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Monday, August 10, 2015
--- On commencing at 9:31 a.m.

MS. VLAHOS:  Good morning, everyone.  This is the technical conference for Guelph Hydro's 2016 cost-of-service rate application.  The file number is EB-2015-0073.  My name is Georgette Vlahos, OEB Staff, and with me today is Keith Ritchie, Violette Binette, and Karl Heimlich, who is from Elenchus and assisting Staff.  And with me, legal counsel, Ljuba Djurdjevic.

The application was filed by Guelph Hydro on April 24th, 2015, under section 78, for permission to increase its delivery charges beginning January 1st, 2016.  The notice of application was issued on May 21st and Procedural Order No. 1 was issued on June 12th.

Among other things, the OEB set dates for interrogatories and interrogatory responses and made provision for today's technical conference.

Before we begin and get into any preliminary matters, why don't we just go around the room and take appearances.


Appearances:


MR. VELLONE:  Sure.  Good morning, my name is John Vellone.  I'm legal counsel to the applicant, and with me today is Bruce Bacon, regulatory consultant for Guelph Hydro, and I'm going to ask the witnesses to introduce themselves, provide their title, as well as a brief statement as to which rough portions of the application you are speaking to, just so folks know where to direct their questions.
GUELPH HYDRO SYSTEMS LTD - PANEL 1

Michael Wittemund

Cristina Birceanu

Pankaj Sardana

Michael Koktan

Nicole Mailloux

Erik Veneman

Matt Weninger

Jim Brezina

Kazi Marouf


MR. WITTEMUND:  Good morning.  Michael Wittemund, with Guelph Hydro.  I'm director of engineering, and I will be handling questions regarding the DSP and Exhibit 2.

MS. BIRCEANU:  Good morning, Cristina Birceanu, director of regulatory affairs.  I will be responding load forecast, rate design, cost allocation, specific rates, transmission rates, and all other models in the place, as Chapter 2 filing requirements.

MR. SARDANA:  Good morning, it is Pankaj Sardana, CFO for Guelph Hydro.  I will be speaking to -- helping Cristina with load forecast questions, cost of capital, assisting Mike Koktan, who is next to me, with OM&A and so on.

MR. KOKTAN:  Good morning, I'm Mike Koktan, controller at Guelph Hydro.  I will be dealing mainly with the OM&A questions.

MS. MAILLOUX:  Good morning, I'm Nicole Mailloux, vice-president of human resources, and I'll be dealing with human resources-related questions, including compensation.

MR. VENEMAN:  Good morning, I'm Erik Veneman.  I'm director of operations at Guelph Hydro.  I look after the building facility and control room.

MR. WENINGER:  Good morning, my name is Matt Weninger.  I'm director of metering and conservation.  Questions I would be responding to primarily, conservation and ZigBee chip.

MR. BREZINA:  Good morning, my name is Jim Brezina, and I'm the manager of accounting, and my primary focus was the fixed assets.

MR. MAROUF:  Good morning, my name is Kazi Marouf.  I am the COO of the company.  I will be responsible for any questions regarding Arlen TS and -- and the building, sorry.  I'm trying to read lips here.  And I'm -- generally speaking I'll support any of the other witnesses as well.  Thank you.

MR. VELLONE:  Thank you.  We also have two observers today from Guelph Hydro that I'd like to briefly introduce.  Laura Murray is our regulatory analyst and will be guiding us through the evidence today, and Adam Kappheim is also observing.  Thank you.

MR. GARNER:  My name is Mark Garner.  I am consultant with VECC.

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

MR. SHEPHERD:  Jay Shepherd, counsel for School Energy Coalition.

MS. GRICE:  Shelly Grice, consultant for School Energy Coalition.

MR. HARPER:  Bill Harper, I'm also consultant for VECC.  Thank you.

MS. VLAHOS:  Thank you, everyone.

As per the OEB's normal practice, this is a transcribed technical conference.  Please ensure that your mic is turned on when you wish to speak.  When you see the little green light you are good to go.

Are there any preliminary matters?
Preliminary Matters:


MR. VELLONE:  Yes, I do have one preliminary matter.  On Friday the applicant provided written responses to the pre-filed VECC technical conference questions.  Those were filed on RESS, so that should be part of the evidentiary record, but we do have one correction to those responses, and it is a correction to 3-VECC-67, and maybe what I'll have Bruce do is hand that correction out now, and could we get that marked as an exhibit?

MS. DJURDJEVIC:  That will be Exhibit KT1.1.

EXHIBIT NO. KT1.1:  CORRECTION TO 3-VECC-67.

MR. VELLONE:  And I might give Michael Koktan an opportunity just to explain what the correction was.

MR. KOKTAN:  VECC 67 was made with reference to 3-Energy Probe-24B.  Upon further examination it was discovered that the original response in 3-Energy Probe-24B, the table had picked up an incorrect account down in the expenses of non-utility operations included in OM&A.

On the line "inter-company shared services" on the original response, the inter-company shared services were the cost of services purchased by GHESI from its affiliate.  That was an error.  The actual account that should have been there was the cost of services provided by GHESI to its affiliates in providing shared services.

MR. VELLONE:  That's all the preliminary items we have.  Thank you.

MS. VLAHOS:  Okay.  Thank you very much.

MR. SHEPHERD:  Can I just ask a question?  What is the exhibit number for the thing that was filed on Friday?

MS. VLAHOS:  Well, it's in RESS, so it doesn't have an exhibit number.

MR. SHEPHERD:  Well, it has to have an exhibit number if we are going to refer to it.

MS. VLAHOS:  I'm sorry?

MR. SHEPHERD:  I think it has to have an exhibit number if we're going to refer to it.

MR. VELLONE:  It will help for ease of reference today if perhaps we mark it.

MS. VLAHOS:  Okay.

MS. DJURDJEVIC:  Okay.  So the filing of August 7, 2015, we'll make that Exhibit KT1.2.

EXHIBIT NO. KT1.2:  FILING OF AUGUST 7, 2015.

MS. VLAHOS:  I propose that we proceed on the basis of exhibit -- by exhibit rather than by party.  Of course there is flexibility to accommodate any party's needs if required.

Mr. Aiken, would you like to go first?
EXHIBIT 1

Questions by Mr. Aiken:


MR. AIKEN:  Yeah, I'll go first.  I won't be long on Exhibit 1.  I have only one question, or one question with a few parts.

Just to let you know, I'm going to be numbering my questions as I go so that when I go back to read the technical conference a week from now I'll be able to find what I was talking about.

So this will be my Energy Probe No. 63, following on from the IRs, and it is in reference to the response, Appendix 1 to 1 SEC No. 9.

I have three parts to the question.  The first part is: On the distribution capital summary shown in that appendix, which is page 15 of the appendix, that's also page 732 of the PDF file with the IR responses.

MR. VELLONE:  Can I interrupt just for a moment?  Are we going to be projecting the evidence throughout the technical conference?

MS. VLAHOS:  Yes.

MR. VELLONE:  So it's not on my screen, or at least the row in front of me, and maybe we can catch up to where Randy is pointing.

MR. AIKEN:  Yeah, right there.

MR. VELLONE:  Perfect.  Thanks.

MR. AIKEN:  And my question is, in this PowerPoint presentation we have numbers provided, net capital expenditures.  Can you reconcile the 2014, '15, and '16 figures with those shown on tables 2-7 through 2-9 of Exhibit 2, tab 1, Schedule 1, which are the continuity schedules.  And just for your information, for example, in 2015 here we are showing net capital expenditures of 12,021,000.  In the continuity schedule the additions to rate base are 16,762,000, and the total capital expenditures when you add in CWIP is a little over 18 million.

So I'm trying to reconcile these numbers for '14 through '16 with the numbers in the continuity schedules.

MR. SARDANA:  Mr. Aiken, maybe I can take a crack at that first.  We may have to take an undertaking to do the reconciliation.  However, what I can tell you now, of course, is that the 2015 column was a budget number.  The numbers that are in our filing are actual, it's what actually got folded into rate base, so -- but we will undertake to do that reconciliation for you.

MR. AIKEN:  You said for 2015.  I assume you meant 2014 actuals.

MR. SARDANA:  Sorry, I was referring -- I thought I heard you say 201, but that's fine.  It's 2014.

The numbers over there are also budget and projection.  There are no actual 2014s on that table, so we'll have to come back with the reconciliation for you.

MR. AIKEN:  Okay.  So just before we take that undertaking, because there will be other parts as well, the continuity schedule in the evidence for 2014 reflects actuals; is that correct?

MS. BIRCEANU:  That's correct.

MR. SARDANA:  That's right.

MR. AIKEN:  Okay.  So what I'm looking, then, would be a reconciliation of 2015 budget and 2016 budget.

Then the second part of the question is on OM&A expenses, which I believe is the next page in this file.  And there we see for 2016 -- no, that's not the right page.  It's page 17.  The OM&A budget for 2016 is $16,853,000, whereas in the revenue requirement and work form, it's $16,405,000.  So that would be another reconciliation, if you want to call it.

The third part is on page 16 of this presentation.  Again for 2016 budget, we see other revenue of $3,102,000, and in the revenue recover work form, it's shown as $2,307,000.

MR. SARDANA:  We'd have to undertake to reconcile all of those numbers for you.

MR. AIKEN:  Yes.  Okay.

MR. SARDANA:  But, again, I do stress that this was a budget that we prepared quite a few months before the actual numbers were locked on for the filing.  I think we even mentioned that in one of our IR responses.  But having said that, we will, of course, reconcile them for you.

MR. AIKEN:  This budget, I take it, is -- what we're looking at on the screen here is what was approved by the board of directors.

MR. SARDANA:  Yes.  So the budget was approved by the board of directors under the proviso that we had to lock down the budget so that we could prepare the applications.  Otherwise, it would be a continual iteration process.  So we locked down the budget, and then staff went away to work on the filing.  There were some changes to the budget numbers, but we didn't go back to the board every time there was a change; we just said, "These are the actual numbers that we are now comfortable with and will file."


So, for example, there were small changes, relatively small changes, to depreciation expense; and, you know, we couldn't go back and tell the board there was a change to depreciation expense.  We just went ahead and made the changes that were necessary to get the application in, but we will undertake to reconcile those for you, and I think Ms. Birceanu knows the IR reference that I was speaking to.

MS. BIRCEANU:  Before I refer to that, so in one of our responses, we explained that the budget, as it relates to distribution revenue, was done based on a load forecast that was run on June 2014, and it was assumed that, in the distribution revenue, all the rate-riders are included.  It was assumed, an increase in 2015 of 1.3 percent.

What it is in the revenue requirement work form is the actual load forecast -- actually the load forecast run on 2014 actual data.  So it is a timing difference as it relates to distribution revenue between the budget load forecast and the load forecast run in mid-January with 2014 actual data.

It is also a difference because, in the budget, we included in distribution rates all rate-riders and adders.  In the revenue requirement work form, as we all know, it's only the distribution rates.  Does that satisfy the explanation?

MR. SHEPHERD:  Yes.  Could I ask a follow-up question: So that was about load forecast, but Mr. Aiken's questions were all about expenditures, except for other revenues, so none of his questions were about load forecast.

MS. BIRCEANU:  There was an exhibit in page 733, distribution revenue.  Okay.

MR. SHEPHERD:  Sorry.

MR. AIKEN:  No.  My question on page 733 was "Other revenue."

MS. BIRCEANU:  Only "Other revenue."

MR. AIKEN:  Not distribution revenue.

MS. BIRCEANU:  So that's clear.


MR. AIKEN:  Yes.

MS. BIRCEANU:  But the other part of the distribution was clarified.  As it relates to operational distribution revenue is clear.  So we have to undertake only other revenue.

MR. SHEPHERD:  I don't think you were asked a question on that.  I think you were asked a question on capital expenditures and OM&A expenditures.

MS. BIRCEANU:  Okay.

MR. SHEPHERD:  And I have a follow-up on that, if I could.  You're going to reconcile, but it appears to me that going from $12 million in 2015 budget CAPEX to $18 million in budget CAPEX, because the 2015 figures in the application are budget; right?

MR. SARDANA:  That's correct.

MR. SHEPHERD:  So you increased your capital expenditures by 50 percent without the approval of your board of directors; is that right.

MR. SARDANA:  No, that's not right, and, Jay, we'll reconcile it for you.

MR. SHEPHERD:  Okay.  Well, I thought that's what you said.

MR. SARDANA:  Can we just go to the table that Jay's referring to?

MR. AIKEN:  No, you had it right the first time.

MR. SHEPHERD:  That was it.

MR. AIKEN:  Right there.

MR. SHEPHERD:  Yes.

MR. SARDANA:  So I don't see the $18 million there.

MR. SHEPHERD:  Is your mic on, by the way?

MR. SARDANA:  I've got a very sticky button here.  It's on now.  So, Jay, I don't see the $18 million referred to in this table.

MR. SHEPHERD:  No, it's in the --


MR. SARDANA:  It's in the work form, so...

MR. SHEPHERD:  It's in the application.


MR. SARDANA:  Yes.

MR. SHEPHERD:  It's in the continuity schedules; isn't that right?

MR. SARDANA:  Yes.  Okay.  We'd have to take a look at the continuity schedule that's in the application because that might be before capital contributions, et cetera.  But I can assure you there's not a 50 percent increase in the capital budget.

MR. SHEPHERD:  Okay.  But can you at least tell us right now what the major changes were in the capital budget for 2015?

MR. SARDANA:  We'll let Mr. Brezina speak on that.

MR. BREZINA:  The reconciliation between the capital expenditures and the capital additions in the continuity schedule is the change in the work -- in the work in process.

So at the end of 2014, there was $4.5 million of work that was not yet put into use.

MR. SHEPHERD:  CWIP.

MR. BREZINA:  Yes.  And then that was added in, in 2015, less the CWIP at the end of the year.  So it's the net change in CWIP, which is the difference between the capital expenditures and the capital additions.

MR. GARNER:  I know it may seem impolite, but actually there's a --


MR. HARPER:  We're just asking you to point your -- yes, that way, because I can't hear you when you speak, so...

MS. DJURJEVIC:  I think we need to note an undertaking for the record, and I've noted at least three parts to this undertaking, which would be JT1.1, and from what I gather, it is to provide a reconciliation with a continuity schedule of, firstly, capital expenditures, secondly, OM&A expenditures and, thirdly, other revenue.

MR. VELLONE:  All in respect of the appendix attached to 1-SEC-9, yes.

MS. DJURJEVIC:  Okay.

MR. VELLONE:  Thank you.
UNDERTAKING NO. JT1.1:  in respect of the appendix attached to 1-SEC-9, To provide a reconciliation with a continuity schedule of capital expenditure, OM&A expenditures, and other revenue

MR. AIKEN:  That's my question.


MS. VLAHOS:  Mr. Garner, if you would like to proceed.

MR. GARNER:  Thank you.

MR. BACON:  Sorry, Randy, it's Bruce.  I'm looking at the continuity statement.  I'm not seeing 18.  I just -- because that could be an issue for us if we come back  and -- sorry for...

MR. BACON:  I'm seeing 13.

MR. AIKEN:  I'm looking at the continuity schedule, Table 2-8, for 2015.


MR. BACON:  Okay.


MR. AIKEN:  I see --


MR. BACON:  All right.  Okay, sorry.  I was looking at 14.  Sorry.  You're right.

MR. AIKEN:  Okay.
Questions by Mr. Garner:


MR. GARNER:  Thank you.  My mic's on.  I hope I can be heard.  I only have one question on Exhibit 1, your responses to Exhibit 1, and that's actually your response to 1-SEC-5.  And if you go down to -- I think it is the -- page 47 I think is the page I'm looking at, and the responses I am interested in are on that page and the next.

They are the two responses -- this is -- to give the background for the record, this is a response of what you learned in your customer surveys, and as I understand it, you undertook two surveys, one -- or you had undertaken for you, one by UtilityPULSE and one by Innovation or Innovative -- I can't remember the rest of their name.

What I'm interested in is the two bullet points that say:
"The vast majority of customers are happy with the reliability of Guelph's hydro systems --"


This is your summation of what you learned in those two surveys:
"-- and customers are happy with outage restoration times."


And I wonder if you can point me to which survey and where you derive that conclusion from.  And you may want to take a look into it, and it may take you a while, so let me finish the second part of the same question, which is, on the next page, 48, there's two other bullet points.  It says:

"Respondents do not feel Guelph Hydro should be investing additional funds and raising rates to reduce the number of power outages and respondents do not want to see Guelph's budget for long-term projects to move overhead services underground."


Those are two other points, and they are very specific about your capital plan, and I wanted to be very clear as to where you derived those conclusions from in your surveys.

MR. SARDANA:  So Mr. Garner, I appreciate those questions.  We are going to have to come back again with -- we'll have to dig up where in the survey we found those conclusions and -- or made those conclusions.

MR. GARNER:  Fair enough.  That would save me the -- same time.

MR. SARDANA:  So we're batting zero right now.

MS. DJURJEVIC:  That will be Undertaking JT1.2.

MR. GARNER:  It will get much better.

On the Exhibit 1?  Yes.  Thank you.

UNDERTAKING NO. JT1.2:  TO PROVIDE INFORMATION REGARDING HOW THE CONCLUSIONS IN THE SURVEYS WERE DERIVED.
Questions by Mr. Shepherd:


MR. SHEPHERD:  I have a number of Exhibit 1 questions, but I have not yet completed my review of one of the attachments, so I can perhaps deal with that later in the proceeding.  But I do have some questions I can ask now.

My first question is on 1-Energy Probe-1.  I'm sort of doing these in order, so it should be fairly easy to follow.

And the question was:  How does tree-trimming result in fewer outages, and in something like the ice storm, and I understood the philosophy of tree-trimming that you provided here.  What I didn't see is the connection between the short cycle and the less damage in the ice storm.  I would have thought that on a short cycle you are cutting back less, so if anything, you should have higher contacts during an extreme weather event.  So perhaps you could explain why the opposite is true.

MR. MAROUF:  Thank you very much for that question.  It is one of these answers where you take on tree-trimming, particularly at a certain fast growing species.

MR. SHEPHERD:  I know it feels more polite to look at me directly.

MR. MAROUF:  I always want to look at you directly, yes.

MR. SHEPHERD:  Look at Violette.  She's interesting too.

MR. MAROUF:  The criteria of tree-trimming is really trying to obtain clearance around power lines.  That doesn't change, whether you do a five-year cycle or a two-year cycle.

MR. SHEPHERD:  The two are connected.

MR. MAROUF:  The two are connected, except if you do a five-year cycle you are closer to the power lines than you are with a three-year cycle.

The three-year cycle allows sort of a general standard irregardless of the species of the tree, and so what we've done is we've moved to a three-year cycle, knowing full well that it is very hard to pick and choose areas that have fast- versus slow-growing, and what we try do is we try to blitz the city, one every three years, to do a comprehensive tree-trimming programme, so that our tree-trimmers are not moving all over the place, depending on species of trees and so on.

The one in three years really works well, and that's actually been now adopted by a lot of LDCs.

MR. SHEPHERD:  Okay.  I don't think that really answered my question.  Your interrogatory response says that one of the reasons why you liked the three-year cycle is because your customers like it, and your customers like it because you are not cutting back as much.  You say visually the trim does not appear too severe, as it would under a lengthier programme -- programme cuts interval.

So what happens in a five-year is you have to cut it back more severely, which means that, on average, because you still want to end up at the same place in the last year of your cycle, so on average, you will be -- your branches will be farther away from lines under a five-year than a three-year.  That's why people prefer a three-year, because it doesn't look so severe.

So I don't understand why, in an extreme weather event, that doesn't result in more contacts.

MR. MAROUF:  Again, I come back to the philosophy that if you just trim around trees to clear the power lines, it is very obvious that you are doing a hard pruning job, whereas you have to cut back to make the tree look decent, and that's the feedback that we've gotten from our customers, is that don't just leave a large gaping hole on trees where the power lines go.  Trim back so that at least it looks good.

The issue is you can only trim so far back before the tree is vulnerable, the species of trees are vulnerable, so back to your question regarding, well, how does this -- how does this -- how is this actually better, and the -- it's more a question of frequency.

MR. SHEPHERD:  I still don't understand why a three-year cycle means there's less contacts in an ice storm.

MR. MAROUF:  You cut back less.

MR. SHEPHERD:  You cut back --


MR. MAROUF:  But you've cut back a little bit harder, you cut back harder, so that when -- when you've got different species of trees you are not agnostic to doing something different for different species of trees.

MR. SHEPHERD:  None of this is in the answer.  Okay.  That's enough of that.

My next question is 1-Energy Probe-4.  I don't understand how salary increases of 1.75 percent in 2015 and 1.5 percent in 2016 can result in a decrease in revenue requirement.  Did I miss something here?  You increase salaries?  Doesn't that mean that revenue requirement goes up?

MR. KOKTAN:  In the original submission, the increases were 2.75 and 2.5 percent, so this was showing the impact basically of decreasing the increases each year by 1 percent.

MR. SHEPHERD:  So this is a comparison to your application.  I misunderstood the question.  All right.  My bad.  It was late when I was reading that.

I'm looking at 1-Energy Probe-6 now.  You included in OM&A for your 2013 actuals $1.5 million for OM&A activities; is that right?

MR. KOKTAN:  Correct.

MR. SHEPHERD:  Are you on, Pankaj?

MR. SARDANA:  Yes, I am.  I was.  Yes.

MR. SHEPHERD:  So in order to do an apples-to-apples comparison of year-over-year, would it be fair to reduce your OM&A for 2013 by $1.5 million to get sort of a steady state?

MR. SARDANA:  I think so, but then we would also have to increase our dividend, so what happened in 2013 was we increased the OM&A because of all these other activities that we were undertaking, but we took it out of the dividend that was payable to the parent company, so there was no cash impact, so we would have to reverse all of those things, and then there is some tax implications as well to do that full apples-to-apples so that we could have a fruitful discussion.

MR. SHEPHERD:  Yeah.  Just if we're looking at the march of OM&A over time --


MR. SARDANA:  Yes.

MR. SHEPHERD:  -- it would be reasonable just from an OM&A point of view to reduce 2013 by 1.5 million to see the pattern of OM&A.

MR. SARDANA:  As an exercise, yes, I agree.

MR. SHEPHERD:  All right.  Thanks.

You -- I'm looking now at 1-Staff-3.  You talk about -- you were asked, what was your enhanced customer engagement.  And we asked you a question about that which I'll get to later, but I take it from your answer here and also your answer to the SEC question later that basically Guelph already was doing enhanced customer engagement before the RRFE report; is that right?

MS. BIRCEANU:  It's right.

MR. SHEPHERD:  Okay.  That's fine.

Now I'm looking at 1-VECC-2.  You are relying on the utility pulse survey; right?

MR. SARDANA:  That's correct.

MR. SHEPHERD:  Okay.  So can I please have the list of the LDCs to whom you are compared in that survey?

MR. SARDANA:  So I think, as we pointed out in this IR, UtilityPULSE will not provide those because that's proprietary information to them.  So --


MS. BIRCEANU:  Correct.

MR. SARDANA:  -- we cannot provide that.

MR. SHEPHERD:  I don't think you can rely on a comparison unless you provide who you're compared to, so I'm asking you, then, to file it in confidence.

MR. SARDANA:  Well, again, we'll have to undertake to contact UtilityPULSE to determine if they are willing to provide that and filed in confidence.

MS. BIRCEANU:  We've already contacted them.


MR. SARDANA:  We have?  Okay.

MS. BIRCEANU:  They are not willing to provide that.

MR. SHEPHERD:  Do you have the list?

MS. BIRCEANU:  No, we don't.

MR. SHEPHERD:  Okay.  Well, please undertake to find out whether they will provide it.  We will file a motion if they don't say yes, so you can tell them that.

MR. VELLONE:  So we have actually contacted them.  They have said no.  Why are we undertaking to do that again?

MS. DJURJEVIC:  Well, just to clarify, I don't know if your request earlier was that it be provided in confidence, which is what I think --


MR. VELLONE:  So the utility doesn't have the information that's being requested.  It's not in their power to file it in confidence.  They don't have it.

MS. DJURJEVIC:  As I understand, the undertaking being requested is to contact UtilityPULSE and to ask them whether they will provide the information and, if I understand, to provide it under the Board's confidential filings guidelines.

MR. VELLONE:  So we asked, and they said no.

MR. SHEPHERD:  Yes.  They were not aware that we were prepared to file a motion, and they may change their tune if they're able to file it in confidence in the face of a motion which the Board will almost certainly require that they provide it publicly.  So it's not in their interest to say no if we're willing to pursue it.  That's why I'm asking it again.  I'm trying to avoid the motion, and I think they will give it to you if you ask them that way.

MR. SARDANA:  We're happy to contact them again with exactly that proviso that, you know, it could be compelled.  So we'll undertake to do that.

MS. BIRCEANU:  Before we do so, so we have Appendix 1, Sec 4, letter from UtilityPULSE, so you can see here that they actually rejected to provide this information.  We will try again but just to be clear.

MS. DJURJEVIC:  And that will be undertaking JT1.3.
UNDERTAKING NO. JT1.3:  To ask UtilityPULSE to provide the list of the LDCs to whom Guelph Hydro is compared in the survey as a confidential filing

MR. SHEPHERD:  Okay.  My next question is on 1-SEC-1, and as it comes, it's no surprise to you that I had several questions on that.  But I want to start with --


MS. DJURJEVIC:  Sorry, Jay, which IR reference was that?  I just heard 1-SEC.

MR. SHEPHERD:  1-SEC-1.

MS. DJURJEVIC:  SEC-1.

MR. SHEPHERD:  And so what I'm trying to understand is why you think the throughput is the most appropriate way of comparing LDCs, sort of, in terms of ratios and things like that.  The reason I'm specifically asking about that is the Board has recently just decided, in going to all fixed rates, that throughput is not connected to costs in any meaningful way.  So I'm not sure why you think that throughput is.

MR. SARDANA:  Okay.  So I think, as we have pointed out in our response to (b) of that IR, OM&A is fraught with some shortcomings in terms of accounting differences, et cetera.

MR. SHEPHERD:  Okay.  Can I just stop you for a moment?

MR. SARDANA:  Sure.

MR. SHEPHERD:  I'm going to talk about OM&A and other ways of comparing, but I'm -- I want to focus right now on the throughput question.

MR. SARDANA:  Sure, and I'm going to come to throughput.

MR. SHEPHERD:  No, I'm sure you do.  I wanted to avoid you answering --


MR. SARDANA:  Well, I think the answer is simple.  In my mind, throughput is probably the purest measure for -- as a denominator for any kind of comparison for our business.  That's what we do.  We deliver electrons, and the cost to deliver those electrons is best divided by that service that we provide.  That's why I think throughput is the purest measure for comparison.

MR. SHEPHERD:  I understand that, except that customers are equally pure -- number of customers is equally pure, and the Board has determined that number of customers is more valid than throughput, so why is it that you have a different view?

MR. SARDANA:  Well, you know, I'm not going to say why I have a different view.  I've just given you my opinion that, in my mind, throughput is the best comparison for a utility like Guelph Hydro.  We happen to be a utility that has a very large, relatively speaking, general service base, and that wouldn't be picked up by customers, number of customers.  So, again, you have a shortcoming right there because it's hiding real information, and the real information comes out when you look at throughput because, you know, you've got -- we've got about 3,000-odd general service customers compared to, say, this utility here which has many more thousands, and I think they've been lamenting that fact too.  A lot of their customers are behind bulk meters, et cetera.  But if Toronto Hydro were to look at throughput, you would end up with a very different conclusion even for that utility.  So, again, I'm coming back to, sure, we will respect, obviously, what the Board has adopted for its measures, and it will report on those measures, but those measures hide the true information, and that's what we tried to glean from this response.

MR. SHEPHERD:  All right.  So then let's talk about OM&A and PP&E, which, I think, in both cases your concern is accounting issues; right?

MR. SARDANA:  It's one of the concerns, yes.

MR. SHEPHERD:  So how do we deal with that?  How do we compare those?  How does the Board compare those measures if the accounting is different?

MR. SARDANA:  Well, I think the Board -- it's incumbent on the Board, I think, to figure out which utilities are on which accounting standard and then make the adjustments that are necessary.  I think the Board's accounting staff are quite aware of those differences, so you can have the adjustments in the Board's information book that's provided.

The other -- obviously this is, you know, letting you know something I've already just told you.  The other thing that the Board could consider is, in fact, looking at throughput a little more closely, so doing the cost comparisons including throughput.

They report throughput numbers in their stat yearbook, so there's no -- you know, the numbers are readily available.

MR. SHEPHERD:  All right.  But why would number of customers not be equally valid?

MR. SARDANA:  I think it is, but as I've pointed out, number of customers can hide information.  So one of the information pieces that is hidden is, in fact, on the general service line.

We've got a lot of general service customers who use a lot of power, and if you just compare it by number of customers, cost per customer is a bit misleading on its own.  It does give you some information, but it doesn't give you all the information.

When you look at PP&E, for example, we have incurred a lot of PP&E investments to serve that general service base, and that's what comes out when you look at the throughput number.

MR. SHEPHERD:  But isn't throughput biased the other way, because as you increase your throughput per customer, your unit cost goes down?  Isn't that right?

MR. SARDANA:  Well, that's right.  And --


MR. SHEPHERD:  So doesn't that mean that you've got a bias one way for customers and bias another way for throughput?

MR. SARDANA:  Well, you know, I mean, I can agree to disagree, but in my mind, throughput is still the proper comparison because that is the microcosm of everything we do to serve customers.  It's the wires that we put in the ground, the vaults, the poles, the transformers, et cetera.  It's the sum total of investments that we make in the system to serve customers.  So if you look at it just by comparing it by number of customers, you're missing things -- and bulk customers, yes.

MR. SHEPHERD:  The original question was what your plan is to get your OM&A per customer down relative to your comparators.  Do I understand your answer to be you don't have a plan to reduce your OM&A per customer?

MR. SARDANA:  No, that's not true at all, Mr. Shepherd.  We have taken pains in our application to point out the numerous efficiency measures that we have undertaken, and Ms. Mailloux can speak to that more eloquently than I can, and we are always looking at measures to improve efficiency in the system.

You know, we've got a board of directors in the GHESI business that is quite passionate about scrutinizing us, and they take pains to make sure that we're on track and on budget, so I don't agree with that at all.

MR. SHEPHERD:  Still on this same IR response, on the third page of the response, in section D, you talk about the fact that you restated your gross capital cost down to NBV, net book value, at the time you converted to IFRS.

I was under the impression that the Board said that, for regulatory purposes, you weren't supposed to do that.  Am I wrong?  I thought they told Hydro Ottawa that that was a bad idea.  Am I wrong on that?

MS. BIRCEANU:  Yes.

MR. SHEPHERD:  I'm wrong.  All right.  That creates a problem when comparing PP&E, right, for all utilities?

MR. SARDANA:  Sorry, Jay, excuse me for one second.  My colleague Mr. Koktan says that we will take a look at it, but we believe that that's incorrect, but we'll confirm that.

MR. SHEPHERD:  All right.

MS. DJURDJEVIC:  Do you want to make this an undertaking?  JT1.4.

UNDERTAKING NO. JT1.4:  to confirm whether the applicant restated gross capital cost down to net book value at the time it converted to IFRS

MS. DJURDJEVIC:  And sorry, Pankaj, you are going to review the Hydro Ottawa case?

MR. SARDANA:  No, we are going to review Jay's question, which was that the Board did not require to us do what the response says in (d).  Am I correct?

MR. SHEPHERD:  I believe the Board said you should not restate your gross fixed assets to net book value, because that would make the utilities non-comparable.  I believe the Board said that, but last night I couldn't find the reference, so...

MR. SARDANA:  Yeah, and, you know, and this is before my time at Guelph Hydro, but we'll check that, and we'll get back to you on that.

MR. SHEPHERD:  So -- but am I right that that creates a particular problem in comparing the PP&E between utilities?

MR. SARDANA:  It does, yes.

MR. SHEPHERD:  Can you suggest a solution to that?

MR. SARDANA:  The -- sorry, go ahead, Jim.

MR. BREZINA:  Well, the industry has -- there is a transition period.  Until everyone transitions over to IFRS, correct, there is going to be an indifference, depending on which utility is still reporting under what accounting policies.

MR. SHEPHERD:  No, but that's not the problem.  Many of the utilities who have converted to IFRS have not restated their gross fixed assets to net book value.  In fact most of them, I think.  So I we have a situation where, after everybody is on IFRS, which is soon, the PP&E is going to be all over the place.

MR. SARDANA:  Yes, so --


MR. SHEPHERD:  We just got out of the capitalization problem, and now we have another one that is even bigger.

MR. SARDANA:  We will think of a solution.  We don't have that at this second.  But we were the first out of the gates in our conversion to IFRS.  Guelph Hydro converted in 2010.  And at that time a lot of the rules weren't fully known, et cetera, so -- but, you know, again, we are going to get back to you on confirming that.

MR. SHEPHERD:  So, now, is it possible for you to tell us what your gross fixed assets would be without the adjustment in -- at the time of IFRS?  You know what the adjustment --


MR. SARDANA:  Yeah, I think we can -- yeah, we can tell you that.

MR. SHEPHERD:  Can you do that?

MR. SARDANA:  Yeah.

MR. SHEPHERD:  That would be wonderful.

MS. DJURDJEVIC:  Okay.  This is a follow-on to JT1.4 or another undertaking?

MR. SHEPHERD:  It's a new one.

MS. DJURDJEVIC:  It's a new one.  Okay.  That will be JT1.5.

UNDERTAKING NO. JT1.5:  TO PROVIDE WHAT THE GROSS FIXED ASSETS WOULD BE WITHOUT THE ADJUSTMENT AT THE TIME OF IFRS.

MR. SHEPHERD:  And if you could restate them by category that would be -- and presumably you have the adjustment by category, so you can tell us.

MR. SARDANA:  Yes.

MR. SHEPHERD:  Thank you.

And then I have two other questions on this.  First of all, you've said that your efficiency assessment using the PEG model will be minus 5 in each of the three years '17 through '19; is that right?

MR. SARDANA:  That's correct.

MR. SHEPHERD:  You did calculations to get to that result?

MR. SARDANA:  We did a quick calculation, but I believe that the latest data that PEG has released or the OEB has released is starting to confirm that, in fact.

MR. SHEPHERD:  Okay.  So can you provide us with that calculation?

MR. SARDANA:  Yes, we can.

MS. BIRCEANU:  Actually, we did.

MR. SARDANA:  We did, right?

MS. BIRCEANU:  Yes.

MR. SARDANA:  I thought we did.

MR. SHEPHERD:  You did?  Where?

MS. BIRCEANU:  We did in here.  Just a second.

MR. SARDANA:  We will undertake to look at it during the break, and then we'll come back.

MR. SHEPHERD:  That's not an undertaking yet.  We'll just --


MR. SARDANA:  No, yeah.

MS. BIRCEANU:  No, it's not, so --


MR. SARDANA:  Correct.

MS. BIRCEANU: -- for now it's not, because I know I provided...

MR. SHEPHERD:  All right.  Then my last question is: You've given an explanation in the last paragraph of this response -- this is my last question on this response -- an explanation that you are going to be looking at capitalization under IFRS again, and that may change how your information -- how your capital information tracks, I guess, for efficiency assessment purposes; right?

MR. SARDANA:  Correct.

MR. SHEPHERD:  Can you explain what that means?

MR. SARDANA:  Well, I think, as we've said at the bottom of that response, you know, we've learned that other utilities have completely different capitalization policies when they adopted IFRS.  And we need to look at what they've done and what pronouncements they were looking at and what comfort they got to see if we can do the same for ours, because I believe -- and subject to my colleague here kicking me under the table -- I believe our capitalization rates are too low, but we need to check that.

MR. SHEPHERD:  So you've got -- relative to other utilities, you think you have more in OM&A than you need to have -- or may have more in OM&A.

MR. SARDANA:  Well, let's call it an a priori hypothesis.  It's not confirmed yet.  We need to confirm that.

MR. SHEPHERD:  Okay.  And so if you had less in OM&A, then that would make you look more efficient relative to your peers.

MR. SARDANA:  Correct.

MR. SHEPHERD:  Wonderful.  Thank you.


MS. DJURDJEVIC:  Sorry, are we going to make that an undertaking, to confirm whether the capitalization rates are too low?

MR. SHEPHERD:  No.

MR. SARDANA:  No.  Our view, I think Guelph Hydro's view, is that we would take a look at that in the years to come -- in the months to come, rather.

MR. SHEPHERD:  I'm not asking for an undertaking on that.

MS. DJURDJEVIC:  Okay.

MR. SHEPHERD:  My next question is on 1-SEC-2.  And it's just a simple question:  In the table that you provided, are these dollar figures, are they all of the incremental costs, and are they only incremental costs?

MS. BIRCEANU:  So the question is --


MR. SARDANA:  Are these incremental costs.

MR. SHEPHERD:  Yes, are they incremental, are they all of the incremental, and only incremental?  I think it's fairly obvious that they are only incremental, I just want to confirm, but whether they are all of the incremental costs is a harder question.

MR. SARDANA:  I think so.

MS. BIRCEANU:  Yes.

MR. SARDANA:  They are.

MR. SHEPHERD:  Yes.  Okay.  Thank you.

You've finalized your Conservation First plan now?

MR. SARDANA:  Correct, yes.

MR. SHEPHERD:  And what you filed, is that the -- now the finalized one?

MR. SARDANA:  I'm going to let Mr. Weninger speak to that.

MR. WENINGER:  Our Conservation First plan is still under review at the IESO.  We are expecting it to be finalized/approved before the middle of August, so the plan that was submitted is the final or latest version submitted.

MR. SHEPHERD:  Okay.  I'm sorry, this answer says that you expected it to be approved in the first week of August.  It has been delayed?

MR. WENINGER:  Correct.  We initially expected it before the end of July, and then as the IESO got busy with other 2014 year-end reporting, other plan reviews, that got deferred, and it got deferred again, so right now we're anticipating mid-August.  That could change again.

MR. SHEPHERD:  In that same interrogatory response,  1-SEC-3, there's a table at the end that shows the calculation of the 2012 OM&A per customer and basically says, I think, that the 282 figure is the correct one; is that right?  The 258 figure is not really correct; is that fair?

MR. SARDANA:  I think so, yeah.

MR. KOKTAN:  That is correct.

MR. SHEPHERD:  And am I right that the 2019 figure of 310 is the correct one, not the 305?

MR. SARDANA:  That's correct too.

MR. SHEPHERD:  Okay.  Then my next question is in

1-SEC-4, and I'm going to refer to the letter attached.  We asked in this question for two -- for how two measures are calculated, CEPR and CEI, and we understand that UtilityPULSE says no, we're not going to tell you that.

MS. BIRCEANU:  Yes.

MR. SHEPHERD:  So we're asking again, will you file it in confidence, and on the same terms as the list, we're asking you to undertake to ask them for that, and you may advise them that I have instructions to seek a motion compelling to them to provide the information or excluding their survey from evidence in the proceedings.


MR. SARDANA:  We will.  We will to undertake to ask UtilityPULSE for that under those circumstances.

MS. DJURJEVIC:  This would be included under our undertaking JT1.3, or do we want it...

MR. SHEPHERD:  Yes.

MS. DJURJEVIC:  Okay.


MR. SHEPHERD:  And I'm going to ask you a more difficult -- a more sort of sensitive question, I guess.  You're going to this shared service model, probably mostly for the local geographic area; is that right?  Or at least emphasising the local geographic area?

MR. SARDANA:  The regional area, yes.

MR. SHEPHERD:  So this would be like Cambridge, Kitchener, Waterloo, Waterloo North, Halton Hills, like all those ones around you, close to you?

MR. SARDANA:  Correct, yes.

MR. SHEPHERD:  I mean, the obvious question is:  That area looks like a merger waiting to happen, and you have no information in your application about discussions of that sort, and I wondered why, because clearly mergers are something that is on the mind of your holding company.

MR. SARDANA:  Mr. Marouf, would you like to take that?

MR. MAROUF:  Although there aren't any official discussions with the neighbouring utilities about mergers or -- we felt it very important at this stage of the game.  You know, apart from the politics of trying to establish an official merger is the shared service model.

That, to us, is a working model.  It lowers the unit cost per LDC, and we proceeded on that vein, on that track, ahead of any potential merger discussions.  We're not saying no; we are just saying that that's something that's been touched on.  It's been turned back several times in terms of potential opportunities, and we feel it much better that we proceed on shared services as a way of being able to lower the unit cost.

MR. SHEPHERD:  Would it be reasonable for the Board to conclude that the shared service model might be an interim step with the next step being potential mergers?  Is that reasonable as sort of a path forward?

MR. MAROUF:  It's reasonable, but I wouldn't put a hard, you know, end-to-end link to that because it could just stop there at the shared service piece of it.

MR. SHEPHERD:  Thank you.  I have two questions on

1-SEC-5.  The first is:  At the last paragraph of the -- sorry, the last paragraph of the first page of the answer says that the main things you learned and the new information are listed, and I saw those, but then it says:
"This is followed by a list of actions Guelph Hydro plans to take as a result of the information collected."


I didn't see the list of actions.  Can you show me where it is?  I initially thought I was actually missing a page in my response.

MS. BIRCEANU:  I was directing Laura to show up Exhibit 1.  It's one of Chapter 2 appendixes that shows customer engagement.

MR. SHEPHERD:  I'm asking where in the response is the list of actions you say is in the response.  The response says:
"We have in this response a list of actions we're taking as a result of what we've learned."


MS. BIRCEANU:  Yes.

MR. SHEPHERD:  I don't see the list of actions.

MS. BIRCEANU:  We're trying to find it.

MR. SARDANA:  We believe the list of actions is in the application itself, in the exhibit, and we're trying to --


MS. BIRCEANU:  We're trying to find it.

MR. SARDANA:  -- bring up the exhibit with the list of actions.  Unfortunately the draft over here should have said, "Could be found in..."

MS. BIRCEANU:  The reference, yes.

MR. SHEPHERD:  I wonder if it would be more efficient if you simply undertook to provide that.

MR. SARDANA:  Yes, we'll do that.

MS. BIRCEANU:  Yes, we'll do that.

MS. DJURJEVIC:  Are we going to review that at the break, or are we going to make it an undertaking?

MR. SHEPHERD:  Why don't we make it an undertaking, and if you -- and if it's not in the evidence, then can you provide the list?

MR. SARDANA:  Yes, that's fine.

MS. BIRCEANU:  Okay.  That's fine.

MS. DJURJEVIC:  It will be JT1.6, and it's provide the list of actions referenced in IA-SEC-5.

MR. SHEPHERD:  Yes.

MR. SARDANA:  Yes.
UNDERTAKING NO. JT1.6:  TO Provide the list of actions referenced in IA-SEC-5

MR. SHEPHERD:  The other question on 1-SEC-5 is with respect to the list that's entitled "Information Known Prior to the Survey and Confirmed with the Online Survey."  When I read through this list, I take it that, for the most part, these are customer views that are probably common to all LDCs; is that right?  Or most LDCs.  Let me put it that way.

MR. SARDANA:  Yes, I would agree with that.

MR. SHEPHERD:  All right.  My next question is on

1-SEC-7, and I have two questions on that, actually.  The first is in your response No. 4, the smart -- GridSmartCity Cooperative.  Do we have the list of who's in that?

MR. MAROUF:  I don't believe we put that into evidence, but I can almost rhyme that off for you right now.

MR. SHEPHERD:  If you would, that would be great.

MR. MAROUF:  There's, of course, Guelph.  There's Kitchener.  There's Cambridge, Waterloo, Halton Hills, Milton, Kingston.  Who am I missing now?  Burlington, Oakville.

MR. WENINGER:  Niagara.

MR. MAROUF:  Niagara Pen, yes.  That should make 10, but I wasn't counting.

MR. SHEPHERD:  It does.  It's 10.  Thank you.  What you are doing is you're -- that group is doing joint procurement and things like that in some specific areas?

MR. MAROUF:  You're absolutely right.  What we are trying to do is focus on the high-priced areas particularly, so transformers, cables, underground hardware, and that sort of thing, yes.

MR. SHEPHERD:  How is it organized?

MR. MAROUF:  We have a part-time -- so this is the GridSmartCity Cooperative itself.  It has a part-time person who actually assembles the, sort of, 10 different specs of 10 different LDCs and tries to come up with a common spec, and once a common spec is agreed to, then we go out to tender on an annual basis for the requirements of all 10 utilities.

MR. SHEPHERD:  What's the significance of the name "GridSmartCity"?

MR. MAROUF:  It actually started back when -- the genesis was actually Burlington itself that had a wide area network company, and from that was basically a smarter way of doing business as an LDC, and that's where the second-level genesis of the name came from, so either they stuck to "GridSmartCity" as a name.

MR. SHEPHERD:  Is this -- so Burlington and some others -- I think Burlington, in particular and Oakville as well -- have affiliates that sell to LDCs.  Are those affiliates the bidders in these procurements, among the bidders?

MR. MAROUF:  Not necessarily.  In fact, probably the services that we've got to date don't qualify for the affiliates of the two companies to bid in.

Now, down the road, if there's engineering services or underground locate services, which are affiliate companies of Oakville and Burlington possibly, they could bid into it, yes, but we'd have to watch out for conflict of interest as well.

MR. SHEPHERD:  Thank you.  Also on that response, you talk about the people -- the LDCs you were cooperating with on SunGard HTE.  Is that a large group?  A small group?

MR. MAROUF:  It's a relatively small group.  I think there are about six utilities in total.

MR. SHEPHERD:  Do you know who they are?

MR. MAROUF:  Again, I'll try to give you the names: North Bay, Halton Hills, to a lesser extent -- the reason why I'm saying lesser extent, Waterloo, Guelph, and I believe there's one or two others, but they don't come to mind right away.

MR. SHEPHERD:  Okay.  Thanks.

MR. SARDANA:  And Sudbury.

MR. MAROUF:  Thank you, yes, Sudbury is the other one.

MR. SHEPHERD:  I have a question on 1-SEC-8.  You've said that you are providing an excerpt from your human resources plan confidentially, but you filed it on the record.  I don't understand.

MR. MAROUF:  Well --


MS. MAILLOUX:  Go ahead.

MR. SARDANA:  Sure.  I think what we intended to mean by that is this is material that goes to our human resources committee of the board, and most of the information -- or a lot of the information that goes to the HRCC, the acronym for the committee, is filed in confidence, because they are sensitive matters.

So it was with that in mind that we said it is confidential information.  We're going to provide it, because we are open and transparent with this.  We're not, you know, we're not going to make things difficult because you could compel it anyway, so here it is.  That's all that was meant by that.

MR. SHEPHERD:  In what sense is it confidential in this proceeding?

MR. SARDANA:  It is not confidential in this proceeding.  This is an excerpt that is taken right out of the HRCC minute book or record book.  It just had the label "confidential" on it because it was confidential when it went into the HRCC.  So --


MR. SHEPHERD:  Okay.  But it is public information now.

MR. SARDANA:  It is now because it is filed.

MR. SHEPHERD:  All right.  Just as a side question, on page -- in the fourth page of that response, which is page 56 of 577, why is your chart of accounts not the same as the OEB chart of accounts?

MR. SARDANA:  Good question.  And --


MR. SHEPHERD:  I try to ask only good questions, except for my second one, which was stupid.

MR. SARDANA:  So we have an OEB set of chart of accounts, the US of A.  It is just that when our general ledger was set up -- and, you know, Mr. Brezina and Mr. Koktan can also add to this -- when our GL was initially set up we had our own specific chart of accounts, which we then have completely mapped to the US of A, but Mike, if you can...

MR. KOKTAN:  That's correct.  The -- I don't know how to explain the process, but the -- all of our GL accounts are mapped to the OEB, to the OEB US of A accounts.  That's the...

MR. SHEPHERD:  The reason I'm asking the question is you are hiring a person who, at least in part, is needed because you have two separate charts of account.  Why don't you just make them the same?  I don't understand.

MR. KOKTAN:  It's really to run the two -- the two general ledgers separately right now.  It is a very manual task that we're doing, each reporting time that we have to map the current financial statement GL to the OEB US of A accounts, so it's just -- we find that the, you know, the ability to respond quickly to regulatory matters sometimes gets delayed just because we aren't concurrently running, you know, a GL for regulatory purposes.

MR. SHEPHERD:  I understand that.  What I don't understand is why the cheapest solution to the problem is $100,000 a year for a new person, as opposed to simply making your financial accounts the same as the OEB's chart of accounts.  Why wouldn't you do that?

MR. KOKTAN:  There would be -- I guess one of the solutions would be if we could have that mapping done but run it concurrently.  We just -- it's a project, basically, that we haven't been able to get to right now.  So ideally, the ideal state is to have the two accounting worlds running side by side, regulatory and accounting.

MR. SHEPHERD:  Basically identical.

MR. KOKTAN:  Correct.

MR. SHEPHERD:  To the extent that they can be.

MR. KOKTAN:  To the extent that they can be.

MR. SHEPHERD:  All right.  And the other question is:  If you -- as long as you are keeping them separate, why haven't you automated the mapping and conversion?  It seems like something that is a relatively mechanistic process that shouldn't be manual.

MR. SARDANA:  And that is in the works.  We are progressing towards making it automatic.

MR. SHEPHERD:  All right.  I have a question on

1-SEC-10.  You've noted that the figures that we have provided to you on ROE don't include certain adjustments.  Can you undertake to recalculate those figures with those adjustments or, if they're in the evidence already, could you provide them?

MR. SARDANA:  Yeah, we'll undertake to do that.

MS. DJURDJEVIC:  It will be Undertaking JT1.7.
UNDERTAKING NO. JT1.7:  TO RECALCULATE THE FIGURES PROVIDED ON ROE WITH ADJUSTMENTS.

MR. GARNER:  Okay.  Do you mind if I -- so it's in the same place on the record -- just go back to the accounting and the mapping?

THE REPORTER:  Sorry...

MR. GARNER:  Mark Garner from VECC.  Thank you.

The response you gave was that you were working toward automating the mapping.  How is that being done and when is that being done?

MR. KOKTAN:  We haven't started yet, but there's certain fields within SunGard on the financial system where you could, you know, input thee associated US of A account number and then just run reports directly with those linkages rather than doing it through, like, Excel right now with mapping files.

MR. SARDANA:  Mr. Garner, some of the complications we also ran into were converting to IFRS, so the AC system doesn't -- isn't fully compliant with IFRS, and then you layer on, you know, the GL chart of accounts that we used to have, that we currently have, the US of A accounts, and the IFRS.  That's the complication, but we are doing it, we are moving slowly and methodically to where it's --


MR. GARNER:  Sure, I understand it can be difficult.  I'm not trying to be clever.  I am trying to just understand this:  If you are moving to automate and convert it, when does the person that you hire become redundant?

MR. SARDANA:  Well, I don't think the person becomes redundant, because that's not the only thing that person will be doing.  They will also be looking at all the triple-R filings, all the regulatory accounting procedures, et cetera, and then making sure that regulatory understands that and finance understands all the regulatory pronouncements or changes that come out from the OEB, so it's -- and then of course looking after the chart of accounts that deal with regulatory matters.  So it's a host of things, not just --


MR. GARNER:  It's not the singular problem of running two --


MR. SARDANA:  Correct.

MR. GARNER:  Thank you.

MR. SHEPHERD:  My next question is on 1-SEC-16.  You've referred to this development plan as "in progress".  And given that you've just said that the conversion is in progress but it hasn't been started yet, I assume this development plan is farther along than just an idea.

MR. SARDANA:  It is farther along than just an idea, yes.

MR. SHEPHERD:  And you are going to have it ready by the end of September?

MR. SARDANA:  I think we can, yeah.

MR. SHEPHERD:  Can you undertake to provide it at that time?

MR. SARDANA:  Yes.

MS. DJURDJEVIC:  JT1.8, to provide the development plan referenced in 1-SEC-16.

MR. SHEPHERD:  When completed.

MS. DJURDJEVIC:  When completed.
UNDERTAKING NO. JT1.8:  TO PROVIDE THE DEVELOPMENT PLAN REFERENCED IN 1-SEC-16, WHEN COMPLETED.

MR. SHEPHERD:  And then I just have a couple of questions on...

MR. SARDANA:  Just one second, Mr. Shepherd.  I just realized that that's not -- I shouldn't have agreed to that.  I think that's a strategic plan that we're talking about; right?

MR. MAROUF:  Yes.

MR. SARDANA:  So that will not be completed by the end of Q3, by the end of September.

MR. SHEPHERD:  Oh.  I think it says it will be.  That's why I asked.

MR. MAROUF:  The -- so from a time line point of view, I appreciate the question, and I was waiting to hear what Pankaj was going to say, because I wouldn't contradict him.  The strategic plan is currently being worked on by the senior team.  It does go in front of our board for approval, but before it goes in front of our board, we do have an ability to vet the -- or filter the strategic plan so that the board and management are in line, and then the approval actually does not -- is not on the books or on the calendar until the November meeting, so it goes further into the year.  But we do get a chance to kick at it by the end of September, so that we'll have a version that we'll be able to bring forward.

MR. SARDANA:  And I believe the IR response says the strategic plan will be approved by -- we estimate by the end of Q3, but within that there are elements that will progress later.

MR. SHEPHERD:  So your board of directors will approve the new strategic plan by the end of September; is that right?

MR. SARDANA:  Well, we anticipate that, right?

MR. MAROUF:  That's what we anticipate.

MR. SHEPHERD:  And then after that you will do the development plan.

MR. MAROUF:  Exactly, yes.

MR. SHEPHERD:  Okay.  And once the strategic plan is approved by the Board, you'll file that; right?

MR. MAROUF:  If that's an undertaking you'd want us to do, yes, absolutely.

MR. SHEPHERD:  Why don't we make that the undertaking instead.

MS. DJURJEVIC:  Okay.  I'm sorry.  Speak into the mics.

MR. SARDANA:  To file the strategic plan when it's completed.

MS. DJURJEVIC:  Okay.  So this is distinct from JT1.8, which is to provide the development plan?

MR. SARDANA:  I think it's replacing.

MR. SHEPHERD:  It's a replacement, yes.

MS. DJURJEVIC:  Okay.  So we're revising JT1.8.

MR. SHEPHERD:  Correct.

MS. DJURJEVIC:  And it's to provide the strategic plan, when available.
UNDERTAKING NO. JT1.8 (REVISED):  To provide the strategic plan, when available

MR. SHEPHERD:  Now, I just have a couple of questions on Appendix 1-SEC-9.  My first question is on page 18.  You've got calculations of deemed return on equity and book return on equity.  Is the difference your debt equity ratio, or is it something else aside from that?

MR. SARDANA:  1-SEC-9, I think, refers to documents that were provided to the board, our board.

MR. SHEPHERD:  Yes, sorry.  So on page 18 of that, summary P&L slides.

MR. SARDANA:  Ah, okay.  I'm sorry, Jay.  What's the question again?

MR. SHEPHERD:  You have deemed return on equity and book return on equity.

MR. SARDANA:  Right.  So the deemed return on equity is just the ROE when you, you know, divide it through by the deemed -- yes, that's right, by the deemed rate base, basically, or the deemed equity part of the rate base.

MR. SHEPHERD:  But the deemed return on equity doesn't adjust for deferred taxes and interest rates.  It's just amounts and stuff like that.

MR. SARDANA:  Correct.  That's right.

MR. SHEPHERD:  The only difference between the two numbers is your debt equity ratio.

MR. SARDANA:  Pretty much, yes.

MR. SHEPHERD:  Okay.  So then I don't understand.  Aren't you planning to go over the 60 percent in 2016?

MR. SARDANA:  Well, at the time of filing, the rate application actually had a rate base of around 160-odd-million, which would have been around the 60/40.

With the working capital adjustment changes that the Board has proposed now, rate base will fall, and that's why we will go slightly over now on the allowed debt equity.  However, in rates, we still only will have the allowed, so, you know, we're not going to get any more from ratepayers or any less from ratepayers?

MR. SHEPHERD:  No, I understand that.  What I'm trying to understand is what numbers you were reporting to your board of directors, and I take it, then, that, at the time that you were reporting these numbers to your board of directors, your debt ratio was still below 60 percent.

MR. SARDANA:  That's correct, yes.

MR. SHEPHERD:  Okay.  I understand.  Then my next question is on page 28.  This is the page "Budget Scenarios."

So can you explain scenario 2?  What is that?

MR. SARDANA:  Sure.  So the way we do our budgeting process is we send out a budget template to all departments.  All the departments put in their detailed operating costs and budgets, et cetera, and then there's really an exec committee that gets together, which is Mr. Marouf, myself, Ms. Mailloux, and we then go through a line-by-line scrutiny, if you will, off that budget of all the departmental budgets, and we make cuts.  This is prior to it going to the board of directors.

We then have -- we then take the budget to the finance and audit committee who also propose changes and cuts and, you know, differences.  And so scenario 2 really is the amalgam of all of those changes.  So you start off with the budget as submitted by departments, but then the OPEX cuts are our own internal cuts that we feel are possible, and that's what comes out from there.

MR. SHEPHERD:  So then in scenario 3, you were telling your board that you were going to propose a budget in the OEB filing that was higher than the budget that you actually wanted.

MR. SARDANA:  I think the proposed budget for the OEB filing is almost a nuanced budget, because as we started to lock down the numbers, information on bond deals, et cetera, came out.

If you look at the numbers, the net income numbers between, you know, 2015 -- pardon me, 2016, 5.906 versus 5.909 are very small, and similarly with the revenue numbers, et cetera, they are very, very small changes.  It's just nuances.  It is not, "Oh, we're going to have another completely entirely different budget for the OEB."  No, they're very small differences.

MR. SHEPHERD:  I'm actually looking at the expense numbers.

MR. SARDANA:  Yes.

MR. SHEPHERD:  The expense numbers show that, having made your operating expense cuts to get to your final budget, which is scenario 2, you then say, "Oh, and by the way, we're going to ask for a half a million dollars more in our filing with the OEB."  I don't understand that.

MR. SARDANA:  I don't think we're saying we're going to ask for a half a million dollars more.  I think what we're -- scenario 2 really is a deep, deep cut that we take a look at, and it's cutting into muscle in the company, if you will.

MR. SHEPHERD:  But you told me that's your final budget.

MR. SARDANA:  It's our budget.  It's not -- you know, it's not -- obviously it is the final budget because that's what the board approves, but it is a budget that we would really, really have to change operations around to meet.  So scenario 3 is a budget that we feel is realistic; that we think is good for the company; that we can live by and not jeopardize the reliability, not jeopardize safety, and so on and so forth.

MR. SHEPHERD:  And what you've told your board is that what you expect to happen out of this OEB process is basically the same as scenario 2.  It's almost identical in all respects; isn't that right?

MR. SARDANA:  It is almost identical to scenario 2 but, again, only under the understanding that, you know, obviously we can't come out unscathed from this process.  There are cuts to be made, and we'll have to deal with them.

MR. SHEPHERD:  Then, finally, on page 31, you have distribution bill impacts, and so you have the OEB filing, the OEB expected, which I assume is the difference that you've already talked about, and then an 8 percent rate increase.  What's the 8 percent rate increase line about?

MR. SARDANA:  That's just the increase that prevails if we get those numbers approved by the OEB in that scenario.  So, you know, if -- oh, no, pardon me.  The 8 percent rate increase is actually closer to 7.5 percent, but if we had the same kind of increase as we did in our last cost of service filing, that's what would prevail.  In the last cost of service filing we had a 7.5 percent increase.

MR. SHEPHERD:  So did somebody -- like, for example, somebody on your board or on a board committee -- ask you to provide the 8 percent number as a comparison?

MR. SARDANA:  Well, they asked for comparisons, and they asked for scenarios, and those are the scenarios we came up with.

MR. SHEPHERD:  So management developed that as a reasonable scenario.

MR. SARDANA:  Management developed that as a scenario.  It's not necessarily a reasonable or unreasonable scenario; that's just a scenario.  We do a whole host of scenarios, and that was the one we brought to them.

MR. SHEPHERD:  You didn't give them other scenarios, just those three?

MR. SARDANA:  We just gave them those three, correct.

MR. SHEPHERD:  All right.  So that's all my questions right now.  Thanks.

MS. VLAHOS:  Thank you, Mr. Shepherd.  Staff has, I believe, one question on Exhibit 1, and my colleague Mr. Ritchie will be asking that question.
Questions by Mr. Ritchie:


MR. RITCHIE:  Good morning.  I'm only referring to

1-Staff-2, and basically this was a question where we want to, I guess, understand really the non-labour inflation that you had factored into the application.  I guess we sort of found originally that there was sort of two different numbers that were being referenced.

In your response to part (a), you didn't really reconcile the question, but I found it more interesting, your response to part (b), where you basically indicated that you didn't rely on other documents or information for this 2 percent inflation factor for non-labour, but instead used the Bank of Canada's inflation control target, the midpoint of sort of the 1 to 3 percent Bank of Canada range.

I found that interesting, and, in fact -- like, because it is a target of the Bank of Canada, and, in fact, I did ask -- well, Staff did send out a document on Friday, which I would like to introduce as an exhibit in the technical conference, and this is basically a presentation that was given by a former deputy governor of the Bank of Canada entitled "Monetary policy decision-making at the Bank of Canada," and, again, I wanted you to have it to peruse it over the weekend.  Did you look over the document?

MR. SARDANA:  Yes, we looked over it, Mr. Ritchie.

MR. RITCHIE:  Thank you.

MS. DJURDJEVIC:  Yeah.  Can we just give this an exhibit number before you move on?  That will be KT1.3.
EXHIBIT NO. KT1.3:  DOCUMENT ENTITLED "Monetary policy decision-making at the Bank of Canada"

MR. VELLONE:  Maybe just to mark it while it's being marked on the record, so I saw it over the weekend.  It came in.  I'm struggling to really see how this is relevant to the application.  I think you are going to ask your questions.  We'll see where it goes, so...

MR. RITCHIE:  And I think where the relevance was coming was because, in fact, in the (b) part of the response you stated that you have used the Bank of Canada inflation control target, and that this document from a former deputy governor of the Bank of Canada was actually talking about the monetary policy and, in fact, the role that the Bank of Canada through its, I guess, almost a memorandum of understanding with the federal government, uses its barest policies, and potentially even the federal government in actually trying to influence interest rates, et cetera, to try and achieve about a 2 percent inflation rate, you know, with sort of almost a dead band, and from my perspective, this is a -- it's a policy target.  It's not an estimate or a forecast, and I sort of like your views on...

MR. SARDANA:  Sure, absolutely.  Mr. Ritchie, I'm just wondering if I should go back to the IR response first and, perhaps, even what was in our narrative on our budget, and then I can come and talk to you about monetary policy, which of course is like breakfast for me, because I love this stuff.  But in any case --


MR. RITCHIE:  You are not the only one.

MR. SARDANA:  So I think I suffered from a bit of poor drafting in that we said all non-payroll expenses were inflated by 2 percent.  That's in fact incorrect.  It should have said some non-payroll items were increased by 2 percent.  In fact, it is very few of them, but regardless, that's the first point.

The second point that I wanted to make is that if we actually back out all the payroll costs and benefits and things like that, the OM&A that is left, the pure OM&A, so work orders and what-have-you and other aspects, the change from 2015 to 2016 is actually a reduction.  Now, we haven't introduced that in evidence anywhere, so I don't have somewhere for you to point to and say there it is, but, you know, if needed we can undertake to do that.

Now, so turning to the monetary policy thing, I think the most interesting part for me was on page 3, where -- it's in the middle paragraph, towards the bottom, where the deputy governor notes:
"It is important to note that the bank takes a symmetric approach to the pursuit of its monetary policy, and it is as concerned about under-shooting the 2 percent as it is about over-shooting it."


So in other words, they've cut interest rates right now because they are clear that the Canadian economy is under-performing.  It is in fact far away from its potential GDP.  And I think that's endemic to central banks around the world except perhaps with the U.S. Fed.

So I think, you know, maybe we can disagree on this, but I think they are trying to get back to 2 percent.  In fact, they have been for months and months.  Most central banks have been trying to get back to their target inflation rates.  They are all trying to inflate.

So, you know, having said that, we only use a 2 percent for very few OM&A items.  That's the backdrop.  Whether 2 percent is correct or 1 percent is correct, you know, we chose the mid-point of the Bank of Canada's target, off the Bank of Canada's band.

MR. RITCHIE:  Okay, I guess in section 2.4.1 of the filing requirements, the Board again -- and this is going into the OM&A, you know, the Board has sort of like expected utilities to document what is their inflation on OM&A and to take into account possible forecasts, such as even the input price index that's used.

And certainly I think both from the Bank of Canada's site, StatsCan, or others, it is very much -- very easy to get both current or forecasted values for the consumer price index, you know, possibly the gross domestic product, implicit price index or that, but you've sort of gone to this target, which, again, you know, is that a forecast of -- for '15 or '16?

MR. SARDANA:  No.  So again, let me emphasize that the 2 percent number was used on relatively few OM&A expenses to go from 2015 to 2016, and predominantly for those that we didn't have good information on, so, you know, maybe to clarify this we can show you the tables that backs out the payroll and -- payroll and benefits type increases and assures the Board that here's the actual increase that prevails when you, you know, do away with the payroll stuff.

MR. RITCHIE:  In fact, I was thinking actually of sort of a potential scenario where I was thinking of, like, for the input price index, which we use for the price cap IR and other IRM type of applications.

MR. SARDANA:  Uh-hmm.

MR. RITCHIE:  Of course, that is a cost-weighted average of sort of labour and non-labour inflation rates, and I took -- yeah, when I read the (a) and (b) responses together was that, okay, 2 percent, but there seems to be some other things.

Now, I also look and say CPI, or even, say, the gross domestic product implicit price index, these really are output-based measures which may or may not pertain more closely to the input price inflation that you have, but they're the best we have.

In this case, I was thinking is that what -- well, and you've actually stated in Exhibit 4, tab 1, sched 1 about the 2.75 percent for the labour inflation for 2015 and 2.5 for 2016.  I was actually wondering if you could undertake to provide what would be sort of like a cost-weighted inflation for OM&A in 2015 and 2016 net of growth -- in other words, net of any additions and net of sort of like the productivity.  In other words, what is the inflation factor that you've really factored into OM&A?

MR. SARDANA:  Yeah, and I think we're saying the same thing, that -- but I think you might be including the labour piece in there, which was, you know, part of our bargain agreements, so -- and I was trying to back out the labour, okay, because that is subject to bargaining.  We can't in the short-run change that.  You know, it's almost like a fixed cost for us, right?


So I was absolutely amenable to providing you the pure OM&A that is after labour and benefits and things like that, but I think you are looking for the entire thing using some sort of implicit inflator?

MR. RITCHIE:  Well, and again, yeah, and maybe it's a matter that you can provide both of these because, again, one thing that I'm looking is to say is that measures like the CPI or GDP IPI, of course, they would include the inflation -- labour-related inflation in those, so you are trying to compare --


MR. SARDANA:  Yeah.  Fair enough.

MR. RITCHIE:  -- what you've got to some of these other current or forecasted numbers, you know, so I think probably maybe the best is to provide both --


MR. SARDANA:  We can do that.

MR. RITCHIE:  -- sets of numbers.

MR. SARDANA:  You know, I can tell you that again this is a very quick analysis that I did over the weekend.  If you back out the labour, which I've been sort of going on about, the OM&A that is left over is actually showing a decrease from 2015 to 2016, so it is a negative change, so our costs when you back out all the labour and benefits and compensation-type increases, which I've said are fixed, it is showing, actually, a reduction, but we'll put that together.

MR. RITCHIE:  And again, I'm saying also, like, net of sort of growth or net of --


MR. SARDANA:  Yes.  Well, yeah, and my analysis did not net out growth or productivity changes, et cetera.  That is a significant undertaking, but we'll have to --


MR. SHEPHERD:  Excuse me, before you give the undertaking, can I just ask a follow-up question to see whether I can assist?

If the inflation rate you use for the things that you -- like the one where you use the 2 percent, if that were instead 1 percent, is the difference material?

MR. SARDANA:  It is not, Jay.  The few items that we use that 2 percent on, they were relatively few items, and they're not material in terms of the overall OM&A budget, so there's that.

But I think Mr. Ritchie's question is a more macro question.

MR. SHEPHERD:  I'm just trying to avoid giving you a lot of extra work.

MR. SARDANA:  No, I appreciate it, Jay.

MS. DJURJEVIC:  So Undertaking JT1.9, do we need to restate it, or was it clear to -- was the question clear to you, Mr. Sardana?

MR. SARDANA:  I think the question -- let me try and clarify it.  I think the question is:  Can we look at the OM&A changes, and we separate out the labour component versus the non-labour component, the change between 2015 and 2016, by factoring in some kind of -- and normalize it for productivity changes and for growth changes, because we are experiencing some of that in our system, and to use an inflation measure that's sort of accepted by the OEB -- so it could be the GDP IPI -- to determine what the change would be if we did that.  Have I got that right, Mr. Ritchie?

MR. RITCHIE:  Yes.  And I think it's really to try and get something on the record to understand really what is the overall level of inflation that you factored into OM&A, whether on an aggregate basis and also on a non-labour basis.  That's fine.  That's fine for me.  Thank you.
UNDERTAKING JT1.9:  to provide a CALCULATION OF THE CHANGE IN OM&A EXPENSES FROM 2015 TO 2016 THAT SEPARATES THE LABOR COMPONENT OF OM&A FROM THE NON LABOUR COMPONENT, NETS OUT ESTIMATED GROWTH AND PRODUCTIVITY, AND APPLIES A MEASURE OF INFLATION TO THESE NET OM&A AMOUNTS TO DETERMINE WHAT THE INCREASE IN OM&A WOULD HAVE BEEN UNDER THIS ANALYSIS


MR. GARNER:  Ms. Vlahos, if that was Board Staff's last question, I have one more question that I omitted when I went through mine if you don't mind I ask.

MS. VLAHOS:  Yes, go ahead.

MR. HARPER:  So it'll get us away from our Milton Friedman moment here to something a little bit different.  It's 1-SEC-16, and there is a table in that response with base targets and stretch targets, and I'm sorry I missed this in my first round.  It's the second table.  You're at the first one, the second table.  And the first question is, I think, pretty straightforward.

Where you see the average number of hours and the average number of times a customer is interrupted at the bottom -- second bottom half of that table, those are the SAIDI and SAIFI equivalents, aren't they?  It doesn't say that, but that's what I took it to be.

MR. MAROUF:  That's correct.

MR. GARNER:  Thank you.  Now, the first question was the -- you have on that table a base target, and the base target I'll take for the number of times the customer is interrupted, which I take as SAIFI.  You have the base target as 0.5 to 1.5, and the stretch target is 1.5.  I'm just trying to reconcile that concept in my head about how your stretch target fits with this sort of base target.  Can you help me understand the meaning of that?

MR. MAROUF:  So what we've done is we've -- on the base target, we've essentially used the OEB scorecard numbers.  On the stretch target, while you could -- while you could certainly state that it's not much of a stretch, it is something we try to strive towards.  So, for instance, it's not a great measure to have a year where, frankly, the last present year, hopefully -- and the balance of the year will prove it out -- and last year where we had no storms.

MR. GARNER:  Right.

MR. MAROUF:  So we reflect on the fact that we will have, on an average year, storms, and those numbers are actually reflective on the average year's experience as opposed to the exception.

MR. GARNER:  Thank you.  And those targets of the 1 and the 1.5 -- let's stay on those rows -- are those stretch targets?  That is, are those targets meaningful in the sense of there is an impact to compensation someplace inside the company?  They affect somebody somewhere, so to speak?

MR. MAROUF:  That's a very good question, and, in fact, the weighting factor, which is the column right next to it, is a weighting on the outcome at 100 percent.  So the simple answer to your question is, yes, there is a compensation impact, but it's a very small impact.  It's 5 percent on the overall, you know, sets of criteria that you see on that page.

MR. GARNER:  Okay.  Thank you.  And the final question is -- and it's just to the row that says "Average number of hours."  I was trying to understand the targets which are between 0.21 and 1.7 or the stretch of 1, and the note for the quarterly reporting that says:
"Ten minutes for causes, 18 total minutes bulk system interruption."


So the 10 minutes and the 1.2, it seems to be not in the same category of reporting.  So how does that 10 minutes relate to the 1.00 or 1.7?

MR. MAROUF:  So this is the midyear report on experience for 2015, and I had just finished mentioning that this year, so far, the storm season has been very quiet.

In addition to that, we have had a number of bulk system changes that have happened as well as distribution system changes, and that it helps improve the -- and lessen the frequency of outages and -- so these are actually reflective of actual experiences 2015, which are obviously much less than the numbers that you're seeing as base and stretch targets.  So one learns from this in subsequent years to say, "Well, you know what?  Maybe our stretch should be a lot tighter than that."  And that's a learning process from year to year.

MR. GARNER:  Yes.  I'm sorry.  You may be underestimating my ignorance, because what I'm really trying to figure out here is you've got a stretch figure of 1.00, and you're reporting 10 minutes, so I'm trying to convert your 10 minutes back to how that looks against 1.00, and I didn't -- I couldn't figure out how to do that.  So as you look at this quarter, how do you say, "Am I close to 1.00, or am I not close to it based on where I am right now?"

MR. MAROUF:  You're much less, actually.  Ten minutes is 10 percent of the one hour.

MR. GARNER:  One hour.  Thank you.  That's what I was trying to figure out.


MR. MAROUF:  Yes.

MR. GARNER:  Thank you.  Those are all my remaining questions.  Thank you.

MS. DJURJEVIC:  Might this be a good time for us to take a break?  Okay.  I guess yes.  So how long do we want; 15 or 20?

I think there were some questions that the Applicants were going to try to answer over the break, so why don't we take 20?  All right.  Then that will give you some time to do that.  Let's come back at 11:30.  That's correct.
--- Recess taken at 11:09 a.m.

--- On resuming at 11:30 a.m.

MS. VLAHOS:  Before we begin any questions on Exhibit 2, are there any matters you wish to discuss?

Preliminary Matters:


MR. VELLONE:  I do have some preliminary items. The first is in respect of Undertaking JT1.6.  Our understanding in that undertaking was it was a request to provide a list of certain actions taken in response to customer engagement activities.  That can be found in the application, Exhibit 1, Appendix 2-AC, and I think it's actually what's showing up on the screen right now.

The second, we did not mark this as an undertaking.  It was in respect of a line of questioning for 1-SEC-1, and I believe the question was:  What was the source of information -- what was the calculation used to arrive at the negative 5 percent efficiency rating.

We've taken a look at the evidentiary record, and the source is not yet on the record, so I do think we probably need to take an undertaking to provide a response, so I'll get a new undertaking number for that.

MS. DJURDJEVIC:  So this will be Undertaking JT1.10, and just to make it clear for record, can you restate it, refer to the exhibit?

MR. VELLONE:  Sure.  So this is to provide the source of the calculation of the negative 5 percent efficiency rating referenced in the response to 1-SEC-1 at page 37.

MS. DJURDJEVIC:  Okay, thank you.

MR. VELLONE:  Thank you.

MS. DJURDJEVIC:  It is JT1.10.

UNDERTAKING NO. JT1.10:  TO PROVIDE THE SOURCE OF THE CALCULATION OF THE NEGATIVE 5 PER CENT EFFICIENCY RATING REFERENCED IN THE RESPONSE TO 1-SEC-1 AT PAGE 37.

MS. VLAHOS:  Okay.  Thank you.  I think we are ready to get started on Exhibit 2.  Mr. Aiken, if you would like to begin.
EXHIBIT 2

Questions by Mr. Aiken:


MR. AIKEN:  Thank you.  My first question, Energy Probe 64, refers to the response to 2-Energy Probe-8, as well as to Table 1-4 in Exhibit 1, tab 2, schedule 4, and the question is:  Please reconcile the response in the interrogatory, the $206,349 of the allocated depreciation in OM&A, as compared to all of the allocated depreciation being shown as OM&A in table 1-4 in the original evidence, which is a figure of $550,440.

MR. BREZINA:  Okay.  Then I will need to take an undertaking to be able to put that together.

MS. DJURDJEVIC:  Okay.  That will be Undertaking JT1.11.

UNDERTAKING NO. JT1.11:  TO RECONCILE THE RESPONSE IN THE INTERROGATORY, THE $206,349 OF THE ALLOCATED DEPRECIATION IN OM&A, AS COMPARED TO ALL OF THE ALLOCATED DEPRECIATION BEING SHOWN AS OM&A IN TABLE 1-4 IN THE ORIGINAL EVIDENCE, WHICH IS A FIGURE OF $550,440.

MR. AIKEN:  My next question is on the response to

2-Energy Probe-11, and this has to do with depreciation rates. The response indicates that Guelph changed depreciation rates effective for 2014 and that the reduction in depreciation was about $363,000 in 2014 and 393,000 in 2015.

So my first question is:  Can you confirm that this results in rate base in 2016 being about $750,000 higher than if the old depreciation rates had been continued?

MR. BREZINA:  That's correct.

MR. AIKEN:  And then the second part of that question is:  How has Guelph proposed that this $750,000 increase in rate base as a result of the accounting change be returned to customers?

MR. SARDANA:  Mr. Aiken, I am just having some difficulty -- just having some difficulty understanding your question, in that, you know, we're applying depreciation policy or applying policy that's generally accepted.  The outcome of that is rate base goes up.  You know, I mean --


MR. AIKEN:  Well, your 2012 rates were based on a certain set of depreciation rates.

MR. SARDANA:  Correct.

MR. AIKEN:  You've changed those, you've lowered those, so ratepayers have paid through their 2012 rates through the IRM adjustment based on one set of rates, which includes a higher depreciation expense, which did not occur, so now you're asking ratepayers to pay for a higher rate base starting in 2016, on top of the fact that they've already paid the higher depreciation rates.

MR. SARDANA:  Right, but I guess --


MR. AIKEN:  This is like an account 1575-76 transitional change.

MR. SARDANA:  Yeah, I'm just -- you know, I mean, policies change all the time, I mean, and they lead to expense changes all the time.  I mean, you know, we could have it changed to cost of capital, for example, where people paid under a certain cost-of-capital numbers and then they get changed because of a policy change.  I don't know why we would necessarily return that to ratepayers.

MR. AIKEN:  So you don't consider ratepayers paying that twice?

MR. SARDANA:  No, I don't consider that being paid twice.

MR. AIKEN:  So if your depreciation rates were to go in the opposite direction, you will not be coming in for the next five years to recover depreciation that wasn't built into rates.

MR. SARDANA:  Well, I mean, I guess what I'm postulating is that changes happen all the time.  If this change went against ratepayers, but they could have changes that go in their favour as well down the road, but we're applying a certain policy, and this is the outcome of that policy.

MR. AIKEN:  You mentioned that you are reviewing your capitalization policy.

MR. SARDANA:  Right.

MR. AIKEN:  If you capitalize a different amount, are you going to be coming in during your IRM term to recover or to rebate that impact of rates?

MR. SARDANA:  I think it is too early for us to tell, for me to give you an answer to that.  We don't know what the outcome of that review will be.

MR. AIKEN:  Well, should it matter?

MR. SARDANA:  It should matter, but, you know, we haven't even started to embark on that review.  We've just said we need to take a look at it.

MR. AIKEN:  My next question, Energy Probe 66, is based on the response to 2-Energy Probe-17.  This has to do with the working capital cost-of-power calculation.

In table 2, which is on the second page of that response, you will see the global adjustment column shows .07488.  My question is:  Can you show how this number is derived from the April 20th, 2015 regulated price plan price report?  Because I see a number there of something in excess of 8 cents.

MS. BIRCEANU:  I want to be more clear on your question, so we reflected, as requested, the estimated RPP prices and market prices and global adjustment as per the last RPP and OEB report on RPP.

So what is your question, once again?  I don't understand what it is --


MR. AIKEN:  My question is, you are showing a figure of .07488 as the global adjustment.   When I look at the regulated price plan price report I see a figure of .08194.

MS. BIRCEANU:  I have to check that.  It could be a mistake.  So we can review it.

MS. DJURDJEVIC:  We'll make that Undertaking JT1.12, and it is to advise of the correct amount -- or to correct the global adjustment amount on Table 2, Energy Probe 17-2.
UNDERTAKING NO. JT1.12:  TO CORRECT THE GLOBAL ADJUSTMENT AMOUNT ON TABLE 2, ENERGY PROBE 17-2.

MR. AIKEN:  My next question refers to the response to 2-Energy Probe-18.  The first one, I think, is just a clarification in the response to Table 2, Energy Probe 18(a) and (b), the two tables provided on the following pages.

The budget column for each year is labelled "2012 COS":

"Please confirm that these columns should be labelled as the budget amount for each of those individual years."


MR. WITTEMUND:  Yes, that's correct.

MR. AIKEN:  Okay, can you please explain the significant increase in capital additions included in rates shown in Table 2, Energy Probe 18B shown for 2015 as compared to budget.

You will see the budget there, 15.8 million, versus rolled into base rates, 19.8 million.

MR. BREZINA:  The increase was due to expenditures that were made in 2014 that were sitting in -- that weren't in use in -- and were in CWIP.

MR. VELLONE:  We're going to start that answer again just so that the court reporter can catch everything you said.  I apologize.

MR. BREZINA:  Okay.

MR. AIKEN:  Go ahead.

MR. BREZINA:  The increase is due to capital expenditures that were made in 2014.  The increase was due to capital expenditures that were made in 2014 and were in CWIP at the end of the year.

MR. AIKEN:  Okay.  And then the third part of my question on this response is I'm having trouble reconciling the figures provided for 2012 through 2016 in these two tables, A and B, with the capital expenditures and the capital additions to rate base shown in the continuity schedules and in tables 2-5 through 2-9 in the original evidence, Exhibit 2, tab 1, schedule 1.

As an example, in 2016, table B, which is capital additions rolled into rate base, shows 13.93 million, whereas, in the continuity schedule, I see 10.78 million.  There are differences in all of those years, 2012 through 2016.

MR. BREZINA:  Yes.  I think one of the previous undertakings was to provide a reconciliation.  I think it was the first undertaking.

MR. AIKEN:  Yes.  But I'm not sure that that referenced the same numbers that are in tables A and B here.  If they are different, would you undertake to reconcile these numbers?  If they are the same, then just refer to the previous undertaking.

MR. BREZINA:  Yes, they are the same.

MS. DJURJEVIC:  Do we need the undertaking, or is the answer on the record?

MR. BREZINA:  These numbers are the same what's in the continuity schedule.

MS. DJURJEVIC:  The reference at JT1.1 referred to a different document but -- or documents reference.

MR. VELLONE:  Yes, just for the sake of clarity.

MS. DJURJEVIC:  But the information is the same?

MR. VELLONE:  Just for the sake of clarity on the record, I'm going to ask for a separate undertaking number for this.  If the answer is the same, we can point back.  If it's slightly different, we can deal with it.

MS. DJURJEVIC:  So this undertaking, JT1.13, would be to reconcile the amounts at table 2, Energy Probe 18(a) and (b), with the continuity schedule.  Do have I that right?  Okay.
UNDERTAKING NO. JT1.13:  To reconcile the amounts at table 2, Energy Probe 18(a) and (b), with the continuity schedule

MR. SHEPHERD:  Can I ask a follow-up question on that?  I'm looking at this 2-Energy Probe-18(b).  Am I right that the cost of service budget numbers are not on the same basis as the capital additions numbers, the actuals?  That one has -- one is expenditures, and the other is capital additions; is that right?

MR. BREZINA:  Correct.

MR. SHEPHERD:  So can you provide this, a comparison of capital additions budgeted and actual for each of these years?  Capital additions -- so the comparison is on the same basis.  Could you do that?

MR. BREZINA:  Yes, we can do that.

MR. SHEPHERD:  Thank you.

MS. DJURJEVIC:  That will be Undertaking JT1.14, the comparison of capital additions, budgeted and actual.

MR. SHEPHERD:  Thank you.
UNDERTAKING NO. JT1.14:  TO PROVIDE COMPARISONS OF CAPITAL ADDITIONS, BUDGETED AND ACTUAL for each of the stated years


MR. BREZINA:  Actually, the budget, we don't budget for change in CWIP, so the budget numbers for capital expenditures are the budgeted numbers.  There aren't budgeted capital additions, because we don't budget for a change in the CWIP because it's -- there's no way to know that.

MR. SHEPHERD:  You don't have a plan for when you're to go finish your projects?  I mean, surely, for most of your projects, you have an in-service date planned in your capital plan.

MR. WITTEMUND:  We do have, you know, a planned in-service date for most projects.  You know, as projects -- as we proceed, you know, things come up, prioritizations of projects change, and in-service dates do change.  So that causes the change in possible CWIP from year to year.

MR. SHEPHERD:  So, sorry.  So your plan assumes that your CWIP will be identical, which means that -- is that right?  Each year?

MR. WITTEMUND:  Correct.

MR. SHEPHERD:  Well, then, how does that happen when you're doing particular projects that either end or don't end at particular times?  You're not planning to end your projects to keep your CWIP identical, are you?

MR. WITTEMUND:  No.  But we're forecasting our CWIP because we know projects expand from year to year, and they're not all completed within a single calendar year.  Sorry, maybe I'm misunderstanding the question.

MR. AIKEN:  Yes.  Maybe I can just jump in here because I'm looking at the continuity schedules, and for 2014, which I understand is actuals, you started the year with about $2.9 million in CWIP.  That all got put into rate base in 2014, but you added $4.6 million to CWIP.  Then when you go to 2015, that $4.6 million gets put into rate base in 2015, but you added $1.2 million to CWIP.

So those numbers are different.  The only place where they're different is if now you go to 2016, you start with $1.2 million in CWIP.  That gets added into rate base in 2016, but there's another $1.2 million in capital expenditures that goes into CWIP in 2016.  That's the only place that I see where the CWIP stays the same is for 2015 and 2016.

MR. WITTEMUND:  Correct.

MR. SHEPHERD:  What I'm trying to address is -- and what I was asking for in the undertaking was:  The change in CWIP isn't identical to the difference between budgeted and actual, and so what I'm looking for is, if you adjust for CWIP, what is the actual difference that you have between budget and actual in each year?

So, for example, let's take 2014 system access.  You had a budget that -- of $5.4 million, and you ended up at $4.1 million.  Some of that difference will be because of change to CWIP.  The rest of it will not.  That's what I'm trying to determine.

MR. WITTEMUND:  Okay.  So the column 2012 cost of service budget, that is a budget that was put forward in the -- our previous cost of service filing, which we're comparing to -- against actuals, so our actual numbers in 2014 comparative to a budget that was developed in 2011 and 2012 that we're comparing to.  So you're correct; it's not -- it's changes in projects that could account for the variance between budget and actuals and specifically speaking to 2012, where we have a cost of service -- 2012 cost of service budget compared to actuals provided in our Exhibit 2, we presented variances from our previous budget to actuals which describe the changes between the two.

MR. SHEPHERD:  Okay.  I -- so you are saying that everything I'm asking for is on the record somewhere?

MR. WITTEMUND:  If you are asking for the variance between the budget column and the actual column for 2012 specifically, yes, we provided that in Exhibit 2.  Variances between our budget and actual, the actual specific variances for the other years, they are not.  We did a variance analysis from year to year, but not from the budget from our 2012 cost of service to actuals for other years because we didn't have -- for example, 2013, we didn't have a detailed 2012 cost of service budget, and so our comparison was that -- it was a planned budget.

MR. SHEPHERD:  So, for 2013, 2014, and 2015 -- sorry, 2013 and 2014 --


MR. WITTEMUND:  Yes.

MR. SHEPHERD:  -- these 2012 cost of service budgets were actually updated to new budgets.

MR. WITTEMUND:  No, they weren't.  They were the ones that we presented in our 2012 cost of service.

MR. SHEPHERD:  No.  But for your internal purposes, you did a new budget for those years.

MR. WITTEMUND:  Yes, we did.  We did, yes.

MR. SHEPHERD:  And we have those on the record somewhere?


MR. WITTEMUND:  I believe it was part of an interrogatory question.  I'll have to find the exact -- but I believe we do have those updated budget numbers.

MR. SHEPHERD:  Could you take a look at that at the break and maybe --


MR. WITTEMUND:  Yes, absolutely.

MR. SHEPHERD:  -- we can avoid an undertaking.

MR. WITTEMUND:  Absolutely.

MS. DJURDJEVIC:  Should we give this an undertaking in any event?

MR. SHEPHERD:  No, I'm trying to avoid an --


MS. DJURDJEVIC:  Oh, you --


MR. SHEPHERD:  -- undertaking by --


MS. DJURDJEVIC:  Okay.  Okay.

MR. SHEPHERD:  -- getting him to look at --


MR. WITTEMUND:  We'll follow up.

MR. AIKEN:  I'm thinking whether I'm more confused now than I was before or not.  You mentioned 2012, so I want to go back to 2012, and maybe if we can get Table 2-5 up on the screen, which is a continuity schedule in Exhibit 2 for 2012.  I know you're going to reconcile these numbers, but I just want to make sure that we're all on the same page as to what's being reconciled here.

MS. MURRAY:  I'm sorry, Table 2 dash --


MR. AIKEN:  5.

MS. MURRAY:  -- 5?

MR. AIKEN:  Yeah.  Now, if you go near the bottom under the cost additions, you will see the subtotal before work in progress is 9.553 million, so that's the amount that's being added to rate base or was added to rate base in 2012.

And am I correct that I would add in the work in progress, non-distribution assets, and the work in progress distribution system to come up with a bottom-line number, the 10,744,000.  That's your capital expenditures for the year.  So that's what -- what went into rate base plus what went into work in progress.

MR. BREZINA:  No, it's not just adding in the CWIP, it's adding in or subtracting the difference between the current year's CWIP and the previous year's CWIP.

MR. AIKEN:  Okay.  So the 10.7, would I subtract off the 1.6 million that was in CWIP at the beginning of the year?

MR. BREZINA:  Correct.

MR. AIKEN:  So that would give me about 9.1.

Now, keep that table in front of you there.  When I look at the response to 2-Energy Probe-18(a), it says: "The actual" -- and this is capital expenditures -- "The actual expenditures for 2012 are 11.7 million."

We've just now said that it was actually 9.1, so that's the one area I need reconciled.

The second one is, if you go to 2-Energy Probe-18(b), which is capital additions rolled into rate base, the actual 2012 shows 12.2 million, versus the 9.5 that's shown in the continuity schedule.  That's the second difference.  And it's like that for all of the years.

MS. DJURDJEVIC:  I don't think we need a separate undertaking for this.  If I'm not mistaken, this would be captured by JT1.13, which is to reconcile these two tables with continuity schedules; is that correct?

MR. AIKEN:  That's correct.  I just wanted to point out the differences I'm actually looking at.

Okay.  My next question, Energy Probe 68, will be on the response to 2-Energy Probe-20.  This was related to the D1 factor.  And I just want to confirm that there is no impact on the test-year revenue requirement of the putting into abeyance of the request for the elimination of the half-year rule and test-year capital additions, because it had no impact in the test year to begin with; is that correct?

MS. BIRCEANU:  So there is no impact on the test year.

MR. AIKEN:  Yeah.  The next question is on the response to 2-Staff-6 and 2-VECC-16, and part (e) of the first response, so that's the 2-Staff-6, indicates that approval by the board of directors is expected in the fall of 2015, while part (b) of the VECC response indicates that design and permitting work will proceed in mid-August.

So my question is:  Are you proceeding with this project or with the initiation of this project prior to board-of-director approval?

MR. VENEMAN:  We expect to have approval on August 26th, I think is the board meeting date, and once we have that approval we'll move ahead with the engineering side of the project.

MR. AIKEN:  Okay.  Then this is specific now to the VECC response, so 2-VECC-16, and there is a table on the last page of the response, 2-VECC-16(c).  Yes, that's it.

Can you explain what's included in the cost of $254,500 in 2015 and 154,135 in 2016, on the line "building/fixtures"?

MR. VENEMAN:  That one -- that's our building and fixtures budget item.  That includes things like maintenance to the building, replacements of HVAC equipment, that kind of thing.  I can get you some specifics later on, but I don't think we need an undertaking.

MR. MAROUF:  Mr. Aiken, that's just the current existing building.  It is spending on the existing.  That's not new additions or anything like that.

MR. AIKEN:  Okay.  Right.  And then the last part of my question there is, you have projected costs of $500,000 closed to rate base in 2015 and 650,000 closed to rate base in 2016 related to the building addition.

Please explain what the 2015 expenditures are related to and what the 2016 expenditures are related to.

MR. VENEMAN:  Okay, '15 is the engineering, architectural, and the first part of the construction.  And then '16 would finish off the construction side of that project.

MR. AIKEN:  And I believe I've read that your -- that this building addition will be ready for occupancy in 2016?

MR. VENEMAN:  Right.

MR. AIKEN:  Yeah, okay.  Thank you.  Those are my questions on Exhibit 2.

MS. VLAHOS:  Mr. Garner?

MR. GARNER:  Actually, we've agreed with Schools that they would go next.  I'll go last.

MS. VLAHOS:  Okay, Mr. Shepherd?

MS. GRICE:  It is going to be me.

MS. VLAHOS:  Oh, sorry, Ms. Grice, sorry about that.
Questions by Ms. Grice:


MS. GRICE:  That's okay.  Thank you.

Okay.  My first question is related to 2-SEC-20, and this has to do with the building addition as well, and in response to part (c) it talks about the new addition allowing for 238 square feet per employee.  I just wondered if Guelph looked at industry standards and if that's where footage per employee is in keeping with those standards?

MR. VENEMAN:  Yeah, we did look at industry standards for office space, and these are average numbers that are out there for -- there's different numbers depending on which study you want to look at online, but this is typical for an average office space when you include common areas as well.  This isn't the size of each cubicle, but this is a general average number.

MS. GRICE:  But I thought the 238 was excluding all of those common areas.

MR. VENEMAN:  No, that includes hallways, common areas.

MS. GRICE:  Oh, okay, okay.

MR. VENEMAN:  Yeah.

MS. GRICE:  Okay.  2-SEC-22.  We asked a question about the capital programmes that were driven by asset unit replacement, and in response to part (b) you indicate that it's related to the distribution system transformer replacement upgrades programme, so I just wanted to confirm what the actual asset units are that are being replaced under that programme, if it's just transformers?  Is that
-- or are there other units as well?

MR. WITTEMUND:  The assets under that programme are transformers only.

MS. GRICE:  Okay, that's what I thought.  Thank you.

Okay.  On 2-SEC-23 we asked in part (d) that you show the systems operations and system maintenance cost separately for each year, which you provided in a table.

And I just wanted to compare those costs to another place in the evidence where you provide system operations and maintenance costs, and that's at Exhibit 2, tab 2, schedule 4, page 2.

MS. MURRAY:  I'm sorry, say that again?

MS. GRICE:  I'm sorry, Exhibit 2, tab 2, schedule 4, page 2.

If we look at the system operations and maintenance totals, they're for the years 2012 to 2016.  They don't reconcile to the totals on the table in 2-SEC-23, and I just wondered what the reason for that was, if I missed something.

MR. BREZINA:  We're going to need to take a look at that in an undertaking.

MS. DJURJEVIC:  That will be undertaking JT1.15.  It's to compare the system operations and maintenance cost referenced in 2-SEC-23 and -- what's the other document reference?  Exhibit 2, tab 2, schedule 4, page 2.
UNDERTAKING NO. JT1.15:  TO COMPARE THE SYSTEM OPERATIONS AND MAINTENANCE COST REFERENCED IN 2-SEC-23 AND EXHIBIT 2, TAB 2, SCHEDULE 4, PAGE 2

MS. GRICE:  Thank you.  My next question is 2-SEC-24.  In that question, we were asking for information about in-house cost versus contractor cost, and you indicated that you have only one activity where you perform the same activity in-house versus contractor, and it's for the excavation of holes and poles and anchors.  I notice the differential in the cost is about 50 percent more to do it in-house, and I wondered if you could just explain why that is.

MR. WITTEMUND:  So one of the differences for how we contract out the excavation of the holes to a contractor, it's a vacuum truck that excavates the holes, and it's a fixed cost that they do for the excavation of the holes.  The methodology behind Guelph Hydro doing it is it's an auger, and so it's quite a bit longer for that time for our employees to do that.  So that's the price comparison, really, between the two activities.

MS. GRICE:  Is there any plan to look at changing Guelph Hydro's practice to be more in keeping with that, the contractor cost?  Is that something that could be done?

MR. WITTEMUND:  Well, we strictly use the contractor for the excavation of poles right now, so we don't use our internal personnel to excavate for holes, for poles, or for anchors.

MS. GRICE:  Oh, I'm sorry.  This is just a comparison, if you were to do it, what it would cost?

MR. WITTEMUND:  Yes.


MS. GRICE:  Oh, okay.

MR. WITTEMUND:  And we currently utilize a contractor for that, I believe, 100 percent of the time.

MS. GRICE:  Okay.  Got it.  Thank you.

MR. WITTEMUND:  Yes.

MS. GRICE:  If we can turn to 2-SEC-27.  We asked in this interrogatory for Guelph to provide the assets that are replaced on a proactive basis versus a reactive basis, and I just was looking for this in the evidence over the weekend, and I couldn't find it.  Is there anywhere in the evidence where you've provided the reactive capital budget historically versus the plan for 2016 to 2020?

MR. WITTEMUND:  Sorry, when you say "Reactive capital budget..."

MS. GRICE:  I guess I mean emergency capital replacements.

MR. WITTEMUND:  I don't believe so, no.

MS. GRICE:  Okay.  And the reason I'm interested is because there's reference in the evidence to reactive capital expenditures going down as a result of your capital planning.  So if we could get that, that would be great, just the historical reactive capital budget for the years 2011 to 2015 and then what you forecast for 2016 to 2020.

MR. WITTEMUND:  Okay.  We will take that on as an undertaking.

MS. GRICE:  Thank you.

MS. DJURJEVIC:  That will be Undertaking JT1.16.

UNDERTAKING NO. JT1.16:  TO PROVIDE THE HISTORICAL REACTIVE CAPITAL BUDGET FOR THE YEARS 2011 TO 2015 AND THE FORECASTS FOR 2016 TO 2020

MS. GRICE:  In 2-SEC-28, we asked about the cost savings and efficiencies, and you explained that it's very difficult to quantify what those savings would be, so I just wanted to confirm, based on that response, have you included any savings in the application as a result of the efficiencies that you provided in Exhibit 2, appendix 2A, pages 38 to 39?

MR. WITTEMUND:  Yes, those efficiencies are built in.

MS. GRICE:  Do you have a cost savings, then, for 2016 that you could provide us with related to those?

MR. WITTEMUND:  It's more so on a general sense that those activities that we're talking about are going to reduce our O&M spending.  Specifically for each item, it's difficult for us to quantify those, so it's more on a general sense that, by employing these efficiencies, we expect our O&M costs to go down.

MS. GRICE:  Did you have an overall percentage that you can provide us with, just so we have a sense of how that was applied?

MR. WITTEMUND:  There was no overall percentage that we applied; it was just more on a general basis that we expect our O&M costs to go down by utilizing some of these efficiencies, so not a specific quantity or number.

MS. GRICE:  Okay.  Next is 2-SEC-29.  The discussion here is around new standardized drawings, and I just wondered when you adopted the USF standard drawings.  When was that?

MR. WITTEMUND:  The specific time frame was, I believe, in 2011 where we -- 2011 or 2012 where we adopted the use of USF standards, so we've been using them for two to three years now along with Guelph Hydro standards as well.

MS. GRICE:  Okay.  And you say in the response that the adoption of these standards for overhead constructions provide savings and design time.  And have those savings been built into the application for 2016?

MR. WITTEMUND:  Yes.  So the utilisation of these standards has allowed us to create engineering designs in a more efficient manner, and, yes, they have been.

MS. GRICE:  Okay.  Thank you.  I just have a question on 2-SEC-34, and Guelph had identified that you have a power quality metric that's outside of the scorecard, and we asked in part (b) for Guelph to discuss when this metric was implemented.  The response says that you've always investigated power quality issues.  However, the use of power monitoring tools to assist in determining the costs of the power quality issues began in 2002.

If you could just please summarise what those power monitoring tools are?

MR. WITTEMUND:  So if we get a customer request to investigate a power quality issue, we'll connect a device that will measure -- really measure any disturbances on the service.  It's really a clamp-on metering type tool that will provide us with that analysis.  It will -- the output of that is an electronic file that will allow us to see if there's any disturbances over a period of time.

MS. GRICE:  So that's at a customer request.  You don't do that on your own behalf?

MR. WITTEMUND:  No.  If the customer requests or identifies a power quality issue, when we investigate it, if we can't find the root cause by just going and investigating it, we'll install these power quality tools to try to figure out if there is another issue that we're not seeing when we investigate it out the first time.

MS. GRICE:  Okay.  Thank you.  Okay.  2-SEC-40, please.

So this question is related to improvements to construction standards.  The response indicates that the standard pole-framing has been changed to allow for a higher level of clearance between overhead electrical conductors.

And I wondered, what is the higher level of clearance that you're achieving?  I assume you are putting in taller poles now, and I just wondered what the differential was.


MR. WITTEMUND:  So the differential is the change in clearance between our bottom phase and our neutral.  We have adopted the USF standard that the standard is 10 feet, 6 inches between the lowest conductor and our neutral. It allows for an improved clearance so that we can install equipment and allow for that space.

MS. GRICE:  And what was it previously; do you know?

MR. WITTEMUND:  It varied.  In some cases it was greater than 6 feet, up to 10-and-a-half feet or 11 feet, but allowing for this 10-and-a-half feet gave us the ability to install equipment for future projects at a later date with that improved clearance.

MS. GRICE:  Okay.  And as a result of the improved clearance, do you expect to see decreases in your foreign interference and tree contact outages?

MR. WITTEMUND:  It's hard to say.  By having a taller pole and improved clearances, it may.  I'll go back to the tree-trimming that we do.  That's really the avenue that improves our clearances between conductors and foreign interferences.  It's hard to say that that's going to have a direct impact on that.

MS. GRICE:  Okay.   And just a general question:  Are you aware if this is -- if the industry, so other LDCs that are similar to you, are moving to this improved standard?  Is that something that the neighbouring utilities around Guelph are doing as well?

MR. WITTEMUND:  They are.  They may have adopted these standards prior to us or been moving in that direction.  Guelph Hydro was one of the -- we joined the united -- the USF group later than some utilities.

MS. GRICE:  So are there -- can you just let me know some of the utilities that are in the USF group?

MR. WITTEMUND:  Yep, so offhand the ones that, you know, we have communications with is, you know, Waterloo North Hydro.  I believe they were an early adaptor of the USF standards.  North Bay Hydro is another one.  I believe there's greater than 50 utilities in that pool of utilities that are part of this group.

MS. GRICE:  Okay.  Thank you.

Okay.  2-SEC-45.  You provided an example of how you use -- or how you develop costs for your budget based on known counts and types of assets contained in a project area combined with generic estimates to replace each asset type.  And that was very helpful.  I just wondered if you track your accuracy rates with respect to estimating versus what the actual cost was.

MR. WITTEMUND:  We don't specifically track it.  On the completion of every project we do run a cost variance report to -- it gives the ability to go back and see if there is any improvements to our estimates and actuals, so we don't specifically track as a metric, but we do monitor it.  We do on a project-by-project basis go back and review the variance to actuals of our estimating versus the actuals, and typically we're within a 5 to 10 percent range actual versus estimates.

MS. GRICE:  Okay, and then based on that exercise, do you update your generic estimates for assets on an annual basis?

MR. WITTEMUND:  Sorry, do we update our assets?

MS. GRICE:  Sorry, the unit -- like, your generic unit costs that are you are applying to do your estimating, do you update it on an annual basis based on your actual versus estimating?

MR. WITTEMUND:  I wouldn't say they are done on an annual basis.  They are updated periodically.  If we do -- if we change a method of construction which gives us -- it will provide with us an improved insulation, so I wouldn't say they're done annually, but they are more done periodically if we do notice a difference between -- a major difference between our estimates and actuals where we can minimize that difference in our estimating software.

MS. GRICE:  Thank you.

I have a question related to 2-SEC-47.  In this interrogatory we asked for a summary of your Kinectrics 2014 report so that we could get a sense of the quantities of assets under each asset category that were in very poor, poor, fair, good, and very good condition.  And we asked for the number of planned replacements for the years 2015 to 2020, and then we asked for 2014, and in the response you indicate that you do not specifically track the quantities of each asset type replaced or whether the replacement was related specifically to asset health results, so therefore quantities for 2014 are not available without extensive manual record-searching and processing, and I just kind of wanted to understand that further, how your data is tracked and how you then can use historical replacement rates to inform your new capital budgeting if you are not tracking that.  I just didn't fully understand how -- what you are tracking and why you wouldn't want to track that.

MR. WITTEMUND:  So we don't track it specifically on an asset level, so if we replace certain assets for a renewal-type project or assets are replaced for projects related to growth, so we don't specifically track that information on an asset level to -- yeah.

MS. GRICE:  So if we were to ask for this table, you know, what the condition looked like, say, in 2011, I believe in 2011 you had Kinectrics do a similar asset condition assessment?

MR. WITTEMUND:  Correct, we had two previous ACAs done before the most recent one, yes.

MS. GRICE:  So if we had a version of this table for 2011 and knew where the quantities were in terms of condition and we compared it to what it looks like in 2014, would that help us understand the assets that have been in poor and very poor condition, what has been replaced?

MR. WITTEMUND:  It may.  Without specifically looking at that I couldn't comment on that, but it may assist in that.  Our condition assessments that were done in 2000 and -- the previous two, there has been improvements made over the years on the ACA and our asset management procedures -- or our asset management has matured over the past few years. So I'm not sure if those are going to give you the specific data.

MS. GRICE:  Could I ask you to file as an undertaking the 2011 -- I believe it's 2011 and 2013 asset condition assessment document?

MR. WITTEMUND:  Yes.

MS. GRICE:  By Kinectrics?

MR. WITTEMUND:  Yes.

MS. GRICE:  Thank you.

MS. DJURJEVIC:  That will be Undertaking JT1.17.

UNDERTAKING NO. JT1.17:  TO PROVIDE THE 2011 AND 2013 ASSET CONDITION ASSESSMENT DOCUMENT.

MS. GRICE:  And just in terms of the condition ratings, can you speak a little bit to what the condition ratings of very poor, poor, fair, good, and very good mean to you in terms of the timing of the replacements, what the recommendation is in terms of the time frame that those assets should be replaced?

MR. WITTEMUND:  Generally speaking, you know, assets that are typically in a very poor condition are in the near-term, you know, probably in the three-year time frame.  I'm giving you a general sense, not specifically here.  Poor assets could be in a slightly longer than a near term -- or the short term, sorry.


So it has -- it could range.  It changes between each asset as well.  So I can't give you a specific time frame for the condition -- what each condition means.

MS. GRICE:  Just in a general sense, what does "fair condition" mean?

MR. WITTEMUND:  Fair condition could be in the midterm.  We could be replacing that asset in the five- to ten-year range.

MS. GRICE:  In the Kinectrics report, do they set out their understanding of those condition categories?

MR. WITTEMUND:  I believe there are descriptions on what each one means.  I think there is a description in the study on those.  I don't believe a time frame is actually attached to each one, but I believe there's a description.  Like I said, I believe -- it'll change between assets as well, because we do a health index rating for each asset.

MS. GRICE:  Okay.  And then I just caught this while we were looking at Exhibit 1 this morning, but I just wanted to cross-reference two tables where you're showing planned asset replacement, so if we can just keep 2-SEC-47 and then just have a quick look at 2-Staff-21, and it's table 21-B-1.  If you just scroll up a bit, it'll show the quantity to be replaced, levellized for 2013, and then the quantity based on 2014.  Ad I just notice that, if we just look at pole-mounted transformers, you've got 87 in 2015, and then if we go back to 2-SEC-47, it's 22 for 2015.  I just wondered what the difference was there.

MR. WITTEMUND:  Part of the difference -- this is -- 2-SEC-47 discusses assets to be replaced as part of renewal.  The levellized plan that was conducted or as an output of the ACA includes all pole-mounted transformers, so they could be -- we could have a project, a capital investment program project related to infrastructure, improvement, or relocation for a city project where some of these assets are replaced for that project which will get included and not part of this table in 2-SEC-47.

MS. GRICE:  So 2-SEC-47 is just renewal?

MR. WITTEMUND:  I believe so, yes.

MS. GRICE:  Okay.  2-SEC-48, we asked for the percentage of asset quantities that are at or beyond useful life, and I just wondered if Guelph Hydro calculates a replacement frequency or a replacement rate per year, so, for instance, if you were to prepare the same table, say, back in 2011 and looked at the percentage of asset quantities at or beyond useful life and compared it to 2014, you'd be able to derive a replacement rate of those end-of-life assets.  Do you look at your system that way?

MR. WITTEMUND:  Sorry, just to clarify, when you say "replacement rate," are you looking at the final column in that where we talk about the quantity at or beyond?

MS. GRICE:  No.  It would be the number that would calculate, so how many were at end of useful life in 2011?  How many are at end of useful life in 2014?  And then there would be a calculation that would be the replacement frequency, so your replacement rate between 2011 and 2014, because the quantity of end-of-life assets has changed.  So you might be replacing more than are at end of life because of other reasons such as an asset is obsolete or something.  I was just trying to get a sense of if you calculate a replacement frequency or a replacement rate by asset type.

MR. WITTEMUND:  No, we don't.  We do not do that.

MS. GRICE:  Is that something you could calculate?

MR. WITTEMUND:  I'd have to look into that, whether or not we actually have the specific data for that, but typically if we're able to -- if we have the data, we're including it and tracking it and using it as a metrics, similar to what we do with data availability.  You know, it's another metric that we track.  So we utilize it in our AM processes.  So, for that, I don't believe we track it because we don't have the data for it.

MS. GRICE:  Could you confirm that in an undertaking, please?

MS. DJURJEVIC:  It will be undertaking JT1.18.

UNDERTAKING NO. JT1.18:  TO CONFIRM WHETHER OR NOT A CALCULATION BY REPLACEMENT FREQUENCY OR A REPLACEMENT RATE BY ASSET TYPE CAN BE DONE

MS. GRICE:  Okay.  2-SEC-49, we asked for the tree trimming budget and then the total kilometres that are trimmed per year, and I just noticed that, in 2015, the dollars per kilometre is greater than the average of the past five years by approximately 30 percent, and I just wondered if there is a reason why costs have increased.

MR. WITTEMUND:  Sorry, are you looking at the table in 2-SEC-49C?

MS. GRICE:  Yes.  And I just divided the cost by the kilometres.  So, for instance, in 2014, it was 1,283 -- approximately $1,283 per kilometre.  2015 looks like it's going to come in around $966, and then in 2016, it's $1,417 per kilometre.  I just wondered why -- what would account for that increase in kilometre for tree trimming.

MR. VENEMAN:  I can speak a little bit to that.  We contract out 100 percent of our planned tree trimming, and it's a three-year contract with an arborist company.  We have years when the costs to do the tree trimming are higher than others just based on how busy the contractors are.

There are a different number of kilometres in each cycle, as you can see on the total as well, so certain areas where the trees are grouped together, you're going to get less cost per kilometre.  Other areas, it does go up.  We've also recently included Rockwood as part of that.  So it's really dependent on what their bid is.  So that's a difficult one to budget and keep consistent as far as trees trimmed per kilometre, the cost.

MS. GRICE:  Okay.  Thank you.  I'm almost done.  I just wondered, for questions receipted to -- I will give the references, but I was hoping we could get the actual Excel spreadsheets filed.  So that would be 2-SEC-51, 2-SEC-52, 2-SEC-55, and 2-SEC-56.

MS. DJURJEVIC:  Was that undertaking requested and given?

MR. WITTEMUND:  Sorry, JT1.19, you said?

MS. DJURJEVIC:  It would be Undertaking JT1.19, and if I understood correctly, it's to provide the actual Excel spreadsheets referenced in 2-SEC-51, 52, 55, and 56.

MS. GRICE:  That's correct.

UNDERTAKING NO. JT1.19:  TO PROVIDE THE ACTUAL EXCEL SPREADSHEETS REFERENCED IN 2-SEC-51, 52, 55, AND 56

MS. GRICE:  I just have a general question regarding in-service dates for projects in 2015.  I wondered if there had been any significant changes with respect to the timing of in-service conditions and, if so, if Guelph could please provide an update.

MR. WITTEMUND:  There hasn't been any significant changes to any projects that we included in the 2015 capital plan.  We actually review this on an ongoing basis to see how we are, and we actually are forecasted to 2015, we are on plan for completing our 2015 projects.  So, no, there has not been any major changes to our plan for this year.

MS. GRICE:  Okay.  Thank you.

And then I just have one last question.  In 2014 you invested over 400,000 for LANSA IT software, and I just wondered, what is that for?

MR. SARDANA:  So Ms. Grice, that is -- LANSA is just the name we've given -- the operating name we've given to our ERP SunGard system, and that system needed a major upgrade, and so the investment that we made was to upgrade that.  The alternative, of course, was to replace the entire ERP system, and that cost was prohibitive, in the millions, and...

MS. GRICE:  Right.  No, that's great.  I just didn't understand what "LANSA" represented.

MR. SARDANA:  Yes.

MS. GRICE:  Okay.  Thanks very much.  Those are my questions.

MS. VLAHOS:  Thank you.  Mr. Garner, if you would like to proceed?
Questions by Mr. Garner:


MR. GARNER:  Thank you.  Thank you.  I'm just trying to find the first reference here.  I can't.  So I'll go to the second one.

My mic says it's on, but I can't hear myself either out of it.  Is it working?  Okay.  I'm just soft-spoken.

Sorry, I'll to go 2-VECC-13 while I look for the other one.  This is a question about reliability indicators, and in part (c) of the response to that question, where we asked you about using cause codes on defective equipment as a metric -- and I think you answered the question that you use cause codes in monitoring your equipment, but what we are trying to understand is the role of cause codes in developing and/or addressing your distribution system plan, so the role of those types of indicators.

And the question really goes to, why don't you use those indicators, cause codes, in your assessment of the success or failure of your -- the implementation of your distribution plan?

MR. WITTEMUND:  I guess we use them on an informal basis and not an actual metrics.  The cause codes that are -- or the results of the reliability statistics that we use, we review those and, let's say, for example, items related to defective equipment are reviewed and action plans are created to address those, but we don't use it specifically on a metrics basis to track and monitor that.

If we are able to improve our cause codes, let's say for defective equipment, that's a metrics on its own, and we use that, but not on a formalized basis.

MR. VENEMAN:  I'd like to add to that a little bit as well.  We do use them for maintenance site work, and we do track internally all those different cause codes that are normally tracked, so an animal contact, for example, we'll go out and we will follow up with animal cover-up, and different other issues that do come up are followed up on as well.

MR. GARNER:  Okay.  Let me follow up with that, and if you could take a look at 2-SEC-36.  And in that you show how you're actually breaking down defective equipment, cause code by defective equipment, to actually the type of equipment, so I take it from that response that you do a fairly detailed -- you have a fairly detailed understanding or a very detailed understanding of your interruptions due to defective equipment.  You actually go down to the level of trying to understand what equipment is defective.

So if we look at the underground conductor one, which is a fairly significant, let's call it, portion of the number of interruptions due to that, can you tell me, in your capital plan for 2015/'16, are you addressing that issue of underground conductor failure specifically?

MR. WITTEMUND:  Yes.  So the address of that specific asset and defective gets addressed in a number of different projects.  In 2015 and '16 for one instance the removal of our pole transformers projects, that the rehabilitation of those types of projects will be improving the defective equipment on underground conductor, so there is a number of projects specifically related to improving defective equipment for conductors, so there is a number of projects that will address that issue.

MR. GARNER:  Is there any one place, because I was taking a look through the evidence and I couldn't find it.  Is there one place where you address the -- all the investments that you are doing related to underground where you're saying, Here's the issue we need to address, underground failure, like this, and then understand how much money you're spending on that issue?

MR. WITTEMUND:  We don't directly link it to a specific asset.  Our projects will address a number of different assets.  It won't just address -- we won't just do a specific project in most cases just to address a single asset.  It'll address the replacement of a number of assets in a project.  So, no, we don't specifically link that.

MR. GARNER:  Are you expecting those numbers to be different as you go forward into the future?

MR. WITTEMUND:  Do we expect the -- like, are you referring to --


MR. GARNER:  Let's just stay with the underground conductors.

MR. WITTEMUND:  Yes.

MR. GARNER:  Do you expect those numbers to trend differently, look differently, in three years or two years from now based on the investments you're making today?

MR. WITTEMUND:  Absolutely.  I believe you can see in 2014 outages related to defective equipment for the underground conductor have gone down, so the trending is, yes, we hope to improve on some of the worst-performing assets, definitely, and that's part of our asset management plan that we'll look at, you know, what is causing our reliability -- what's having the worst effect on our reliability, and we'll pinpoint those and try to address those first.

MR. GARNER:  So why is it then that you wouldn't, as part of your corporate or your metrics, let's say for your area, why would you not incorporate those type of metrics into an assessment of your distribution system plan implementation?

MR. WITTEMUND:  Well, it could be something -- as our asset management plan matures, we can certainly look at something like that as a metric to assist us in that.

Our asset management plan is -- it's a continuing work in progress.  Every year we look at different items to help us improve and track and improve on our asset management processes, so that's certainly something that we can look at.  We're always open to different ways of assessing different assets and coming up with different methodologies to improve our plan and being better able to track our assets, so it's definitely something that we can look at.

MR. GARNER:  Okay.  When you say your asset management improved, you are on your third iteration of the plan; is that what you are on now?

MR. WITTEMUND:  I believe, yes, we are.  We update our asset management plan on a yearly basis, so we've updated it this year in 2015 with our distribution system plan, and we expect to update it on a yearly basis.  A big part of that is our asset condition assessment, which we will conduct on a yearly basis to help us understand how our assets are performing and utilize that in our capital planning process.

MR. GARNER:  What I'm also interested in, earlier this morning I asked questions about what you had asked customers in your surveys and told them, and the responses you got from your surveys -- and I'll paraphrase -- you have a response that says, in essence, your customers support your rate increases, and the implication is that you need the rate increases to maintain your system.

What I'm trying to figure out is:  How are you explaining to your customers how the dollars you spend are maintaining your system for things like outages if you're not measuring those things?  So how are you sort of explaining to customers, We need an extra $100 in order to maintain reliability, if they're not part of -- with the measurement and metric you're doing on your distribution system plan?

MR. WITTEMUND:  Well, I think it's more related to our overall reliability indices. so we use -- as a general sense, we use that to explain to our customers how our reliability stats are and what is needed to maintain the quality of service that we have been providing.

MR. GARNER:  And since you can't control weather, about half of that is outside your purview, so to speak; right?

MR. WITTEMUND:  Yes.  A number of our outages are attributed to weather, and we try to capture that, the actual true effect of our reliability statistics by normalizing our reliability statistics and taking weather out of it, in a sense of our major event days that are contributed to weather, and try to track that reliability on a normalized basis.

MR. GARNER:  I guess the question, though, that I'm trying to get an understanding of is:  How is it that you've been able to say to customers that you need this money?  So if we said to you, as intervenors, spend 25 percent less on your capital, how would you know what causes any difference in your reliability?  I mean, how do you get to that level of comfort of saying, if I spend 10 percent, 5 percent, 25 percent, 50 percent less, I'll impact my system?

MR. WITTEMUND:  It's difficult to relate that, but our reliability stats will show, if we are not renewing our system at a rate that we need to renew it, our reliability statistics will be affected by that.

MR. GARNER:  Not particularly maybe SAIFI because, again, that's going to wash all the weather and all the things you can't control.  You have to take out that and get to, basically, those that you control, the controllable ones; right?

MR. WITTEMUND:  Yes.  Right.

MR. GARNER:  Okay.  Thanks.  My next question is around 2-VECC-18.  This might be very simple, and it might have been answered earlier when we were talking about systems.  It may be in the evidence, but in that interrogatory response, there's a line for servers.  It's hardware and actual budget cost, and you will see the line for servers goes up to -- it has a fairly significant increase beginning in 2014.  Can someone remind me, perhaps in the evidence, what the increase in servers at Guelph Hydro is about?

MR. SARDANA:  Mr. Garner, I think we have a table -- pardon me.  I believe we have a table in evidence, in Exhibit 1.  I just have to find it.  If you could just bear with me.

MR. SARDANA:  Could you pull up the budget narrative that we had in Exhibit 1?

MS. MURRAY:  The budget?

MR. SARDANA:  The budget narrative.  It's far down in it.

MR. GARNER:  I thought this was going to be easy.  You were going to just tell me why you were spending on servers.  I wouldn't have asked it if it was going to be so hard.

MR. SARDANA:  Just bear with me for one minute, Mark.  I believe Ms. Birceanu is right.  It's appendix 1A.  Laura, can you pull that up?

MS. MURRAY:  Yes, it's up.  Do you know which page?

MR. SARDANA:  There is a table on capital spending in that.  It looks like it's page 15 of 20.

And in that, you'll see IT capital.

MR. GARNER:  Right.

MR. SARDANA:  And the spending on the server in 2014, off the $550,000, I think $400,000 was for a new AS400 server.

MR. GARNER:  Oh, I see.  And that's...

MR. SARDANA:  Was that your question, Mark, or...

MR. GARNER:  Well, it just went -- you had an amount about 100,000.  It starts increasing in 2014 and continues after that point, and it says "Servers," and it seemed to be a new item, so I was wondering what this new item was.

MR. SARDANA:  Yes.  It's on our AS400 server.  I think that's when it started in 2014 where they had to replace and get a new AS400 server, and so then I think there's some spending associated with that over time.

MR. GARNER:  Oh, I see.  Okay.  Thank you.  The next one was 2-Energy Probe-11, and Mr. Aiken spoke about this with the depreciation rates and changes.  I think you may have answered this, actually, in a Staff question.  It might have been 2-Staff-35.  But maybe you can just clarify it to me.  You have the old useful life and the new useful life there.  Have you put in evidence whether the useful lives that you've chosen are within the range of the Kinectrics study or outside the range of the Kinectrics study?

MR. BREZINA:  Yes.  I believe there was a table in the original filing that included the new useful lives and identified that they were within the range.

MR. GARNER:  I thought there was evidence saying some of these were not within the range of the Kinectrics study, so they were your own adjustment to the Kinectrics studies; is that not correct?  Or are these all within -- Kinectrics basically had a standard study that gave a range and then, you know, you either fit some place in or you decided to adjust it yourself slightly differently.

MR. WITTEMUND:  I can speak to that.  So there are a few assets where we did conduct a useful-life study this year, and there are a few assets that are, with reasons, that are outside of the typical useful life range of the OEB study.

MR. GARNER:  What I'd be interested in is the impact of -- the financial impact on your depreciation rates of being outside the range.  I mean, putting it another way is:  If you were required to be within the range of the Kinectrics studies for all of your assets, what difference would that make to the depreciation expense?  And I usually ask this because a number of utilities also have things slightly outside the range, and I'll preface this or in quotes is I'm really just wondering if it's material.  So I'm not asking for detail if it's not material.  I'm just asking for, if you're outside the range on some of these assets, does it make a material difference if you were required to be within the range?

MR. WITTEMUND:  So, referring to 2-Staff-36, one of the -- part (a) of that question requested regarding the typical useful life of a wood pole, and part of that question was to discuss the depreciation range of that wood pole, being 50 years and going to the extremes of 35 and 75 and what the depreciation would be for that, and those numbers are included in response to 2-Staff-36, specific to that asset for wood poles.

MR. GARNER:  Yes.  I think my question is a bit broader, and maybe this is more detailed.  All I'm really trying to understand is this:  You have adjusted, you have said, some of your asset lives to be different than what Kinectrics has put as the upper and lower limits.

MR. WITTEMUND:  Yes.  So comparative to the OEB study and our own study.  That's correct, yes.

MR. GARNER:  Right.  What I'm trying to find out:  As a whole, if you took that --


MR. WITTEMUND:  Yes.

MR. GARNER:  -- if you were required to be within the Board study -- i.e., you weren't allowed to make that change -- would there be a material difference to the depreciation cost than what you are proposing?  So I'm trying to get an understanding of how large of a difference it would be if you were required to fit inside the Kinectrics study, and if it's not large, like, you know, that it's not material, then...

MR. WITTEMUND:  I don't believe there's actually many assets.  The one that comes to mind is concrete poles that are outside the range, but I believe for the majority, if not significantly most of the assets, we are within the OEB range in referencing to the 2010 OEB study.

MR. GARNER:  Okay.  So that's what I'm looking for.  Your view is it wouldn't be a material difference because it is very few assets.

MR. WITTEMUND:  It is very few assets.  Yes, sir.

MR. GARNER:  Thank you.

I think the next question I have is 2-Staff-7, although I'm just looking for the response, and I can't see it in here.  And I don't think I have the right reference, but you know what, I don't need the reference.  You may remember this yourself.

On the Arlen station there was a cost overrun, and the cost overrun was due to Hydro One requirements, and what I was interested in, if I can find that reference, is you made a little aside note saying, is in your understanding you were the only people required to make this adjustment, and I just wanted to understand that a little bit more about what happened and why you think you are the only people that have to make the adjustment.

MR. MAROUF:  So I'll give you a response to that, and Mike can help me out if -- during the process of going through the design and execution of construction of Arlen station, we did discover that in order to bring the station in on time and on schedule we were required to incorporate design changes that required Hydro One approval.  Otherwise we wouldn't -- you know, they wouldn't facilitate the connection.  So that's point number one.

And the changes that were required of us after we did some checking with our consultants, as well as with the LDCs who had built stations, we realized that we were really unique and required to provide these designs on the high side to connect on to the bulk system as being unique.

So we, number one, yes, we asked the question, but number two, the requirement was to make the thing, to build it according to what Hydro One bulk supply system required to us do it, and therefore the cost overruns that we outlined.

MR. GARNER:  Right, thank you.  And this is these high-voltage breakers and protection systems.

I'm not really questioning really the prudency of you doing what Hydro One had actually asked to you do it.  I take that to be what it is.  What I'm trying to get an understanding of is, did you feel that Hydro One was singling you out for some costs that you didn't believe other utilities were being incurred by other -- by -- were incurring?

MR. MAROUF:  We didn't take it that way.  We just basically -- they were -- it was a requirement.  We had to abide by it.

MR. SARDANA:  May I just add to that?  Kazi, is it fair to say that other utilities have now been asked by Hydro One to go back and do upgrades to their system as well for exactly those changes?

MR. MAROUF:  And they themselves are doing it on their own system as well, yes.

MR. GARNER:  Oh, well, thank you, that's helpful, because that's what I was trying to understand, is why you would have been singled out for something and -- but if they're going back -- so thank you.

I think that's all of my questions.

MS. VLAHOS:  Mr. Heimlich, if you'd like to proceed with those questions.

MR. HEIMLICH:  Just a quick time check before we do.

MS. DJURDJEVIC:  How many questions are left, and how long do people anticipate -- like, if we can wrap up in 15 minutes -- sorry, Exhibit 2, then we can break for lunch, or, if there's more than 15 minutes of questioning, then we may break sooner.

MS. VLAHOS:  You think you will be more than 15 minutes?  Yes?  Okay.  Why don't we break for lunch.

MR. VELLONE:  How much more, I guess, is the question, because we're so far into Exhibit 2, if it's half an hour, maybe...  Six questions?
     MR. HEIMLICH:  It will be about six questions, but there may be sub-questions.  My best guess is about an hour.

MS. VLAHOS:  I think we should break if it's going to be like that.  So let's come back at one o'clock -- two o'clock.  Thank you very much.
--- Luncheon recess at 12:56 p.m.

--- On resuming at 2:01 p.m.


MS. VLAHOS:  Before we begin, are there any matters from this morning?

Preliminary Matters:


MR. VELLONE:  There is one preliminary matter I'd like to deal with, and this is in respect of a question that I think Jay had asking -- so there was a -- in 2-Energy Probe-18(a), the table in response to that interrogatory, there was a column marked "2012 cost of service budget", which were the budgeted amounts from the 2012 rate application, and I believe the request was, to the extent that those budgeted numbers were updated each year, can you please check the evidence to see if the final budgeted amounts were filed on evidence.  The answer is it's not currently on evidence, so I believe we need an undertaking for that.


MS. DJURJEVIC:  That will be undertaking JT1.20.
UNDERTAKING NO. JT1.20:  To provide the final budgeted amounts for the 2012 rate application


MR. VELLONE:  Thank you.
Questions by Ms. Vlahos:


MS. VLAHOS:  Before I pass it over to Mr. Heimlich, I just have one follow-up question which actually follows Mr. Garner's question.  If you can please look at 2-Staff-7.


So in this application, at Exhibit 2, tab 1, schedule 2, page 8, Guelph provides explanations for variances between the 2012 OEB-approved and 2012 actual capital spending.  Under the distribution system category, Guelph indicates a variance of approximately $5.6 million, which, it notes, is primarily due to higher spending on the Arlen TS compared to what was initially projected.


Guelph noted that it was determined that it would be more economical to build a station that had the capability to expand in the future, which was not part of the initial specifications.  In its interrogatory responses, specifically part (a) of 2-Staff-7, Guelph notes that decisions with respect to Hydro One requirements caused the overruns, which were not initially known at the time and -- sorry, and had to be added at a much higher cost in time for commissioning by the end of 2011.


So I just had one clarification question:  Are you suggesting that the full overruns for the Arlen transformer station is due to the new Hydro One requirements, or is there some portion of that amount which are attributed to Guelph's decision to build a station that could be expanded in the future?


MR. MAROUF:  We built the station for future expansion because that actually was the purpose of the station, to service new load, so that, in itself, by its own category, allowed for future space and capacity requirements.  So the specific answer to your question is:  It was always the intent to have that station to do that.


Now, we didn't put in additional equipment for that.  We did that based on our projection of load and everything else given the one-time investment.  But the space requirement was there for that.


The other thing that was also part of the -- and I think it's your question of us is:  We in the midst of the area of -- the whole area of Guelph supply was under review and study, so it was not defined whether that area was going to be serviced at a much higher voltage, at 230 kV versus 115, which is the supply of voltage now.  So we had to take into that into consideration in terms of size, components, and so on and so on, even, for that matter, the size of transformers that we would eventually be putting in place.  So that requirement was revealed to us much later, the decision on what the operating voltage was going to be in the near term.


MS. VLAHOS:  Right.  And that was the Hydro One requirement?


MR. MAROUF:  That's the Hydro One requirement again, yes.


MS. VLAHOS:  Okay.  Thank you very much.  Thank you.


MR. MAROUF:  You're welcome.


MS. VLAHOS:  Mr. Heimlich, if you'd like to proceed.
Questions by Mr. Heimlich:


MR. HEIMLICH:  Yes.  I'm referring to Staff No. 26, and it's the paragraph A.  The question was:

"Please include end-of-life criteria and explain their application for assets targeted for replacement."


Now, the focus of this question is the end-of-life criteria.  The answer started as:

"End-of-life criteria is the point of actual failure."


Now, if that were so, it would not account for functionality, economics, safety, design, reliability, and risk, and obsolescence.


So if we take a look on page 150 in the asset management strategy flowchart.


MS. MURRAY:  So page 115 of the DSP?


MR. HEIMLICH:  Yes.  I should mention that, reading through the section on asset management, it was very easy to read because you had a paragraph where you introduced what you wanted to say, and then you actually went and said it.


Now, this diagram shows basically asset management, as I understand that you have it in your company.  Now, where in the diagram would you be able to show that the end of life actually occurs, the consideration for the end of life actually occurs, and also how the end of life -- what's the relationship of the end of life with Kinectrics report on page 594, where the minimum, maximum, and typical lives are shown?  It's page 594.  Yes, that's the page.


MR. WITTEMUND:  Just so I understand correctly, the end of life, you're talking about strictly the end of life of the asset when it fails or it's removed from the system; is that correct?  Not the typical useful line of an asset; is that right, sir?


MR. HEIMLICH:  Well, thank you for the answer.  I'm talking about an end of life which is not defined by the asset actually breaking down.  There are a number of causes which could happen.  For example, if you take a functionality which I mentioned, if the original design does not satisfy the function, then you have a criteria.  It doesn't mean that you replace it, but the criteria is there, and you try to meet it.


You take an economic, which you already covered before.  If there is a new technology at a lower cost, that would be the consideration of end of life.


Now, health and safety, for example, legislations, safety environmental studies would indicate asset is at the end of life.  That would be part of the definition of how I would understand the end of life.  Now, reliability, risk, and obsolescence follow.  I could create several examples of that.  So, to me, as I understand it, it's not a single point where things break down.  It's when the asset is basically not usable for whatever the reasons could be.


MR. WITTEMUND:  Right.  I guess it's a difference in terms.  We use "typical useful life" to explain that, and we have a range of typical useful lives which are utilized in the Kinectrics study, and that range -- we used a probability of failure, and we used the, you know, 95 percent in a 20 percent range to create the curve of the typical useful life.


So does that -- does that help explain?  Is it a difference in terms that we're -- end of life versus typical useful life?


MR. HEIMLICH:  That was the second part of my question:  How does it relate to the page 594?  And the typical life is defined there.  If you're saying that the typical life defined here is the same as the end of life I was asking about, then, yes.  I'm right.  Thank you.


MR. VELLONE:  I might not be clear.  Can we flip back to the interrogatory response for a second?  When you're answering this question, using "end of life," do you mean the same thing as the "typical life" that we just looked at in the Kinectrics report or something different?

MR. WITTEMUND:  I think his definition of "end of life" is relating to our definition of typical useful life.

MR. VELLONE:  Right.  So when you use "end of life" in here you mean something different.

MR. WITTEMUND:  Correct, it is the point at which the -- where the asset has reached its failure point.  It is the end of life.  It is when that asset is either failed or removed from service, not the typical useful life of an asset.

MR. HEIMLICH:  Thank you.

I'd like to go over to Staff-29.  It is the paragraph (c).

MR. SARDANA:  Excuse me, Laura, I think 29.

MR. HEIMLICH:  Twenty-nine.  The question in the paragraph (c) was answered.  I would like to supplement that the answer is quite clear, but does it also include all the areas that Guelph Hydro is looking after?  Is it uniformly applied over all the areas that you are looking after?

MR. WITTEMUND:  Sorry, does what apply to all the areas, sir?

MR. HEIMLICH:  The question was:  Please explain how the overall Guelph Hydro utility programme -- i.e., all four areas combined -- is prioritized for capital and OM&A programmes so that individualized prioritization within the four areas is accomplished as well.

Now, the response dealt with the prioritization between all four areas, meaning system access, system renewal, system service, engineer of plant, and you mentioned that it hasn't been completed and that it is difficult to prioritize, which is, of course, true.

Now, the question I am asking:  Does this apply to all the geographic areas that Hydro looks after?

MR. WITTEMUND:  Yes it does, yes.

MR. HEIMLICH:  Thank you.  I'd like to move to Staff-34.  The question was asking about -- we are talking paragraph (a) with respect to the repair decisions made due to time constraints:

"Please provide information to indicate what proportion of repairs would fall under this category and what implication, if any, have been to application of the plan."


And the answer dealt -- at least it seems to deal with reactive repairs, which is fine.  So the question is:  Are reactive repairs the same as the work which would be due to time constraints carried out?

MR. WITTEMUND:  Some of them are, but a reactive repair could also be something was done due to an emergency as well.  A pole replacement in the middle of the night, where cars hit it, so that's a repair that was made reactively because of a certain condition -- or a certain situation, sorry.

MR. HEIMLICH:  Okay, and what would fall under the repair decisions made due to time constraints?  The way I think I would interpret the question further would be something like:  We don't have time to follow the asset management process, so we do what we can.  Is it so?

MR. WITTEMUND:  No, that's not what the time constraint is meaning in this context.

MR. HEIMLICH:  Would you elaborate on it a little bit?

MR. WITTEMUND:  I'm going to have to review that a little deeper and understand that question a little more.  Can I refer back to that question later, a follow-up?

MS. DJURDJEVIC:  Sorry.  Just a second.  We have Laura's laptop here.  It's showing low power, and we're trying to figure out where it's plugged in.

[Technical difficulties]


MS. VLAHOS:  Mr. Heimlich, if you can just proceed while we deal with the technical difficulty.

MR. HEIMLICH:  Sure.  I'll be referring to Staff-31, and the interrogatory -- I'll read it:

"This data is used in the project prioritization process when calculating the overall risk score for each project area and for separating project areas requiring complete reconstructions from areas that can benefit from targeted minor work."


The question was -- this is what was stated.  The question was:

"Please clarify whether the risk score would be the only criteria used for prioritization.  If it is not, please include description of other prioritization criteria used or reference to appropriate section in appendix A and illustrate how these are applied to weighting applied, for example, weightings for each."


The response came in, and, of course, we agree --


MR. VELLONE:  Sorry, I'm going to interrupt the line of questioning.  Do we have a hard copy of the interrogatory responses so that we can make reference to what he's pointing to?  Because there's a lot of quotes coming through.  Otherwise it's hard to follow along.

MR. VELLONE:  Are we --


MS. VLAHOS:  I believe they're back up on the screen now.

MR. VELLONE:  Cristina, don't worry about it.

MS. VLAHOS:  Mr. Heimlich?

MR. HEIMLICH:  Okay.  To continue?

MS. VLAHOS:  Yes, continue, please.

MR. HEIMLICH:  Okay.  If we look at page 124...

MS. MURRAY:  Page, I'm sorry?

MR. HEIMLICH:  124.

MS. MURRAY:  Part of?

MR. HEIMLICH:  Of the DSP.  Now, this paragraph 6, which was referred in your answer, the question is:  How do you use the health index criteria for the project prioritization on two levels?  One is the levellizing, and one is need for replacement.

When you look at this section 6 at the top of the page 124, there are a number of inputs, but some of them are linked together.  For example, project area risk value database and ACA are linked.  It almost seems that one contains the other.  They are not independent inputs.  How do you use these listed items to come up with the prioritization?

MR. WITTEMUND:  As we stated in the response, we use a number of methodologies.  We use the risk score.  We use the cost per risk point.  We use the health index to identify and assist in the prioritization model.

Now, these are -- the health index and the probability of failure are two key metrics that we use in developing this.  So, on an asset basis, we use the health index and the probability of failure, and then for a project area, we'll use a composite, so we'll combine all the assets in that area to come up with a composite health index and a composite priority of failure in order to -- and those are key into prioritization of projects, and then that's how we utilize those.

MR. HEIMLICH:  So even though they are interrelated, you use them as separate inputs?

MR. WITTEMUND:  Correct.

MR. HEIMLICH:  Okay.  Thank you.  I'd like to go to Staff-32.  Now, it's the paragraph A, and there is a response to paragraph A.  And in the response, there is a mention, just about the middle of the paragraph, which says:

"Sensitivity analysis has not been performed on the cost data or cost impacts due to uncertainties."

The question about it is that the sensitivity analysis, the purpose of it, is actually to address these uncertainties.

MS. BIRCEANU:  Yes.

MR. HEIMLICH:  And the answer says that you have not performed it.  It is a bit of a conflict.  Could you explain it?

MR. WITTEMUND:  Yes.  We don't done conduct a formal sensitivity analysis between our estimates and actuals, but as we do projects and we estimate for them and when we complete a project and the actuals come in, it's part of the variance analysis that we conducted the project in that helps us to go back and change our estimates, if needed, to refine them to our actuals.

So I believe the question before is whether or not we do it on an annual basis, but they're done periodically to improve our estimating process.

MR. HEIMLICH:  Thank you.  There is one point.  The sensitivity analysis, if were done before, would actually reveal what actually matters, wouldn't it?

MR. WITTEMUND:  So when you refer to "sensitivity analysis," you're talking the difference between what we're estimating and our actuals, or how are you defining that?

MR. HEIMLICH:  What I'm referring to is, okay, we have an estimate.  What if we change parameter X, Y, Z?  Are we still going to get something similar or way out, something completely different?  That's what I'm talking about.

MR. WITTEMUND:  Oh, okay, sorry.  You're referring to -- for example, we estimate a project, and we change the scope of parameters of that project and how they affect the overall?

MR. HEIMLICH:  There you go, yes.  Or change the inflation rate or change the number of people on the job, methodology, anything like that.

MR. WITTEMUND:  So you are asking me whether or not we do that sensitivity analysis?

MR. HEIMLICH:  Well, you mentioned you don't do it.

MR. WITTEMUND:  Yes.

MR. HEIMLICH:  I'm trying to make a point that it's quite important to do it so you know what really matters in that estimate.

MR. WITTEMUND:  I agree.  Yes, our estimates are typically on a plus or minus 25 percent, and they are at a higher level.  They are not -- they don't dive down into a plus or minus 5 percent detail of an estimate.  So if we do modify certain things, they may be captured in our contingency of that project on the estimate basis, but they are estimates; right?  That's what they are.

MR. HEIMLICH:  Okay.  Thank you.  I'd like to go to Staff-35, and it is the paragraph (c) in the interrogatory.

Now, the question is -- in the response, it said at the third line from the bottom, where it mentions:
"The use of the UL is only a small part in the overall evaluation of the asset."


Could you explain how the UL is only a small part?

MR. WITTEMUND:  Well, what I'm -- I guess another way of saying that is the health index and the probability of failure is key to determining -- that's part -- that's the bigger -- those are the bigger matrices when you're looking at a condition assessment.  It's not just the typical useful life of that asset; it's the probability of that asset failing, and it's the actual health indexing of that asset.  So typical useful life does play a role in that, but it's the health index and probability of failure that have a significantly more in the -- in assessing the condition of that condition of that asset.

MR. HEIMLICH:  Thank you.  I would like to move to Staff-36, and it's interrogatory part (a) and your response to it.

I will read what was written rather than paraphrase it.  From the response, it appears that Guelph Hydro has done the work necessary to support the assumed 50-tier DUL.  However, the logic for this cannot be confirmed from the text provided in either the original filing or the response.  The main points pertaining to these observations are, number one:

"The terminology for minimum, maximum, and typical values of useful life referred to page 594..."


Which we had looked at before:

"... is not provided with any statistical significance in the test, and therefore it is difficult to relate to the supplementary information it provided."


The second point is reference to the survivor curve on page 168 that's in the DSP.


MS. MURRAY:  Did you say 168?

MR. HEIMLICH:  168, yes.  It is 168 -- actually, it is in the report, the Kinectrics report.  It is page 438 in the DSP report.  This is it.  This is the survival curve.  So when we refer to this curve and we go to the paragraph above the picture here -- that's good -- it reads: "Assuming that at the ages of..."


There is a blank:

"...and 50 years the probability of failure and so on."


There is a blank in the text, but it also reads to the 20 percent and 95 percent.


Now, this curve is presented as an assumption to illustrate the concept:
 "Please clarify if the curve represents the actual data, and if it's so, please confirm."


Now, at the same time there is a formula which is right below:

"The corresponding survival function is therefore SF equals 1 minus PF equals exponent..."


And so on.  There are components in the exponent.  They are called alpha beta, and alpha beta referred to the probability distribution of where the assets would fit in.


Now, the secondary question would be here:  How these alpha beta components were selected and it should be made that if they are selected a certain way, different numbers produce completely different results.


We are thinking that it's a bell curve, but if the components are selected differently, it could be an exponential curve, it could be any kind of curve.


MS. BIRCEANU:  And the question is?


MR. HEIMLICH:  That's the end of the question.


MS. BIRCEANU:  How can you select alpha beta?


MR. WITTEMUND:  So the survival curve is produced by determining the 95 percent and the 20 percent of assets.  So I'm going to have to look -- I mean, to discuss the formula and discuss everything that goes on to creating that, I'm going to have to take that back and really investigate that, because, I mean, where we came to with a 50-year typical useful life, you know, it's well within the OEB range of 35 to 75, so -- but we'll have to take that back and really investigate your question there.  I'm still a little bit unclear what your question actually is pointing to -- is it pointing to the alpha and beta of the survival curve function?


MR. HEIMLICH:  That's part of it, yes.


MR. WITTEMUND:  Okay.


MR. HEIMLICH:  How the alpha and beta were chosen.


MR. WITTEMUND:  Okay.  So how the alpha and beta were chosen.


MR. HEIMLICH:  Statistical evidence to support the useful life, statistical evidence to support the selection of the useful life, and in addition, to explain whether the curve here and the discussion refers to an example or whether it refers to an actual situation what is in Guelph Hydro.


MS. DJURDJEVIC:  We'll give that Undertaking No. JT1.21.
UNDERTAKING. NO. JT1.21:  TO DETERMINE HOW THE ALPHA AND BETA WERE CHOSEN AND TO PROVIDE STATISTICAL EVIDENCE TO SUPPORT THE USEFUL LIFE, STATISTICAL EVIDENCE TO SUPPORT THE SELECTION OF THE USEFUL LIFE, AND IN ADDITION, TO EXPLAIN WHETHER THE CURVE HERE AND THE DISCUSSION REFERS TO AN EXAMPLE OR WHETHER IT REFERS TO AN ACTUAL SITUATION IN GUELPH HYDRO.


MR. HEIMLICH:  These are all the questions I have.


MS. VLAHOS:  Thank you, Mr. Heimlich.


We'll move now to Exhibit 3, load forecasting.


Mr. Aiken, if you want to proceed?
Exhibit 3

Questions by Mr. Aiken:


MR. AIKEN:  Yeah, thank you, I just have one question, and it's on the response to 3-VECC-30, and this has to do with loss factors, and the question basically wasn't answered, because it was said to be immaterial.  But when you look at the increase in the loss factor from 1.33 percent on average in 2003 through 2011, it rises by 75 percent to an average of 2.34 percent in 2012 through '14, and my question is:  Do you have any idea why the loss factor has gone up?  Is it better metering or --


MS. BIRCEANU:  I would like to answer that.  There could be many, many reasons why a loss factor is up or down.  I mean technical reason, I mean non-technical reason, and more.  I want to discuss this sections called "more".


So starting in 2011 we implemented -- actually, end of 2010 we implemented smart metering, we installed smart meters.  This is one new factor in our system.  So smart meters are supposed to provide more accurate data.  And smart meters were installed in residential and general service below 50, which is our majority customers' consumption.


Sorry, okay.  Okay.  Another reason was that always Guelph Hydro seeks for improvement.  What we did in 2011 and '12, we brought in the wholesale settlement, we brought in-house the settlement.  What does that mean?  Besides the fact that we saved almost 70,000 annually, we can manage by ourself the data.


Previously this wholesale data was provided by a third party, because we were -- we got some sense that the data could be not so accurate.  We undertook the process in-house.


What did that provide?  More accuracy data for wholesale meters.  We included the embedded generation in wholesale meters, which we didn't have before, so it's another improvement.


And I can tell you a long story here about loss factor, because I don't know the state here, but these are the reason I was thinking about, because you are right, since 2012 something changed.  Something changed, because focus more -- we focus more on accuracy of the meter data.  It is one of the reasons.  I'm not saying it's the only one.


MR. SHEPHERD:  I'm asking a follow-up question on that.


MS. BIRCEANU:  Yes.


MR. SHEPHERD:  Aren't you concerned about knowing the actual reason?  Like, speculating on what the reason is is good, and I -- you know, obviously there is some analysis you can do without direct investigation, but I would have thought if your loss factor goes up, that's something that you should be right -- you should be jumping on top of right away.


MS. BIRCEANU:  Yes, indeed.  You --


MR. SHEPHERD:  So do you have an investigative plan to find out why it's happened?


MS. BIRCEANU:  First of all, our jump, our jump -- our increase in loss factor is not so significant.  As I responded to this question, we have to be -- to provide explanation of the 5 percent.  Indeed, loss factor for us is a very important indicator and to go for it.  What we, I hope, we also are going to do is to investigate with a bulk meter the cluster of the meters and see if there is nontechnical loss as well.


We have that idea that because of this economic -- not downturn.  Let us say slowdown, slowdown.  It's possible that nontechnical losses, as theft of power to come in place.  So, yes, we do intend to have more focus on losses, not because of this application.

MR. SHEPHERD:  That wasn't my question, sorry.  Do you have a plan to investigate why the losses went up?  I mean, I understand that your losses are very low, and they're still very low, but they've almost doubled, and so I would think that just, from a management point of view, you would have assigned somebody, Find out why this happened and report back.  So I'm asking:  Have you done that, and is there a plan in place to find out why?

MR. WITTEMUND:  I mean, there hasn't been a specific plan in place to do that.  We can certainly, you know, investigate that.  It's very challenging, from a high level, just to determine the root causes of that, but we can come up with a range of activities that would cause it, but to link each one with what the increase in loss factor could be -- increase or decrease -- hasn't specifically been undertaken.

MR. AIKEN:  That was my question.

MS. VLAHOS:  Mr. Gardner?  Mr. Harper?

MR. HARPER:  No.  Actually, we submitted most of our questions in this area last week, and Guelph Hydro provided written responses, which they filed at the start of it today, and I don't have any follow-ups on the questions they filed in this area, so thank you very much for sort of doing that in advance.

MS. VLAHOS:  Okay.  Thank you.  Mr. Shepherd?

MR. SHEPHERD:  I have no questions in this area.

MS. VLAHOS:  Okay.

Mr. Ritchie?

MR. RITCHIE:  Thank you.  I just have questions with respect to one response, and that's 3-Staff-43, and, really, I'm going to -- I think it's page 7 of that response, which is actually 353 of the IR response document.

And in that interrogatory, we had asked Guelph to basically rerun the regression using population and dropping the linear trend variable.

And in your response, you've basically stated, going to the second paragraph and midway down:
"Key regression results indicate that this model is superior, including a lower MAPE, or a mean absolute percentage error, representing a significantly lower average difference between forecast and actual consumption (MAPE of 2.12 percent in the load forecast which includes population in comparison to a MAPE of 2.06 in the proposed load forecast including a trend variable.)"


And, really, a few lines down, you have the table 3-Staff-43(iv) which gives sort of key summary statistics.  I'm just -- when I was looking at these, I'm just wondering, really, you know, how have you determined that the statistics are significantly superior between the two models?

MR. SARDANA:  So, Mr. Ritchie, we didn't do an F test or an ANOVA table to do determine that, but that's something that can easily be done to determine the statistical significance of the two.  But just on the face of it, the regression results of our proposed model are, in fact, better.

So just from a pure statistical results perspective, you know, the proposed model is giving better results.  I mean, it's almost you don't need to do the next step because the proposed model gave better results; right?

MR. RITCHIE:  I'm not certain that it's conclusive that it has given better results.

I then sort of go to the last paragraph, and again you say that the:
"Furthermore, Guelph Hydro endeavours to use independent variables which have consistency, are verifiable, and which are measured in short regular intervals.  The population variable is only reported by Stats Canada every five years, and an equal increase in population is assumed each month for regression modelling purposes.  This is known to be inaccurate.  Undoubtedly, the population increases in certain years and months more than others."


So you're basically sort of critiquing the population variable in terms of it being sort of like on a segmented linear interpolation of values between sort of, like, various census points values, but you've got a linear trend variable which really starts at 1 and goes all the way up to N.

I'm going, saying, Well, that's a very simple, segmented linear regression or segmented linear interpretation with just sort of one segment, and I'm just wondering, really, can't the same criticism be made of the linear trend in terms of it is really proxying some other unknown demand drivers.

MR. SARDANA:  I don't think we're quibbling with that, Mr. Ritchie.  I think that's quite clear.  Even in our responses we've stated that.  We're continuing to refine this model.  There's still some missing information that we're not -- you know, we are not quite grasping yet, but the -- I guess the proof is in the pudding.  The regression is giving good results, particularly when you compare it to our actual.  So we're getting -- the model is pretty darn good.  It's not perfect, but we're getting there.  And I think that the proposed model -- you know, we've gone through umpteen tests.  I can't remember how many tests we ran, over 30, and the proposed model is still the best.

MS. BIRCEANU:  Sixteen.

MR. SARDANA:  Sixteen?

MS. BIRCEANU:  Sixteen models, yes.

MR. SARDANA:  Yes.  So you're right.  I mean, replace population by trend, and we can argue about the population, you know, criticisms that we've put in here being invalid, sure, but the fact of the matter is this model is producing good results and far better -- or we shouldn't say "far better," but better results than all the alternatives tested.

MS. BIRCEANU:  I want to complete here.  In 2012 proceedings, EB-2011-0123, we presented population, this version, but because the results were contrary, so as the population increases the load decreases was a minus in the equation, we were requested to give up on it.  On the other hand, population in Guelph jurisdiction is very fluctuant.  We have many, many students in and out.  And I don't think that it's so related.  Of course, it is related, indirectly related to consumption, but it sends false signals to the load forecast.  And that was tested in 2012.  That's why we give our population as variable back then.

MR. RITCHIE:  Yes.  I guess my point, I guess, generally on this is to say:  I know that none of these models are going to be perfect.  You know, there's going to be a lot of variables.  There's a lot of variables that you may not be able to fully input into the model.  Like, I could sort of say, well, okay.  One driver of consumption is going to be, say, hours of darkness.

Now, I don't think so that anyone has really been successful in terms of, one, being able to measure it.  You know, I guess you'd be almost sort of saying how many lumen hours you have in a particular month.  But the other thing too is that it may be heavily correlated with the heating degree days and the cooling degree days because it also varies very much seasonally.

I guess the big thing on this is that, really, whether from considering both the empirical statistics and from a theoretical perspective, whether -- you know, which model is better.  And because I'm also looking, saying, I haven't seen anything in economic theory that says that demand is driven by a linear trend.


MR. SARDANA:  And I believe we've acknowledged that, that our issue with the model that we're proposing and with all the other models that we've tested is they don't pick up turning points very well, so we're working on that.  We're going to try and refine those kinds of things.  So it's -- but I think we've got this methodology and the functional form to the place where we can now look at those refinements.


So, yeah, I'm not happy that it's not picking up turning points.  I mean, I can't find a lot of models that picked up the '08/'09 recession, so that's a turning point, and it is those kind of things that we are now going to work on, but we firmly believe that this model is giving the right kind of load forecast that we want or that we are expecting.


MR. RITCHIE:  Okay.


MS. VLAHOS:  Okay.  If there is no further questions on Exhibit 3 we will move to Exhibit 4.


Mr. Aiken?
EXHIBIT 4

Questions by Mr. Aiken:


MR. AIKEN:  First question is on the response to 4-VECC-38.  And this deals with water billing.  And on the response to part (c) and part (d) you will find two tables there.  My question is:  Can you explain why the water billing cost borne by the city of Guelph represents 71.3 percent of the meter-reading cost, which is the following table, while the water manual reads, which is back on the previous page, represent about 92 percent of the total manual reads?


MR. KOKTAN:  The 71 percent split on Table 4-VECC-38(d) is based on the actual invoice cost of reading the water -- the city portion of the water billing meters relative to the cost of all the manual reads, so it's based on a dollar basis, not number of meters read.


MR. AIKEN:  Isn't there a relationship between the number of meters read and the costs and/or amount invoiced to the city?  Or should there be?


MS. BIRCEANU:  Yes, it is, but there are three kind of prices.  It depends of the style of the meter.


MR. AIKEN:  Do you mind explaining what you mean by that before Mr. Shepherd jumps in?


MS. BIRCEANU:  Can I explain it?


MR. SHEPHERD:  Go ahead.


MS. BIRCEANU:  Yes.  So for example, small commercial, -- let's take a small commercial customer.  A general service 50 to 999 kilowatt meter is less complex than one meter for a larger size, for example, and it has a different price.  An inside meter -- inside meter versus outside meter did on-site has different prices.  Drive load, so for example in urban area, long distances between two location, it's -- it has a different price as a meter, I think.


So that means -- that makes that the percentage between Table 4 VECC-38(c) and 4 VECC-38(d) to not be identical.


MR. SHEPHERD:  Okay.  Here's my follow-up question.


MS. BIRCEANU:  Mm-hmm.


MR. SHEPHERD:  For each of the years 2012 through 2016, City of Guelph bears precisely the same to the second decimal point percentage of the cost, and yet you've just described how they can't possibly be the same every year because there is a different mix going on at any given point in time.  And in fact, isn't it true that the number of manual reads in electricity has gone down between 2012 and '16?


MS. BIRCEANU:  That's true.


MR. SHEPHERD:  So I don't understand why you are still at 71.30 percent.  That's not accidental.  It's got to be different every year.


MS. BIRCEANU:  But the water is the same, so the water -- here you can jump, Mike.


MR. SHEPHERD:  Yeah, this is a --


MS. BIRCEANU:  The water meters don't change too much, and the meter reader contract -- please explain, Mike.


MR. KOKTAN:  Yeah, the 71 percent is based on 2014 as an estimate that we've rolled through to '15 and '16.  So that's how the water billing costs were being split, the expenses.


MR. SHEPHERD:  Yeah, no, but what about '13 and '12?  Are they magically the same --


MR. KOKTAN:  No, they were used -- 2014 was used as a represent -- as a representative sample, because we needed to go back for comparative purposes to restate 2012 and '13, the non-utility expenses and other exhibits, so that's just the percentage that we used consistently.


MR. SHEPHERD:  So the numbers you have for 2013 and '12 aren't the actual numbers?


MR. KOKTAN:  Correct.


MR. SHEPHERD:  Well, then why did you include them?  I don't understand.


MR. KOKTAN:  I included them because in the filing for 2012 and '13 we were asked to restate our non-utility expenses, so that's the percentage that we used in that for the water billing expenses.


MR. SHEPHERD:  What did the city actually pay in 2012 and '13?


MR. KOKTAN:  I don't have that with me right now.


MR. SHEPHERD:  So where you say the portion of the costs borne by the city of '12 for each of the years, that's not correct, is it?


MR. KOKTAN:  It was an estimate.


MR. SHEPHERD:  It's not what actually happened.


MR. KOKTAN:  Correct.  It's an estimate.


MR. SHEPHERD:  Will you undertake to provide what actually happened?


MR. KOKTAN:  Yes.


MS. DJURDJEVIC:  That will be Undertaking JT1.22.

UNDERTAKING NO. JT1.22:  TO PROVIDE THE PORTION OF COSTS BORNE BY THE CITY IN 2012 FOR EACH OF THE YEARS.


MS. BIRCEANU:  Jay, before we do so, I would like to clarify more the difference between Table 4-VECC-38(c) and (d).


So Table 4 VECC-38(c) refers to electric manual reads and water manual reads; (d) refers to the total cost of water meter reading borne by the city, which means water to water, is what I want to -- so one is --


MR. SHEPHERD:  No, that's not the case, is it?


MS. BIRCEANU:  No?  Yeah, I think it is.


MR. SHEPHERD:  Meter reading contract there, 257,380 for 2016, is all reading; right?


MS. BIRCEANU:  That's all.


MR. SHEPHERD:  And then the 183,502 is the water component.


MS. BIRCEANU:  Okay, that's correct, yeah.  Understood.


MR. GARNER:  Sorry, if we've got the undertaking, I just want to ask a final question on that.  Do you have --


MS. VELLONE:  Sure.  We have -- yeah.


MR. GARNER:  So it's all in the same place.


Am I correct that the requirement now is all of these monthly commercial meters will be going into -- go to automated reading, won't they?


MS. BIRCEANU:  That's correct.


MR. GARNER:  And when will that occur?


MR. WENINGER:  The requirement is to have meters installed by August 2020, so they will be done by August 2020.


MR. SARDANA:  But Mr. Garner, I think the IR response also goes into a little bit of detail where it's not all automatic.  Let me explain why in the IR response, that there are going to be occasions where a manual read is required and...


MR. GARNER:  Sure.  I guess the table always just begs this question, is, is why would you contract to read meters when really you are reading very few meters and the person you are contracting for is reading most of the meters?  I mean, it would seem almost illogical, wouldn't it be, to have -- maybe it would be more logical for them to be contracting with you, because you have a very small subset and they have the vast majority of meters to be read.


Has the utility given any thought to changing its arrangements?


MR. SARDANA:  Not specifically, no, not yet, no.


MR. GARNER:  And Guelph, just from --


MR. SHEPHERD:  Can I follow up on that?  Why not?


MR. SARDANA:  We just haven't thought about it, I guess, to be honest --


MR. GARNER:  Well, while you're thinking about it, my other questions -- remind me, please, do you do a combined bill with Guelph with water at all?


MR. SARDANA:  Yes.


MR. GARNER:  Yes.  Okay.  Thank you.  And is there any plans to change that billing arrangement at all?


MR. SARDANA:  Not to my knowledge, no.


MR. GARNER:  Okay.  Thank you.  Thank you.


MR. AIKEN:  My next question is on response to

4-Energy Probe-32, specifically the response to part (e).  And the question was:  Explain why the software system upgrade in 2014 was expensed rather than capitalized, and explain why there is a continuing cost in 2015 and 2016.


This is with respect to table 4-5, which is the cost driver table.  And the response says:
"The upgrade in 2014 was expensed as it was abandoned due to compounding implementation difficulties, and items should not be a continuing cost in 2015 and 2016."


Then it says:
"Table 4-5 has been adjusted accordingly."


My question is:  Did you provide that updated table 4-5 some place?  Because I couldn't find it.

MR. KOKTAN:  It has not been provided, no.

MR. AIKEN:  Can you provide it, please?

MR. KOKTAN:  Yes.  Yes.

MS. DJURJEVIC:  That will be Undertaking JT1.23.
UNDERTAKING NO. JT1.23:  with reference to 4-Energy Probe-32(e), To provide an updated table 4-5
Questions by Mr. Shepherd:


MR. SHEPHERD:  Can I just follow up on that?  Your adjustments for that then showed the expense as a one-time expense in 2014, and the cost driver is reversed in 2015 for table 4.5; right?

MR. SARDANA:  Yes.  Correct.

MR. SHEPHERD:  Okay.

MR. AIKEN:  My next question is on 4-Energy Probe-34, at least I think it is.  Let me just check.  Yes.

Can you confirm that the total one-time cost for the current application is $316,500, being the sum of $234,000, shown for 2015 and $82,500 shown for 2016 in appendix 2M?

MR. KOKTAN:  It's the net of the two numbers.  Can you pull up the cost driver table?

MS. MURRAY:  Sure can.

MR. KOKTAN:  So the way the cost driver table is set up is that we're showing the one-time cost actually incurred in 2013 of $234,000, flowing into 2015, but the cost driver table then takes the 2015 ending balance for OM&A as the starting point for the next year.  So we included the negative $170,700 in 2016 to reflect the fact that we're only including $63,300 of one-time expenses in 2016, being one-fifth of the entire cost.

MR. AIKEN:  So then if you looked at appendix 2M which shows the regulatory cost broken out for this application, the 234 and the 82.5 totals $316,500, which, divided by five, is the $63,300 you're talking about; that's correct?

MR. KOKTAN:  Correct.

MR. AIKEN:  And then just to close the loop on this, you're expensing the $234,000 in 2015, but you're recovering those costs over the 2016 through 2020 period.

MR. KOKTAN:  Correct.

MR. AIKEN:  That's correct?  Okay.

MR. SHEPHERD:  So doesn't that mean that then your 2015 costs are overstated by $234,000?

MR. KOKTAN:  Well, they were actually incurred that year, but for filing purposes, for rate base and that, we could only include a quarter of it in 2016.  So it's just the way this cost driver table works.  It is rolling the $234,000 again into the opening balance for 2016, so we just make the adjustment to net it out.

MR. SHEPHERD:  But your 2015 OM&A number includes that $234,000.

MR. KOKTAN:  Yes.  That's based on our budget.

MR. SHEPHERD:  That's correct because you're actually recovering it in 2016 through 2020.

MR. KOKTAN:  Yes.  For regulatory purposes, yes, we're recovering it, but the $234,000 is actually expensed in 2015.

MR. HARPER:  If you're doing year over year comparisons, the idea was you wouldn't want to have the $234,000 in the 2015 OM&A fully if you're trying to compare 2014 versus 2015 versus 2016 because that would be overly inflating the 2015 OM&A by a considerable amount.  Let's put it that way.  Is that correct?

MR. SHEPHERD:  2 to 3 per cent.  

MR. KOKTAN:  Correct, yes.


MR. HARPER:  Okay.

MR. AIKEN:  My next question is on the response to 4-Energy Probe-41.  The question asked for a revised table 4-31, which included 2012 through 2016, and you can see on the second page that the table provided is for 2016 only.

Now, the response to part (b) indicates that 9 million  -- if you go down to part (b), it's on the next page, and you will see that the figure of 9,587,919, that's the employee-related costs that were expensed or forecasted to be expensed in 2016.  And when I look at your total OM&A costs of about $16.4 million, this represents about 58.5 percent of your total OM&A costs.

Can you confirm that the 58.5 percent is representative of the employee-related costs included in OM&A in 2012 through 2015 as well?  In other words, it's in that 55 to 60 percent range in each of those years?

MR. KOKTAN:  Yes, we would confirm that.

MR. SHEPHERD:  Can I ask a follow-up because this is one of my questions as well?  In your table 4-Energy Probe-41(a), that only deals with 2016.  Can you provide the same information for 2012 through 2015 actual?

MS. MAILLOUX:  Yes, we can.

MS. DJURJEVIC:  That will be undertaking JT1.24.
UNDERTAKING NO. JT1.24:  with refernce to taBle 4-Energy Probe-41(A), To provide 2012-2015 actuals

MR. SHEPHERD:  Thank you.

MR. AIKEN:  My next question is on the response to 4-Energy Probe-42, and this goes back to water billing again.  Is there any change in the revenue generated from water billing services based on the proposed renegotiated water billing services agreements with the city as compared to what has been included in the application for the 2016 test year?

MR. SARDANA:  There has been a change, but it's strictly cost based so that there will be an increased amount of meter reading on the water side with monthly billing, et cetera.  So we have -- we are proposing to pass on those costs.

MR. AIKEN:  Can you quantify that increase?

MR. SARDANA:  We can, Mr. Aiken.  We will undertake to do that.

MS. DJURJEVIC:  That will be Undertaking JT1.25.
UNDERTAKING NO. JT1.25:  with reference to 4-Energy Probe-42, To quaNTify the increase in revenue generated from water billing services

MR. AIKEN:  Next question for Energy Probe-44.  This deals with some of the affiliated costs.  Now, the response to part (a) says:
"Except for space rental, all of the services totalling $679,453 in table 4-68 are reflected in the OM&A figures."


My question is:  Can you confirm that the $679,453 in costs are actually not included in OM&A but actually included in account 4380 as an offset to other revenues in account 4375?

MR. KOKTAN:  Yes, that's correct.  The $679,453 is account 4380.

MR. SHEPHERD:  Can I ask a follow-up to that?  Was that true of prior years as well?  So it's consistent from 2012 through 2016?

MR. KOKTAN:  From 2014 to 2016, that is correct.  That was the one restatement that we referred to this morning that came in was a restatement of 2012 to 2013.


MR. SHEPHERD:  Thank you.


MR. AIKEN:  The response in part (d), which is on the next page, indicates that there should be no allocation of board of directors' costs from GMHI to GHESI in 2016 since these costs are now charged directly to GHESI.  So does this relate to the 218,941 figure shown in the second table on the previous page of the interrogatory response?  If you could go back, you will see on the second table the board allocation.


MR. SARDANA:  That's correct.


MR. AIKEN:  Okay.  Now, is that amount related only to the GHESI board of directors, or does it include some amount for the GMHI board of directors?


MR. SARDANA:  That's just for GHESI.


MR. AIKEN:  Okay.  By the way, you've got too many GMs and Hs in these board of directors.


Next question is on 4 Energy Probe 50.  And this ties into the revised revenue-requirement work form that you provided.


The corrections noted in parts (a), (b), (d) are all reflected in the tracking sheet in that updated revenue-requirement work form.  However, the response to part (c) is not referenced in the tracking sheet.


So my question is, has this change been reflected, and if so, where in the revenue-requirement work form?


MR. KOKTAN:  I believe it's number 5, adjustment number 5.


MR. AIKEN:  But that references 2 Energy Probe 10(a), (b), and (c), whereas in line 4, for example, it references 4-Energy Probe-50(a) and (b), and in line 6 it references 4-Energy Probe-50(d).  So maybe you can just undertake to confirm that the change in 4-Energy Probe-50(c) is included in line 5.


MR. KOKTAN:  We will undertake to do that, yes.


MS. DJURDJEVIC:  That will be JT1.26.

UNDERTAKING NO. JT1.26:  TO CONFIRM THAT THE CHANGE IN 4-ENERGY PROBE-50(c) IS INCLUDED IN LINE 5.


MR. AIKEN:  And my last question on Exhibit 4 is 4-Energy Probe-48, and this has to do with tax credits.  There is a number of sub-parts to this question.  The first part is, in 2016 Guelph is forecasting one co-op education position with a tax credit of $3,000, but in 2014 you had five positions.


So can you explain why you are only going to have one co-op student compared to the five you had in 2014?


MS. MAILLOUX:  Three of the co-op terms were in accounting, and they're being replaced with a full-time equivalent, so that's three of them.  And I believe in engineering we've gone down by one.


MR. AIKEN:  Okay.  Then the second part of the question, in the interrogatory response Guelph has reduced the number of apprentices eligible for the apprentice tax credit from six to four.


How many of these four apprentices are forecast to be added in 2015 or '16, and how many are carry-overs from 2014?


MS. MAILLOUX:  Could you repeat the question again?


MR. AIKEN:  Yeah, you've got four apprentices forecast for 2016 that are eligible for the tax credit.  My question is:  How many are added in 2015 or '16 and how many are carry-overs from 2014?


MS. MAILLOUX:  Yeah, so we have -- any of the apprentices in 2016 would be carry-overs for 2015, because this question doesn't deal with projected or new hires.  We don't know -- they're not reflected in this answer.


MR. AIKEN:  Sorry, can you explain that?


MS. MAILLOUX:  Well, they're actuals -- they're actual employees that we currently have on payroll.


MR. AIKEN:  Okay.  So you're not forecasting the hiring of any apprentices in 2015 or --


MS. MAILLOUX:  Yes, yes, we are, but they are not included in here, because when we go out to hire, although it's likely it will be an apprentice, it could be a journey person.  That's usually what we try and hire.


MR. AIKEN:  Then the third part of the question is --


MR. SHEPHERD:  I'm sorry, can I just jump in there?


MR. AIKEN:  Go ahead.
Questions by Mr. Shepherd:


MR. SHEPHERD:  You're forecasting that you are going to hire some people in 2016 that may qualify for the tax credits, but you are not forecasting any tax credits.  I don't understand that.  Because you are not sure that they're going to get the tax credits?  You are not sure you're going to hire either.  It's a forecast.


MS. MAILLOUX:  The people who are in this number are actual people who are apprentices today and will be apprentices in 2016 still.


MR. SHEPHERD:  No, I understand that part.  You are forecasting more in 2016; right?


MS. MAILLOUX:  We were projecting hiring, for example -- I'm going from memory here -- an additional line person and system control operator in 2016.  However, when we go out to recruit we try and hire -- we don't know whether they will be an apprentice or a journey person, so they would not be reflected in these numbers.


MR. SHEPHERD:  So you haven't included any tax credits in your PILs calculation for those new hires, even though you anticipate that they will be apprentices right now.


MR. KOKTAN:  The four apprentices that we've claimed the tax credits for are the existing apprentices that we have had on hand right now, none of the new ones in 2016, correct.


MR. SHEPHERD:  Okay.  Why not?


MR. KOKTAN:  As Nicole said, we might look to hire journey persons as well, not just apprentices, so --


MR. SHEPHERD:  But your application says it's going to be apprentices.  That's what you've said in your plan, that you are going to hire apprentices for those jobs.


MR. VENEMAN:  I will just add we do prefer to hire journeymen when we do put out a job posting.  In the lines department and the control room we've been batting about 50/50, where we do get a journeyman every other time and an apprentice every other time, so to predict which one it is going to be, our preference is journeyman, so I think that -- if that helps.
Continued Questions by Mr. Shepherd:


MR. AIKEN:  Here's a follow-up question to Jay's follow-up question.  What salary and benefit cost have you included for these new positions in 2015 and '16?  Do they reflect a qualified journeyman or an apprentice?


MS. MAILLOUX:  They would reflect an average or likely closer to the journey person level to be on the conservative side.


MR. AIKEN:  Conservative for who?


MR. SHEPHERD:  Sorry.  So not only have you not included the credits for people who you expect to be apprentices right now, but you've also inflated their -- the cost for them as if they were going to be journey person and then said in your application they are going to be apprentices?  I must be missing something here.  This can't be right.


MR. VELLONE:  Jay, maybe you can help us by pointing exactly where in the application they say they're going to be apprentices.  I just want to follow the evidence.


MR. SHEPHERD:  Well, why don't you have your witnesses tell us?  Does the application say these will be apprentices or not?  We are on the record.  I shouldn't have to look it up.


MR. AIKEN:  There it is there, hiring one apprentice, 2016.


MS. MAILLOUX:  Yes.  So that is correct that we are looking to hire.  When we go out and post, we always post for a journeyperson, but we usually get an apprentice because they don't apply.  So this is a budget.  In the event that we hire a journeyperson, it's budgeted for a journeyperson, but in the event of -- but we don't typically -- are not successful in attracting journeyperson-level employees.  They tend to be apprentices.


MR. SHEPHERD:  So the budget you have for that apprentice lineperson is actually a journeyperson level and no tax credit?  So what's the difference between the two?  About $20,000, when you take it all into account?


MS. MAILLOUX:  I would have to look at what the answer to that is but --


MR. SHEPHERD:  Well, 7,000 tax credit, which you'd have to --


MS. MAILLOUX:  Yes.  I'm not familiar with the tax credit, but that wouldn't be a far off estimate.


MR. SHEPHERD:  All right.  Thanks.


MR. AIKEN:  Now, back to the real reason why I asked about the four is because, in the interrogatory response, you've reduced the tax credit from $10,000 per apprentice to $5,000.  Can you please confirm that the $5,000 is applicable only to new apprentices hired on or after April 24, 2015, and that the $10,000 figure still applies to all positions that commenced before this date?


MR. KOKTAN:  The $7,000 -- we've applied apprentice tax credit of $7,000 to all of the apprentices, so...


MR. AIKEN:  Yes.  Which is $5,000 and $2,000 federal tax credit.


MR. KOKTAN:  Correct.  Yes.  Yes.


MR. AIKEN:  My question is:  Can you confirm that it's actually not $5,000?  It's $10,000 for the Ontario apprentice tax credit because these are pre-existing apprentices, prior to the last Ontario budget?


MR. KOKTAN:  Yes.  No, we did not apply it as $10,000.  It was applied as $7,000 to the four in 2016.


MR. AIKEN:  And I'm asking you:  Can you confirm that it should actually be $12,000?


MR. KOKTAN:  Yes, we can confirm that.


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


MS. VLAHOS:  Mr. Garner, how long approximately do you think your questioning will take?


MR. GARNER:  I have no questions.


MS. VLAHOS:  No questions?


Mr. Shepherd?


MR. SHEPHERD:  I'll be 20 minutes, half an hour maybe.


MS. VLAHOS:  We'll take a break now then, 15 minutes.  Thank you.
--- Recess taken at 3:26 p.m.

--- On resuming at 3:42 p.m.


MS. VLAHOS:  Are there any clarifying matters from previous before the break?
Preliminary Matters:


MR. VELLONE:  Yes, there are two.  There was one of -- there was a question in respect of 2 Staff-34 which Board Staff's consultant had relating to what was meant by the words "time constraints" in that interrogatory response.


I noticed your consultant is no longer here, so for his benefit what I'm going to suggest is we respond to that by way of undertaking.


MS. DJURDJEVIC:  That will be JT1.27.

UNDERTAKING NO. JT1.27:  TO CLARIFY WHAT WAS MEANT BY THE WORDS "TIME CONSTRAINTS" IN THE INTERROGATORY RESPONSE.


MR. VELLONE:  Thank you.


One more.  Just before we left off on the break there was a clarification in respect of the tax-credit amounts, I think 7,000 to 12,000.  Do we need an undertaking just to have that on the record or is a verbal response fine?


MR. AIKEN:  Verbal response is fine.


MR. VELLONE:  Thank you.


MS. VLAHOS:  Thank you.


Mr. Shepherd, if you would like to proceed.
Questions by Mr. Shepherd:


MR. SHEPHERD:  Sure.  My first question is on 4-Energy Probe-28.  I take it from your response to (a) that you believe the -- all of the components of the aspects of customer growth that drive cost increases are included.  They're just included through a bottom-up approach; is that right?


MR. SARDANA:  That's correct.


MR. SHEPHERD:  Could you provide us with estimates of where that stuff is in your bottom-up budgets?  Like, many of your departmental budgets will have expressed things that are related to growth, right, like meter reads and things like that.  Can you just give us a summary of where those things are and how much the impacts are?


MR. SARDANA:  I think most of the cost increases that are apparent in the detailed budget would be in the customer care billing credit area, so, you know, as -- and I think we've pointed this out, that, you know, at some point there is an inflection point where you have so many customers, you get -- you may need one more FT in customer care, et cetera.


The other place that we have seen an absolute definite increase is in our fees to the electricity distributors association, where they -- you know, we argued back with them about the -- pardon me, the size of the increase over the last few years that we've received from them, and their view was, no, you crossed a predetermined threshold in number of customers where those fees automatically go up, so -- and I can't remember if Kazi -- but that was in the $20,000 type range of fees estimate, so those are the two examples that come to mind right away.  Where else...


MR. SHEPHERD:  Would it be difficult for you to go through your departmental budgets and just give us the ones you can find?


MR. SARDANA:  We can do that.


MR. SHEPHERD:  Okay.  Thank you.


MS. DJURDJEVIC:  So that will be Undertaking JT1.28.

UNDERTAKING NO. JT1.28:  TO GO THROUGH THE DEPARTMENTAL BUDGETS AND EXPAND ON WHATEVER CAN BE FOUND.


MR. SHEPHERD:  My next question is on 4-Energy Probe-29, and you have -- if I understand this right, Table 4-Energy Probe-29(a)(i) is everybody, and then this is broken down into the other five tables; is that right?


MS. MAILLOUX:  That's correct.


MR. SHEPHERD:  So they should add up to the same totals.


MS. MAILLOUX:  Theoretically.


MR. SHEPHERD:  Well, you're lacking confidence.  All right.  Well, I am going to ask you to just take a look at them and see if they add up.  I tried to get them to reconcile, and I couldn't, but I may be missing something, so -- I don't need an express undertaking, but if you could just take a look, I'd appreciate it.


MS. MAILLOUX:  Okay.


MR. SHEPHERD:  Thanks.  My next question is on 4-Energy Probe-36, and I'm looking at 4-Energy Probe-36(b)(i), which has the year-to-date numbers.  Do you see that at the bottom?  And so your year-to-date OM&A has increased by 1.85 percent.  Can you tell me what your number of customers are for December 31st and May 31st?


MR. SARDANA:  I can tell what you they are for June 30th.  It is 53,863, and I know this because I've just finished a report for our Board.  As at the end of December I would have to look that up.


MR. SHEPHERD:  Here's what I'm going to --


MS. BIRCEANU:  December 2014.


MR. SARDANA:  Yeah, December 2014.


MR. SHEPHERD:  Here's what I'm going to try to understand, is I'm going to try to take -- to calculate your OM&A per customer numbers for those time frames and see how much they increased year over year from May 2014 to May 2015 and try to compare that to what your forecast is for the total year, which is about a 6.45 percent increase in OM&A per customer.  Maybe you can do that for me, is calculate the OM&A per customer, May 2014 and May 2015?


MR. SARDANA:  We can do that.

MS. DJURDJEVIC:  That will be JT1.29.

UNDERTAKING NO. JT1.29:  TO CALCULATE THE OM&A PER CUSTOMER, MAY 2014 AND MAY 2015, AND TO INCLUDE WHETHER THAT OM&A PER CUSTOMER FIGURE IS SIGNIFICANTLY LESS THAN THE 6.45 PER CENT THAT IS SEEN IN 4-Energy Probe-38, AND TO GIVE AN EXPLANATION AS TO WHY IT'S SO MUCH LOWER FOR THE FIVE-MONTH PERIOD THAN FOR THE FORECAST 12-MONTH PERIOD.


MR. SHEPHERD:  Can you include in that undertaking if that OM&A per customer figure is significantly less than the 6.45 percent that we see in 4-Energy Probe-38?


MR. SARDANA:  Uh-hmm.


MR. SHEPHERD:  Can you give an explanation as to why it's so much lower for the five-month period than for your forecast 12-month period?


MR. SARDANA:  Uh-hmm.


MR. SHEPHERD:  Thanks.  Then my next question is on 4-Energy Probe-38.  And you recall we talked earlier about this 1.5 million in OM&A costs included in 2013 actuals for OM&A?


MR. SARDANA:  Right.


MR. SHEPHERD:  So would I be correct in deducting that from this 15,000,087 to get a representative steady state number?


MR. SARDANA:  That's correct.


MR. SHEPHERD:  Will you accept, subject to check then, that the OM&A per customer adjusted for that for 2013 is 261.62?


MR. SARDANA:  Sure, subject to check, but I'll accept that.


MR. SHEPHERD:  And that your OM&A cost per FTE is 117,665 --


MR. SARDANA:  Again, subject to check, Jay.


MR. SHEPHERD:  All right.  So then that's more in line with the pattern you have over the years, so it makes some sense.  But what I don't understand is why did your OM&A per customer go up 1.5 percent in 2013 and 2.31 percent in 2014, but then in 2015 and 2016 you've got 6.45 percent and 4.77 percent?


That seems like you're controlling your OM&A during IRM, but then in the cost-of-service process you're letting it go at a more rapid rate, and I don't understand.


MR. SARDANA:  I don't quite agree with that.  I think what we have got in our evidence right now is the upcoming retirements that we've pointed to, and the time is now to start to replace some of those and, you know, not only replace them but hire early before they retire, so it's the impact of that that's coming in.


MR. SHEPHERD:  Can I just stop you for a second?  Hasn't that been the case for the last five years, though?  Every year you have that problem, right?  It is not new.


MS. MAILLOUX:  No, we haven't pre-hired ahead of retirement, so we started that perhaps two years ago, and I think there was only one or two.


MR. SHEPHERD:  Okay.  Thank you.


MR. VELLONE:  Jay, did you want to jump back to 4-29, EP-4-29, just because we have taken a look at those tables, and I think there is a response.


MR. SHEPHERD:  Well, I -- is that on the same subject?  Is that intended to address this question?


MR. VELLONE:  You are not finished.


MR. SHEPHERD:  No Pankaj wasn't finished his answer.  I interrupted him.


MR. VELLONE:  I apologize.


MR. SARDANA:  Well, no, I think I was finished.  I said that I don't believe that we're loading up costs.  I think we are now recognizing that there are retirements coming up.  They are looming.  We are hitting the same demographic bubble that's hitting a lot of other utilities, and the time is now.  We need to recover these -- start to recover these costs.


MR. SHEPHERD:  Okay, so now you want to go back to 4-29?


MS. MAILLOUX:  Yes.  So if you look at the first table, that's for the entire organization.  And contrary to what I just said earlier, it is not intended to be additive, so the first table looks at the entire organization, all management and non-management employees, and then subsequent tables look at specific trades or technical areas where we are looking at pre-hiring ahead of retirement, so for example, the line function, system control operator, electrical maintainers, and meter persons should be in there as well.

So they're not additives.  So the first table is all of the organization, all positions, and the subsequent tables only focus on where we're hiring apprentices or anticipate to hire apprentices.  This question was difficult to interpret, by the way, so we kind of tried to guess as to what it was really asking.  That's why we provided several types of tables.


MR. SHEPHERD:  I understand.  What I got here was that you have projected retirements for the period 2016 to 2020 of 18 -- sorry, of 27 people -- no, sorry, 18 people.


MR. SARDANA:  Correct.


MR. SHEPHERD:  In non-management and six in management, 24 total.


MR. SARDANA:  Yes.


MR. SHEPHERD:  And you don't have a number for your actual retirements assumed, but, if you go to the breakdown of the other four tables, you have a total of 25 projected retirements, not 24, for those categories, and 14 assumed.


MS. MAILLOUX:  Right.


MR. SHEPHERD:  So I'm trying to ask:  Is that 14 -- can I put that 14 in table 4?  Will that be correct?


MS. MAILLOUX:  Umm...


MR. SHEPHERD:  Table, sorry, A1.


MS. MAILLOUX:  I would have to take a look at the details behind those tables to answer that question, which I don't have handy.


MR. SHEPHERD:  Okay.


MS. DJURJEVIC:  So we'll make that JT1.30.  Okay?


MR. SHEPHERD:  Yes, thanks.


UNDERTAKING NO. JT1.30:  To advise whether the 14 assumed retirements can go in table 4


MR. SHEPHERD:  I have just one other question on

4-Energy Probe-38, and that is:  Your actuals in 2012 were 5.93 percent lower than your Board-approved for OM&A cost per customer, and you provided some information on that already.  I guess there's always the suspicion that, if that's what happened last time, then we should just take 5.93 percent off your current forecast, and that will be about right.  Why would that not be the case here?


MR. SARDANA:  Well, you know, Jay, it's one of those things.  I think we're also quite aware of the fact that, if we post a position, we should fill it, and before we even post the position, it's been carefully thought out and there's a case that's been made to hire or not hire, et cetera.  So as a management team, we're quite aware that -- of exactly that point where, if you go back and say, Well, okay, the Board approved this, and look at where we came out, and that's -- that's not a game that this company plays.


MR. SHEPHERD:  No.  Sorry, I'm not suggesting you did it on purpose.


MR. SARDANA:  Right.  I was coming to that.  So if you look, in fact, at the pattern OM&A cost per customer -- actually that's cost per customer.  That's a different metric.  But I think what Jay is asking -- pardon me.  Jay is asking about the number of FTEs.


MR. SHEPHERD:  No, I'm asking about OM&As cost per customer.


MR. SARDANA:  Okay.  So If you look at the pattern, then, if you net out that 1.5 million that we spoke to, I think you can see that, you know, it's not we are padding or playing a game, but the costs are going up in a steady measured manner that reflects our intention to, you know, advertise, hire, and fill in a fairly judicious manner as the company needs arise.


MR. SHEPHERED:  Yes.  I guess my concern is that the Board approved $274.17 per customer in 2012, and you still haven't spent that much.  In the three intervening years, you've spent less in every year, so I don't understand why we should assume that that's not going to be true this year.


MR. SARDANA:  Well, so your question is, Jay?


MR. SHEPHERD:  I don't understand why we should assume that your $298.51 forecast for next year is any more reliable than the $274.17 in 2012.  Have you changed what you're doing so that we can have more -- and the Board can have more confidence in the number?


MR. SARDANA:  Have we changed what we're doing?  You know, I think we are very serious about filling positions that need to be filled, so when vacancies arise, they are filled.  In fact, Nicole goes out of her way to make sure that, you know, we -- when we put those positions in -- go ahead.


MS. MAILLOUX:  Is the question about why 2012 vacancies were not filled?


MR. SARDANA:  Partly, I think, yes.


MS. MAILLOUX:  You will find the answers under Exhibit 4 in our application in the variance analysis between actual and a detailed analysis as to what happened then.


MR. SHEPHERD:  It's not that -- see, I understand that you weren't able to fill the vacancies fast enough.  What I'm having a problem with is that you've been collecting from ratepayers $274.17 per customer for OM&A, and for three years, you haven't spent that much, for three years.  If it were one year, we wouldn't be talking about this.  When it's three years consistently, that looks like a problem, and that's why I'm asking you:  Is there some reason why we shouldn't think it's a problem?


MS. MAILLOUX:  I don't think there's any reason.


MR. SARDANA:  Yes.  No, I don't either.


MS. MAILLOUX:  Sorry, I'm just looking at it.  It is almost proportional to number of FTEs.


MR. SHEPHERD:  Well, see, it isn't.  That's the thing.  You were almost up to your projected level of FTEs in 2013, but your cost per customer was $261.62.


MR. SARDANA:  Netting out the --


MS. MAILLOUX:  And what you're looking at in these FTEs, if I may, is, in 2012, we transferred a number of positions from Guelph Hydro to other -- to other companies which would have been reflected in 2012, so the director of corporate communications, communications specialist, and executive assistant.  We couldn't hire the second energy position because it wasn't approved in the last rate filing, so there's a number of reasons why those numbers aren't as high as they ought to have been.  The numbers of FTEs that are in other companies aren't counted in here.  We move them out.


MR. SHEPHERD:  But the costs are in here.


MS. MAILLOUX:  The partial costs but not in -- yes, the partial costs are.


MR. SHEPHERD:  Okay.  I just wanted to give you an opportunity to explain why your forecast is better this time than last time.  If you don't have a specific reason, that's fine.  I can move on.


My next question is on 4-Staff-44.  We asked about your -- Staff, I guess, asked about your succession plan, and you said:

"Each year, a detailed succession plan for the COO is provided to the HRCC."

As if you didn't have enough acronyms.


And I wonder if you could just generally describe what this document is.  Is this a strategic document, or is this a tactical document?


MS. MAILLOUX:  This is a document that will describe who potential success -- who specific employees within the organization are potential successors to the COO, what the gaps are in their development, what their specific development plans are, et cetera.  So it's a very --


MR. SHEPHERD:  So it's specific to that position.


MS. MAILLOUX:  It's very employee specific.


MR. SHEPHERD:  And then you have a detailed update for the entire organization; right.


MS. MAILLOUX:  Yes.  So for organizations at manager level and above, you are expected to do that kind of similar analysis, so who are potential successors, what are their gaps, et cetera.  So that's what consists of the succession planning process.


MR. SHEPHERD:  So this is only management level succession; it does not include unionized staff?


MS. MAILLOUX:  That's right.


MR. SHEPHERD:  Do you have a succession plan for unionized staff?


MS. MAILLOUX:  We have a replacement plan, which is different, because we can't unilaterally develop certain -- when you're looking at succession planning, you're looking at:  Does the employee have the potential and the skills, the values, behaviours, technical expertise, et cetera.  So it's the whole package, and we can't unilaterally hand-pick people in a bargaining unit for specific roles.  It's based on as qualified seniority when roles come up, so a very different philosophy.  We can't do what I would call a robust succession planning process in an unionized environment.


MR. SHEPHERD:  When you have -- next year, for example, you look at your unionized staff --


MS. MAILLOUX:  Yes.  Yes.


MR. SHEPHERD:  -- and you say we think that John's going to retire --


MS. MAILLOUX:  Yes.  That's a replacement plan.  That is not what I would call succession planning.  Replacement planning is basically part of the budgeting -- the annual budgeting process, where we will look at next year, we know so-and-so might be retiring, or we anticipate they'll retire, and so you plan ahead for that, but that is not what I would call a succession planning.


MR. SHEPHERD:  I just want to complete the thought, because what I was trying to get at is, when you look at a particular person and say that person is likely to retire, don't you then look at your other journey persons or indeed your apprentices and say, Who is going to be in that job when they retire?  Do you do that?


MS. MAILLOUX:  Potentially, so a specific example within the bargaining unit are management, because it's different.


MR. SHEPHERD:  I understand how management worked.  That's --


MS. MAILLOUX:  Yes, but -- yes, there is a potential that it may be filled internally, but it still has to go through a selection process if it is a bargaining unit position.


MR. SHEPHERD:  But you have an apprentice programme precisely for that.


MS. MAILLOUX:  Of course, yes.  All apprentices become journey persons.


MR. SHEPHERD:  So then you are planning, when somebody retires, you are looking to see, do we have an apprentice ready to take that job.


MS. MAILLOUX:  All apprentices are in full-time, ongoing positions that are intended to be journey-person levels.  I'm not sure if I'm misunderstanding your question, Jay.  So --


MR. SHEPHERD:  If you have a journey person, line person -- journey person, line person?  Is that --


MS. MAILLOUX:  Yep.


MR. SHEPHERD:  Who you think is going to retire on June 30th --


MS. MAILLOUX:  Yes.


MR. SHEPHERD:  -- you have to decide, Do we have to hire for that or not?


MS. MAILLOUX:  Right.


MR. SHEPHERD:  And you have two ways of filling that position.  You have --


MS. MAILLOUX:  Correct.


MR. SHEPHERD:  -- to fill the position.  One is you can -- you may have an apprentice ready to take that on.


MS. MAILLOUX:  Right.


MR. SHEPHERD:  Or you may have to hire.  Do you do that in advance?


MS. MAILLOUX:  Yes, so what we're doing right now is a hiring ahead of retirement, so when someone retires you are not filling it.  When they are retiring hopefully you will have hired them before so they're ready for it.


MR. SHEPHERD:  So generally you are always filling a journey-person position with an apprentice who's ready.


MS. MAILLOUX:  Exactly, exactly, unless there are -- unless it's the journey person who is leaving, which is rare, who is not retiring, they are just leaving, and then you are trying to fill that job with a posting for a journey person.


MR. SHEPHERD:  Now, at the -- at the --


MS. MAILLOUX:  But it's hard to do that.


MR. SHEPHERD:  Well, the management's succession plan, which is the -- this is actually all non-union employees, though, right?


MS. MAILLOUX:  Yes.


MR. SHEPHERD:  Okay.  That plan is not strategic in its nature.  It is more very specific to individuals:  Do we have an individual who is ready to move up to this job; is that right?


MS. MAILLOUX:  I don't know what you mean by "not strategic in its nature".


MR. SHEPHERD:  Well, a plan can be theoretical and conceptual, or it can be very tactical; that is, dealing with specific individuals and who's ready to do what when.  This is the latter, is it?


MS. MAILLOUX:  This is one where we are looking to ensure that we have the resources we have ready to fill jobs that will be vacated today or in the future.  So it is partially strategic and it's partially as you describe it.


MR. SHEPHERD:  Okay, thanks.  Is it right that every time a person retires your overall average cost should go down, generally speaking, because you've got a person who's not at the top progression yet filling a job that was filled by somebody that was at the top progression?  So generally speaking it goes down?


MS. MAILLOUX:  That's a yes and no answer.  It goes down, but your costs -- your increase that year is higher because they progress every six months.


MR. SHEPHERD:  Okay, so the delta is higher, but the actual -- the starting point is lower, but the delta is higher.


MS. MAILLOUX:  Yeah.


MR. SHEPHERD:  I understand.  You have a table in 4-Staff-44 which shows -- in fact, you have two tables, 4 Staff-44B1 and B2 -- that show average age at retirement in your various categories.


MS. MAILLOUX:  Right.


MR. SHEPHERD:  Is it possible for you to provide -- and if it's a lot of work, just say so, but is it possible for you to restate these average age at retirement to be average age relative to full pension eligibility?


MS. MAILLOUX:  Okay, so the historical table, just so I understand what you're saying, though, the -- there's two tables.  One is for years 2000 and 2014, where we've kept track of where are people actually retiring at, so those are real actuals, so historically people tend to be older when they are executives when they retire and younger, but there is not much difference, as you can see.


MR. SHEPHERD:  Yes.


MS. MAILLOUX:  And then the next table looks at future projections, which is what we try and base our projections of hiring ahead of retirements.  So you will see that the projected age at retirement, that's what that is.


So for future retirees, the projected age is what you are seeing on the right, because if they haven't retired yet we can't put in actuals, so that's what we're projecting their age will be at when they meet the minimum eligibility criteria.


And what you can see from that is that there is very little difference between what's actually happening in terms of age and what the projection is based on eligibility criteria.


MR. SHEPHERD:  Sorry, I misunderstood your table here.  This table is not when you expect people to actually retire.


MS. MAILLOUX:  No.


MR. SHEPHERD:  This is when you expect that they will be eligible to retire.


MS. MAILLOUX:  That's right.


MR. SHEPHERD:  Do you have a forecast of when you expect -- like this, that shows when you expect people will actually retire, or is it too individual-specific?


MS. MAILLOUX:  It is by individual, actually.  I have the entire organization, and it's on an org chart where every -- I have the projections for each person in the organization.


MR. SHEPHERD:  So you have like this person will be out the door as soon as they reach --


MS. MAILLOUX:  Based on eligibility criteria.


MR. SHEPHERD:  Well, and their --


MS. MAILLOUX:  Yeah.


MR. SHEPHERD:  -- personalities, right?  Some people will never leave no matter what you do.


MS. MAILLOUX:  Yeah, and then there is the one "don't annoy me" rule.  But, yes.


MR. SHEPHERD:  All right.  My next question is on 4-Staff-47.  I'm looking at the answer to (b) on the second page.  You talk about the two focus groups.


Was there anywhere that you said to the -- to either group that your costs to run the business had gone up 6 percent per year for the last four years?


MS. BIRCEANU:  No, it's not, but we recognize a 13.7 percent distribution revenue increase when we discuss the residential bill impact.


MR. SHEPHERD:  I understand, but you also said to them, 'We only got 1 percent last year and this year'; right?


MS. BIRCEANU:  No, this statement has not been done.


MR. SHEPHERD:  Okay.  On page -- on 4-Staff-50, under (a), the last line of it says that the 2015 budget should have been increased by 167,870.  That would make it identical to 2014 actuals.  Is that accidental or is that a typo, or is it correct?


MR. KOKTAN:  Laura, can you scroll down?


[Witness panel confers]


MR. KOKTAN:  We're going to need to dig into that, follow that up.


MR. SARDANA:  So if I understand that -- your question correctly, I think what you're saying, Jay, is if you add the 167,870 -- Laura, can you stay on that table?


MS. MURRAY:  Yes, sorry.


MR. SARDANA:  To 2,021,744 you end up with the exact number as the 2014 actuals.

MR. SHEPHERD:  Yes.  The amount on the next page that you say is the error is the same as the variance, and I'm wondering if it's not just a typo.

MR. KOKTAN:  Yes, I see what you are saying.  Yes, it could be a typo.  We'll check it.

MR. SHEPHERD:  Okay.  Thank you.

MS. DJURJEVIC:  That will be JT1.31.

UNDERTAKING NO. JT1.31: to confirm the 167,870 figure for 2015 budget INcrease, as stated in 4-Staff-50, under (a)


MR. SHEPHERD:  And if turns out that 2014 and 2015 are identical, can you explain why that is?

MR. SARDANA:  Yes, of course.

MR. SHEPHERD:  Then my next question is on 4-VECC-38, because we can't get enough of meter reading, and on the third page, in number (c), it looks to me -- and I may be misreading this -- like your electric manual reads cost you $3.18 per read, and your water manual reads cost you 68.9 cents per read, and that doesn't seem right to me.  And so what I'm wondering is:  Can you give us this data, the breakdown in 4-VECC-38C, for each of 2012 through 2015 so that we can do the per read numbers?  Can you do that?

MR. SARDANA:  Yes, we'll take a look at that, Jay.

MS. DJURJEVIC:  That will be undertaking JT1.32.
UNDERTAKING NO. JT1.32:  To provide the breakdown in 4-VECC-38C for 2012 to 2015.

MR. SARDANA:  For what years, Jay?

MR. SHEPHERD:  2012 through 2015 so that we can track them to the next page and get the per read numbers.

My next question is 4-SEC-58, and in the last full paragraph on the first page, you said:
"It is inherently misleading to suggest that the company should continue to live with an inflation less productivity increase as if" -- oh, sorry -- "as it must during its IRM period or else provide sufficient justification for the incremental OM&A request."


And I didn't understand your explanation as to why the Board's assessment of the natural increase in cost wouldn't apply to this year as well.  Can you help us understand that?

MR. SARDANA:  So are you saying that the natural increase in cost is some measure of inflation less productivity less stretch?

MR. SHEPHERD:  Yes.  Because that's what the Board has said.

MR. SARDANA:  Right.  But, see, I don't agree with that.  I think that that increase is what's applicable during an IRM period only.  And the fact is, you know, we have costs that necessarily come out in a cost of service year because our rate base has grown.  They are being folded into rate base, et cetera, so the costs of serving that growth in rate base have grown.  Our costs have gone up because our rate base has grown, and that's really what we're doing in this whole cost of service application is we've got this new rate base now, and there's a new revenue requirement that's required to serve that rate base, which may or may not be, quote-unquote, that natural cost increase.


In our case, it isn't, and I think that's what we're trying to say here is that, you know, inflation less productivity, in my mind, is not a natural cost increase.

For a better term, that's a punitive increase unless you can truly find productivity increases in and out every year, which we are, of course, trying to do all the time.  We are trying to find efficiencies all the time.  But at some point, you have to recognize that rate base has grown.  It costs more to serve that rate base, and that's what we're doing.  People do retire.  It costs new people -- it costs us time to train new people to, you know, work in a safe and reliable manner, and that's really what we're trying to get across over here.

MR. SHEPHERD:  But none of these factors are new, are they?

MR. SARDANA:  No, none of these factors are new, but the fact is that the only time we have to come before -- the only time in a normal term that we have to come before the Board is during a cost of service year where rate base is opened up for examination; everything is opened up; and we can then show to the Board and to intervenors that our rate base has, in fact, grown because of prudent capital investments that we've made, and, you know, our costs are also increasing for a host of reasons, and I think that's what our evidence shows.

MR. SHEPHERD:  I had understood that the Board's -- that the RRFE, one of the purposes of the structure that was being proposed was to minimise the step function of rate increases that was happening under the old IRM, and that, as a result, there should be lower rebasing increases, and I'm not sure I understand why, and it sounds like you're saying no, that's not true.


MR. SARDANA:  I think what I'm saying is that, in our case, our evidence shows quite clearly that, you know, our rate base has grown from about 139 million the last time around to, you know, if you take away the working capital allowance adjustment, et cetera, to just over 150 million.  So that's factual.  That's capital investments that have come in, et cetera.

You know, we've got some demographic challenges that are facing the company.  Costs are going up more than quote-unquote this natural cost increase.  So in this instance, yes, our costs are higher than the natural cost.

MR. SHEPHERD:  So the nature of the question was actually to track OM&A increases to improvements in outcomes.

MR. SARDANA:  Yes.

MR. SHEPHERD:  With essentially the guts of RFE; right?  And what -- your explanation in the response says, well, we don't agree that the increase, the $1.7 million increase that you're talking about is -- has to be outcomes, but I don't see anywhere where you've said here are some better outcomes that our customers get that cost some money.


And that leads us to conclude that the entire 1.7 million that we're talking about, the entire amount, is simply higher costs than inflation less productivity which -- and I'm assuming that's not true, so I wonder if you could undertake to provide us with whatever improved outcomes you are proposing and what they're going to cost in 2016 so that we can see how much of that 1.7 is because we're getting more and how much is because it's costing you more to do the same thing.

MR. SARDANA:  So in that case, I take it that what we've pointed to in E1, T3, S3, pages 4 through 25 doesn't get you there, because in the IR response, we've said that that's what we've done.  We're going to continue to do that, and there's a laundry list of efficiencies that we've already put in place which are, in my mind, directly correlated to the RRFE outcomes and where our ratepayers are going to benefit from all of those things.

I think Ms. Birceanu mentioned something earlier in another response where, you know, we brought some billing type services in-house.  That was a savings of $70,000.  That just happened 1.5 to 2 years ago.  It's those kinds of things.

MR. SHEPHERD:  That wasn't the nature of the question, though.  The nature of the question was you're asking for more money.  Some of that more money is because you're giving us something we don't have now.  You're giving us a 24/7 control room.  How much are we paying for that?  You're giving us whatever additional things.

MS. BIRCEANU:  I give you monthly billing how much it costs.

MR. SHEPHERD:  Exactly.  Can you tell us how much of that 1.7 million is because we're getting better stuff, better things, and how much is because your costs are simply going up?

MR. SARDANA:  Well, okay, Mr. Shepherd, maybe it's the end of the day, and I'm exhausted, but I thought that is the sum total of this application.  We're telling you exactly what we've done and what you're getting -- where ratepayers are getting the benefit of darn good service for that 1.7 million, if you want to put it like that.

I mean, another undertaking to prove that, I don't know how we're going to do that.

MR. SHEPHERD:  Okay.
Questions by Mr. Garner:


MR. GARNER:  Could I just jump in?  It's Mark Garner with VECC.  Can I just jump in?  And it is getting to be a long day, but often in these cases, we do ask the question -- and I'm interested in the response too -- between the difference between the incremental services that have occurred and the cost of those.  So one was raised, which we understand -- I at least understand completely, which is you're going to go to monthly billing, and that's an incremental service.  You weren't doing it before.  It's going to cost something to do it.  It is helpful at least for us to understand those costs so we can clearly understand a category of costs that the utility is saying we did not undertake these services prior to this period.  They cost us X amount, and that's the easiest one.  It used to be smart metering had some IT costs that were like that, but yours have all been worked in into.  So I would like to you consider whether it's possible to produce something that does say these are the incremental services and the incremental costs related to them.

We often like to see it with the FTEs, because you often will say, well, this is an FTE that goes along with that service, and we can sort of see that and separate that from all of the others.  I mean, I'll leave it to you.  It seems to me in your own interest to do that, because it does allow us to see what's new, not just what's, you know, costing more to do.


So, okay, we'll undertake to huddle as a senior team and figure out what we can provide.


MR. SHEPHERD:  That would be wonderful.  Thank you.


MS. DJURDJEVIC:  That will be --


MS. BIRCEANU:  It came to my mind, beside the monthly billing is these changes that -- to produce the starting --


MR. VELLONE:  We'll take it offline.  We'll figure it out.


MS. DJURDJEVIC:  Yeah?  Okay.  That will be Undertaking JT1.33.

UNDERTAKING NO. JT1.33:  TO DESCRIBE THE COSTS OF INCREMENTAL SERVICES


MR. SHEPHERD:  And --


MS. DJURDJEVIC:  Thirty-three, yeah.


MR. SHEPHERD:  And then my last two questions -- that sounds good, right -- will only take an hour.  No, my last two questions are on 4-SEC-59 on the last page, which is 476 and 577.  And I have two questions on this.  Your expected overtime hours in 2016, by my calculation, are 7,788 hours; is that right?


MS. MAILLOUX:  Where are you seeing that?


MR. SHEPHERD:  3,240 plus 4,548.


MS. MAILLOUX:  Yes.


MR. SHEPHERD:  Does that sound about right?


MS. MAILLOUX:  Yeah.


MR. SHEPHERD:  Okay.  So that works out -- because this is only unionized staff, right?


MS. MAILLOUX:  Correct.


MR. SHEPHERD:  So that works out to about 90 hours per employee?  Does that sound about right?  86 employees?  86 unionized staff, 7,778?


MS. MAILLOUX:  Yes.


MR. SHEPHERD:  Are the unionized staff paid 1.5 times at their hourly rate or two times their hourly rate for overtime?


MS. MAILLOUX:  Double time.


MR. SHEPHERD:  Double time.  So am I right that on average a unionized employee gets somewhere between 6- and $7,000 a year in extra wages for overtime on average?  Am I in the ballpark?


MS. MAILLOUX:  You're roughly in the ballpark, I would say.  I would have to verify that, but it doesn't sound unreasonable.


MR. SHEPHERD:  Okay.  We don't need to nail it down exactly.  I just want get a sense.


Then my second question on this is in the last section you had ten students in 2012 and you're forecasting four students in 2016.  I didn't see a reason for that.


Can you tell us why that is?


MS. MAILLOUX:  I would have to look at the details, but as I mentioned earlier, three accounting students are being replaced with an ongoing person.  We are not hiring customer-care summer students anymore, because it takes a lot of training, and the level of skill in that job is increasing, so we used to have a lot of customer care in that job.


These are examples off the top of my head.  The rest I would have to get into the details.


MR. SHEPHERD:  You -- at one time you used student hiring to -- as a method of recruiting; right?


MS. MAILLOUX:  Yes, that's right, and we still do that.  So in engineering we do still hire a lot of co-op students.


MR. SARDANA:  And in fact, in accounting we used to have co-op students --


MS. MAILLOUX:  And we hired that person.


MR. SARDANA:  We found a co-op student that was dynamite and we hired her --


MS. MAILLOUX:  Yeah.


MR. SARDANA:  -- full-time as a junior accountant.


MS. MAILLOUX:  So there's a -- so you're quite right, it depends on the positions.  Engineering certainly is an area that we do tend to -- in fact, we just hired a person who was a co-op student in engineering, and Pankaj is correct, in accounting, but that position, for example, was one that was deleted in terms of three terms, because it required a lot of training from term to term, and we have to look at productivity.


MR. SHEPHERD:  Wonderful.  Thank you.  Those are my questions on Exhibit 4.

Questions by Ms. Vlahos:


MS. VLAHOS:  Thank you, Mr. Shepherd.


I just have one question, and it's in relation to

4-Staff-45.  Guelph Hydro has a contract with Milton Hydro for a shared control room.  Can you just remind me when this contract began and when it will end?  I know it has a three-year span.  Could you just confirm the years for me?


MR. VENEMAN:  Yes, it started last year in the fall, November time frame, October, November, and it is three years from that date.


MS. VLAHOS:  Okay, thank you.  And in response to part (c) of this interrogatory -- that is, what is the impact on the company's revenues and costs, should the control room arrangement now continue past a three-year term -- Guelph noted that the impact is minimal, given the fact that they would have gone to 24/7 coverage in any case.


So my question is:  Can you please clarify that if Guelph and Milton were to discontinue this arrangement that incremental revenue from Milton of $100,000, which was noted in part (b) of the same interrogatory, would no longer be in place, and also, would your cost be reduced by the same amount?


MR. VENEMAN:  Well, I can confirm that the revenue would no longer be in place.  As far as reducing costs goes, the reduction there is basically changing the schedule from when we moved to 24/7, so, I mean, if the Milton contract ends, there's other things that the control-room operators could be doing, so I don't see a main -- I don't see us letting operators go if Milton contract ends to save costs at that point.


The 100,000 is around one FTE.  And it all depends on the workload and the system and how things are going at that time.  It is really tough to look ahead to see what we would be up against.


MS. VLAHOS:  Okay, thank you very much.  At this point I just want to take a quick survey of the room.  How do people feel about going til five o'clock, or should we --


[Multiple speakers]


MS. VLAHOS:  Continue?

Questions by Mr. Garner:


MR. GARNER:  Ms. Vlahos, I have one final question of this panel, if you don't mind.  It --


MS. VLAHOS:  Yes, Mr. Garner.


MR. GARNER:  -- was on the FTEs, and hopefully it is a very short one.


In 2016, can you just remind me now, how many FTEs will be, as you call them, pre-hires?  How many of those FTEs will be in that category?


MS. MAILLOUX:  In 2016?


MR. GARNER:  In 2016.


MS. MAILLOUX:  I'd have to look at who they are.  I think there's -- I'd have to look at --


MR. GARNER:  Well, maybe if you could just --


MS. MAILLOUX:  Do you have the list handy, like, where...


MR. GARNER:  If you can look during -- while we are answering the other questions --


MS. MAILLOUX:  Sure.


MR. GARNER:  -- and just respond to it.  It's just, if you could solidify that in my mind that would be helpful.  Thank you.


MS. VLAHOS:  Thank you.  So moving on to 5, Mr. Aiken.

EXHIBIT 5

Questions by Mr. Aiken:


MR. AIKEN:  One short question.  It is 5-Energy Probe-54, the response to Part A.  And the question is:  Is there any updates?


MR. SARDANA:  Yes, Mr. Aiken, so we provided -- I think the updates were provided in the responses to the interrogatories.  It was -- we are still planning on issuing 30 million, and the only -- I guess the only update is that it will be between August the 26th and soon after Labour Day is when we're going to be issuing, because what we're hearing from our financial advisor is that there is a host of utility issuance coming in the middle of September to the end of September, and these are large issuers, and you can guess who they are, and we want to get out of their way, so that's -- that is one update.  Were you looking for an update on rates or...


MR. AIKEN:  Always.


MR. SARDANA:  Okay.  So I think those rate forecasts have not changed.  We've got those -- I believe, Laura, if you can just cursor down a bit.  I believe we put in some rate -- keep going.  It might have been -- yeah, right there.  So part (h), so the spreads have not changed.  What we've been told by RBC is that while the equivalent of Government of Canada bonds have come down by around 20 basis points, spreads have now widened by 20 basis points, so that's a wash.


So if we go and issue 30-year money right now, we are looking at, it might be a little bit less than the 4.175.  We're looking at around 4.08 to 4.15, is what they've told us.  This is my conversation with them on Friday.


I guess the other -- by way of an update, we are looking at 30-year money now.  We are not looking at ten-year, so -- because 30-year money is where the demand is right now, and we might as well put a long-dated issue in place, so that's as far an update as I can give you.


MR. AIKEN:  Okay, that was my question.


MS. MAILLOUX:  So I do have an answer.  So in 2016 we are looking to hire an apprentice line person as part of succession planning, and in our application under Exhibit 4, tab 3, we were also looking to hire a system control operator as part of succession planning, but we also explained in the application that, if we were moving to 24/7, that that would not be a pre-hire, and we are moving to 24/7 in the fall, so that's not a pre-hire at this point in time.  It is going to be an ongoing FTE.  When we applied, we weren't sure.

Questions by Mr. Shepherd:


MR. SHEPHERD:  Can I just follow up on that?  So that person then can't be an apprentice; right?

MS. MAILLOUX:  That's right.  Well, no, they can be.

MR. VENEMAN:  Yes.  That person is an apprentice in the control room right now.

MR. SHEPHERD:  Okay.  All right.

MR. GARNER:  Just so I understand, because that's one FTE that's a pre-hire in 2016.

MS. MAILLOUX:  In 2016.  That's right.  A lineperson.

MR. GARNER:  A lineperson.  Thank you.

MS. VLAHOS:  Mr. Aiken, are you finished with Exhibit 5 questions?

MR. AIKEN:  I am.

MS. VLAHOS:  Okay.  Thank you.  Mr. Garner, nothing?  Mr. Shepherd, nothing?   Mr. Ritchie.
Questions by Mr. Richie:


MR. RITCHIE:  Okay.  Thank you.  I have, I guess, two questions.  First, I'll refer to 5 Energy Probe-54, item (f).   This is, I guess, basically where you're indicating that, by issuing the debt sooner, you're saying that you will incur a "negative carry" from the now earlier issuance.

Now, I'm also looking, saying, Okay.  I need to understand what is this negative carry, because, in part, the new debt that you're issuing will, in part, replace, say, retained earnings that you've maybe used, like the equity, because you, in fact, have become -- you have become underleveraged.  And you're also saying that your existing approved rates do, in fact, recover a return on capital.  You would have had a Board-approved, weighted average, long-term debt clause.

I'm just trying to understand what this negative carry is.

MR. SARDANA:  Sure.  And by the "negative carry" term in this response, all I meant was that if we -- when we issue an incremental 30 million in debt, that incremental  -- the cost -- the debt cost of that incremental 30 million is not reflected in distribution rates today.  I take your point about, you know, if we're underleveraged, et cetera, we're overearning on the equity side, et cetera, but, again, I would argue that that's not in rates.  Okay?  We're still only getting the allowed 60/40 in rates; right?  And in any case, the negative carry that's meant here is that we would incur interest costs to bond holders that may or may not be in rates -- likely not in rates, according to me -- and we don't get the debt cost recovery started until January 1, 2016 off the new debt.  That's really what we meant, because right now distribution rates for the company only reflect the 65 million in long-term debt in rates.

MR. RITCHIE:  That's -- well, is that the deemed debt, or is that --


MR. SARDANA:  No.  That's the actual debt.

MR. RITCHIE:  But then -- but that's not what's actually reflected in your rates, because what's reflected in your rates is the deemed capital portion of 60 percent or 56 percent for the long-term times the weighted average cost of debt.

MR. SARDANA:  Right.  That's right.  And so the -- what's reflected in rates is somewhere just south of 80 million.  This would take us up to 95 million right away, and that's really where the negative carry would come in then, the difference between those two.

MR. RITCHIE:  But that, in part, is being driven, I guess, now because of the change in the working capital allowance on the rate base, because prior to the -- you know, with your original application, the 30 million, in fact, would have gotten you closer really -- or more closer to the whole 60 percent and so --


MR. SARDANA:  I'll agree with that.

MR. RITCHIE:  You know, on a theoretical perspective, you might be saying, really this becomes a wash, or it becomes potentially de minimus.


MR. SARDANA:  Yes.  Well, and that's, you know, partly the reason why we're not seeking to recover any negative carry from ratepayers to the extent that there is a negative carry.

MR. RITCHIE:  Okay.  The other part I have -- and it really reflects -- is going to 5-Staff-54, part (b).  And, you know, it's also -- I'd say the discussion in the first paragraph there also is sort of repeated in the response to 5-VECC-52, part (b).

And I guess referring to 5-Staff-54(b), you sort of say that you don't have a strategy for obtaining debt financing in infrequent or lumpy loans, but, you know, it's to ensure that the balance sheet reflects the debt-to-equity structure as closely as possible and that debt cost associated with long-term debt issued to finance long-term distribution assets are recovered in rates.

Because equity grows over time, assuming positive net income and Guelph Hydro is only rebased every five years, this necessarily leads to a pattern of lumpy financing.  And, again, I think, in the 5-VECC-52, part (b), it's almost as if you're sort of saying, when you're coming in for rebasing, that's when you're going to reset, you know, your cost of debt, and, in fact, you're sort of saying you're going to try and align your debt so that you get this -- the weighted average long-term debit rate most closely responds.

And I guess my question on this is -- and it's almost following on the discussion under Exhibit 4 -- is that:  Under the RRFE, even under the whole concept of incentive regulation, you know, you should be basically making investments in capital and raising the financing of it appropriately, either as capital or as equity or as debt, you know, as you need, and not constrained by the regulatory cycle.

MR. SARDANA:  Yes.  I think what I meant to say in this response -- and if doesn't come out clearly, then that's my mistake, but I think what we meant to say is once you're at your allowed debt equity ratio, which we will be after this issue, then -- and to be sure, we're going to be continuing to make steady investments in our capital base because that's our plan.  To get those -- once you're at your allowed, to get the incremental debt cost folded into rates, you have to be -- you have to come in for a cost of service or a rebasing.  Otherwise, how do you get those folded in?  I guess that's really what we're trying to say here.  So it -- you know, if the next time that I can -- we can come before the OEB is five years from now to have rate base opened up again and debt costs folded in, that's what was meant by that.  It sort of necessarily leads to this lumpy financing pattern.

MR. RITCHIE:  Well, again, I guess I don't fully understand that because I guess I'm also saying, okay, in part you've got growth, and so, you know, to the extent that rates are compensatory and that also, you know, as you add customers, you are getting revenues from those customers.


MR. SARDANA:  Yes.

MR. RITCHIE:  And the whole concept of the price cap adjustment, incentive regulation, whatever, is to say, okay, rates were compensatory when you last came in for the cost of service, subject to inflation reflecting the inflationary pressures on input prices less productivity that you sort of can realize and maybe mitigate and basically to the benefit both of ratepayers and of shareholders, you're also, -- you know, if you get more debt for some of that new addition, you're also being compensated and, in fact, likely what's reflected in rates really is the ROE and the weighted average cost of long-term debt.  You know, like, there is a rate so --


MR. SARDANA:  No question there.  I think what I'm saying is perhaps the growth in our customer base and the growth in load over time isn't enough to compensate the debt cost fully because capital investments are large.  You know, when he we put a new TS -- we probably don't have to until 2021 or thereabouts -- that new TS would be about $20 million, and the growth in rate base and the rate increases that prevail from an IRM cycle, I guess I'm arguing, isn't enough to compensate fully for that.  That's really all we're getting at.  And maybe they are; we just

-- the response postulated what I've just said.


MR. RITCHIE:  Okay.


MR. SHEPHERD:  Can I ask a follow-up question on that?


MR. SARDANA:  Sure.


MR. SHEPHERD:  When you went to the markets for your 30 million, when you talked to RBC, how close is the 30 million to the minimum you could reasonably raise on the public markets?


MR. SARDANA:  I think that is slightly over our allowed net -- it wasn't over the allowed, if we still had the old working capital allowance.


MR. SHEPHERD:  So I'm not asking a regulatory question.  I'm asking the capital markets question.


MR. SARDANA:  Okay.  Right.


MR. SHEPHERD:  The capital markets is not interested in a million-dollar loan, they are interested in a $30 million loan.


MR. SARDANA:  Yes.


MR. SHEPHERD:  What's your number that you have to get to before you can raise money on the markets?


MR. SARDANA:  Oh, I see what you're saying, before we make it a public type or private --


MR. SHEPHERD:  Yeah.


MR. SARDANA:  -- placement type issue?  Usually the cut-off is around 15 million.


MR. SHEPHERD:  So that's going to be several years of capital expenditures in any case; right?


MR. SARDANA:  Yes.


MR. SHEPHERD:  Okay, thank you.


MS. VLAHOS:  Okay.   So just before moving, maybe we should stop for the day before we start a new exhibit and have to stop midway through that point, if everyone's okay with that.


MR. SHEPHERD:  Well, I have no questions on 6.


MR. AIKEN:  I have, like, four questions left on 6 through to 8.


MS. VLAHOS:  Okay.


MR. VELLONE:  Yeah, why don't we canvass how much time people have left on the remaining exhibits in terms of questioning and figure that out.


MS. VLAHOS:  Okay.  Mr. --


MR. SHEPHERD:  I probably have ten minutes.


MR. AIKEN:  Five to ten minutes, probably.


MR. GARNER:  I only have one question...


MS. VLAHOS:  Okay.  I think we -- Staff does not have any questions.  Oh, you have...  Sorry.


MR. RITCHIE:  I just have one on Exhibit 9, but...


[Multiple Speakers]


MS. VLAHOS:  Okay.  We'll start with 6, Mr. Aiken.

Exhibit 6

Questions by Mr. Aiken:


MR. AIKEN:  Yeah, at 6 Energy Probe 56, and my request is that, based on any further updates or corrections or other changes made as a result of the technical-conference questions, please provide an update to the response to this question, including an updated revenue-requirement work form in electric form.


MS. BIRCEANU:  I will.


MS. DJURDJEVIC:  That will be JT1.34.

UNDERTAKING NO. JT1.34:  BASED ON ANY FURTHER UPDATES OR CORRECTIONS OR OTHER CHANGES MADE AS A RESULT OF THE TECHNICAL-CONFERENCE QUESTIONS, TO PROVIDE AN UPDATE TO THE RESPONSE TO THIS QUESTION, INCLUDING AN UPDATED REVENUE-REQUIREMENT WORK FORM IN ELECTRIC FORM.

EXHIBIT 7

Questions by Mr. Aiken:


MR. AIKEN:  And if we're done 6 I can move on to 7.


My one question there is, in response to 7 Energy Probe 58, the table provided in Part B, and the request is, if necessary, please provide an update to table 7, Energy Probe 58(b) to reflect any changes in the revenue deficiency as a result of the updates, corrections, or changes to the application as a result of the responses to the technical-conference questions.


MS. BIRCEANU:  I will.


MS. DJURDJEVIC:  That's JT1.35.

UNDERTAKING NO. JT1.35:  IF NECESSARY, TO PROVIDE AN UPDATE TO TABLE 7 ENERGY PROBE-58(b) TO REFLECT ANY CHANGES IN THE REVENUE DEFICIENCY AS A RESULT OF THE UPDATES, CORRECTIONS, OR CHANGES TO THE APPLICATION AS A RESULT OF THE RESPONSES TO THE TECHNICAL-CONFERENCE QUESTIONS.


MR. AIKEN:  Well, then are we on to Schedule 8?


MS. VLAHOS:  Yes, 8.
EXHIBIT 8

Questions by Mr. Aiken:


MR. AIKEN:  Okay.  It is 8-Energy Probe-60, and Exhibit 8, tab 6, Schedule 1.  This has the one-time credit of $10 --


MS. BIRCEANU:  Uh-hmm.


MR. AIKEN:  -- for moving to e-billing.  Is that an ongoing cost beyond 2016?


MS. BIRCEANU:  It is, yes.


MR. AIKEN:  Okay.


MR. SHEPHERD:  Can I just follow up on that?  That is an ongoing cost because you expect more people to move to e-billing each year; right?


MS. BIRCEANU:  Yes, but the credit offsets the -- so if we provide a monthly credit of 0.79, we actually offset the charge, the cost, so it's ongoing cost which, if more customers came in e-billing, it is offset by the credit.
Quetsions by Mr. Shepherd:


MR. SHEPHERD:  What you are proposing is a $10 one-time charge, right?


MS. BIRCEANU:  $10 one-time charge or .79 dollars per month ongoing credit.  It was a proposal.


MR. SHEPHERD:  The proposal was $10.


MS. BIRCEANU:  Our proposal is $10.  But we --


MR. SHEPHERD:  So then that's an expense for 2016.


MS. BIRCEANU:  Yes.


MR. SHEPHERD:  And it is only an expense for subsequent years if more people convert to e-billing.


MS. BIRCEANU:  Indeed.  Correct.


MR. SHEPHERD:  Okay.
Continued Questions by Mr. Aiken:


MR. AIKEN:  My second question is on 8-Staff-59.  This one might take a little bit longer.  This is service lag in billing -- or the billing -- sorry, the IESO payment lag.


So my first question is:  Please explain how the midpoint methodology results in a service lag of 61 days for customers billed on a bimonthly basis and 30.5 days for customers billed on a monthly basis, rather than typical figures of 30.4 days for bimonthly billed customers and 15.2 days for monthly billed customers?  Specifically, where did Guelph Hydro take into account the midpoint of the billing period and the calculation of the service lag?


And if you look -- if you pulled up the table -- I think it's on the third page.  There is a table right at the bottom, yeah.


MS. BIRCEANU:  Okay.


MR. AIKEN:  You see you have got a service lag of 61 days for bimonthly and 30.5 for monthly billed accounts.  And those are double what the typical numbers are.


MS. BIRCEANU:  So bimonthly, I want to -- so you want me to explain the service-lag days, 61 versus 30.5.  One is bimonthly and the other is monthly, if I understand you --


MR. AIKEN:  No, I understand that.  If we want to focus on the bimonthly --


MS. BIRCEANU:  Yes.


MR. AIKEN:  -- the service period is 61 days.


MS. BIRCEANU:  Mm-hmm.


MR. AIKEN:  Right?


MS. BIRCEANU:  Yes.


MR. AIKEN:  So the service lag is mid -- using the midpoint methodology would be the midpoint of that 61 days or 30.5 days?


MS. BIRCEANU:  Okay.  So I probably expressed this question in a wrong way.  Sixty-one days is because from the beginning date, which is the first of the month until the end of two months, so we counted 61 days, is not actually the midpoint method, is my experience.


MR. AIKEN:  That's right, it is the service lag.


MS. BIRCEANU:  Yes.


MR. AIKEN:  Sorry, the service period, not the service lag.


MS. BIRCEANU:  The service period.  In the --


MR. AIKEN:  Yes, and in -- okay.  Then my second question is on the cost of power --
Questions by Mr. Shepherd:


MR. SHEPHERD:  Sorry, Randy, just before you go on, so will you confirm then that the correct service lag in each case should be half of what is in this response?  Because what you have, 61 days, means you provided all the service on the first day of the service period, which clearly is not the case.


MS. BIRCEANU:  I think -- oh, okay.  So the question refers to the transmission rates, and to explain why Guelph Hydro states that between we receive the charges from IESO or Hydro One and we billed the customers two-and-a-half more months passed, and it's what I have tried to explain why.  First we bill bimonthly and monthly, and bimonthly we wait 61 days plus -- just a second.  So 61 days is the service lag date, plus the billing lag days, so 15 days, why?  Because we are waiting for IESO market prices, 11 business days, and I came up with a total of 76 days.


So that's the reason why we carry this balances in our RSVAs for 1584 and 1586, which is transmission network and connection network and network and connection.  That was the point of the question and the point of the response.


MR. SHEPHERD:  So am I right that the service lag that you are using here for UTRs is not the same as the service lag you would use in a lead lag study?


MS. BIRCEANU:  Correct.


MR. SHEPHERD:  For normal services.


MS. BIRCEANU:  Correct, correct.

MR. SHEPHERD:  Awesome.  Thank you.
Continued Questions by Mr. Aiken:


MR. AIKEN:  Okay.  Then turning to the IESO and the Hydro One expenses, the expense lead, and this is on -- yes, that's the page.  And if you look at the first table, you come up with the lead time of 15.2 days.

MS. BIRCEANU:  Yes.

MR. AIKEN:  Where does this actually reflect when you paid the IESO?  My understanding is you paid the IESO roughly 17 days after the end of the month.

MS. BIRCEANU:  No.


MR. AIKEN:  You're 15 --


MS. BIRCEANU:  Yes, you are correct; you are correct.  We receive the IESO invoice on the 15th, and we have two days to pay, so yes.

MR. AIKEN:  So my question is:  Why isn't the 15.2 -- that's basically the service lag of the monthly numbers.

MS. BIRCEANU:  Okay.  Oh, because I use exactly the calendar date I received from the IESO settlement, payment settlement, settlement payment.  That's the IESO calendar here.

MR. AIKEN:  Okay.  But look at the first line, January 2014.  Service start, January 1; service end, January 31.  So you come up with 15.5 days?

MS. BIRCEANU:  Yes.

MR. AIKEN:  Where do you factor in that you paid this on February 17?  Because we're talking about cash flow here.  Where did you factor in the fact that you don't pay the IESO for 17 days after the end of January 2014?

MS. BIRCEANU:  This is -- this is service lead time, and as you can see here, it's -- I explained the formula:  service end date minus service start date plus one divided by two, which is midpoint methodology.

MR. AIKEN:  That's for the service periods.

MS. BIRCEANU:  Yes.

MR. AIKEN:  For the period you get from the IESO, that's fine, but where have you factored in the fact that you don't pay the IESO for another 17 days?

MS. BIRCEANU:  Just a second.  So why is the payment roll here?  I don't deal with payment.  Why?  Because you asked me about the RSVA balances.  You asked me about this lag between the charge and not the payment, the collection, so not even the collection.  We use accrual method for RSVA balances, so that payment doesn't matter because the way we book, we book exactly when the -- we received the charge and when we bill the revenue, the customers.  So the way we pay the payment --


MR. AIKEN:  But this whole thing has nothing to do with this cash problems.

MS. BIRCEANU:  -- has nothing to do with this response.

MR. AIKEN:  Okay.  And then my last question is on the next page of that response, the middle table there, and my question, I hope, is a simple one:  Does Guelph pay the IESO the gross amount or the net amount net of the OCEB each month?

MS. BIRCEANU:  So we process a settlement each month for OCEB, so we keep this balance to zero.  So once we apply for OCEB to IESO, we receive the bill after 15 -- on the 15th of the month, so we received the bill with a credit.  So it's a lag, if you want to know, of 15 days.

MR. AIKEN:  Yes.  Okay.  Thank you.  Those are my questions.

MS. BIRCEANU:  You're welcome.

MS. VLAHOS:  Mr. Garner, any questions on eight?

MR. HARPER:  You mean Mr. Harper.  No, we don't.

MS. VLAHOS:  Mr. Shepherd?
Questions by Mr. Shepherd:


MR. SHEPHERD:  I just have a couple.  My first question is in 8-Energy Probe-59 on the last page.  It says that -- you're talking about customer usage, and every time you refer to their average consumption over 30 days.  I just want to clarify:  You bill on a monthly basis; right?  You don't bill on a 30-day basis?

MS. BIRCEANU:  We bill on a monthly basis.  Yes, you are correct.  It's based on the billing schedule.

MR. SHEPHERD:  Okay.

MS. BIRCEANU:  It could be 29; it could be 30; it could be 31; it could be 32.  It depends.

MR. SHEPHERD:  Yes, understood.  We have one utility that bills on a 30-day basis, and so we have to adjust all their numbers to reflect the fact that they have five extra days that they bill for every year.  So you don't.  I just wanted to clarify that.

Then my next question is on 8-Staff-61.  I'm not sure whether this is actually a question for you or a question for Staff, but I'll ask it anyway, and we'll see how I -- what answer I get.  It refers to a Staff presentation made on July 6 to the EDA.

MS. BIRCEANU:  Yes.

MR. SHEPHERD:  Is that presentation somewhere on the public record?

MS. BIRCEANU:  Just a second.

MR. SARDANA:  You know, I think that's such an easy question Mr. Ritchie should handle it.

MR. SHEPHERD:  Well, I'm more than happy to have him handle it.

MS. BIRCEANU:  You are referring to 8-Staff-61?

MR. SHEPHERD:  Yes.

MS. BIRCEANU:  This is about asking to --


MR. SHEPHERD:  No, no, sorry.  I'm just asking for a particular document, the OEB Staff presentation at the EDA.

MR. SARDANA:  Jay is asking if that's on the public record, that presentation.

MS. BIRCEANU:  I think it is.

MR. SHEPHERD:  So could somebody tell me whether it is on the public record or not?

MS. BIRCEANU:  I think it is.

MS. VLAHOS:  We will advise.

MR. SHEPHERD:  Staff will advise?  Unprecedented.

MS. BIRCEANU:  Unprecedented.  Okay.

MR. SHEPHERD:  And if it is not, can Staff put it on the public record?

MS. VLAHOS:  That, I'm not sure of.

MR. SHEPHERD:  Well, it's being referred to in an application, so if not, I'm going to ask to have the reference removed.

MS. DJURJEVIC:  Staff will make it available, and then I think it would be more appropriate for the applicant to file it on the record rather than Staff filing some kind of evidence on the record and then possibly being cross-examined on it.

MR. VELLONE:  That's fine by us if you want to send it to us.

MS. DJURJEVIC:  We'll make it available, and the applicant can put it on the record since they've referred to it in this IR response.

MR. SHEPHERD:  Thank you very much.  And my last question is on 8-VECC-59.  This is asking about whether e-billing reduces your revenue lag, and obviously it does because of the mailing process.

MS. BIRCEANU:  Yes.

MR. SHEPHERD:  But I thought that e-billing also reduced your revenue lag because you had payment certainty.  You knew exactly when you were being paid because it's automatic.

MS. BIRCEANU:  It is hard to --


MR. SHEPHERD:  And that tends to be shorter than your projected payment period.  Am I wrong?  Or do you have data on that?

MS. BIRCEANU:  Theoretically, you are correct, but it's hard to say that everybody who receives an e-billing follows up or pays faster.  It depends.

MR. SHEPHERD:  But you don't have any data?

MS. BIRCEANU:  We have such a small number of customers on e-billing, 4,000, comparing with 53,000, so statistically speaking, no, we don't have such a statistics, but we haven't noticed any pattern to pay faster or pay more --


MR. SHEPHERD:  Thank you.


MS. BIRCEANU:  You're welcome.

MR. SHEPHERD:  Those are my questions on eight.

MS. VLAHOS:  Thank you, Mr. Shepherd.

Mr. Ritchie, do you have anything on eight?  No.  Okay.  Moving --


MR. SARDANA:  Ms. Vlahos?

MS. VLAHOS:  Yes.

MR. SARDANA:  I did a quick search on the OEB's website, and I believe that the paper that Mr. Shepherd wanted is on -- is part of the public record it's available on the OEB's website.  I think the title is "Rate Design Working Group," and the subtitle is "A new distribution rate design for residential electricity customers," EB-2012-0410.

MR. SHEPHERD:  And that's the July 2015 presentation?

MR. SARDANA:  Well, I think --


MS. BIRCEANU:  No, it's not.

MR. SARDANA:  That's not the one?

MS. BIRCEANU:  That's not the one.  It is not July --


MR. SARDANA:  That's dated April, so my apologies.  Maybe that's not the one.

MR. HARPER:  I believe, Jay, the one that you are referring to was new rate design for general service customers, and the one Mr. Sardana was referring to is the rate design policy with respect to residential customers.

MS. BIRCEANU:  Yes, yes.  Correct, correct.

MR. SHEPHERD:  That's fine.  Okay.   Yes.

MS. VLAHOS:  Moving on to Exhibit 9, Mr. Aiken.

MR. AIKEN:  No questions.

MS. VLAHOS:  No questions?

MR. AIKEN:  No.

MS. VLAHOS:  No questions?  Mr. Garner?

EXHIBIT 9

Questions by Mr. Garner:


MR. GARNER:  Well, I have really one, and maybe it's not as much of a question as I'd like to ask Guelph about the response in 9 Staff-65.  I just want to understand two things, probably.  One is a mathematical thing, which is:  What is the sum total that Guelph is now seeking to recover related to the ZigBee Chip, and why I ask is there were two figures raised in the original application.  One was 600-and-some-odd thousand and the other one was 479,000, and one was related to capital and one related to -- I can't remember if it was -- implementation.


MR. WENINGER:  Depreciation.


MR. GARNER:  -- was depreciated.  So maybe just the figure.  How much is it that you are looking to recover right now?


MR. WENINGER:  I can speak to -- partly to both questions.  The 600,000 was the cost of the ZigBee Chip itself embedded in the 50,000 plus or minus smart meters.  A portion of that we have recovered through our CDM initiative from the OPA/IESO, so there is 600,000 less 35,000, and Mike, I'm sure you can provide the exact number that we are looking to recover.


The 479,000 plus or minus, that was related to a project that we identified as a potential smart grid project that we did not pursue.  That was more of a customer community messaging system that, once the application was turned down, we shelved, we didn't pursue, so the 479 is not relevant at this point in time.  It is really the 600,000 less what we've already recovered from the OP IESO, and Mike, I don't know if you've got the exact numbers.


MR. KOKTAN:  I don't have the details right now.


MR. GARNER:  Okay.  I don't think I need to know exactly, and I think you answered my second question, which was the -- there was a revenue stream related to this Peaksaver project that you got for the ZigBee Chip.  That was the 35,000 you're talking about?


MR. WENINGER:  Yeah, I'm not sure I would call it a revenue stream.  It is a cost reimbursement through the conservation delivery budget for every Peaksaver residential demand response participant that is in the programme, so once they're enrolled in the programme they get either a demand response thermostat or a demand response switch installed, fully funded by the OPA/IESO.


In the old version of the conservation programme the "thank you" for customers' participation was a $25 rebate cheque or incentive cheque.  That was changed under the framework that we're just leaving to the customer receiving a free in-home display that ideally is connected real-time with the smart meter consumption information, and that's the "thank you" for participating so, again, the cost of the in-home delay, the cost of the ZigBee Chip, covered by the OPA or the IESO programme funding.


MR. GARNER:  Okay.  Is there a -- in the future is there -- is it contemplated there will be similar benefits coming out of the chip with the OPA?


MR. WENINGER:  The OPA/IESO Conservation First framework, the CDM programmes, there's a few things that are happening simultaneous.  The new framework, our targets are energy only, no longer demand, so residential demand response was a demand response programme, and because the demand response piece is no longer part of distributor targets, the IESO is looking at directly managing, taking over contracts for DR123 programmes, and at some point in time the IESO will figure out how they want to address the residential demand response programmes, so going forward there actually is not a revenue stream per se under the conservation programme.


Having said that, there is indication from, I guess, Ministry that until such time as the IESO determines how they want to deal with residential demand response, the IESO is providing separate non-CDM funding to ensure that utilities that do want to carry on delivering or offering demand response Peaksaver programme, that funding is there on an annual basis, so for 2015 we have assurances for that funding.


We have received a suggestion that funding for 2016 will be there, again, separate from the Conservation First framework funding, and we do know that on the programme design side LDCs are requested to take a larger role in programme design.  There is a whole home residential working group, and they are looking at building business cases to try and modify the Peaksaver programme into something that's a little bit different but still residential customer-facing, possibly a conservation programme that would be eligible under the energy-only targets going forward.  There is no guarantees where that's going to end up.


MR. GARNER:  Okay.  And final question:  Have you at Guelph Hydro, are you exploring any ways for you to engage the customers in a utility CDM programme to utilize the chip?


MR. WENINGER:  Our focus the last few years has been to get the Peaksaver plus programme out to market with greater uptake than we have actually been able to achieve, and if you take a look at the OEB annual CDM reports, you will understand some of the challenges we have had to work through.


We are exploring other potential uses for the ZigBee Chip.  Some of them may or may not become conservation programmes eligible for funding under the Conservation First framework.


One of the areas that we've been looking at -- and it still requires some more work -- is leveraging the real-time component of the ZigBee Chip to essentially feed data real-time but at high resolution, to think of it as a little gateway, a little black box inside a customer's home, so that instead of getting hourly consumption data, the potential for higher-resolution data might be able to provide LDCs a tool for customers to better understand energy use inside their home and possibly manage it.


In order for it to be eligible as a conservation programme we have to be able to demonstrate positive cost benefit business case accepted by the ISO, the working groups.


Right now it is too early to tell if that is a viable conservation programme.  If it is not a viable conservation programme, there is still the possibility that there is some good potential for selected customers where we as an LDC can, through our customer-service group, possibly provide better information while we are talking to customers on the phone, where they have high bill complaints or they have issues with consumption inside their home, the potential for providing notifications in an automated format, if the tool notices a pattern or a habit that is different than what the customer has selected as a default or a threshold, so there is absolutely some potential there.


There is a number of companies, load disaggregation companies down in the States, and a couple in Canada, that have load disaggregation tools that take the consumption information and try and turn it into manageable or actionable items is -- or items is the way they describe it.


Like I say, I think there is some potential there even if doesn't become a cost benefit-viable conservation programme, more so from an education point of view.


MR. GARNER:  Thank you.  That's my only question.


MR. AIKEN:  I have got one follow-up on that, and it is actually on the last paragraph that's on the screen.  So what you are looking for with respect to the ZigBee Chip is, you want to include 450,000 in rate base going forward, and then you want to recover the 186,000 in past depreciation expense; is that correct?


MR. KOKTAN:  Yes, that's correct.


MR. AIKEN:  Okay.


MS. VLAHOS:  Thank you.


Staff has a couple questions -- oh, sorry, Mr. -- sorry, sorry, Mr. Shepherd.


MR. SHEPHERD:  I never let a ZigBee Chip go by without a question.


You will probably recall that -- in fact, you quoted in your answer that SEC believed that at the time that you were showing leadership and innovation and that you should be allowed to recover these costs.  The Board -- but we did say that normally you should have a business case, and this was an unusual case in which we thought you didn't need to have one.  But the Board said no.  The Board said that you can put it in a variance account, do a business case.


So I don't understand why you didn't do a business case.  The Board was very clear:  If do you a business case, we might let you recover the money.


Why is there no business case here?  I don't understand.  The business -- let me finish -- the business case might be benefits to customers rather than benefits to the utility.  It might be not other ways of funding it, but reasons why customers would benefit from it, so it's still positive from a customer point of view, just like the DSM is or CDM is.  But I just don't understand why there's no business case filed at all.  Can you help me with that?


MR. WENINGER:  Sure, the request to do a business case we've noted both in the original filing, the original application, and the interrogatory responses, the ZigBee chip on its own does not have a business case.  It does require other downstream tools, programs, devices in order for it to be truly cost benefit.  There's something of value to the customers, to the ratepayers.


When it's used as a conservation tool, as it has been for the residential demand response, by virtue of it being offered province wide by the OPA and now the IESO, the IESO and the OPA previously had indicated that it was a -- the residential demand response program was cost -- was a viable program.  It did show positive cost benefit business case LDCs.  Utilizing that for delivering the program did not need to do a business case.  We are required to do business cases going forward on any new standalone programs, but the ZigBee chip on its own does not have a value.  It requires some other, like I say, tool, device, application, customer engagement or education piece.


The load disaggregation concept that we're exploring, the higher resolution one right now, like I had mentioned earlier, it may or may not have the potential to become a viable conservation program.  We're still exploring that, so I don't have a business case to offer on that.


If it turns out to be not viable because there's not enough conservation savings for a business case to be made from a CDM perspective, there might still be some value more so from a customer engagement, customer education, not so much from hard savings.


Any conservation program that is behavioural in nature, the OPA and now the IESO deem has a one-year persistence, and in order for it to be a conservation program, it has to persist until, in the old framework, until 2014; in the new framework, until 2020.  So from that point of view, any behavioural change exercises really aren't viable from a conservation program point of view.


MR. SHEPHERD:  Can I just stop you?  I'm not so much concerned about the details here as it's true that any tool, no matter what the tool, does not have a business case on its own.  It never does.  A tool, it only has a business case in the context of how you use it.


This is a tool.  You've said that a number of times, and you're right.  And so if I were a customer and you told me it's going to cost you $12 to have this chip, I would say I'm pretty sure I'm going to get $12 of benefit from it, so I don't understand why you can't put that in a business case.  And what I'm doing here is I'm inviting you to take an undertaking to give us a business case.


MS. BIRCEANU:  Yes.  Thank you.  Thank you, Jay.  Can we take an undertaking on that, please?


MR. SARDANA:  We may not get that in time for the settlement conference; right?  That's got to be a   detailed --


MS. BIRCEANU:  No.  It's only a matter of principle to demonstrate that this chip deserves a business case depending on the future benefits that it could bring to the customers.  Yes, we will take that undertaking.


MR. WENINGER:  I think your audience is the Board; right?


MR. WENINGER:  No, understood.  The difficulty with that is, when I understand business case, I understand hard numbers, and there's no hard numbers with this.  They're soft.


MR. SHEPHERD:  Well, they're probabilistic.


MR. WENINGER:  Yes.


MS. BIRCEANU:  Thank you.  Thank you very much.


MR. SHEPHERD:  Undertaking.


MS. DJURJEVIC:  JT1.37.  Does somebody want to restate that?


MR. SHEPHERD:  To provide whatever business case can be provided with respect to the ZigBee chip.


MS. DJURJEVIC:  Thank you.

UNDERTAKING NO. JT1.37:  To provide whatever business case can be provided with respect to the ZigBee chip.


MR. SHEPHERD:  Thank you.  That's all my questions.


MR. RITCHIE:  I think that my friends Messrs. Garner and Shepherd have asked enough questions on the ZigBee chip.  OEB Staff have no more on that one.

Questions by Ms. Vlahos:

MS. VLAHOS:  I just have one quick follow-up, just one quick one, in reference to 9-VECC-62.  In Guelph's -- sorry, in Guelph Hydro's initial application, it was noted that it is not requesting any new deferral or variance accounts or any sub-accounts.  However, in response to the interrogatory from VECC, Guelph notes that it is seeking a deferral account for the missed metering costs.


My only question is that:  Is the account being requested encompassed by the March 2015 APH guidance issued by the OEB which addressed missed meters, or is the account to cover something beyond the specified guidelines?


MS. BIRCEANU:  Not beyond the specified guidelines.


MS. VLAHOS:  Okay.  Thank you.


MS. BIRCEANU:  Welcome.

Procedural Matters:

MS. VLAHOS:  Well, that, unless there's anything else -- before we are adjourned, so based on my count, we have 37 undertakings.  Can Guelph provide a date that it would be able to respond to these undertakings, noting that we have settlement scheduled for August 31 and September 1?


MS. BIRCEANU:  Georgette, I want to ask you something.  It is our understanding that, once we complete a set of questions, we can send it out as the process; is that correct?


MS. VLAHOS:  Yes, you can do that.


MS. BIRCEANU:  As soon as we get the responses, we can send them.


MS. VLAHOS:  Yes.


MR. VELLONE:  So as quickly as possible and, in any event, before the settlement conference, and the only one I heard an exception on that for was 137, the business case for the ZigBee chip.


MR. SARDANA:  We'll try and do that too.


MS. BIRCEANU:  Don't worry.  I will work on that.


MR. SARDANA:  We'll high five later.


MR. VELLONE:  No exceptions.


MS. VLAHOS:  Okay.  Thank you very much.  Thank you to the court reporter and Laura.


MR. SHEPHERD:  Are we supposed to have an issues list here?


MS. VLAHOS:  Yes, we can discuss that.


MS. BINETTE:  And circulate it.


MS. VLAHOS:  And circulate that, yes.


MR. SHEPHERD:  So you'll do a draft, and then we'll provide comments by e-mail rather than --


MS. VLAHOS:  Yes.  Sounds great.  Yes.


Thank you very much everybody.

--- Whereupon the hearing concluded at 5:21 p.m.
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