for 2012 or 2013, or both years?

MR. MARTIN:  It looks like it is just 2013.

MR. AIKEN:  Okay.  Then can you explain how this figure, the minus 0.07, relates to the figures in table 11 in the working capital study that are minus 13.48 days in 2012 and minus 12.76 days in 2013?

MR. MARTIN:  No.  I'll have to take an undertaking for that.

MR. AIKEN:  Okay.

MR. MONDROW:  That will be TC1.10.

MS. LEA:  1.10, yes.
UNDERTAKING NO. TC1.10:  to reconcile part (c) to table 11 of the study in the response to 2.0-Energy Probe-25

MR. MONDROW:  Are you clear on the undertaking?

MR. MARTIN:  Let me just -- so I am reconciling response to part (c) 2.0-Energy Probe-25, I am reconciling part (c) to table 11 of the study.  Is that correct?

MR. AIKEN:  Yes.  Now the next part, still on 2-Energy Probe-25, is going to be about the response to part (e).  But I want to look at the response to part (g), so you can see what I'm looking for.

In the response to part (g), you have the invoice amount, the weighted days, the weighted average days, and then you do the adjustment of 15 days for the service period to come up with the total lag days, or lead days in this case.

So then when I go to part (e), which is your vehicle expenses, I see the same thing; the invoice amount, the weighted days to pay.  So that's the invoice date to when you pay it.  Why is there no adjustment of 15 days?

In other words, are we missing the service date to the invoice date?

MR. SAVAGE:  I assume it has something to do with the fact the rent payment -- I don't remember off the top of my head the dates, but typically there would be an element of advanced payment for the rent.

The vehicle expenses would always be paid in arrears.  So I am guessing it has something to do with that timing.  And the minus 15 looks like mid-month point.

MR. AIKEN:  Yes.  I'm just wondering, like if you're renting a vehicle for a month or for a 30-day period --


MR. MARTIN:  Sorry, these aren't rental vehicles.  These are maintenance costs and the like.

MR. AIKEN:  Okay.  So who do you get the invoice amount from?  The local garage, or whoever you take the work to?

MR. MARTIN:  Yes.

MR. AIKEN:  And do you get the invoice --


MR. MARTIN:  After the work is done.

MR. AIKEN:  -- on the day the work is done?  Okay, then that explains it.  Fine.

MR. MARTIN:  Yeah, yeah.

MR. AIKEN:  Okay.  You will be happy to know this is my last question on Exhibit 2, if I can find it, 2-VECC-18.  And my question is:  Can you please provide a list of all of the working cash allowance studies completed by the authors of your study for regulated electricity or natural gas distributors or transmitters, and, in doing so, can you please identify the utility and any file number for any associated regulatory proceeding?

MR. MONDROW:  Do you want anywhere in North America?

MR. AIKEN:  Yes.

MR. MONDROW:  Do you want anywhere in the world?

MR. AIKEN:  North America is good.

MR. MONDROW:  Do you want a time frame?

MR. AIKEN:  Yes.

MR. MONDROW:  Could you give us the time frame?  From when to when?

MR. AIKEN:  The last three years.

MR. RUBENSTEIN:  Sorry, Randy, I have a similar question.  I just wanted to clarify your undertaking to see if it's what I was going to ask.  Is that for E&Y, generally, or the people who have done this study?

MR. AIKEN:  I said for the authors of this study, meaning the three people mentioned in the response to 2-VECC-18.

MR. RUBENSTEIN:  Okay, yes.  Thank you.

MR. MARTIN:  Now, I don't mind.  We can, but I am not sure -- again, if the point here is to undermine their qualifications, you know, then they have lots of experience doing working capital planning and working capital analysis.  So, I mean, it's --


MR. AIKEN:  I had heard you earlier, Phil, say you had to explain to them things like unbilled revenue.

MR. MARTIN:  That's the only one, yes.

MR. AIKEN:  I'm sorry, but somebody with lots of experience wouldn't need to have that explained to them.

I can tell you that I have seen over my last 20 years probably close to 50 lead-lag studies.  This is, by far, the worst and the least accurate I have seen or done, because I have done them, as well.

MR. MARTIN:  So I guess -- so are we proposing to do another one?  Are you proposing we do another one?  Is that the eventual --


MR. AIKEN:  We will be proposing correct numbers to use.

MR. MARTIN:  And are you going to suggest who we use, then?

MR. AIKEN:  No.

MR. MARTIN:  So then we could fall into the same -- you know, and if we use someone else and they come up with principally the same results, are you willing to pay the extra amount for the study?

MR. AIKEN:  We don't need an extra study.  We have seven studies that have been filed in the last two years.

MR. MARTIN:  So then, again, I am not sure what you're -- if we're -- if you determine that these guys aren't qualified, if that's the point of it, and if you believe the -- if you believe this study to be inaccurate -- and you're not proposing for us to do another study?

MR. GARNER:  Well, I think we're getting a little far ahead of ourselves.

MR. AIKEN:  I don't propose you do another study before the settlement conference.

MR. GARNER:  I think at least three intervenors will want to see the same information from this party, and the reason being is quite simple, is that the lead-lag study is significantly different in some aspects than pretty much other ones we have all seen.

So we're going to want to understand if this party has created other studies that look like that, for one, so we can understand have they ever done this before, and maybe we can see how they've done that before, and, you know, so that we can compare it to the studies that, you know, we're used to seeing.

I think we're getting pretty far ahead of ourselves about what that's all going to lead to.  We're not yet in front of the Board.  We're just getting the information right now, so...

MR. MARTIN:  I will ask them.

MR. MONDROW:  So can we call this TC1.11?

MS. LEA:  Yes.  Are you asking for -- what is it that you are going to ask them?  I wasn't sure --


MR. MONDROW:  Well, my notes, Jennifer, say:  To get, in respect of the three authors named in interrogatory response 2.0-VECC-18, a list of the lead-lag studies that they have prepared anywhere in North America for the last three years for a regulated utility, provide the utility name, and, if possible, the proceeding number in which that study was considered.  Does that work?

MR. AIKEN:  Yes.

MR. RUBENSTEIN:  They're going to be the one who respond to this so I just want to make sure it is clear, because I think it was slightly different.  It was regulated electricity or natural gas distributor, am I correct, because other places regulate other things?

MR. MONDROW:  Okay, that's fine.

MR. AIKEN:  Yes, that's fine.

MS. LEA:  TC1.11.
UNDERTAKING NO. TC1.11:  TO PROVIDE, IN RESPECT OF THE THREE AUTHORS NAMED IN INTERROGATORY RESPONSE 2.0-VECC-18, A LIST OF THE LEAD-LAG STUDIES THAT THEY HAVE PREPARED ANYWHERE IN NORTH AMERICA FOR THE LAST THREE YEARS FOR A REGULATED ELECTRICITY OR NATURAL GAS DISTRIBUTOR PROVIDE THE UTILITY NAME, AND, IF POSSIBLE, THE PROCEEDING NUMBER IN WHICH THAT STUDY WAS CONSIDERED.

MR. AIKEN:  I am moving on to Exhibit 3, and my first question deals with the response to 3-Energy Probe-30 and 3-Energy Probe-33.  And there were a number of tables requested to be updated to reflect actual data for 2014.  And my question is:  Are those tables that I requested found in the spreadsheet that ends with run number 2 that has a load forecast in it?

MR. MARTIN:  Sorry.  So, Randy, on 3 --


MR. AIKEN:  3-Energy Probe --


MR. MARTIN:  EP-30.

MR. AIKEN:  Yes.

MR. MARTIN:  No, I will provide that.

MR. AIKEN:  The same thing with 3-Energy Probe-33.  There were a number of tables there and the response was the same.

MR. MARTIN:  33?  We will undertake that, as well.  So I think we can capture that as the undertaking will be to respond to 3-EP-30 and 3-EP-33.

MR. AIKEN:  Yes, thank you.

MS. LEA:  That is 1.12.

MR. MONDROW:  1.12.

MS. LEA:  TC1.12, thank you.
UNDERTAKING NO. TC1.12:  to UPDATE the TABLES IN 3-ENERGY PROBE-30 AND 3-ENERGY PROBE-33 TO REFLECT ACTUAL DATA FOR 2014.

MR. AIKEN:  My next question doesn't really refer to a specific IR response but, in general, the load forecast.

My understanding is, by looking at the revenue requirement work forms, your revenue forecast has changed.  Does that mean that you are proposing changes to the volumetric forecast, either the kilowatts or the kilowatt-hours, as a result of any interrogatory response or updates?

MR. MARTIN:  Sorry, Randy, I missed the first part of that.  Sorry.

MR. AIKEN:  When I look at your revenue requirement work forms, it looks like your revenue forecast, distribution revenue has changed from your original filing.  So my question is:  Have you updated your load forecast?

MR. MARTIN:  Oh, yes, we did.  So in response to some of the interrogatories which pointed out errors in the load forecast, we've corrected those.

MR. AIKEN:  And is that load forecast the one that is provided in the Excel spreadsheet that ends with run "2"?

MR. MARTIN:  Yes.

MR. SAVAGE:  And Randy, in the revenue requirement work form model, there's a tab at the back, tab 10, which itemizes the changes.

So, for example, many interrogatories asked for updates to 2014.  So, essentially, at the beginning of the schedule, you have the numbers as filed.  Then we show the changes for 2014 actuals, and then the changes for other specific interrogatories.  So it is tab 10 in each file.

MR. AIKEN:  Yes.

MR. MARTIN:  And just to clarify.  So we did update the load forecast for a couple of things.  The interrogatories asked for -- had pointed out an error in the allocation, but we also updated it for new CDM information, and we also updated it for actual 2014.

So if I started it in an orderly fashion, we populated actual results for 2014.  We adjusted the CDM, because we now have a CDM plan for -- that was submitted to the IESO around May 1st, and we made a correction, and I believe it was Chamber of Commerce that pointed it out.  We made a correction to the energy model relative to one of the groups.

MR. AIKEN:  My next question is on 2-Energy Probe-35.

MR. MARTIN:  Two or three?

MR. AIKEN:  Sorry, 3.  I got stuck on 2 too long.  3-Energy Probe-35.

In the response to part (c), you provide the table with the adjusted forecast numbers compared to the original application.  And these numbers are different than your updated forecast that we just talked about in run 2.

So a couple of questions here.  First of all, in this response to part (c), what unemployment rate was used in the forecast and, specifically, when you look at the -- I am looking at the run 2 spreadsheet and in the economic indices page or tab, there are two sets -- actually three sets of unemployment numbers in columns C, G and M.

I'm wondering which of those -- which of those three sets of numbers were used to generate this forecast.

MR. MARTIN:  Right.  So we used the most recent ones, which would be the farthest column to the right.

MR. AIKEN:  Column F.

MR. MARTIN:  Which would be April something.

MR. AIKEN:  Okay.

MR. MARTIN:  And the reason why the results here do not line up with what ended up being filed is that I had produced this table before making some of the other adjustments.

So the new rates, the unemployment rates are also in the new load forecast, or the most recent unemployment rates.

MR. AIKEN:  Yes, okay.  I understand that.

MR. MARTIN:  Yes.

MR. AIKEN:  So can you provide the live Excel spreadsheet that results in this forecast?

MR. MARTIN:  Sorry, that results in this table?

MR. AIKEN:  Yes.

MR. MARTIN:  So we want to go backwards, take out the other adjustments?

MR. AIKEN:  Well, no, you can leave the other adjustments in, if you want.

MR. MARTIN:  How about I update this table?  Do you want me to just update this table?

MR. AIKEN:  But my understanding is that the main difference between this table and your original forecast was in the fact that in your original forecast and in your update, your unemployment rate forecast is the last actual, and it's at that level for the five years.  Whereas this one asked you, I believe, to use the forecasted values --


MR. MARTIN:  Oh, sorry.  Okay.

MR. AIKEN:  So maybe what you could do is --


MR. MARTIN:  Yes, I could.  I actually have -- I have recast the load forecast on that basis, which I can provide and I can give you -- I know that the order of magnitude on that is that it increases the consumption by about 0.2 percent in 2015, and it ratchets up to about 1.7 percent increase to purchase.

I can give you the live spreadsheet.  I haven't provided it yet, because you also asked about the impact on revenue deficiency, which I haven't calculated that part yet, okay.

MR. AIKEN:  If you could give me a live spreadsheet that starts with run 2 and changes the unemployment forecast, but leaves all of the other changes -- the CDM, the LEDs, even the customer growth numbers I think are changed because it also incorporates 2014 actuals, I believe.

MR. MARTIN:  Correct.

MR. AIKEN:  Even your degree days are different.

MR. MARTIN:  Yes, you're right.

MR. AIKEN:  Because of the trend.

MR. MARTIN:  Yes, I can.

MR. MONDROW:  That will be TC1.13.

MS. LEA:  1.13.

MR. MONDROW:  To provide a spreadsheet that starts with run 2, but changes --


MR. AIKEN:  The employment forecast, whatever the number is, the unemployment forecast.

MR. MARTIN:  Just so I have it clear.  So we have locked in the unemployment forecast based on the most recent, and you want me to use the Conference Board of Canada's forecast for the whole period?

MR. AIKEN:  Yes, yes.
UNDERTAKING NO. TC1.13:  To provide a spreadsheet that starts with run 2 usING the Conference Board of Canada's UNEMPLOYMENT forecast for the whole period

MR. AIKEN:  The next question is 3-Energy Probe-37.  And this, I believe, deals with other revenues and -- or other revenues, mainly.

The first question I have -- the updated figures for 2014 show an increase of about 108,000 in account 4235, $116,000 in account 4360, and $40,000 in account 4390 as compared to the forecast.

And my question is: what is the reason for those three specific increases?  Your other forecasts are basically dead-on, but those three came in -- I think it is significantly higher.

MR. MARTIN:  Sorry, Randy, which ones?

MR. AIKEN:  Account 4235, where there is an increase of $108,000 from forecast, account 4360 which is up $116,000 from forecast, and account 4390, which is $40,000 over forecast.

[Witness panel confers]

MR. SAVAGE:  So as far as 4375 and 4380, yes, we do include the CDM activities and the --


MR. AIKEN:  Sorry, I haven't gotten to those yet.  At 4235 - 4360 and 4390.

MR. SAVAGE:  Which interrogatory is this?  Sorry.

MR. AIKEN:  3-Energy Probe-37.

MR. MARTIN:  Let's go one at a time.  What is the first one?

MR. AIKEN:  Account 4235.

MR. SAVAGE:  I am looking at 3-Energy Probe-37.

MR. MARTIN:  He's adding to this.

MR. SAVAGE:  That's not there.

MR. AIKEN:  I'm comparing -- yes, that $108,000 difference is not there.

I'm comparing the table with the actuals to the table with the forecast for 2014 in the original evidence.

[Witness panel confers]

MS. LEA:  One option is for you to look at this overnight and come back with an answer tomorrow.  I know Randy is going to be on the phone, but --


MR. MONDROW:  We're not sure what we're looking at.

MR. MARTIN:  I don't believe we would be able to do it overnight.

MS. LEA:  It is a reconciliation of differences between the original filed evidence and this interrogatory for certain accounts.  That's what I understand the question to be.

MR. AIKEN:  Yes.

MR. SAVAGE:  I can tell you for 4235, the forecast collection charges were significantly lower; it’s predominantly collection charges.  I can't tell you why, but that was the main culprit.

MR. MARTIN:  So we will have to take it as an undertaking because we want to know why, if that's possible.

MR. MONDROW:  Is that enough to know --


MR. MARTIN:  Pardon?

MR. MONDROW:  I was going to ask Randy, in respect of 4235, is that to know that the collection charges were lower than forecast, or do you need a reason for that?

MR. AIKEN:  I think a reason would be helpful.

MR. MONDROW:  Okay.  So the first account is 4235, and what is the next one?

MR. AIKEN:  4360, and then 4390.

MS. LEA:  That will be TC1.14.

UNDERTAKING NO. TC1.14:  to explain the reason for increases in accounts 4235, 4360, and 4390 as compared to the forecast

MR. AIKEN:  Maybe as part of that undertaking would be the second part of it, and that is the figures shown in tables -- yes, tables A and B in the interrogatory response, the bottom line numbers, the total other distribution revenue are slightly lower than that shown in the revenue requirement work forms.

Can you explain what that difference is?

MR. MONDROW:  We're okay with that undertaking?  You guys have it.

MR. MARTIN:  Yes, I think we do.

[Witness panel confers]

MR. AIKEN:  Staying on this same schedule, but now going to accounts 4375 and 4380, the response to part (a) -- and I think, David, this is where you were looking before -- says that the revenues from CDM of $1,042,995 and there is costs of $850,000 in costs in 4375 and 4380 respectively.  What year was that for?  Is that 2014?

MR. SAVAGE:  Yes.

MR. AIKEN:  Okay.

MR. SAVAGE:  There obviously are timing differences depending on when the OPA provides funding, and also some of the expenses we incur for programs, they can overlap years.  But 90 percent of it, the majority of it would be 2014.

MR. AIKEN:  So then when I look at tables A and B again, and we have your revenue from CDM save a million dollars in whatever year it is, but when I look at tables A and B, I see in account 4375 revenues from non-utility operations for 2015 and beyond wherein the 2.3 -- well, every year is the same.  It's 2.376 million.  The expenses in the following line are 2.369 million.  So there is like a $7,000 margin.

My question is:  What other than CDM is in there, because it looks like the CDM is maybe roughly half of it?   And if you're making money on CDM, are you losing money on whatever else is in there?

MR. SAVAGE:  Yes.  In the forecasts we're not making any money on CDM.  The revenue equals the cost, because we're not forecasting any incentive earnings from CDM.

MR. AIKEN:  Okay, I understand that.

MR. SAVAGE:  So the only -- typically from miscellaneous jobbing work, which is a small amount every year, we earn a small profit.  We don't go out of our way to, but typically they're small jobs, and historically we've made a small margin on them.  So...

MR. AIKEN:  So what you're saying is that that million dollars in CDM revenue is not representative of what you have put in the forecast because, like I say, there is 2.376 million in revenue and only about a million of that seems to be coming from CDM.  And that's why I'm wondering what other than CDM is in those revenues and costs.

I understand the jobbing and the small margin, but is there something else in there that, you know, is about a million dollars a year or something?

MR. SAVAGE:  No, there's not.  I think there may be a double-count in this table.

MR. AIKEN:  But the net result --


MR. SAVAGE:  The net result is zero, yeah.

MR. AIKEN:  Okay, that's fine.  The response to 3-VECC-25, this is related to the loss factor you used to convert the purchase forecast to billed forecast.

It says -- in the response to part (b) it says data for the years 2003 to 2005 is not available, because it was requested that the loss factor be calculated over the same period as the equation was estimated.

And like I say, the response says the information is not available for those years, but when I look at the spreadsheet and go to the sheet where the loss factors are shown, there are loss factors there for those years.

Why can't those loss factors in the spreadsheet be used?

MR. MARTIN:  So we don't believe they're reliable.  We used the purchase data in the load forecast because the purchasing information we do believe is reliable.

If you look at the new model for the -- in the energy model tab, you will notice that we don't use 2003 or 2004 in the calculations for the main or the averages, et cetera, because they don't make sense to us.

So we don't actually -- we don't actually use the loss factor for those two years, effectively.  We use it -- we use the purchases simply for the regression purposes.

MR. AIKEN:  Okay.  Moving on to Exhibit 4, 4-Staff-31 and the May 13th update.  And I may just be looking at these numbers incorrectly, but my question is:  What is the difference between the figures shown in the May 13th update in the table under item 3 in that letter?  And the example I give is in 2015 it shows $119,000/  This is, I think, for pension costs.

MR. SAVAGE:  Post retirement?

MR. AIKEN:  Yes, yes.  So there is a figure of $119,000 in that May update for 2015, but the increase shown on the response to the interrogatory at the bottom of the response in part (a) there, you see is $59,047 for 2015.  And I believe the numbers in all of the years are different.

MR. SAVAGE:  The $59,000 would represent the difference -- oh, I see.

MR. MARTIN:  Is that from the 2014 update?

MR. SAVAGE:  Yes.

MR. MARTIN:  Some are modelled, right.

MR. SAVAGE:  Yes.

MR. AIKEN:  If you could just take that away and --


MR. SAVAGE:  Sorry, just to be clear, the $59,000 is the net increase expense on an annual basis, but your question is comparing 169 to 119?

MR. AIKEN:  Yes.  The 119 is in your May -- wherever it was, May 13th update.  There is a table there that shows all of the changes you made to the revenue requirement or the deficiency, and one of the line items is an increase of $119,000 in 2015.  The other --


MR. MARTIN:  The other -- yeah, the other amount -- so the $119,000 is specific to the post-retirement benefits.  We obtained a valuation that provided us with a forecast and we put the new forecast in.

The difference is in the results from the 2014 update.  So you don't see it specific to an update to OM&A, because some of the budget items are basically an inflation rate, per se, on what your actual expenditures are.

So '14 changes, it would make -- it would make changes to the forecast thereafter.  So the difference comes -- the difference really stems from the 2014 update.

So the OM&A expenses would have -- the forecast OM&A changes -- forecast for OM&A would have changed as a result of updating 2004 to actual results.

MR. AIKEN:  In your updated forecast, the OM&A has been increased by how much for this?  Is it the 119,000 or the 59,000?

MR. MARTIN:  It would be 59.  So it would be increased 119,000 for the post-retirement benefits, and there would have been a reduction to OM&A resulting from the 2014 update, which would have netted to the 59,000.  That's why you don't see it in the table, because it is embedded in the -- the 2014 update created a bunch of changes.

MR. SAVAGE:  I think what complicated that was the way we forecast the balance sheet amount in the first -- in the initial submission.  The second submission forecasts the balance sheet amount changing every year.  Then if you flow that through the tax calculations, you get a change in PILs.

So the $119,000 is partly the 59,000 that we mentioned, but there is another 60 or so for tax.

And, yes, I mean the revenue requirement work form shows it nicely, if you look at tab 10.

MR. AIKEN:  Okay.

MR. SAVAGE:  Yes.

MR. AIKEN:  My next question is on the response to 4-Staff-32, where you list the one-time regulatory cost included in the application.

Can you provide the costs for each of these studies as listed there?  I think we just have the total cost of $434,000.

MR. MARTIN:  You want it itemized?

MR. AIKEN:  Yes.

MR. MARTIN:  Yes, we can do that.

MS. LEA:  Sorry.  The question was do you want it annualized?

MR. MONDROW:  No, itemized.

MR. MARTIN:  Now, I just want to -- I want to just reserve that.  Are we running into any confidentiality issues?

MR. AIKEN:  If we do, would you file it on a confidential basis?

MR. MARTIN:  Okay, all right.  Sure.

MS. LEA:  That would be TC1.15.
UNDERTAKING NO. TC1.15:  TO provide Itemization of the costS of studies that exceed $100,000 in 4-Staff-32, subject to confidentiality caveats, if necessary

MS. LEA:  Itemization of the costs of the studies in 4-Staff-32, but with the caveat respecting confidentiality.

MR. LABRICCIOSA:  Is there a quality question that relates to that request?  Is there a concern that the quality of the reports are suspect, in terms of trying to itemize costs?

I guess I am trying to get a sense for -- in that request, is there a line of questions or concerns about the reports conducted?

MR. AIKEN:  No.  It is to be able to compare them to costs of other studies from other utilities for similar work.  It's to benchmark the cost of the studies.

MR. MARTIN:  Yes, that's why I'm wondering about the confidentiality aspect of it, because it puts --


MR. MONDROW:  Yes, the authors might not want the price agreed to with Oshawa to be broadcast to everybody else.  It doesn't mean we don't file it.  It means we file it in confidence.  I’ll have to think about that.

I guess I am more interested in Ivano's question, which is what's the concern?  Is there going to be proposed disallowance?  Are you trying to build a record for future applications by other applicants?

I am trying to figure out what this has to do with the requested rates and associated revenue requirement.

MR. AIKEN:  Well, it is a significant cost, $434,000 that ratepayers are paying for.

MR. MONDROW:  Each of the costs isn't material.  There is a materiality threshold here.  So if any one of these are over that materiality threshold of $100,000, it is a legitimate question.

MR. AIKEN:  If they're not material, then I am sure the utility will be happy not to ask for them in their revenue requirement.

MR. MONDROW:  Well, no.  That is not the issue, Randy.

MR. AIKEN:  Well, it is for ratepayers.

MR. MONDROW:  Sorry, hold on.  The Board has directed that questions should be in respect of items that present material costs, and the materiality threshold we're using, which actually exceeds the calculated materiality threshold, is $100,000.

So any individual item less than $100,000 is ab initio not relevant, unless you can identify why it would be relevant.

MR. AIKEN:  Then I will modify it, and give me the costs for all studies over $100,000.

MR. MONDROW:  Okay.

MR. AIKEN:  Which, by implication, is every other study that is not material in cost; correct?

MR. MONDROW:  Individually, yes.

MR. AIKEN:  Okay.

MS. LEA:  So we're modifying that undertaking 1.15 to say that you wish the costs of studies that exceed $100,000, again subject to confidentiality caveats, if necessary.

MR. AIKEN:  Yes.


MR. MARTIN:  Sorry, I could answer that now, because there wouldn't be any of them.  But --


MS. LEA:  None of them --


MR. MARTIN:  -- we will confirm that.

MR. MONDROW:  So, Randy, the issue with the Board's direction is not that the utility doesn't get to recover any costs, the individual items -- any individual costs less than $100,000.

The caveat is:  Parties, let's have an enquiry that is commensurate with the materiality threshold for that utility, as opposed to spending a day doing $50,000 line items; that is the direction.

So I am not agreeing with the proposition that any individual items under $100,000 get taken out of revenue requirement.  That is not the point of the direction from the Board.

MR. RUBENSTEIN:  Ian, I don't want to argue about this, but this is within the materiality threshold.  The larger dollar amount, the total which is in the application, is material.

And essentially, Randy is seeking a breakdown of that material cost.

MR. MONDROW:  I understand.  But to what end, Mark?

MR. RUBENSTEIN:  To make some determination if that material cost is prudent.  That's what we're here to do.

MR. MONDROW:  We have the undertaking, so let us think about that.  So let's keep the undertaking on the record; itemization of cost of studies listed subject to confidentiality caveats.  And if we want to take a position on materiality, we will do that in response.

MS. LEA:  Thank you.  So at this time you are not including the over $100,000 --

MR. MONDROW:  No.  I think that would be part of our response, if we deem it ultimately to be appropriate.

MS. LEA:  Okay, thank you.

MR. AIKEN:  Next question is on 4-Energy Probe-40 and again, unless I have missed it, the table referred to in the response to part (c) has not been provided.

So could you please update or provide the table 4-7- updated with 2014 actuals?

[Witness panel confers]

MS. LEA:  TC1.16.
UNDERTAKING NO. TC1.16:  To provide a response to part (c) of 4-Energy ProBe-40


MR. MONDROW:  Sorry, I am trying to find it first.

MR. MARTIN:  Sorry, 4-Energy Probe-40?

MR. AIKEN:  Yes.

MS. LEA:  Page 2.

MR. AIKEN:  Page 2, part (c).  It says:  "Below is table 4-7, updated with 2014 actuals."  And then there is no table below it.

MR. MARTIN:  Got it.

MR. MONDROW:  Yes, we will complete the response to part (c).

MS. LEA:  1.16, thank you.

MR. AIKEN:  Then if you go back to the table in response to part (a), can you explain to me how the OM&A costs in the last three lines are calculated?

And I will tell you why I am confused.  If you look at the 2009 test year column, and the OM&A costs shows $11,952, that's a decrease from the previous year of $12,057, even though we have an inflation rate of 1.45 percent.

And there's -- you know, the 2014 actual is lower than the 2013 actual, even though it is a positive inflation rate.

MR. SAVAGE:  Just one minute, please.

So, Randy, the number $12,029 is the equivalent of the number in the second line, the $13,269 adjusted for -- it's what it would have been under an IRM scenario at the 1.45 percent.

MR. AIKEN:  Sorry, where are you looking?  You said 12 --


MR. SAVAGE:  $12,029.

MR. AIKEN:  What column are you in?

MR. SAVAGE:  2019.

MR. AIKEN:  The number I see is $11,952.

MR. SAVAGE:  Okay.  So the $11,952 is the equivalent of $13,183 or -- if you go back to 2013 as a starting point, the 2013 actuals, and then inflating that every year at the inflation percentages shown, the 1.45s.

MR. AIKEN:  That's the problem.  If you start with 2013 actual of 11,090, it's being deflated to 10,919, and that's not a negative inflation rate.  It shows an inflation rate of 1.55 percent in 2014.  It's gone down in 2014.

MR. SAVAGE:  Right, but each amount -- so just the 11,952 is the 13,183 adjusted for inflation, as I've said.

Similarly, if you look in the 2018 column, the 12,057 equates to the 13,110 using the same inflation rates.

MR. AIKEN:  Well, okay.

MR. SAVAGE:  I can take it as an undertaking just to try to articulate it.

MR. AIKEN:  Yes, because I want to understand the link between the 13,183 and the 11,952 that you start off with.

MR. MARTIN:  Because there are other -- there are other things going on.  So as we're hiring people for succession planning and people are retiring, et cetera, I think that is embedded in both numbers, right?

MR. SAVAGE:  Yes.

MR. MARTIN:  So it's not simply a mathematical equation.  It is taking what is actually happening operationally and adjusting that.  So in the top number, that is our -- that's our actual forecast.

MR. AIKEN:  That's right.  I understand that part, yes.

MR. MARTIN:  That forecast would take into account a number of things, including inflation, but a number of other things.

We've taken those other operational activities and embedded it in the bottom line, as well, but instead of adjusting it by -- instead of -- by things like collective bargaining agreement, we've adjusted it by the 1.45.  That is the high-level answer.

MR. SAVAGE:  The intent was to show the -- so in the top half of the table, it shows the OM&A per customer for a given year.  The bottom half, the intention is to show what that OM&A per customer is, eliminating inflation, so if you were to go back in time.

MR. AIKEN:  Yes.  So if you can provide a table that shows how the OM&A costs in that second-last line in each of those years was calculated, that, you know, you would have a certain number plus the 1.45 percent, minus something, plus something else, that would be helpful as to how those numbers were derived.

MR. MONDROW:  That would be TC1.17?

MS. LEA:  Yes, 1.17, that's right.

MR. MONDROW:  That is to show -- to illustrate the calculations for the OM&A costs in the second-last line of the table in response to part (a).

MR. AIKEN:  Yes.

MR. MONDROW:  Okay.
UNDERTAKING NO. TC1.17:  TO ILLUSTRATE CALCULATIONS FOR THE OM&A COSTS IN THE SECOND-LAST LINE OF THE TABLE IN RESPONSE TO PART (A) OF 4-ENERGY PROBE-40.

MS. LEA:  Randy, do you have an estimate as to how much longer you might be?

MR. AIKEN:  Hopefully I won't be much longer.  I do have questions on Exhibits 5, 6, 7 and 8, but only one or two in each, I think.  But I do have some more on Exhibit 4.

MS. LEA:  Okay.  Well, I would like to finish between 4:30 and quarter to five.

MR. GARNER:  While we're on administrative things, because if we do finish, there is one request I would have of the applicant.

We provided questions in writing for Exhibits 3 and 7 and 8.  They were done by Mr. Harper, who is unfortunately in Winnipeg and on another case and couldn't be here.

So my request to you is if you have any -- I will only read those into the record tomorrow and listen to your answer.  If you have any questions as to what he is trying to get at, I would appreciate to get them today, and I can communicate to him if there is anything you need to know about the questions he gave me.

MR. MONDROW:  Hold on.  I am not sure we're going to do that, Mark.  Those questions actually aren't clarification questions.  They seem to us, and certainly to me, to be additional interrogatories.  We're not prepared to take another 20 or 30 additional interrogatories at this point.

So what I was going to suggest for Bill or Mike Janigan or whoever was going to be here, so I will suggest it for you, is if you want to go through them to the extent they're seeking clarification to responses given to interrogatories asked, you know, the witnesses will try to do that.

To the extent there's a request for new additional work that is not related to a previous interrogatory, we will have to consider that and perhaps take it under advisement, and we will see what we can do.  But I am not sure we're going to entertain another round of interrogatories.

MR. GARNER:  Okay.  We were trying to be helpful, but I understand your concern.

And, again, I would still -- it still stands, though, if there is something you don't understand with the question, if you can communicate that with me, I can then talk to Mr. Harper and try and clarify it.  But I understand what you're saying, Ian, about answering them or not.  We will deal with that tomorrow.  Thanks.

MR. MARTIN:  I can answer.  We have gone through them.  I think we understand the questions, so we're good, yes.

MR. GARNER:  Thank you.

MS. LEA:  Thank you.  Randy.

MR. AIKEN:  Next question, 4-Energy Probe-43.  This is the cost driver table provided in response to part (a).

I am not sure whether the figures in this table reflect your updated OM&A forecast or not, and the reason I am not sure if they do is because, when you go to the revenue requirement work forms and add up the OM&A, the property tax, and the other, which I think is LEAP expenses, I get different totals than what is at the bottom of this table for each of the years.

So my request is:  Can you update this cost driver table to reflect your updated OM&A forecast?

MR. SAVAGE:  Yes.

MR. AIKEN:  Okay.

MS. LEA:  TC1.18.
UNDERTAKING NO. TC1.18:  TO UPDATE COST DRIVER TABLE IN 4-ENERGY PROBE-43, PART (A) TO REFLECT UPDATED OM&A FORECAST.

MR. MONDROW:  Just give me one minute, Randy, if you could.  So the request is to update the table provided in response to part (a) to reflect the updated OM&A forecast?

MR. AIKEN:  Yes.

MR. MONDROW:  Okay, thanks.

MR. AIKEN:  Next question I have is on 4-Energy Probe-45, and I may not -- I may just not be understanding the answer, so I will make the question as compact as I can.

Do any of the management costs paid by OPUCN to OPUC include an amount related to the OPUC board of directors?  In other words, are there any costs in your OM&A, through the management fee or elsewhere, that are board of directors' costs for your parent company?  That's the question I was trying to -- or that I was trying to get at.

MR. MARTIN:  No.  So the amount that's allocated is an amount that was prescribed back in 2008.

We have eight board members on OPUCN, and some of those board members are board members -- make up the board for OPUC, but we don't charge OPUCN for 100 percent of the costs of OPUC, so...

MR. AIKEN:  The next question is in reference to 4-Energy Probe-52.  The first question is:  When will Oshawa be filing its 2014 PILs filing?

MR. SAVAGE:  At the end of June.

MR. AIKEN:  Okay.

MR. SAVAGE:  Yes.

MR. AIKEN:  Can you provide a revised table 4-57 for 2015 through 2019 that reflects the updated capital expenditure forecast?  So this is the CCA calculation -- or, better yet, file the appropriate PILs spreadsheets that reflect the updated capital expenditures.

[Witness panel confers]

MR. MARTIN:  Sorry, Randy.  We have a table there.

MR. AIKEN:  Yes.  What I am looking for is -- because your capital expenditures have changed, so your CCA numbers are going to change in 2015-2019.

MR. MARTIN:  Okay.  So in addition to --


MR. AIKEN:  I was wondering if you could file the PILs spreadsheets that include this, that are consistent with your updated capital expenditures, including the changes you mentioned this morning.


MR. SAVAGE:  Yes, we will do that.  We will file all of the updated PILs schedules.


MR. AIKEN:  Yes.


MR. MONDROW:  Sorry, you will file it now?


MR. SAVAGE:  Very shortly.


[Laughter]


MR. MONDROW:  Well, after all of the undertakings are responded to?   I'm being facetious, but we should clarify what you're talking about.


MR. SAVAGE:  There have been a number of questions about the rephasing of the MS9, for example, which I think we agreed to rerun and factor into other tables and schedules.


So it is all -- it's best to do all of that at the same time, you know, including the PILs schedules.


MR. AIKEN:  That's fine with me.


MR. SAVAGE:  Yes.


MR. MONDROW:  So I think we're at TC1.19.


MS. LEA:  That is correct.


MR. MONDROW:  It is to file updated PILs schedules.

UNDERTAKING NO. TC1.19:  to file updated PILs schedules


MR. AIKEN:  Yes.


MR. LABRICCIOSA:  Can I just raise one issue?  Based on what David had just said, I mean we're going to crunch through the set of numbers.


Do you want them all itemized by the -- because there is about seven or eight of them that relate to this update.  Is there a better way to handle it, rather than separating out each table by TC number, to make this a little bit more efficient.


MR. SAVAGE:  I think in the response we can refer to whether it is a worksheet.


MR. LABRICCIOSA:  Okay.  So you will give him a set of worksheets, and say they're all in there.


MR. SAVAGE:  Yes.  Please refer to --


MR. LABRICCIOSA:  That's what I was trying to get at.  Rather than file them by TC response, the work book idea seems to be a good idea.  And then in there, we will just make references that these – there’s probably about eight or nine of them, TC references are embedded in the new work book.


MR. AIKEN:  Yes.  Just highlight where in the work book it is.


MR. LABRICCIOSA:  Okay, is that fair enough?


MR. AIKEN:  Yes.


MS. LEA:  Good with me.


MR. AIKEN:  One more question on the CCA schedule.  What is the difference in the additions shown in schedule A in the 2013 -- sorry, 2015 PILs model of roughly 13.7 million and the amount of the 14,569 shown in the response to this interrogatory?


And when I say the PILs model, I have looked at the one that you filed with the IR responses.  Is it just because that PILs model did not include the capital expenditure changes?


MR. SAVAGE:  Probably.


MR. AIKEN:  Whereas this one did?


MR. SAVAGE:  Possibly.  I would have to check.


MR. AIKEN:  That's fine.


MR. SAVAGE:  It will flesh itself out.


MR. AIKEN:  15 will correct itself when you file the update, all right.


MR. SAVAGE:  Yeah.

MR. AIKEN:  I am moving on to Exhibit 5, and the questions on 5-Staff-33, and the second bullet point says,

"The response indicates that the Board's deemed long-term debt rate would apply to affiliate funded debt and to unfunded debt."

So my first question is:  Is this a change in your proposal to have the deemed rate apply to the unfunded debt?  Because now it appears that the weighted average of rates applicable to funded debt is applied to your deemed debt both funded and unfunded.

MR. SAVAGE:  There's no change there.


MR. AIKEN:  Okay.  So where it says "plus unfunded debt", that should be removed?


MR. SAVAGE:  Well, no, I think we've always said that we would use the Board's deemed rate for unfunded debt.


MR. MARTIN:  Yes.


MR. AIKEN:  Well, are you using the Board's deemed rate or your average --


MR. MARTIN:  No.  We're using the deemed rate for any unfunded debt and any -- and we're also using the deemed rate for any affiliate-related debt.


Principally, there is a legacy loan between the parent company in OPUCN, which under the terms of that debt facility has a seven percent interest associated with it.


MR. AIKEN:  I understand that, but --


MR. MARTIN:  So we're using the deemed rate for all affiliate debt and also for any unfunded debt.


MR. AIKEN:  And so my question is: in your evidence, you calculate the weighted average cost, the weighted average rate on all of your debt, and you're using the Board's rate on the affiliate debt and the actual rates on third party debt?


MR. MARTIN:  Correct and --


MR. AIKEN:  But you're not using that number to apply to your deemed long-term debt is what you're telling me, because somewhere -- you're doing another weighting --


MR. MARTIN:  Yes.


MR. AIKEN:  -- of the deemed minus actual debt at the Board-approved rate.


MR. MARTIN:  So the difference between those two -- so the difference between the deemed debt and the funded debt, which would include affiliate debt, is also at the deemed rate.


So there may have been a update in relation to – no, I don't think there was an update.  It's always been same.  So it's always been -- and maybe I'm confusing the question, Randy.  But we've always -- so we have third party debt that has an interest rate, which we're using.


All other debt up to the deemed amount of debt attracts the Board's deemed rate of interest.  We're talking about long-term debt?


MR. AIKEN:  Yes.


MR. MARTIN:  Yes.


MR. AIKEN:  See, that -- okay.


MR. MARTIN:  That was the intent of our proposal.


MR. AIKEN:  That's why I'm confused, because when I look at your original evidence -- and I am looking at table 5-17, which calculates your cost of debt for 2019, and you've got the affiliate debt and you've got, you know, half a dozen TD bank loans, and it comes up with an average rate of 4.62 percent.  So that is on your actual debt.


That would not include the Board's deemed rate of 4.77 percent on your unfunded debt at that point in time.


MR. SAVAGE:  I think the TD loans, if you look, there is TD term loan 2012; that's an actual.


MR. AIKEN:  Yes.


MR. SAVAGE:  Term loan 2015 -- if you're looking at table 5-13 --


MR. AIKEN:  Okay.


MR. SAVAGE:  -- where it says term loan 2015, that's not actual.  That was our estimate.


MR. AIKEN:  Yes.  And I see you have used the Board's deemed rate there.


MR. SAVAGE:  Yes.


MR. MARTIN:  Sorry, okay.  I can see where the confusion is.  So that is actually, at this point in time, unfunded.  It is a projected amount, so we don't have -- we don't have a rate to replace the Board's rate at this time for that.


MR. AIKEN:  Okay.  Then what I'm talking about is -- I will go back to 2019 where you have roughly 54.5 million in actual or forecasted debt that would be funded, and that's at 4.62 percent is the weighted average of all of that.


And then on your deemed debt, your deemed debt for 2019 long-term debt is 74 and a half million.  So the difference between your 74 and a half million deemed and your 54 and a half actual and forecasted funded debt, that 20 million, you're not using 4.77 percent.  You're using the 4.62 percent, which is the weighted average of your forecasted actual debt -- which is a good thing as far as I'm concerned, because I think that's what the Board has told other parties to do, that you do not apply the Board's deemed rate to the difference between the deemed long-term debt and the funded, and the funded being what you actually have, plus what you are forecasting to borrow.


MR. SAVAGE:  Yes, I think that makes sense.


MR. AIKEN:  And I think that is what you're doing.  I thought this was going to be an easy confirmation, but I think we're there, because the 4.62 is used for the full 75 million, which is your weighted average of your actual and forecasted debt that you are going to issue.


MR. SAVAGE:  There's notional calculations, aren't they?

MS. LEA:  We can't hear you.

MR. SAVAGE:  I'm sorry.  I'm not sure it is important.  I think we're doing it correctly as far as we know, and you agree?

MR. AIKEN:  Yes.  I thought you were until I started asking these questions.

[Laughter]

MR. SAVAGE:  Now you think we're not?

MR. AIKEN:  Well, when the response says the Board's deemed rate is applied to affiliate-funded debt, plus unfunded debt, but I understand now your definition of unfunded debt is debt that you plan on funding as part of your forecast.

It's not unfunded debt, being the difference between the 75 million and the 54 million that you forecast you will have.

MR. SAVAGE:  No, that's not what we mean.

MR. AIKEN:  Okay, then that's fine.

5-Staff-33, again, I guess.  And I just want to walk through an example of the annual adjustment that you are proposing, and so I want to use 2018 as the example.  This is table 5-16 in your original evidence.

And we've partially gone through this.  The first line that is affiliate debt, that will be changed each year to the Board's deemed rate as part of your annual adjustment.

Then the next line is the $7 million from TD Bank at a rate of 3.57.  That is not going to change?

MR. SAVAGE:  No.

MR. AIKEN:  Then the next four lines, which are debt you haven't gotten yet, but you are proposing to get, and right now you are using the Board's deemed rate.  When you come back in 2017 for your 2018 annual adjustment, the first number of these will have an actual amount of principal and an actual rate that would be reflected in your cost of debt?

MR. SAVAGE:  Yes.

MR. AIKEN:  And anything that you're forecasting in 2018 or beyond, you plan on forecasting using the Board's deemed long-term rate like you are here as part of your annual adjustment?

MR. SAVAGE:  That's right.

MR. MARTIN:  Yes.

MR. MONDROW:  The updated deemed long-term rate or this --

MR. SAVAGE:  The one at that time.

MR. AIKEN:  Yes.  5-Energy Probe-56, you talk about you are in preliminary discussions about your borrowings in 2015 and 2016.  Do you have any updates since the interrogatory responses?

MR. MARTIN:  No.

MR. MONDROW:  Haven't had time.

MR. AIKEN:  Okay.

MR. MARTIN:  We should have one by the time we're done, but right now we don't have one.

[Laughter]

MR. AIKEN:  Exhibit 6, I have one overarching request, and it is 6-Energy Probe-60, or I believe there is also the Staff IR.  Maybe not.  I am thinking of somebody else.  But can you provide updated revenue requirement work forms for all of the changes that come out of this?

MR. SAVAGE:  Yes.

MR. AIKEN:  And put the numbers in the second set of columns that come out of this and revert back to your original application in the first set of columns, because I notice I think what you have done with your update is you replaced the application numbers with the updated numbers, so we can't see the change.

MR. SAVAGE:  Oh, yes, all right.

MR. AIKEN:  So put the application numbers back in the first two set of columns.  The second set of two columns would be based on the IR responses and the undertaking responses and all changes that you make.

MR. SAVAGE:  So the column per Board decision would be the --

MR. AIKEN:  No, that one you don't use yet.  There are three sets of columns.  There's six columns.  The first two are the original application.

MR. SAVAGE:  Okay.

MR. AIKEN:  The second two, which I don't think has a title, because usually you put in there "settlement conference" and ultimately -- in the end, but in the interim if you could make that the interrogatory and technical conference question updates?

MR. SAVAGE:  Yes, we can do that.

MR. AIKEN:  Okay.

MS. LEA:  That would be TC1.20.
UNDERTAKING NO. TC1.20:  TO PROVIDE UPDATED REVENUE REQUIREMENT WORK FORMS IN 6-ENERGY PROBE-60 USING REQUESTED COLUMN CHANGES.

MR. AIKEN:  7-Staff-35, so I am in the cost allocation.  And, again, this probably will be part of your overall update, but please file updates to all of the tables I've got listed here, 7.1 -- or 7-1 through 7-16 to reflect the updated evidence so we all have the appropriate starting points for things like revenue-to-cost ratios.

MR. SAVAGE:  Now, all of those tables 7-1 to 7-15 come directly out of the chapter 2 appendices work form, so that's how they would be filed.

MR. AIKEN:  Okay, that's fine then.

MS. LEA:  So we don't need an undertaking number for that?

MR. SAVAGE:  No.

MR. AIKEN:  No.

MS. LEA:  Thank you.

MR. AIKEN:  Then on rate design, Exhibit 8, my first question is on 8-GOCC-14.  The question is about moving the revenue-to-cost ratio for the residential rate class to 100 percent.

So my question is:  The response appears to indicate that Oshawa is proposing to move the revenue-to-cost ratio for the residential rate class to 100 percent over the 2016 to 2019 period.  Please confirm that this is not the case, but that Oshawa will move the fixed charge to 100 percent recovery of distribution costs over this period.

MR. SAVAGE:  Confirmed.

MR. AIKEN:  Okay.

MR. SAVAGE:  Yes.  Sorry.

MR. AIKEN:  And my last question is on 8-Schools-38.  It is a multi-part question, of course.  Assuming no smoothing rate rider, what would be the five-year increase that is currently shown as $2,159.04 and the percentage shown as 43.45 percent?  What would those numbers be if there was no smoothing rate rider?  In other words, what is the cumulative impact on the customer?

MR. SAVAGE:  It should be the same, or...

MR. AIKEN:  That's what I thought, and when I tried to do the calculations, I was getting different numbers.  I think it's the same for most rate classes, but for some -- I think for the GS over 50, for some reason the numbers didn't come out the same.  But, you're right, for the other rate classes, I believe it did.

MR. SAVAGE:  I can look into it and confirm.

MS. LEA:  So that would be undertaking 1.21.  It would be to clarify the calculation of the five-year increase and percentage for the GS over 50 class.

MR. SAVAGE:  That's it.

MR. AIKEN:  Yes.
UNDERTAKING NO. TC1.21:  to CLARIFY THE CALCULATION OF FIVE-YEAR INCREASE AND PERCENTAGE FOR THE GS OVER 50 CLASS IN 8-SCHOOLS-38.

MR. AIKEN:  And my last question is:  Are the proposed mitigation rate riders supposed to be revenue neutral over the five-year period to each rate class, because the smoothing rider shown in this table does not add up to zero?

MR. SAVAGE:  They are subject to rounding.  It can be difficult to get it exactly to zero, but in the last iteration I have done, there is no single class that has a balance of more than, say, $10-, $15,000 over the five-year period.

MR. AIKEN:  Okay.  And I think that is it.

MS. LEA:  Thank you very much, Randy, and thank you particularly to David, Phil and Ivano for their answers over this long day.  Thank you, Teresa, for your help over this long day.  I shouldn't keep saying that, should I?

We resume tomorrow at 9:30, and at the end of the technical conference portion we will discuss the draft issues list.

Thank you very much.
--- Whereupon the proceedings adjourned at 4:46 p.m.
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