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Wednesday, August 19, 2015

--- On commencing at 9:28 a.m.


MR. LANNI:  Good morning everyone to the technical conference for Waterloo North Hydro Inc.'s cost of service proceeding, Docket No. EB-2015-0108.  My name is Richard Lanni.  I'm counsel for Board Staff.  With me is Jane Scott, case manager for this proceeding.

As you are aware, by letter dated August 11th, 2015, the OEB confirmed that a transcribed technical conference is required in this proceeding.  That letter stated that the purpose of this technical conference is to clarify any matters arising from the interrogatories only.  I believe there has been some discussion with regards to scheduling, and maybe the applicant can take us through that when it speaks.

Please note that this technical conference is being transcribed, and the transcription will form a part of the record of the proceeding.  When you speak, please ensure that your microphone is on.  A settlement conference is scheduled for September 3rd and 4th, which isn't that far of.  Therefore, any undertakings that may arise out of this technical conference should be responded to fairly quickly. Finally, please note that there is no adjudicative panel here today.  If there are any disputes, Board Staff is here to assist, and if we need to, we can seek guidance from the Board Panel.

With that in mind, I am hopeful we can get through everything today, but if necessary we have this hearing room and the court reporter for tomorrow as well.  Before we have any appearances, are there any preliminary matters?

MR. VELLONE:  I have some exhibits to introduce, but we should probably do introductions first maybe.

MR. LANNI:  Fair enough.  Then we can now go around the room.  Why don't we start with the applicant?

MR. VELLONE:  Sure.  So my name is John Vellone.  I am counsel to Waterloo North Hydro Inc., the applicant, and I will allow the witnesses just to introduce themselves.
WATERLOO NORTH HYDRO INC. - PANEL 1

Bruce Bacon

Chris Amos

Albert Singh

Rene Gatien

Herbert Haller

David Wilkinson


MR. BACON:  My name is Bruce Bacon, and I am the rate consultant to Waterloo North Inc.

MS. AMOS:  My name is Chris Amos.  I'm a rate consultant for Waterloo North Hydro Inc.

MR. SINGH:  Good morning.  My name is Albert Singh.  I'm the VP finance and CFO for Waterloo North Hydro Inc.

MR. GATIEN:  Good morning.  My name is Rene Gatien, and I am the president and CEO for Waterloo North Hydro Inc.

MR. HALLER:  Good morning.  My name is Herbert Haller.  I'm vice-president of engineering and stations for Waterloo North Hydro Inc.

MR. WILKINSON:  Good morning.  My name is David Wilkinson.  I am the vice-precedent of operations for Waterloo North Hydro.

MR. VELLONE:  In addition to the witnesses appearing today, there are a few observers from Waterloo North Hydro.  I will just state their names on the record.   So Alyson Conrad, sitting to my right, she will be guiding us through the electronic evidence today, and behind me is Marianne Blasman, Dorothy Moryc, and Lisa Narayansingh, and that is the applicant.

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

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

MR. GARNER:  Mark Garner, consultant with VECC.

MR. WALKER:  Scott Walker, president and CEO of E2 Energy Inc., representing the University of Waterloo.

MS. SCOTT:  Jane Scott with the OEB.
Procedural Matters:


MR. VELLONE:  In terms of scheduling, we're comfortable going exhibit by exhibit, letting all the intervenors ask their questions on a particular topic area and then move on to the next.  Does anyone have any time constraints?  I see heads shaking.

MR. WALKER:  I just have today.

MR. VELLONE:  Okay.  So if we look like we might roll into tomorrow, we might give Mr. Walker an opportunity to finish all of his questioning today.

MR. AIKEN:  I have the same time constraint.

MR. VELLONE:  Okay.  You can arm wrestle to see who goes first.
Preliminary Matters:


In terms of preliminary matters, there are two things that I would like to have marked as exhibits.  The first is a written response to technical conference questions that we got from VECC, which was filed on RESS on August 18th.  Let's get it marked as an exhibit just in case people make reference to it today.

MR. LANNI:  So we will mark that as Exhibit KTC1.1.
EXHIBIT NO. KTC1.1:  Written response to technical conference questions from VECC, filed on August 18

MR. VELLONE:  The second is a correction to an interrogatory response, specifically a correction to a table that was filed in response to 2-SEC-25.  Get that marked as an exhibit as well, and I will give my colleague an opportunity to explain what the correction was.

MR. LANNI:  That will be marked as Exhibit KTC1.2.
EXHIBIT NO. KTC1.2:  Correction to a response to 2-SEC-25.

MR. VELLONE:  I did bring copies for -- hard copies for everyone.  Does everyone have a copy?  Okay.

Herb, do you want to just walk everyone through the correction.

MR. HALLER:  If I could bring your attention to the line highlighted in green.  About two-thirds of the way down the page, it's identified as underground primary cable and in kilometres.  There was an error in the units of measure in the columns highlighted in green to the right.  In the IR, they were given in metres.  The correction on this page is that they are given in the proper units of measure, which is --


[Fire alarm sounds]


MR. HALLER:  The units have been corrected on the page to identify them as in kilometres.  That is the only change.

MR. VELLONE:  Thank you, Herb.  That is all the preliminary matters the applicant has at this time.

MR. LANNI:  Okay.  Mr. Aiken, I think you are up first.
EXHIBIT 1

Questions by Mr. Aiken:


MR. AIKEN:  I have been volunteered again.

On Exhibit 1, I just have a couple of questions.  The first one is on the response to 1-Energy Probe-4 and specifically the response to part (c).  The question asked whether Waterloo offers the option of bills e-mailed to customers so that they don't have to log into their account to get their bill.  The response indicates that you don't offer that due to security concerns, and my question is:  Can you elaborate on what those security concerns are?

MR. GATIEN:  Mr. Aiken, if I might, there is a couple of technical things that I would like to check on.  So if we might answer that one after the break, then we would get that one back to you after the break, if we could?

MR. AIKEN:  Sure.

MR. GATIEN:  Thank you.

MR. AIKEN:  My second question is on the response to 1-Energy Probe-5, and it deals with the MS 1 and MS 3 substation shown in the tables in response to part (b).  So the first part of my question is:  Can you confirm that both of these stations are included in the test year rate base?

MR. SINGH:  Mr. Aiken, yes, they are included in rate base.

MR. AIKEN:  Can you provide the net book value of both of these stations at the beginning and end of 2016?

MR. SINGH:  Yes, we can, but it would have to be an undertaking.

MR. AIKEN:  Sure.

MR. LANNI:  Just so we can keep track of this, we will mark two undertakings for now, the first being the response to Mr. Aiken's question with regards to the security reasons and the second in regard of this last question.

MR. VELLONE:  What I might suggest on the security concerns is that I think we probably can respond after the break and not have to have an undertaking, but I will undertake myself to revisit that, and we will get it marked if we can't answer that.

MR. LANNI:  That's fine.  We won't mark that undertaking, and we will mark this undertaking as JTC1.1.  Thank you.
UNDERTAKING NO. JTC1.1:  To provide the net book value of both stations at the beginning and end of 2016

MR. AIKEN:  The final part of my question is on MS 3.  When was it decommissioned?

MR. GATIEN:  Mr. Aiken, on that one, we have to look up the exact date, and we can have that at the break.  We just have to access somebody back at the office to make sure we get the correct date.

MR. AIKEN:  Okay.  That's fine.

MR. GATIEN:  We will definitely be able to respond to that one after the break.

MR. AIKEN:  Okay.  Those are my questions on Exhibit 1.  Thanks.
Questions by Mr. Rubenstein:


MR. RUBENSTEIN:  I can go next.  My first is with respect to 1-SEC-2, specifically the attachments.  This is the strategic KPIs for 2014 and 2015.  So if we are looking at Q4 2014, under the cost control performance category, under -- and then for the measure, the efficiency assessment, and then for the target 1, is that -- am I correct -- is that that that you will be in the top efficiency category or the bottom efficiency category?

MR. GATIEN:  Alyson, can we get you to shrink that just so we can make sure we are look at the right headings?

And Mr. Rubenstein we are looking at the -- 2014 is the one you wanted to look at?

MR. RUBENSTEIN:  Yes.  I mean, it's the same for 2015, so...

MR. SINGH:  Mr. Rubenstein, what we are showing there are two targets.  The target is really the ultimate target.  It's the overall target where we are heading eventually.  It's a long-term target.  The three is where we are now.  The one is the highest ranking.

MR. RUBENSTEIN:  All right.  So when I am looking at the target category, I am not looking at what you are seeking to obtain in that year.  That's just a long-term target goal; is that fair?

MR. SINGH:  That is correct, Mr. Rubenstein.

MR. RUBENSTEIN:  All right.  So then when I look on the same page at controllable costs per customer and it says 1 percent for the target, and then for the budget, there is a number of 251.39, and then there is an actual amount that is about $248.  Can you explain to me, then, what the 1 percent target is?

MR. SINGH:  The 1 percent, again, refers to a target that the OEB is requiring utility to shave expenses by 1 percent per year.  That is the productivity factor.

MR. RUBENSTEIN:  Sorry, the productivity factor is 1 percent?

MR. SINGH:  Mr. Rubenstein, the 1 percent used to be the old productivity factor.  Now I understand it's the stretch factor now of 0.3 percent.

MR. RUBENSTEIN:  So if we go to 2015, this is in the attachment -- this is in the following attachment.  Under controllable costs, now there is no -- there is just a number under the target for controllable costs per customer, which is similar to your budgeted amount?

MR. SINGH:  Mr. Rubenstein, in 2015, we started comparing it only to our budget.

MR. RUBENSTEIN:  All right.  And how do you determine -- so it's just -- and so it's simply based on what your budgeted amount for that year?

MR. SINGH:  That's correct.  It is based on our budgeted amount as approved by our board.

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

I want to ask about 1-SEC-4, and it's Attachment 1.  I don't think you need to pull it up.  This is the MEARIE management salary survey, and I want to be careful asking this question.  I don't want to ask about specific salary, so maybe the best way is to do this by undertaking.  One of the things I want to understand is how you compare to that survey, but I don't want you to actually tell me any specific, or at least not on the record, specific salaries, for confidentiality reasons, of management employees.  So can you in a general sense tell me how you are comparing?  How are you using, then, that information?

MR. GATIEN:  We use that as one of our guides to try and make sure that we are also competitive but fair in salaries, and we aim at around the 50th percentile mark.

MR. RUBENSTEIN:  And where are you now?

MR. GATIEN:  That is roughly where we are.

MR. RUBENSTEIN:  So you are about the 50th percentile for the position?

MR. GATIEN:  Yes.  For the positions, we may be slightly above and slightly below, but overall, that is the area that we aim at.

MR. RUBENSTEIN:  You are at about 50 percent?

MR. GATIEN:  Yes.

MR. RUBENSTEIN:  Okay.  Thank you very much.

Now, there are a number of interrogatories where you are asked about -- I will just give you one for reference, 1 staff 11 -- where you were asked about, after the consultation process, what changes you made to the application, and my understanding from the evidence is that you didn't make any.  Am I correct?  After the Innovative research groups reports?  Am I correct?

MR. SINGH:  That is correct.

MR. RUBENSTEIN:  And on page -- and on 1-Staff-11, on the second page, page 32 of 520, you made a comment:
"It should be noted that this is the first time that Waterloo North Hydro has undertaken customer engagement on a specific cost of service application and that lessons are being learned for future years as well.

What lessons have you taken away from those studies for future years?

MR. GATIEN:  Mr. Rubenstein, most of our customer engagement is done face to face with our customers.  We see them in many different venues.  We have to find a way of getting some of the information and discussion that we do in face-to-face consultations more into the online results so that we make sure that we get a broader result.  An example would be, if customers are fairly satisfied, that's all we get.  We don't get the anecdotal evidence that goes with it, whereas in the face-to-face discussions that we have routinely, we get those kinds of things.  So that's one of the things that we have learned from it.  So we have to improve in the methods that we use for both the online and how we get some of the information across at the customer workshops.

MR. RUBENSTEIN:  Thank you very much.

Now, my next question is with respect to 1-Energy Probe-5.  This is -- and I am looking at part (b), the table on the second page of part (b).  I just want to ask you about the 17 Williams Street facility that is scheduled to be decommissioned in 2016.  What is the plan after the decommissioning?

MR. HALLER:  Mr. Rubenstein, the plan is that the site would undergo environmental remediation.

The site is also adjacent to a Region of Waterloo facility.  We have started initial discussions with them.  Overall the plan would be for Waterloo North Hydro to dispose of the majority of the property.  We have identified a small portion that we would require in the future for underground services, but the majority of it would be disposed of.

MR. RUBENSTEIN:  And what would be the timing of the disposition?

MR. HALLER:  That timing would certainly occur after 2016.  It would be impacted by the amount of environmental remediation and then also negotiations with the municipalities in terms of their interest and timing of that disposal.

MR. RUBENSTEIN:  And when you use the term "decommissioned" in the answer, does that include remediation, or is that decommissioning and then there is a separate thing?

MR. HALLER:  Decommissioning, within the context of our responses, has been that the station has been removed from service.  Its major electrical power equipment has been removed, but building structures and environmental remediation has not been done at that point.

MR. RUBENSTEIN:  And would it be, on your experience with these sorts of facilities, the remediation will take you into 2017 or would be completed by 2016?

MR. HALLER:  It's expected that the station will go out of service by the end of 2016, so the remediation would be into 2017.

MR. RUBENSTEIN:  All right.  Thank you very much.  Those are my questions on Exhibit 1.
Questions by Mr. Garner:


MR. GARNER:  Good morning.  My first question is in relationship to 1-VECC-4, and in this question, what we were asking or trying to ascertain was how the meeting of reliability targets impacts or has an impact on the running of the utility, and perhaps we weren't being clear enough in the part (b) of that question.  What I am trying to understand is whether there are reliability targets, and I think someplace else in your evidence in the response to interrogatories you do say there are reliability targets that are part of performance plans in the utilities management compensation plans, but what I was trying to figure out is exactly what those were and exactly who and how they impact compensation.

So I am wondering if you can help me with the issue of the SAIDI, SAIFI, any other reliability targets and how they feed into the management compensation or incentives of the utility.

MR. GATIEN:  Mr. Garner, I agree.  I think the first part of the question asked the consequences of not meeting these targets, and we answered in terms of our customers and the effect on them, because that is what we are looking at first. A more fulsome answer is what do we do with that information I think is likely what you are looking for.  Would that be correct?

MR. GARNER:  Actually, what I am trying to understand is what reliability figures and targets are used within the compensation package of the utility that incent the people in your utility to achieve outcomes, reliability outcomes, and what are they and how big are they and how do they impact people.

MR. GATIEN:  So I wouldn't put it as direct as that, that there is that direct correlation.  They make part of all the things that we do.  Anecdotally what I can talk about is the action that it takes, and that is probably what you are after.  The action has been different over the different years.  So we look at it and say, "What do we need to do at this point in time to improve our reliability?" because our board of directors is after us to maintain or improve reliability if we can.

In the early years, it meant working on infrastructure.  Certainly I think when some of us first got into the early 2000s, those were the things we were doing.  As we went over the years, then it was to add to things such as more aggressive on tree trimming and then later on better communications and moving to SCADA systems.

So doing those things and getting those improvements done were all part of what the board of directors would look at to ask us to do things in terms of the overall running of the utility.  So they didn't make one specific piece.  They were a larger part of the puzzle in incentive and compensation, if I can put it that way.

MR. GARNER:  Okay so if I can just follow up, and I will use yourself as an example just because it makes it easy.  There is no -- as I take it, there is no SAIFI or other reliability target that annually you are judged by to understand whether you have achieved a certain outcome, a reliability outcome, for the utility and then your compensation is adjusted for that outcome as a performance measurement?


MR. GATIEN:  That would be correct.  What we would do is use the results to say that we would like to improve on those.  What actions are we going to put into our capital budget to improve on those?  And then I would be judged on whether or not we had those actions executed appropriately.

MR. GARNER:  Okay.  Thank you.  My next question is actually to the next interrogatory, which is 1-VECC-5, and this interrogatory was really trying to understand this.  In the Innovative research report in your surveying of customers, your customers appeared to think that they had  -- 23 percent of your customers thought they had an outage, and that seemed to me a very high percentage of your customer base actually having an outage.


So what I was trying to understand, or we were trying to understand, was how correct are customers in their beliefs or how much are they really not correct.  So the first thing we asked you was:  Do you track that?  And I believe you said, no, we don't track by customer.  But then you went on to say in the response, though, that you believe that your customers' perceptions of the number of interruptions -- this is in part (d) -- are not reasonably reflective of actual outages.

So does that -- why would that be?  I mean, what's the reason that your customers are believing they are having a lot more outages than you actually have?  Do you have any sense of what that is and how you are addressing it?  Why that is, I mean.

MR. WILKINSON:  Mr. Garner, we believe that our customers are experiencing momentary outages and categorizing those the same way as sustained outages.  And at the present time, we track operations of feeder circuit breakers where we were unable, prior to April 20, to track outages at the individual customer level in order to cross-check the numbers given in the response in the survey.

MR. GARNER:  Okay.  Thank you.  Just following up on what you are tracking now, in the future will you be able to understand how many customers have outages and where they are?  Are you collecting that type of data?

MR. WILKINSON:  Yes.  And after April 20, we have outages at the customer level, so we will be able to the analyze those statistics to determine customers that have had up to four outages -- between four and eight -- or above any count that we choose to analyze, and we will be studying that once we have a full year's worth of data.

MR. GARNER:  Thank you.  What was the equipment that allowed you to do that?  What is the new technology that allows you to do that?

MR. WILKINSON:  So this functionality is included in the outage management system, which we are in the process of implementing.

MR. GARNER:  Thank you.  The next question is 1-VECC-6.  It is very simple.  In part (b) of the response to 1-VECC-6, you said:
"Immaterial changes in OM&A should not lead to degradation of service, but significant changes could affect it."

And, of course, as we go through this exercise we will have some discussions about what -- about capital and spending, and what I am trying to figure out in my head is that what -- how do you judge the difference between -- where does immaterial and material happen, in your mind, in your budget?  I guess this is a broader question, which is how are you -- what metrics are you using to measure the effectiveness of the implementation of your capital plan that allow you to understand whether investments go to affecting reliability or not?

MR. GATIEN:  Mr. Garner, I am not sure that we have metrics that say this is exactly how this investment reduced outages and that we can tie it right down to an exact measure that says this is correlating to this kind of a reduction.  When we take the overall statistics and look at the overall causes, we know some of the things that, from a system point of view, we need to address, and that's really more our measure.

My other means of demonstrating it would probably be the reverse side.  If we didn't do things, then we would start to see outages increasing.  My issue is both of those take some time to show up, and the latter one is one that our customers don't want.  So we are looking at ways that we believe address the overarching issues with outages, and we are trying to pace our investments in a term that will allow us to address those things at a reasonable rate.

And I probably bring you back to a question that I answered earlier.  For a number of years, our issue was renewal of infrastructure because, when storms went through, we would have poles that were broken; we would have wires that were broken.  We have been past that stage.  Now we are into the stage we where we had issues with trees.  We got more aggressive in tree trimming.  Now our issue is really identifying much more quickly the areas that are affected and what things we need to do to restore those customers that we can quickly before we fix the outage.  So I don't believe I can give you something that gives you a good measure of a project provides us this piece of reliability.

MR. GARNER:  Thank you.  I think this may come up when we move on to the next section, but just while we are talking about it, so when you said, for instance, you addressed outages due to tree contacts, the impetus for that program, was that because your outages caused by codes related to tree contacts was increasing or was a fairly high portion, or that is what you were monitoring and that is what you wanted to address?

MR. WILKINSON:  We began tracking the geographic location of specific outages in late 2009/early 2010, so it's only since that time that we have been able to look for clusters of events and target some remedial tree trimming.  I believe what Mr. Gatien was referring to is, in the early 2000s, on a typical storm, we would have much more widespread damage, and it was really indicative that the overall age of the plant had gotten to the point that there wasn't the material strength left in the poles in that area to sustain a severe wind.

MR. GARNER:  Thank you.  I am not at all being critical.  I am just trying to understand how you are developing your capital plan.  Are you, though, using the outage codes -- for instance, tree contacts -- to understand the level of investments you are making in, let's say, vegetation management?  Is that something you are tracking as an engineer in the utility?

MR. WILKINSON:  Yes.  We are using the information we get from reviewing the outage code locations with some of the remedial trimming between the planned cycles.  We have five cycles in the urban area that are one cycle per year over a five-year period, so if we have issues in a cycle that is still three years away from planned trimming, we will intervene based on that information.

MR. GARNER:  But do you set a target for yourself on that and say, "I want tree trimming to be X percentage of my SAIDI or the proportion I want to aim for a target, and then I am going to look for a budget to try and get to that target"?  Is that the thinking?

MR. WILKINSON:  To this point in time, we have not targeted specific outage codes to address that.  We have been focused on individual circuit performance in terms of trying to minimize total customer outage minutes and total number of momentary outages affecting those customers.

MR. GARNER:  Okay.  Thank you.  Those are my questions on section 1.  Thank you.

MS. SCOTT:  Mr. Walker, do you have any questions on Exhibit 1?

MR. WALKER:  We are actually comfortable with the answers provided.
Questions by Ms. Scott:


MS. SCOTT:  Okay.  I have a few.  Just to follow up on Mr. Garner's reliability questions, certainly in Exhibit 1, there were a number of questions, but let's start with 1-Staff-3 where you revised your reliability targets just based on the three-year average.  And it sort of relates to what Mr. Garner was asking.  And then you talked about the fact that the duration and frequency of outages have been increasing in part due to weather and defective equipment and then listed some projects that you were going to assist with the reliability.  And I think by my count it's about 2.9 million.

I guess the question is:  How do you know that these projects will -- if you are not setting targets, if you are not looking at what impact does a project have on reliability, how do you know that you are going -- you are doing the right thing or that you could have been doing something else?

MR. WILKINSON:  So in terms of specific pieces of equipment that we have had difficulty with, we have prioritized replacing those because we know the impact that one of those piece's failure events has had.  I think our bigger strategy has been trying to -- we have a very large service territory, 672 square kilometres.  It's about an hour drive time from one end to the other.  So our focus has been on trying to look for ways to get more accurate information about the location of the outage and to install technology that allows us to control the size of the outage more quickly so that fewer customers are exposed to the full duration of the outage for the repair.

In terms of setting specific targets, that's not something that we have done as of yet other than working to minimize total customer outage minutes and total number of momentary interruptions on each of the feeder circuits.

MS. SCOTT:  So that -- when I look at the KPIs that were attached to -- I think it's 1-SEC-2, and there is a target there for reliability, average number of times that power to a customer is interrupted and customer minutes of interruption.  Does that -- I have a couple of questions on that.  One is that that's just a general customer, because you can't -- you don't look at each customer because you don't have that information yet.

MR. WILKINSON:  That is correct.  And I believe that the target that's on the scorecard is the average number of minutes of outage, sustained outage, that our average customer experiences in the last 12 rolling months.

MS. SCOTT:  And so that does relate to your SAIDI and SAIFI targets, does it?


MR. WILKINSON:  It's a measure of whether it's trending up or down, but because it's calculated on a rolling 12 months, and then the actual SAIDI and SAIFI is calculated on a calendar-year basis.

MS. SCOTT:  Sorry, so can you translate that less than two times into a SAIDI number?

MR. WILKINSON:  I believe it would affect the SAIFI number.  The SAIDI number is the average duration.

MS. SCOTT:  Yes.  So the less than two would be in the SAIFI, and the other would be in the SAIDI.  Yes.

MR. WILKINSON:  That is correct.  So could we correlate it?  Yes.  Has it been our practice?  No.

MS. SCOTT:  I guess, how, then -- if you don't have a target, if you don't correlate the investment to the reliability target directly, how, then, do you know if you are successful?

MR. WILKINSON:  If we are able to look at the -- so if the project affects a specific feeder where we have had a high level of customer outage minutes over the prior three-year trend, we are able to compare the performance after the project is -- we need a full year of data following completion of the project because we will actually make things worse for that feeder while the project is being built because there will be a lot of planned interruptions in order to deal with transfer of customers and sequencing the reconstruction of the segments on that feeder.  But once we have a full calendar year of data following the completion of the work, we will be able to determine whether that contributed to reducing the number of customer outage minutes on that circuit.

MS. SCOTT:  And related to that, in the customer engagement, I think you asked a question about do you agree with Mr. Smith or Mr. Jones, and I think Mr. Smith said you should be investing in aging plant to maintain reliability, and Mr. Jones said not to, and the majority agreed with Mr. Smith saying they thought you should be investing.

Were they asked if they were willing to pay for increased reliability?  My understanding was the question was:  Should we do this investment for maintaining?  And I wondered if they were asked:  Would you be willing to pay for increased reliability?

MR. WILKINSON:  We did not ask that question in the survey.

MS. SCOTT:  Okay.  Thank you.  I am moving now to 1-Staff-17, which was I had asked you to do the efficiency assessment related to the PEG benchmarking, and this sort of ties into Mr. Rubenstein's earlier question about your target is to be in group 1; yet the results from that efficiency assessment were that you were still in group 3 going forward.  Did you do any sensitivity analysis to see what would it take to get you into group 1?

MR. SINGH:  Ms. Scott, no, we have not.

MS. SCOTT:  Okay.  And in doing that analysis, you made the assumption that, I think, customer numbers and delivery growth were going to be at 1 percent, and I was just curious why you didn't use what you were forecasting in your load forecast for that.

MS. AMOS:  At this point, when we were using the model, we just left the default that was in there.

MS. SCOTT:  And on your response to 1-SEC-1, which showed the approval of the budgets by the board of directors, it then states that subsequent adjustments were required.  If you could just expand on what adjustments were made and why after the board of directors had approved the budgets?

MR. GATIEN:  Ms. Scott, we did report back to the board in subsequent board meetings.  When we approved the budget, we were still in the early stages of preparing or application.  As the application developed, the rate impacts were less than we originally brought to the board in November of last year, so we reported on what the new rate impacts were.  The adjustments were made for some of the development and projects as we went and as we further refined our capital plans as part of the application process.

MS. SCOTT:  So if the rate impacts were less, you were able to -- you felt you could increase your capital spending, or your spending, then?  There was more room to add projects.  Is that...

MR. GATIEN:  No.  As we further refined our projects, we actually had a lower rate impact, and so we reported back to the board.  We didn't add more projects in.  We were just letting the board know that, as we further refined the application, the impacts actually were less than we originally reported to them.

MS. SCOTT:  Okay.  Thank you.  Those are my questions on Exhibit 1.

MR. LANNI:  There are two takeaways from Exhibit 1 which the applicant needs to respond to Mr. Aiken, so I will kindly ask you, Mr. Vellone, would you wish to take a break now and get a response and wrap up Exhibit 1 or push through with Exhibit 2?

MR. VELLONE:  It's 10:15 now.  Why don't we take our morning break?  Folks can grab their coffee.  We will work on that and get back to you.

MR. LANNI:  Okay.  So is 10:30 good?

MR. VELLONE:  Yes.

MR. LANNI:  Great.
--- Recess taken at 10:13 a.m.
--- On resuming at 10:29 a.m.
Preliminary Matters:


MR. VELLONE:  Just before we get started, we do have a couple of preliminary matters to address.  The first was an open question as it related to 1-Energy Probe-4, and I think the question was:  Please clarify what security concerns are referenced in that response.  I think we have an answer.

MR. GATIEN:  Yes.  I knew the first part, being that regular e-mail is not secured, so our security concerns relate to the potential for unauthorized access to bill content during the process of the electronic delivery of the bill to the recipient.  So they may go through intermediate servers, so you can't guarantee that the regular e-mail is going to get securely to the intended person.


What we have done, which is the second part I wasn't sure about and had to ask about, we followed a fairly common practice that is starting to develop, which is an e-mail notification that your bill is ready, and since we have started doing that, we found that we resulted in an uptake for folks going online to go and get their bills and for customers applying to use that service.  I don't have a number, but I know that there is an increase in that uptake.

MR. RUBENSTEIN:  Can I just ask a follow-up?  I remember seeing somewhere in the evidence when you were asked about what promotion you have done about e-billing.  You said you have done something through Canada Post.  Am I to understand are you using Canada Post as the vendor for the system to essentially manage the -- I know they have a system where you can use them as the one who essentially manages the -- your e-payment or e-billing process.

MR. GATIEN:  Canada Post's E-Post service is one of the services that we are using.

MR. RUBENSTEIN:  All right.

MR. VELLONE:  Great.  Assuming there are no further follow-ups, there is a second preliminary item.

MR. AIKEN:  Sorry, I do have a follow-up.  Have you talked to anybody at Union Gas about how they deal with the security issue?  Because they do e-mail PDF versions of invoices to people who sign up.

MR. GATIEN:  We have not talked to Union Gas about that.

MR. AIKEN:  Okay.

MR. VELLONE:  The second preliminary item related to a follow-up question in respect of 1-Energy Probe-5, and I believe the question was when exactly was MS No. 3 decommissioned, and I will just turn it over to Herb to respond.

MR. HALLER:  MS 3 was decommissioned November 30, 2006.

MR. AIKEN:  Thank you.

MR. VELLONE:  Those are all the preliminary items.

MR. LANNI:  And I presume we will go and use the same order for the intervenors on the second exhibit.
EXHIBIT 2

Questions by Mr. Aiken:


MR. AIKEN:  I hopefully will be as short on Exhibit 2 as I was on Exhibit 1.  I just have a couple of questions.  The first one is on 2-Staff-30, and it's the response, the table 2-38 on the second page.  Actually, I can go back to the first part of the table.  Yes.

So I just want to make sure I understand what's being reflected in this table.  And am I correct that you haven't changed the projects or the dollars from what was originally filed, but you have added the projected in-service date columns for both 2015 and 2016?  And then, as part of this update, you changed some of the additions that were forecast to be in rate base in 2015 and 2016.  For example, if you look at the LRT Williams Street, King Street to Caroline Street, 471290 in the 2015 column, that was originally forecast to be in service in 2015, and now it's been delayed to being in service in 2016; is that correct?

MR. HALLER:  Sorry, could you repeat that last part of your question?

MR. AIKEN:  Yes.  The project that is shown there at $471,290 in the 2015 column, was that originally forecast to be in service in 2015, whereas now it's been delayed to 2016?

MR. HALLER:  That is correct.

MR. AIKEN:  Okay.  Then down under the municipal relocations-22, the first project, Weber, Forwell to Blythewood, that one is now out of rate base in the test year?

MR. HALLER:  That is also correct.

MR. AIKEN:  Okay.  Then my question is:  On the 2016, the last two columns there, part of the Ion Project, Northfield Drive, Conestoga Road, there are three projects there is that you have capital expenditures listed for 2016, but they are being shown in service in 2015.  Does that mean that that part of the Ion project has been advanced, and other parts have been delayed?

MR. HALLER:  That is correct.  Those expenditures were originally forecast in the 2016 year, and because of the project changes, they are now going to be completed in 2015.

MR. AIKEN:  Okay.  And all of these changes have been reflected in the rate base calculation and the revenue requirement work form that was filed as part of the IR response; is that correct?

MR. HALLER:  That is correct.

MR. AIKEN:  Okay.  Then my second question is partially on 2-Staff-23, and maybe I will just start there.  It talks about there is a $754,000 reduction into OM&A for allocated depreciation for working capital calculation purposes.  But then when I look at the response to 2-Energy Probe-12, that $754,000 seems to imply that -- or that the table there seems to imply that only $173,000 of that is actually OM&A.  So my question is:  Which number did you back out of the OM&A for working capital purposes, and what should it be if they are different?

MS. AMOS:  The number that we deducted was the $754,000.  The number that should have been deducted was only the OM&A portion.

MR. AIKEN:  Okay.  And has that change been reflected in the --


MS. AMOS:  No, it's not.

MR. AIKEN:  Okay.  Thank you.  Those are my questions.
Questions by Mr. Rubenstein:


MR. RUBENSTEIN:  Thank you.  I just want to follow up on one question that was asked with respect to the clarification questions.  This was with respect to when MS 3 was decommissioned.  It's my understanding from the response, the original response that we were talking about, Energy Probe 5, that site remediation work is underway on that property.  This is the 266 King Street North property.

MR. HALLER:  That is correct.

MR. RUBENSTEIN:  And when will that remediation be complete?

MR. HALLER:  It will be completed in the August/September 2015 time frame.

MR. RUBENSTEIN:  And then what is the plan with the property after that?

MR. HALLER:  The property -- right now we have engaged real estate people, and the property will be disposed of in 2015.

MR. RUBENSTEIN:  And has that been reflected in the application?

MR. HALLER:  No, it hasn't.  At this point in time, we could only speculate in terms of what the sale price of the property would be, and I don't believe we have reflected that.

MR. RUBENSTEIN:  Well, can you please provide -- and you may want to do this by confidential undertaking, what your expectations of what the property would be?

MR. VELLONE:  So provided the undertaking response is given in confidence, I think there is a willingness to do so.  But if it's going to be on the public record, there is going to be issues.  So you are asking for -- you are okay with a confidential filing?

MR. RUBENSTEIN:  I said it, so, yes, I think I forced myself into that.

MR. VELLONE:  We will take an undertaking.

MR. RUBENSTEIN:  And just to be clear about the expectation, I would expect more than just a number.  What is the basis of that?  So if there are any documents you have or any appraisals that you have done on the property.

MR. LANNI:  If we can file that as Confidential Undertaking JTC1.1.

MR. VELLONE:  Sure.

MR. RUBENSTEIN:  We have a JTC1.1.  It would be a normal undertaking, and you would just file it confidentially.

MR. LANNI:  Confidential Undertaking JTC1.2.  Thank you, Mark.
UNDERTAKING NO. JTC1.2 (confidential):  To provide what the expectations of the property would be

MR. RUBENSTEIN:  Thank you very much.  My next question is with respect to KTC1.2 that you provided today.  This was the updated 2-SEC-25 spreadsheet.  So my first question is if you can provide this spreadsheet in an Excel format if you would file that.

MR. HALLER:  Yes, we can provide that in Excel format.

MR. VELLONE:  So that will be Undertaking JTC 1.3, I think.
UNDERTAKING NO. JTC1.3:  To provide the updated 2-SEC-25 spreadsheet in an Excel format

MR. LANNI:  Thank you very much.

MR. RUBENSTEIN:  I just want to understand what your interpretation -- I mean, this was our table, but I want to understand your interpretation of it, and that is with respect to number of units planned for replacement.  Is that all units that will be replaced across all four investment categories or just units that would be replaced in the system renewal investment category?  So if you are doing a relocation, you may replace an asset while doing that.  Would that be in this table, or are we just talking about system renewal projects?

MR. HALLER:  So our understanding of the table is that these are assets to be replaced, not additional assets that are being added to the system through expansion in that.  Yes, our understanding is that these would be the total assets being replaced that would fall under -- substantially fall under system renewal projects.

MR. RUBENSTEIN:  But it may include other investment categories where, in the midst of doing some other project, there is replacement of an asset?

MR. HALLER:  It could, but by far and large, they would fall under system renewal.

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

Can I ask you to turn to 2-Staff-26(b)?  I am looking at part (b) of the response here.  This is a form of -- and this was a reproduction of one of the Board appendices.  Under the planned category for all of them, you say this is Waterloo North Hydro's first distribution system plan, and such planned expenditures are not provided.  Do you have internally budgeted amounts that we could compare against?  Maybe not at the system -- at the investment category level, but at the total level?  Would you be able to do that?

MS. AMOS:  I don't have the exact IR, but one of the IRs actually compares Waterloo's capital budget to the actual spending.

MR. RUBENSTEIN:  In each of those years, or are we talking about in 2011?  Because in 2011, you will have an actual -- you know, what was settled upon to compare, but for 2012 through 2015 -- 2-Energy Probe-17, I am told.

MS. AMOS:  Thank you.

MR. RUBENSTEIN:  Thank you very much.  Randy has answered the question for me.  Can I ask you to turn to 2-Staff-29?  I want to follow up on your response to this, and you were asked essentially why, if you take a look at your Board-approved capital plan and the material capital projects and we compare against the actuals, you have very few where we actually have actuals for Board-approved capital projects, and you talk about, or at least how I read it, primarily in the response about issues with respect to system access, and you actually -- you say you have done the work, but it's very hard the compare, and it's mainly just a mapping issue.  Can you help me understand that in a little greater detail, especially when it comes to system renewal projects, why you would have mapping issues?

MR. HALLER:  I think the challenge that we had was that, for that year, as in other years, there were -- from the time that we had filed to the time we had actually done the work, there were projects that moved.  And it was the way that I think we recorded.  For example, if a project was originally forecast for that year and it was moved to another year, then it was removed.  It wasn't completed.  It appears we didn't complete it, but it was actually moved into another year.

Then we had projects in a future year that we brought forward, similar to what we saw in 2015 and 2016, and the way we recorded those and along with the mapping, it was -- it just proved a challenge to us to try to map that.


I think we go by -- we did the best that we could, and when we looked at the 2011 actuals, we stated that they did come within 2.4 percent.  So we did the work.  I think it was just the fact that the change in scope in some of the work that changed because of third-party requirements.

And then we had not -- at that time, within our infrastructure, obviously we didn't have the OEB investment category.  So I am not sure that I can add much more to that other than saying that that is the difficulty we encountered.

MR. RUBENSTEIN:  So I understand the 2 percent between your actuals and your forecasts.  To me that says at least I can deduct -- deduce from that that you spent close to what you said you were going to spend.  But I am trying to understand, then, how we can look back and say you did what you said you were going to be doing, because this shows to me in your responses either we can't map it or projects changed time, either they were deferred or new projects came in.  But I am trying to get -- how are we going to have confidence that the 2016 -- what you say you are going to do in 2016, you are going to do?

MR. HALLER:  I think to answer your question about the confidence in our 2016 program, I think that we have done a better job in illustrating in some of the tables that we have provided the projects that have moved back and forth mostly due to system access and mostly due to third party.  We believe that what we have demonstrated in those tables is a more concise record of how we expect the construction to -- the expenditures to occur.  It's something that we learned through this process and maybe something that wasn't in place in 2011 at the time of that filing.  I am not sure what more I can add.

MR. RUBENSTEIN:  Can I ask you to turn to 2-Staff-33?
Follow-Up Question by Mr. Garner:


MR. GARNER:  Excuse me, Mr. Rubenstein.  While we are on that question, do you mind if I just ask a question because it will be in the same place then?  What I'm -- I tried to understand the same thing with the response to that question, and what I am trying to understand is how Waterloo is, on an annual basis, checking its budget to its performance.  Does the company sit down, so to speak, at certain times of the year and look at their capital plan and then make an assessment as to we are on track; we are not on track; these projects are moved over, et cetera?  Is that part of the budgeting process and implementation process at the utility?

MR. HALLER:  Our process throughout the year is we have a -- we -- through project management tools, we monitor the progress of all the projects, those that are within the budget and those ones that change for one reason or another.  And they are reviewed on a regular basis, and then the entire budget is reviewed several times a year, the actuals in terms of budget.  So we do track that, and we do monitor our progress to meeting the forecast expenditures.

MR. GARNER:  Do you create a report or reports during the year on a sort of mark to mark point of your budget where you are and that, and then does that go to the executive or the management of the utility to review?

MR. SINGH:  Mr. Garner, each month we do financial statements, and in those statements, we do show the capital expenditures.  We also, on a quarterly basis, report to our board on how we are doing against our capital budget.

MR. GARNER:  So I am clear, there are quarterly reports that are done that do an actual to budget that are inside the utility?

MR. SINGH:  Actually, they are done monthly by the finance department but reported quarterly to the board but reported monthly to senior management.

MR. GARNER:  And those quarterly reports, do they get down to the level of specific material projects and where they are, whether they are on track, that sort of thing?

MR. SINGH:  No, they do not go down to the specific project.

MR. GARNER:  They are just financial numbers, so to speak?

MR. SINGH:  That is correct.

MR. GARNER:  All right.  Okay.  Thank you.
Continued Questions by Mr. Rubenstein:


MR. RUBENSTEIN:  Thank you.  If I can ask you to turn to 2-Staff-33?  And you were asked in part (c) by Staff about the capitalized cost per asset component, and your response was that you don't track the detailed unit asset components and costs are not available and that many of the investments are based on historical activities.


I was wondering if you could answer more fully how you use that information to forecast from the test year end onwards the budgets for the programs.

MR. HALLER:  So to give an example, when it comes to expansions such as subdivisions, what we have found is that there is a high degree of variability when we go out into the marketplace and consult with the developers on which projects they tend to move forward with or not.  What we have found, though, is that, although there is variability in specific projects, we have some relatively good ideas in terms of how many overall lots will be serviced.  So going forward, when we have forecasted that component of system access, we have forecasted the number of lots, and some of that is derived from historical; some of it is from the consultations that we do with the developers on a regular basis.


Services is another one where there are -- it's difficult to have unit costs for specific types of services.  They vary quite a bit.  We look at overall development activity.  That's in discussion, in consultation with municipalities.  And then we forecast also based on historic activities.  So those are ones where we don't have specific unit costs, but we use historical values to project forward.


I think in one of the responses we talked about there are three levels of projects that we forecast depending on the amount of information that we have, and for some if we have enough detailed information where we can do estimates and have costs, we will do that.  They tend to be more larger and unique, but when it comes to services where there are many and quite variable, we tend to forecast more on the overall historical activity.

MR. RUBENSTEIN:  What about renewal projects, system renewal category investments?

MR. HALLER:  With system renewal, the challenges that we have there is that the system renewal projects tend to be fairly variable also.  They vary.  There are differences, significant cost differences, between rural and urban, and we have a large rural area.  There are significant cost differences between single phase, three phase, and also the number of circuits.  There are significant differences in costs, whether those projects are done in a major -- on a major urban thoroughfare versus on a side street.  So we have not developed unit costs that accurately reflect all of those variances.

What we do is we look at forecasted projects, and we will look for historical projects of similar type in terms of location, urban versus rural, difficulty, the number of circuits, and we do -- we will estimate those on a per pole or a per kilometre basis.

MR. RUBENSTEIN:  And do you build in an inflation amount?  So say you -- a similar project was done in 2012, and that's the number -- that is what you are using to derive what the cost in 2016 would be.  Are you building in an inflation amount?

MR. HALLER:  Yes.  We would provide -- we would -- depending on, obviously, the age of the comparator, we would refresh those costs to reflect current or future costs.

MR. RUBENSTEIN:  And do you build in some sort of amount that would show that you are becoming more productive in doing the work?

MR. HALLER:  We have not developed or assigned a productivity factor to those forecasted project costs.

MR. RUBENSTEIN:  Thank you.  If I can ask you to turn to 2-Staff-42?  And Staff asked you to provide a list and description of what Waterloo North meant by using its own analytics.  And your response says that you relied on the expertise and judgment of your engineering and operations staff to determine the useful life of the assets.  So just to be clear, though, then you are not actually using your own analytics, but you are using your expertise and judgment?  Analytics to me conjures the use of some form of data and statistics that you are able to derive.

MR. HALLER:  I believe your statement was that we use our own judgment and expertise -- the judgment and expertise of our staff in making those determinations, and that is correct.

MR. RUBENSTEIN:  All right.  So it's more of a qualitative assessment.

MR. HALLER:  That is correct.

MR. RUBENSTEIN:  Okay.  Thank you very much.

And when you made your changes outside of the Kinectrics range, did you consult with Kinectrics?

MR. HALLER:  No, we did not.  There is only, I believe, two that we -- two that are outside the Kinectrics range.  The one we consulted with our vendor which had to do with the towers, and the other one -- I'm sorry.  I forget what the second one is.  I believe it's in the response.  But the answer is, no, we did not consult with Kinectrics.

MR. RUBENSTEIN:  All right.  Thank you very much.  Sorry, just one second here.  If we can turn to 2-Staff-66?  So my first question is with respect to part (b) of the question.  And your statement is there are 1,257 poles represented in the current numbers in the very poor, poor, and fair condition.  Do you know how many, or do we have that on the record somewhere showing how much of those are in the fair condition?

MR. HALLER:  I believe it is in the DSP.  I can find that reference for you.  I can provide that at the next break.

MR. RUBENSTEIN:  And later on in that response, you say:
"There will be approximately 1,100 poles added to this group over the forecast period."

What is the basis of that?  How did you come to that number?

MR. HALLER:  The statement is that the 1,100 poles will be added to the annual test, and that is based on the number of poles that will exceed the age of 45 in that time period.

MR. RUBENSTEIN:  So it's purely based on the age analysis?

MR. HALLER:  That's correct.

MR. RUBENSTEIN:  All right.  Thank you very much.  Can I ask you to turn to 2-Staff-92?  And in response to part (b), you provided, based on your current work program, when you are going to replace certain assets that are in certain conditions.  Do you see that?  Very poor within 12 months, poor in one or two years, fair in three to five.  Do you see that?

MR. HALLER:  Yes.

MR. RUBENSTEIN:  And can I ask:  What is the basis of that being the appropriate time frame to do it?

MR. HALLER:  The time frame -- the time frames that we have are, in part, discussions that we have had with our pole testing company in terms of the fibre strength of the poles and the rate of deterioration.  They have provided us recommendations on, based on the degradation rate, some approximate times by which the pole needs to be replaced. Some of it has to do with the pacing of our work, especially in the shorter time.  If poles are in very poor condition and need to be replaced right away, we do that.  If we believe we have the time based on the -- and the analysis is normally based on the fibre strength and the inspection, then we try to either complete the work within the current year or include it in the budget year, and that is why the one- to two-time year frame.  It basically comes down to what we believe, based on the remaining fibre strength and the inspection, how much time we have to replace the pole.

MR. RUBENSTEIN:  So when you said you had -- this is discussion with your pole testing company, was that a -- is that sort of an informal discussion you have of when their expectation of when you should replace it, or are they deriving this from some quantitative analysis that they have done, or is it just their observations and their expertise?

MR. HALLER:  Yes, it is based on informal discussions we have had with them and their observations and expertise.

MR. RUBENSTEIN:  And do you know what -- you have shown for very poor, poor, fair, do you know what it would be for good and very good?  Do you have a time frame for that?

MR. HALLER:  No, we don't.  We are still -- and this is one of the things that we are working with Kinectrics.  We are still trying to improve our analytics and our correlations between fibre strength in poles and remaining life.  We have found it at times difficult to provide that correlation, and that's because there are other factors involved with the physical locations of the poles that can accelerate degradation.  So we have not yet been able to develop anything in that area.

MR. RUBENSTEIN:  Thank you.  If I can ask you to turn to 2-SEC-18?  And this question bridges both OM&A and capital, but I will ask it all now.  What activities do you contract out?  Let's start with capital.  Just at a high level tell me what type of activities you are contracting out.

MR. HALLER:  For capital, we contract out a portion of our overhead line construction; we contract out civil work that's involved in subdivision or underground line work; we contract out, in our cable replacement, activities such as, again, the civil, the directional boring.  So in some cases, it's activities where we need additional resources, and in some cases it's activities where we do not have the equipment or the expertise to perform the work.

MR. RUBENSTEIN:  And of the three categories you just provided to me, overhead lines, civil work -- civil underground work and some cable replacement, civil and -- which of those categories do you also do in-house?

MR. HALLER:  We do overhead line construction.  In the subdivision areas, we will do the terminations and the energization.  We do not perform any of the civil work in any of the areas.

MR. RUBENSTEIN:  And for work that you do both in-house and you contract out, how do you determine when you are going to do it in-house and when you going to contract it out?

MR. HALLER:  On an annual basis, when we review the forecasted work, as part of our budgeting process, we review the available resources and the -- in general, internal resources are used for regular programs, maintenance, inspections.  Then we look at the amount of resources we have available for capital construction.  When the capital construction requirements of the year exceed our resources, then we will contract that work out.

MR. RUBENSTEIN:  But in work where you are going to have some people doing some of it -- sorry, some of your own in-house staff doing some subset of work and that you are having an external contractor doing the same type of work but obviously different projects, how do you determine who does what, which project you sending an internal person to do and which you are sending a contractor to do?

MR. HALLER:  There are a few different factors.  There are some -- there may be some lines where the contractor has equipment that is better suited to do the work than we have.  There is work that, as an example, requires a lot of customer contact, both in terms of outage coordination and disruptions.  That type of work tends to be done more with our internal forces that understand the outage and customer consultation process better.  We generally look to the best fit of skills between our people and the contract people.

MR. RUBENSTEIN:  And for similar types of work, have you done a cost comparison between what the full cost of your staff doing it versus the full cost of having, for a like project, having a contractor do it?

MR. HALLER:  We have done that with -- when we have gone out to contract, we have done some comparisons on particular projects, yes.

MR. RUBENSTEIN:  And what are the results of those?

MR. HALLER:  The results are provided in one of the IRs.  If you could just bear with me, we can locate that.

If you could look at 2-Staff-54, I believe we have provided two example comparisons, one from 2012 tender submission and, I believe, if you scroll down, one from 2014 tender submission.

MR. RUBENSTEIN:  So I read this, and based on those two projects, it's about 9 percent cheaper?

MR. HALLER:  That's correct.

MR. RUBENSTEIN:  Okay.  Thanks.

MR. HALLER:  Sorry, for one of the contractors.  The other -- the other -- the percentages for A, B, C, and D represent different contractors and their relative costs compared to Waterloo North Hydro.

MR. RUBENSTEIN:  But ultimately you are selecting the lowest one in either of the cases?

MR. HALLER:  That's correct.

MR. RUBENSTEIN:  All right.  Okay.  And just while we are on that, can you help me understand what is the structure of your contracts, how your contracting out process works?  Is it, based on this, you regularly seek tenders sort of on a generic nature for the cost of doing work, or is it on project -- each specific project that you would seek them to do?  How are they structured, the contracts?

MR. HALLER:  In general, the contracts are -- we tender on the basis of an annual contract.  We provide them with a forecasted scope of activity, of work, and then they provide us with the pricing, and we will use a typical project that they can price on.  What we do is we include in the requirements that the contract can be extended for an additional year if the prices are held to the original contracted prices.  And then depending on the activity, we go back out to the marketplace every two to three years with fresh pricing.

MR. RUBENSTEIN:  Thanks.  If we can just go back to 2-SEC-18, I wanted to ask you briefly about the OM&A.

If I look at the chart there, it seems to me that you are using, in 2015 and in 2016, on average, a smaller percentage of your OM&A costs are contracted, are being done by contractors or contracted out.  Can you just briefly explain what's driving that?  This is for OM&A.

MS. AMOS:  Just to clarify, the question had asked for O&M, and the response for the actual table says O&M.  The verbiage above it says OM&A.  That's incorrect.  It's strictly O&M.

MR. RUBENSTEIN:  Then, for O&M, what is driving that?

MR. VELLONE:  I think we will take an undertaking.

MR. RUBENSTEIN:  Thank you.

MR. LANNI:  That will be undertaking JTC1.4.

UNDERTAKING NO. JTC1.4:  TO ADVISE WHAT IS DRIVING THE FACT THAT A SMALLER percentAGE OF O&M COSTS ARE BEING CONTRACTED OUT

MR. GATIEN:  Mr. Rubenstein, just to help us, can you give us your understanding of what you are looking for in that question so I make sure we are looking for the right thing?


MR. RUBENSTEIN:  Yes.  Just a simple looking at that chart, it is showing that a smaller percentage of your O&M costs in 2015 and 2016 compared to past years are being done by contracted services or contracted out.  I just want to understand what's driving that.


MR. GATIEN:  Thank you.


MR. RUBENSTEIN:  If I can ask you to turn to 2-SEC-19?  And what I want to understand is, in the past, you had retained Kinectrics to do a complete asset condition assessment.  You haven't done that now.  And I want to understand more fully, if you can explain it to me, how you are determining asset condition assessment for all your assets.


MR. HALLER:  Up until just recently, our asset conditions have been assessed by internal staff, and we have used our judgment based on inspections, test results that we have received, the age of the equipment to provide a condition, and that's provided in the DSP.


What we have done just recently, as described in the DSP, is engaged Kinectrics to do an asset condition assessment, and we have started off with wood poles.  The reason we have done that is because we want to get a better understanding of their methodology versus our methodology and what the anticipated differences are going to be.


MR. RUBENSTEIN:  But for all your other assets, putting aside wood poles, since you have had Kinectrics do this previously, are you utilizing the same methodology as best as you can with your abilities now?


MR. HALLER:  I'm sorry.  I believe I need clarification when you speak of the previous condition assessment that Kinectrics did.


MR. RUBENSTEIN:  Let's just ignore that I asked that question.  I apologize.  I misread the response there, which would explain your confusion.


If I could ask you to turn to 2-SEC-28?  Can I ask you how your forecast -- what the methodology you are using to forecast reactive maintenance is for 2015 to 2020?


MR. WILKINSON:  That forecast was developed by analyzing the trend in each of the individual segments, and most of them are fairly constant with the exception of stations, and that's because we have some of the small stations coming out of service in that time period.


MR. RUBENSTEIN:  Thank you very much.  I ask you to turn to 2-SEC-31.  You can go to the revised table.  Now, for the outcomes, you are utilizing the board outcomes -- am I correct -- the four RFE board outcomes?  That is what you are talking about?


MR. HALLER:  That is correct.


MR. RUBENSTEIN:  Can I ask what you mean by "operational effectiveness"?


MR. HALLER:  It will depend on the specific project.  So, for example, in the first one, the re-closure program, we talk about operational effectiveness.  What the re-closures will allow us to do is to segment feeders and provide more timely switching in order to restore customers in a more timely manner.  From our point of view, the effectiveness is that we can respond to a reconfiguration of the system from the control room in a much shorter time than the current methodology, which is to call in people and send them out into the field to perform that operation.


MR. RUBENSTEIN:  I just have to stop you.  I don't want you to go into each one.  I was just understanding, in a general sense, what does Waterloo North Hydro consider operational effectiveness.


MR. HALLER:  In general, what it does is it allows us to perform our functions either in a more timely manner, in a more cost-effective manner, in a manner that helps the customers either in a -- either from a power restoration point of view or a customer information point of view.


MR. RUBENSTEIN:  Thank you.  If I can ask you to turn to 2-SEC-33?  I think this follows up on what we were talking about before about the 2011 material capital projects and the actuals.  And let me ask -- this question asks you how you build a cost estimate for a capital project.  Are you, at the end of the day -- and I think Mr. Garner asked you about this in a general sense.  Are you, at the end of the day, then looking back, "Okay.  Well, how did we actually perform compared to the budgeted amounts?" for each of the individual projects?


MR. HALLER:  We will -- on completion of the project, what we do is we look at what the final cost of the project is compared to the estimate.  We look at it more at a higher level.  If the project is within 5 percent, then we don't do any further analysis.  If the cost difference is significant, then we will go back and take a look and see if there are reasons for that.  It could be that the scope of work changed.  It could be that there were factors that were unforeseen until the work was in progress.  But we do -- we will take a look at those projects.


MR. RUBENSTEIN:  So if we go back to the 2011 projects that were discussed before where you didn't have actuals for, putting aside when those projects were completed -- so they may not have been completed in 2011; they may have been completed in 2012, 2013 -- do you have actuals for each of those projects?


MR. HALLER:  Yes, we believe we can get the actuals from 2011.


MR. RUBENSTEIN:  All right.  Can you provide those?


MR. HALLER:  We would need an undertaking to provide those.


MR. LANNI:  And that would be undertaking JTC1.5.


UNDERTAKING NO. JTC1.5:  with reference to 2-SEC-33 and 2-Staff-29, TO PROVIDE WHAT THE ACTUALS WERE FOR EACH OF THE PROJECTS


MR. RUBENSTEIN:  And just for clarity and probably ease, it would probably be best if there was a table that showed what the budgeted amount was versus the actual amount.


MR. VELLONE:  This is for the capital projects in 2011 alone?

MR. RUBENSTEIN:  Yes.  I am looking at 2-Staff-29.  And this builds on what was sort of asked in this question.  So here there were a number of projects in the 2011 capital plan, and I am looking at the system access, system renewal, system service of 15, 8, and 2.

MR. VELLONE:  So do you need them to be categorized, because I think we run into that mapping issue again?

MR. RUBENSTEIN:  No, no.  And then if there is material variances, if you could explain what caused the material variance?

MR. VELLONE:  So I believe we understand what the request is.  Did we mark it already?  Sorry, I might have missed it.  We did?  Okay.  Thanks.

MR. RUBENSTEIN:  And my other question is:  The way you categorize in 2-SEC-33 is there are sort of three different ways that you will estimate projects:  one where there is low certainty and availability of information, one with medium certainty and availability of information, one with high certainty and availability of information.  I was wondering:  Are you able to tell me sort of in a general sense what is the breakdown of the capital projects that you are forecasting for 2016?  What percentage is falling in the low certainty and availability of information?  What percentage is in the medium certainty and availability of information?  And, three, in the high certainty and the availability of information as a percentage of the capital expenditures?  And I am not seeking a specific number, just a general sense of what we are talking about here.

MR. HALLER:  Just so I am clear, what we are talking about here is the levels of certainty in terms of the information in order to calculate the cost of the project not the certainty in terms of whether the project is -- when it is to be completed.

MR. RUBENSTEIN:  No, I understand that.

MR. HALLER:  Yes.  Okay.  I just wanted to make sure I understood that.  No, I can't give you a breakdown that would say, for any given year, what percentage of projects fall within these three categories.

MR. RUBENSTEIN:  Let's talk about 2016, the test year.  Can you just give me a general sense of what we are looking at here?

MR. HALLER:  I'm sorry.  I couldn't speculate on that.

MR. RUBENSTEIN:  All right.  Now, with respect to the medium certainty and availability of information category, can you walk me through an example of an actual project and what you would be comparing it to?  So if you can use a 2016 material -- one of the projects for 2016, just sort of walk me through an example of how you derive that based on the factors that you list there?

MR. GATIEN:  Mr. Rubenstein, do you want us to bring one up, or do you want us to just to explain?

MR. RUBENSTEIN:  Well, you can bring it up if you would like.

MR. GATIEN:  If we can just explain it, is that sufficient?

MR. RUBENSTEIN:  Yes, if you can just walk me through one of them.

MR. HALLER:  So an example I would use is road relocations.  In Appendix G, page 4, there are a number of projects there that involve road relocations.  With road relocations, there is a level of information we receive from the municipality in terms of the scope of work.  What we find is that, at the time, that we find the project, because of the time difference between when we need to forecast for the project and when it actually goes to construction, the municipalities quite often will change some of their plans, for example, the number of turning lanes and widths, bicycle lanes, and so on.  So we would use similar projects where we have done road relocation work, and we would use that to estimate the type of costs that would occur.


So, for example, Bridegeport Road to Caroline Street, we know the length of the project; we know the number of assets that we have within that time frame. What we don't always know is that, at the time we provide the cost, whether they extend that scope of work or whether all assets within that project will need to be relocated. So there is a degree of certainty and a degree of uncertainty with the total amount of information.

MR. RUBENSTEIN:  Thank you very much.  And my last question is on 2-SEC-34.  This is about construction standards.  And you say there in the second paragraph that you have made revisions to the construction standards since the last cost of service application.

MR. GATIEN:  That's correct.

MR. RUBENSTEIN:  Would you classify any of the -- sorry.

MR. HALLER:  Sorry.  Sorry, yes, there have been changes made to the construction standards since the last cost of service.

MR. RUBENSTEIN:  And would you classify any of those construction changes as material, or are they just small revisions that probably -- that occur all the time?

MR. HALLER:  The changes fall into both of those categories.  Mostly the changes that occur in USF are relatively small and not material.  However, there was a CSA change for overhead -- the overhead systems that was significant, and it required to increase the amount of structure and support that we had to provide to our overhead lines.

MR. RUBENSTEIN:  And this is a CSA minimum standard, so you have to comply with it?

MR. HALLER:  That is correct.  Under Regulation 22/04, that would be the minimum.

MR. RUBENSTEIN:  And did that have a material cost to you going forward?

MR. HALLER:  It did have a cost increase.  I don't -- well, we haven't quantified what that cost increase is, but it required us to put in higher strength poles and more anchoring per pole or per kilometre of line.  So there definitely was a cost, but I can't quantify that either in a dollar or a percentage.

MR. RUBENSTEIN:  All right.  Thank you very much.  And Mr. Aiken was able to find the reference to the question about poles, so thank you very much.

MR. VELLONE:  Just before we move on, for the sake of the technical conference transcript, that reference is Exhibit 2, Attachment 2.1, the distribution system plan, page 125, table 325.
Questions by Mr. Garner:


MR. GARNER:  Thank you.  I have very few, so we should be able to go through these relatively quickly.  If you turn up 4-VECC-38, and Mr. Rubenstein had asked you about the Kinectrics study on depreciation lives, and I didn't want to interrupt him twice in his questions, but I did want to bring up this one for two reasons.  One is it does indicate the other item that you were searching for.  It was towers, cable, antenna, and something called overhead conductors devices that's shown in the response to this interrogatory.  But the reason I really want to follow up on this was I wasn't sure you were answering the question that I had, so I just want to the make sure I have got this correct.


What we were really just trying to determine here was what would be the impact of those two asset lives being outside of the range.  So was there a material impact?  And the numbers you give me, which are below, are, I will call them, relatively large, so I wanted to make sure that you had the same understanding of the question.  Was this the impact?  If you had been within the Kinectrics range, would this -- and you were not -- is this the actual impact that we are looking at, or is this something else?

MS. AMOS:  This was as if they were in the range.

MR. GARNER:  So there would be an increase in depreciation of $174,000 if we said put them inside the Kinectrics range?  Is that --


MS. AMOS:  It was a decrease.

MR. GARNER:  A decrease, sorry.  Okay.  Thank you.  If we go to 2-VECC-11, and there is a table in there on capital contributions.  And perhaps this has been answered or asked and answered somewhere, but I couldn't find it.  On the line that's SR, which I take it to be system renewal, for 2015 and 2016, there are no projections for capital contributions, and I am wondering if you can tell me why.

MR. GATIEN:  Mr. Garner, we believe that the issue with the numbers is not with the 2015/2016.  We think we have to look at why some of those numbers are there in 2011 to 2014.  We believe the numbers are correct for 2015/2016, so we would like to do an undertaking so that we can verify that and make sure that we have got things in the right location.

MR. GARNER:  Sure.  That would be acceptable.  Obviously, the question is, if there were spending in the past, why wouldn't that be projected into the future?  Thank you.

MR. LANNI:  We will mark that as Undertaking JTC1.6, please.  Thank you.
UNDERTAKING NO. JTC1.6:  TO ADVISE WHY THERE ARE NO PROJECTIONS FOR CAPITAL CONTRIBUTIONS FOR 2015 AND 2016

MR. GARNER:  The next question I would like to go to is 2-Staff-72.  And you were asked some questions about your new CIS system, and if we go to that interrogatory, you have the proposed cost as $378,000 for this

I know this will seem like a strange question to you, but really what I am trying to figure out is why your billing system is so cheap, because we have seen -- inexpensive, pardon me.  I'm sure it's not a cheap system; it's an inexpensive system.  But we have been seeing other utilities replace these systems, and they are in magnitudes of difference, and I don't suppose that you understand what, for instance PowerStream is doing to replace their system, but I am wondering if you could help me with this number and how it breaks up into the components of a CIS system of hardware, software, data, data transition, development, and then testing.  Does that include all of those items?  Is that what that system is?

MR. GATIEN:  Mr. Garner, that's for the software and the implementation and the testing.  There is no hardware included, but it does include all of those things other than hardware.

MR. GARNER:  I see.  And is there any plan to replace the hardware that this is running on now?

MR. GATIEN:  No, there isn't.  We are able to accommodate on the hardware we have now.

MR. GARNER:  Okay.  Sorry, I am just going through my list here.  My next question is regarding 2-Staff-32.  In this question, Board Staff asked you if you had had an expert review your DSP.  And your response, if I read it right, was that your expert is your counsel, and I was just wondering if that's actually what you mean by that response.

MR. VELLONE:  So to be clear, we interpreted the question as, "Did they have any external party" -- not an expert -- "any external party review the DSP?"  And for the sake of clarity, they did say, yes, their lawyers looked at it.

MR. GARNER:  Oh, I see, so not for the purpose -- so maybe back to utility, so not for the purpose of validating the DSP?

MR. HALLER:  That is correct.

MR. GARNER:  Well, it is the habit of the legal profession to take over the expertise of other people, so I wasn't quite sure.

(Laughter)

MR. GARNER:  I think Mr. Rubenstein covered my questions on 2-Staff-29, so I think I may be -- let me just quickly go through these.  Maybe -- again, we pursued this earlier this morning.  It was -- this one now is in 2-VECC-15.  And just so I can cover this off, this, again, is to do with the performance of the DSP and the issue of outcomes, and we had a discussion earlier this morning about this, but, again, I am not sure I am clear about why or could maybe is the better question Waterloo North use cause codes as a measure going forward of how successful its distribution system plan is in its implementation?  Is that a reasonable expectation and, if not, why not?

MR. WILKINSON:  Mr. Garner, we could use cause codes as a secondary measure of validating the impact of the system distribution plan.  It has been our practice to focus on worst performing circuits and targeting total customer outage minutes per circuit and number of momentaries, and as yet, we haven't gotten to the level of focusing on individual cause codes other than to look at geographic clustering.

MR. GARNER:  Okay.  Thank you.  And I think those are all my questions on section 2.  Thank you.
Questions by Mr. Walker:


MR. WALKER:  If I could just draw your attention to
1-E2-4.  I guess our level of concern with this is that we have all of the invoices for September 2014 for all of the 11 accounts, and our numbers vary.  We are wondering whether maybe that was as a consequence of some weather normalization or some bill reading issues, but perhaps more importantly, is table 1-5, as it's laid out in your DSP, actually germane or relevant to your actual system plan and the activities that are defined inside your system plan?

MR. VELLONE:  I am just going to see if I can paraphrase the question because I think there might be two components, and I want to make sure we address both.  So the first is in relation to 1-E2-4, and the question is, if I understand it correctly, why are the numbers that I add up on my bills not aligning with the numbers that you are saying in this interrogatory response?  Is that a fair characterization of your question?

MR. WALKER:  That's correct.

MR. VELLONE:  Do you want to take a shot at that?  We haven't seen the bills, I don't think.  Right?

MR. SINGH:  Mr. Walker, we will need to do an undertaking to reconcile your numbers, your billing.  We will need to know what time frame you are referring to and also what accounts.  Your client has a number of accounts.

MR. WALKER:  Yes.

MR. SINGH:  And we need to make sure we are grouping all those accounts.

MR. WALKER:  Right.

MR. LANNI:  So if the applicant is requiring a more specific question --


MR. VELLONE:  So I will try to take a shot at characterizing the undertaking.

MR. LANNI:  Yes, please.

MR. VELLONE:  So the applicant would undertake to reconcile specific account billing information as against -- I guess the information, Mr. Walker, would you be able to share that with us so we know what you are looking at?

MR. WALKER:  Actually it's already in the purview of the utility.

MR. VELLONE:  Sure.  So we just need to know exactly what accounts, I believe, you are looking at.

MR. WALKER:  Fair enough.  I can correspond with you on that.  It is the 11 accounts.  Potentially there was some weather normalization.  It's not that we're necessarily disputing that, at times, throughout the course of the year, we don't hit those sorts of numbers; but when they show up as a -- I guess to ask the second part of that question again:  Is table 1.5 germane at all to the DSP?

MR. VELLONE:  Just before we get there, to finish off the undertaking, what dates did you want to reconcile for?

MR. WALKER:  As reflected in table 1-5, September 2014.

MR. VELLONE:  Okay.  Yes.

MR. LANNI:  So we will mark that as Undertaking JTC1.7.
UNDERTAKING NO. JTC1.7:  to reconcile specific account billing information as reflected in table 1-5, september 2014


MR. VELLONE:  Let's move on to the second part of your question.  Go ahead.

MR. WALKER:  Was table 1-5 actually just offered as an informational piece in the DSP?

MR. HALLER:  Yes.  That table was to be illustrative of the breakdown of our largest customers.  It wasn't meant for any other purpose.

MR. WALKER:  Okay.  Thank you.  If I could draw your attention to 1-E2-5?  When we actually went through and correctly identified as Appendix G as part of the DSP, the material differences that we noted, I believe, are best characterized by being customer contributions.  Can you confirm that, first?  That is the first part of the question, and I guess the second part of the question is:  Can you advise when capital contributions started to be accounted for as deferred revenue?

MR. VELLONE:  Can you help me with the first part of the question?  There are a couple of different subparts in this interrogatory response.  Can you just drill us to exactly which part you are looking at?

MR. WALKER:  Apologies, John.  It would be page 233, larger section I, starting with the paragraph, "WNH believes the above reference should be Appendix G."

MR. VELLONE:  Okay.  And then could you restate the question, please?

MR. WALKER:  When we reviewed table 1.14 as part of the DSP, which is part of the original interrogatory, we noticed large discrepancies between the customer requests, the relocations, et cetera.  We now believe that that is because the customer contribution was excluded from -- so what's being reported here is a gross calculation and that customer contributions now are being recorded differently, as I believe we understand them to be, as deferred revenue.  I just wanted that confirmed because the differences are material.

MR. SINGH:  Mr. Walker, I will take that question.  The number you see here is gross.  That is gross.  For accounting purposes, in 2015, we are moving capital contributions to a deferred account.  That's only for accounting purposes.  For rate-making purposes and establishing the correct amount for rate base, our understanding is that it stays in with base.  It is deducted from the gross cost.  So bottom line is there is no difference, no change to the rate base.

MR. WALKER:  So just a follow-up question to that, then, so the gross amount is actually what's entered into the rate base --


MR. SINGH:  Net capital contributions.

MR. WALKER:  I'm sorry.  Did you say net or gross.

MR. SINGH:  What's entered into rate base is the gross amount less capital contributions.

MR. WALKER:  So it the net amount?

MR. SINGH:  Yes.

MR. WALKER:  Okay.  Thank you, sir.

Related question:  can you point me to the right place where deferred revenue itself is sort of broken out by contribution?  Is that included somewhere in the filing?

MR. VELLONE:  Do you have follow-up questions on that, or can we get back to you after the break?

MR. WALKER:  You can get back to me.

MR. VELLONE:  Okay.

MR. WALKER:  Thank you.  If I could draw your attention to 2-SEC-25 and specifically to Exhibit KTC1.2.  I note that the amended calculations here over the course of the next five years only include 19.1 kilometres of replacement of the underground cable, whereas both your own and the Kinectrics TUL studies suggest 38 and 27 kilometres of bad underground cable.  I was just curious as to why you were not being more aggressive with the replacement of the underground cable.

MR. HALLER:  I think there is a difference, and I believe the DSP speaks to it in the different generations of cable and the assets that are deteriorating.  It is true the assets that we have there are beyond the TUL.  What we have done is we believe, through the work that we have done previously and through this work, that it removes the worst of our assets.


It isn't always -- it isn't always true that an asset that's past TUL is a bad asset.  TUL is only one factor that we consider.  The other aspect is that cable has been in the past installed in duct, which makes it more timely -- or more easier to change if there is a problem.  The work that is being forecasted for 2015 to 2020 is the last of our direct buried cable, which is -- along with submersible equipment, which is the most challenging and time consuming to replace.  So it's -- even though it's all in one category of underground cable, the generational differences in terms of longevity, ease of replacement, and how long we believe that asset to be able to stay in service is somewhat different.  We believe the plan that we have here deals with that asset appropriately.

MR. WALKER:  Thank you.  Is it fair to say, then, that that 19 kilometres of cable is all direct buried and that it will be gone by the year 2020?

MR. HALLER:  Yes.  I can't say that it is 100 percent direct buried, but a large majority of it is direct buried or is associated with submersible vaults and equipment that are in poor condition.

MR. WALKER:  Fair enough.  Okay.  So any cable failures will be handled on an emergency repair basis or replacement basis?

MR. HALLER:  In the future with the ducted systems, yes, the individual -- it will be much easier to replace individual sections of cable, and they can be replaced in a more timely and cost-effective manner than the cable that was installed generations ago.

MR. WALKER:  So you have applied a risk type of assessment, then, to...

MR. HALLER:  No, we don't have a formal risk assessment.  It's just the nature of the installation that, with cable in duct, it is just a much simpler and easier process to replace individual segments.

MR. WALKER:  Are you at all concerned that the non-replacement of the other cables are going to in any way compromise your performance measures, your CAIDIs, or your SAIFIs?

MR. HALLER:  Well, assets continually age and a portion of them do fail.  Our job has been and will continue to be to monitor these assets and their rate of decline, and if we feel that they are impacting our reliability, then we will take appropriate measures at the time.

MR. WALKER:  Thank you.  That's all I have.

MS. SCOTT:  Thank you.  I just have a few questions on Exhibit 2.  If you look at 2-Staff-26(e), and that was one we had actually asked about 2015 and how things were tracking year to date.  Looking at the contributed capital, quite a bit down from what you had forecast, two-part question:  One is have you changed, have you made -- as a result of what you have seen to date, have you made any changes to your budget for 2015, and how confident are you in the contributed capital appearing as you have forecasted?

MR. HALLER:  I think the numbers on the surface would indicate -- would seem to be low, and I think it's a combination of a couple of things is that there has been work that has occurred which has not gone through the invoicing process for the -- with the LRT.  And there is a substantial amount of work that will be completed.  So we are confident in the levels that we are forecasting.

MS. SCOTT:  Both the gross and the net?

MR. HALLER:  That's correct.

MS. SCOTT:  So no changes were made when you updated the rate base?  Nothing was changed for 2015?

MS. AMOS:  There were changes both in the 2015 and 2016, both to --


MS. SCOTT:  The ones that Randy was referring to.

MS. AMOS:  That he was referring to, both gross and contributed capital.

MS. SCOTT:  Right.  But not related to this actuals -- well, it was -- okay.  I know what you mean.  Thank you

2-Staff-44, and we talked a bit about this, and I think the confidential undertaking is going to talk about the sale of one of the station properties.  But our understanding is that there are five stations that will be retired by 2018, and we had asked about any expected proceeds from the sale.  Are you actually planning to sell all of those five properties?

MR. SINGH:  Yes.

MS. SCOTT:  And are you anticipating, then, a potential gain on the sale during those -- that period?

MR. SINGH:  At this point in time, yes, we are expecting some gain, but we cannot quantify that at this point in time because of the remedial costs that are unknown.

MS. SCOTT:  So you didn't think about asking for a deferral account or a variance account to capture that for the disposal of assets?

MR. SINGH:  No.  At this point, we don't feel it's material enough.

MS. SCOTT:  That it's not material, sorry?

MR. SINGH:  That's correct.  It's not material.

MS. SCOTT:  In 2-Staff-53, and I probably don't need to call it up, but you talk about that Board Staff -- not Board Staff, sorry, your board gives you direction to keep total bills within 10 percent of the lowest LDC in the region, and I think that's also one of your KPIs.  Which LDC is that at the moment that you compare yourselves to?

MR. SINGH:  We compare ourselves to our neighbours, specifically Kitchener Hydro, Cambridge and North Dumphries Hydro, and Guelph Hydro.

MS. SCOTT:  But one of those is the lowest in your region, are they?

MR. SINGH:  That is correct.  One of them is.

MR. BACON:  Do you know which one at the moment it is?

MR. SINGH:  It depends on the class of customers.  If you are speaking of residential class, it is Kitchener Hydro.

MS. SCOTT:  Kitchener, okay.  Thank you.

MR. RUBENSTEIN:  Sorry, can I just follow up on that question, Jane?

MS. SCOTT:  Sure, please.
Follow-Up Questions by Mr. Rubenstein:


MR. RUBENSTEIN:  I just want to fully understand what your board's expectation is.  Is that, for each customer class, you are in 10 percent of the lowest, or is that some sort of aggregate you are looking at?

MR. SINGH:  It's for each customer class.

MR. RUBENSTEIN:  Thank you.
Questions by Ms. Scott:


MS. SCOTT:  2-Staff-55, and this was the question about typical useful lives, and we asked if there was any documentation.  And my understanding is you did not consult with Kinectrics, but you did have KPMG do some work on useful lives, but there was no report prepared.


My understanding for -- if there is need to review that every year, do your auditors not require a report or something to prove that you have reviewed them and, if you are planning to change them, the background of why, the rationale?

MR. SINGH:  No.  It's not being asked by KPMG, by our auditors.  They did not require a report.

MS. SCOTT:  Have you made any changes in your useful lives?  I guess you only went to IFRS in 2015, so maybe you haven't --


MR. SINGH:  No, we have not.

MS. SCOTT:  So you haven't.  Okay.  Thank you.

2-Staff-60 and specifically 2-Staff-60(c), you talk about projects with lower cost benefit ratios will receive higher prioritization.  So do you have a quantifiable cost benefit ratio for projects that you could provide to us, and, if not, can you talk a bit about the prioritization process?

MR. HALLER:  No, we don't have a quantifiable cost benefit ratio.  What that explanation was to illustrate is that, when we look at a project, when we look at the benefits, we look at the benefits as they align to our strategic imperatives, and the greater benefit that we see in terms of either supply, reliability, customer service, or the other, we look at the projects that have the greater number of benefits, and if there are projects that are of comparable costs, then we look at that ratio.  It is not a numeric calculation that we perform.

MS. SCOTT:  Okay.  Thank you.  And that same question, part (e), you talk about the prioritization being done on a project level, not on subprojects.  And we are just interested in why you have taken that approach, given that projects are at a fairly high level and that not looking at specific assets within a project and prioritizing based on that.

MR. HALLER:  In the case of system asset projects, for example, we all gave them -- we gave them the same priority of ranking because all of the projects we were obligated to provide.  So we didn't feel that there was a benefit to go any further in terms of ranking.  In some other areas, the project -- and understand this is the first time we have used this process, but we thought there was benefit in grouping projects because some of the projects also have interrelationships.  Even though they are as separate projects, they may be considered as two phases of one overall project.  So we looked at them as more of a grouping of work as compared to all of them being unique, distinct, and separate projects.

MS. SCOTT:  So if a subproject had a high prioritization, that would raise the whole project up.  Is that what I am hearing?

MR. HALLER:  I'm sorry.  I'm not sure I understand your question.

MS. SCOTT:  I guess, is it that you assign the prioritization to the project, and then that filters down to all the subprojects, or do you look at the subprojects and work your way up?  I guess that's my question.

MR. HALLER:  I would say it's probably a little bit of both.  We look at -- when we look at all the individual projects, we find these natural groupings that fall within -- natural groupings of subprojects that sort of fall within this -- what we define as a group of projects.

MS. SCOTT:  And have a similar prioritization?

MR. HALLER:  Yes.

MS. SCOTT:  Okay.  That's fine.  Thanks.

The reply to 2-Staff-66(e) -- and this is where we asked about the poles and the strength of the poles, and the reference was to table 3-23 of the DSP -- didn't really give us the answer.  That table 3-23 only provides an average fibre strength.  So what we were looking for was a distribution.  And we don't know if you have that information, but something for each, sort of age down one side, a matrix age down one side, and a number between 0 and 50 percent, number between 50 and 67 out to, sort of, 95 to 100.  Would you be able to provide that information?  So this just shows the average fibre strength for -- you see for all poles greater than 70, the average is 94, but are there any that are 0 to 50?  Are there any that are...

MR. VELLONE:  So if you go down the -- each of the rows age categories, and there is an average provided for each.  Maybe that's the lack of --


MS. SCOTT:  But it's not, within each age, a distribution?  I guess, do you have the fibre strength for all poles?

MR. HALLER:  We have the fibre strength for all tested poles.

MS. SCOTT:  All tested, okay.

MR. HALLER:  For all tested poles, which is generally all poles over 45 years of age.

MS. SCOTT:  So you should be able to --


MR. HALLER:  Yeah.  I am just -- I apologize -- I am just struggling a little with making sure that I understand what you are asking for.  So for all the poles that we have tested, we can provide -- we have that information.  I am just not sure the format that you want to see it in.

MS. SCOTT:  I can show you a picture of a matrix, if that's --


MR. HALLER:  If you can provide me with that, then I believe we can -- I believe that we can.

MS. SCOTT:  So I think we have an undertaking for that.

MR. HALLER:  We can do that.

MR. VELLONE:  We would like to see the matrix first, before we take the undertaking.

MS. SCOTT:  It would be number of tested poles in each.  I can send an e-mail with the details.

MR. HALLER:  Yes, I believe we can do that.  The lower part of your table says 0 to 10.

MS. SCOTT:  Yes.

MR. HALLER:  So I could only provide -- I could only go down to approximately 45 years of age.

MS. SCOTT:  Right.  It's for tested poles.

MR. HALLER:  But I could give you -- for tested poles, I can give you this breakdown, yes.

MR. LANNI:  Great.  So if we can mark that as undertaking JTC1.8.

UNDERTAKING NO. JTC1.8:  TO PROVIDE THE BREAKDOWN FOR TESTED POLES

MS. SCOTT:  2-Staff 68(c):  That table talks about the failure rate for direct buried.  And we are interested in why there were no failures experienced by the oldest cables in the system.  Did you have a philosophy on that?  And, if so, were you making improvements sort of in the replacement program?  Were you trying to use that experience from the older ones to make sure you don't have premature failures on the newer cables?

MR. HALLER:  We don't have a specific answer for why we have seen a lesser failure rate in the older assets.  It is something that is not uncharacteristic in other assets where we see newer assets deteriorate at a faster rate, poles being one of them.  Given the age of this equipment and given that it's direct buried, we expect that this failure rate is going to increase, and it's also going to include the older group of poles -- sorry, the older group of cables.

MS. SCOTT:  Thank you.  Near the end.  2-Staff-72 and 2-Staff-73, and this was talking about the CIS, and we had asked for a cost benefit, and I think the response was that the maintenance was -- yearly maintenance fee was going to be reduced such that the -- that was the cost benefit.  And did you calculate a fulsome net present value taking into account all of the other costs that could be associated with maintaining and running the new system?

MR. SINGH:  No, we did not, because we believe the -- all other costs would be held constant.  The only difference here would be the actual replacement cost of the new software and its related maintenance upkeep.

MS. SCOTT:  So are you maintaining the old CIS system or the data?

MR. SINGH:  Ms. Scott, the data will be transferred.  All the historic data for all our customers will be transferred as part of the implementation to the new system.

MS. SCOTT:  And FTEs, in terms of maintaining the new system or dealing with it, you are saying that too will be held constant?

MR. SINGH:  Yes.  FTEs and other expenses will be held constant.

MS. SCOTT:  And for the new -- the asset management system, can you provide us with a bit more information about that in terms of the net present value too in terms of the software maintenance fees, IT support, things like -- business support?  This is in 2-Staff-73, I think, when we asked about it.

MR. HALLER:  Ms. Scott, we don't anticipate any additional FTEs or costs associated with the asset management software.  We believe that there will actually be some savings as provided in the IRs that we are expecting to free up staff time with the implementation of that project.

MS. SCOTT:  So, yes, that's the 90,000, the annual savings.  Okay.  But there are no additional software maintenance fees or IT support costs or anything that...

MR. HALLER:  If we could, we could provide -- I think we can provide clarity on that after the break.

MS. SCOTT:  Oh, after lunch?  Okay.  Thank you.

I just have one last question on the DSP, and I know, in replying to the IRs and in the DSP, you talk about how it's based on judgment; it's based on experience, and I certainly don't want to minimize the value of all of that, and that we have asked for some, you know, analytics and some numbers and things, and you say you don't have them yet.  Can you just talk about how -- why you feel confident in this DSP and why we should accept what you are saying now and maybe a little bit about what we should expect in five years when you do another DSP and what that might look like?

MR. HALLER:  When we put together this DSP, it really is a reflection of the work that Waterloo North Hydro has done over a long period of time.  I don't know what I can provide you in terms of confidence, but we believe that the methodology that we have used in the past has provided good value to the utility over the long term.  We recognize that the movement in the industry and the value to having a more -- a quantifiable process, and our intent is to do that, and I believe we have stated that.  But I think that, when we look at the work that we have done and the investments that we have made and the condition of our assets, we believe that the process that we have used, and we have used for a fairly long period of time, has served us well.  But we -- as I said, though, we recognize that change does need to be made, and some of the work that we have done with our asset management, our proposing our asset management process, our OMS, and improving our analytical tools at the utility will move us in that direction.

MS. SCOTT:  Thank you.  Those are my questions on Exhibit 2.

MR. LANNI:  Well, I think that's it for the morning.  We have -- excuse me.

MR. WALKER:  I apologize.  Could I ask an additional question?

MR. LANNI:  Absolutely.
Continued Questions by Mr. Walker:


MR. WALKER:  Thank you.  If I could draw everybody's attention back to 2-Staff-53 where it's been indicated that the board of directors has asked management to make sure they are within 10 percent of the lowest comparable contiguous utility rates.  Would it be possible to have a comparator in my specific instance for the LU category for the test year for the 2016 rates?  Perhaps by extension some of my fellow interrogators may also wish a similar comparator.

MR. SINGH:  Mr. Walker, that information may not be available to us.  The other utilities may not wish to disclose their LU customers and their data.

MR. WALKER:  I'm sorry.  The question was related to the rate.  Is it not their published rates for the same period?  Have I misunderstood the directive from the board?

MR. SINGH:  If it's the rate only, yes, we can provide that information.  What our board is expecting is total bill calculation for a typical LU customer to be within 10 percent.  So what we would do, we would look at a typical LU customer in Waterloo versus Cambridge and the others and calculate total bills for the month and compare them.  So we will need to know consumption levels.

MR. VELLONE:  My understanding of the undertaking request -- correct me if I am wrong is -- you are going to be okay if we just compare the actual rates, and we don't actually put consumption numbers in.  Does that satisfy your need?

MR. WALKER:  It would.  Thank you.

MR. VELLONE:  For a single year, the test year, or...

MR. WALKER:  Just for the test year, yes.

MR. GARNER:  Before you do that can I jump in?  I don't want to put words into the mouth of my friend here, but I thought the exercise here is to understand, for the customer class, what the utility is being required to look at to compare 10 percent.  So I would have assumed you have to take, if it's total bill, some consumption number and say to yourself -- I will take residential.  It's easier for me to discuss that one -- 800 or whatever you use, and then say that's that, and then you would look -- you would give us in this undertaking, Here is the utility that we have to be within 10 percent of, because it's the lowest, and this is their rate.  And, now, that might mean that, for each class, there might be a different utility because each one could have a different rate, right, against which that would do.  Is that the understanding of the undertaking that we are getting?

MR. WALKER:  That would be ideal.

MR. SINGH:  Mr. Garner, we can do that, but we can only do it for 2015 based on known rates, not for 2016.

MR. GARNER:  That's fine.  I guess what I am really trying to understand after all of this is some place in your utility, you are taking something, saying, "We have -- this is our proposal, and we have met it because we are required to, and these are the numbers," and that's what you would be showing them; right?  That is what you are required to do by your board of directors.  So I am looking for that, myself.  Like, that should be what we are seeing, how you have met that requirement.

MR. SINGH:  That is correct.  That is what we will do.  We will take our rates for our LU customers as they are today.  We will estimate a typical kilowatt-hour and kilowatt and calculate total bills based on those rates.

MR. GARNER:  Okay.  Thank you.  I don't want to jump into Mr. Walker's undertaking, so I am not quite sure if that meets his need, but...

MR. WALKER:  Thank you, Mr. Garner.  That does help me, but I guess I am principally worried about the next year's rates and as they have been filed for the Board, not as they have been approved for this year  So I am interested in the 2016 application on the test year.

MR. VELLONE:  My understanding is that that's not something that would be calculable at this time.  Is that a fair assessment?  Yes, we can't do it.

MR. WALKER:  Just, sorry, dumb -- silly question potentially:  Isn't that because the other utilities have not filed their rates, or they are not published or available?

MR. VELLONE:  Correct.

MR. WALKER:  Have any of them --


MR. VELLONE:  They are not available.
Follow-Up Questions by Mr. Rubenstein:


MR. RUBENSTEIN:  Can I ask just to jump in for a second?  How did you then do this?  I mean, I get the problem that you are having here with you can't look at 2016 for your setting rates and budgets for 2016.  You did this in 2014.  Obviously you don't know what other utilities were going to ask for, for 2016, so how did you do this?

MR. SINGH:  The comparisons were done in November of 2014 based on rates at that time.

MR. RUBENSTEIN:  So you looked at what you expected at that time what the 2016 Waterloo North rates would be based on the budgets?

MR. SINGH:  No.  We looked at the rates as of November 2014, and those were the comparisons we did.

MR. RUBENSTEIN:  So this is really an after-the-fact review?  You are looking about -- am I correct, because you already have had your rates for 2014 set?

MR. SINGH:  That is correct.

MR. RUBENSTEIN:  Okay.

MR. LANNI:  Mr. Walker?

MR. WALKER:  Yes, thank you.

There would be -- your contiguous utilities would have rates that would be in effect January 1.  Would they not have filed them for an April 30 start date this year through until the end of next year at this time?  Would we be able to do a first four months comparator of the rates versus the application, appreciating that there is probably going to be some changes in the other applicants, the other utilities' rates?

MR. SINGH:  Mr. Walker, we can do it for 2015.  We can do it as of current rates today for all four utilities.

MR. WALKER:  Against the 2016 rates?  Or is that not a fair comparator?

MR. SINGH:  That would not be a fair comparison.

MR. WALKER:  Okay.  Just so you understand where I am coming from, we are looking at a 16 percent, $35,000 a month increase in our rate category.  It would be nice to know that you are meeting the board's conformance requirements associated with that for next year -- sorry, as in your board of directors.

MR. GATIEN:  So, Mr. Walker, I think to answer your question on the 2016 rates, as far as we are aware, Kitchener has not filed theirs yet.  Cambridge has not filed theirs yet.  And Guelph is in the middle of the same process as ourselves.  So we are not able to give you something on the 2016 rates.

MR. WALKER:  Yes, understood.  Fair to say, retroactively, when the Board reviews this, you would make adjustments to any specific rate category that didn't comply with their directive?  And would you need to come before the Board to change those rates?

MR. SINGH:  Mr. Walker, at this point in time, when we compare the large user, the Board's expectation is to look at total bill, and I believe we are well below 10 percent, so, we don't expect, when our rates are finally approved versus the other for 2016, it will be over the 10 percent number.

MR. WALKER:  Perhaps I misunderstood the directive.  So the directive is not to be within 10 percent of the rates of the other utilities; it's to be within 10 percent of the total bill?

MR. SINGH:  The objective is to be within 10 percent of the other utilities based on total bill.

MR. WALKER:  We are saying the same thing, aren't we?

MR. SINGH:  Yes.

MR. WALKER:  Thank you.

MR. LANNI:  I think there still is an undertaking there.

MR. VELLONE:  I believe there is, although I am going to do my best to maybe make it disappear.  So I am going to draw everyone's to an attachment that we filed in response to 1-SEC-1.  That is the material that was put in front of the board of directors in respect of this rate application.  I just want to the make sure everyone in the room is familiar with what is already on the record before we take in that new undertaking.


In response to 1-SEC-1, there is a report titled "2015 Operating and Capital Budgets."  It comes after the presentation.  And I am looking at page 19 of that report, printed on the bottom right corner.

So I believe, moving from page 19 to 20, we can see the material that was presented to your board of directors in terms of comparisons of total utility bill for residential class, GS less than 50 and GS greater than 50 class.  Is that an accurate reading of what's here?  No?

Correct.  So the one thing that's not here is the large user class.  Is there a particular reason why that one might be heard to compare?  No reason?  So we will need an undertaking to fill in the gap on the large user side.

MR. LANNI:  We will mark that as undertaking JTC1.9.

UNDERTAKING NO. JTC1.9:  with reference to page 20, 1-SEC-1, the report titled "2015 Operating and Capital Budgets", to fill in the gap on large user class

MR. LANNI:  Unless Mr. Aiken or Mr. Rubenstein has any further questions?


MR. RUBENSTEIN:  Just on this.  This is who you -- when we are talking about the 10 percent against utilities in your area, these are the utilities that you are comparing yourself with?

MR. SINGH:  That is correct, those four.

MR. RUBENSTEIN:  There are five on the sheet.

MR. SINGH:  We do not compare to Hydro One and Toronto Hydro, we just show them to give the Board a perspective on parameters.

MR. RUBENSTEIN:  Okay.  Thank you.

MR. LANNI:  Okay.  Well, I think there is some interest in trying to finish the technical conference today, but I know that the applicant has a few questions to work on and get back in response after the break, so I kindly ask you, Mr. Vellone, how long do you think we will need for lunch?

MR. VELLONE:  I think we could do our piece within the allotted hour and still eat.

MR. LANNI:  Okay.  So we will reconvene at 1:45.
--- Luncheon recess taken at 12:45 p.m.
--- On resuming at 1:45 p.m.

MR. LANNI:  Hello, everybody.  We are back from lunch now, and I believe Mr. Garner has a follow-up question or two with regard to section 2, so if he can run through those, start with those, after which we can move on to three.
Follow-Up Questions by Mr. Garner:


MR. GARNER:  Yes.  I just actually have one question, and it was really on the -- to follow up on the billing system because I am still trying to grapple with the price cost of that.  The billing system that Waterloo North is putting into place, is that just a billing system, or does it include or is the same as a customer information system?  So they are one in the same?  Is that right?

MR. GATIEN:  It is a customer information system, so it is one in the same.

MR. GARNER:  One in the same.  And have you already picked a vendor for that system?

MR. GATIEN:  Yes, we have.

MR. GARNER:  And that's who?

MR. GATIEN:  Joemar.

MR. GARNER:  Okay.  Is that an off-the-shelf sort of vendor of billing systems?

MR. GATIEN:  Yes.  Joemar is a company that's been doing different kinds of systems for other markets, and as of recent -- and I can't tell you the number of years they have started to switch towards providing solutions for utility markets, and they are in Ontario.

MR. GARNER:  Right.  One last question:  Of the utilities around you, the ones that you deal with and talk to, do you know of any of them who have a similar billing system that you are about to purchase?

MR. GATIEN:  No, they don't have -- we are getting to a point that a number of these systems need to be replaced, so there is no one -- no one is moving to it.  We are one of the first ones -- let me put it that way -- to move to a modern, upgraded system in our area.

MR. GARNER:  Okay.  Sorry, I said the last question, but just finally, London Hydro, were you part of the London Hydro exercise to look into a new billing system, one of those utilities?

MR. GATIEN:  No, we were not.

MR. VELLONE:  Okay.  Thank you.  Just before we move on to the next exhibit, there are a couple of follow-up items we would like to close off from this morning.  The first was a request for a specific evidence pinpoint.  The line of questioning was in respect of 1-E2-5, and the question was:  Where in the application does the deferred revenues show up?  The pinpoint reference in the application is at Exhibit 2, table 2-19.

The second question that we said we were going to follow up on related to a line of inquiry from OEB Staff.  It was in respect of 2-Staff-73, and specifically there was some questioning around what costs were included in the response for the asset management software.  So I will just turn it over to Rene to speak to that.

MR. GATIEN:  Yes, thank you.  Ms. Scott, I think the question had to do around with were we looking at software maintenance in our costs that we were considering as we went forward.  So I had to get some timing to make sure and check on the timing.  We expect to obtain the software in 2016.  There will be some software maintenance costs probably in the neighbourhood of $30,000, somewhere in that area, starting in 2017.  And what we did is a simple payback is what was shown in the answer that we gave.  We also have some other intangibles on -- some of the analytics we are being asked for and some of the data we are being asked for, we need the software to be able to gather and analyze that data, so that is some of the intangibles that we really weren't able to weigh against things.  So we know that we have software maintenance costs going forward.  We also know that we have some other intangible benefits going forward from 2017 on.  So we just did the simple savings of what we know from manual labour savings currently against buying the software to help us offset that.

MS. SCOTT:  So just for clarification, the 90,000 has taken the 30,000 into consideration, or...

MR. GATIEN:  No, the 90,000 has not taken the software maintenance into consideration.

MS. SCOTT:  Thank you.

MR. VELLONE:  There is also one more item.  It was in respect of the line of questioning on 2-Staff-23.  And in the response to the question, I believe the answer was, although it looks like we took 754,000, which is stated in that response, out of OM&A, that wasn't actually the correct number to be taken out.  I do think we should probably get an undertaking just to correct the evidentiary record so the right number is taken out.

MR. LANNI:  We will mark that as undertaking JTC1.10.
UNDERTAKING NO. JTC1.10:  to clarify the om&A number in 2-Staff-23

MR. VELLONE:  That's it.

MR. LANNI:  Mr. Aiken?

MR. AIKEN:  Moving on to Exhibit 3, my first questions are going to be follow-ups on the responses provided to VECC in Exhibit KTC1.1, and of those, the first one is on the response of 3-VECC-50, which ties in to Energy Probe 20, part (f), and this has to do with streetlight devices and GS customers.  Am I correct in my understanding that there were 133 devices that are now 2 GS greater than 50 customers?

MS. AMOS:  That is correct.

MR. AIKEN:  So does that mean that there are only 2 meters for those 133 devices in total?

MS. AMOS:  Yes.

MR. AIKEN:  Okay.  Then on 3-VECC-52, my first question is on the CDM.  Based on my quick review of the two different spreadsheets, the CDM total has not changed, but you have allocated some that was previously for the GS greater than 50 to the large use class; is that correct?

MS. AMOS:  That is correct.

MR. AIKEN:  And how did you determine how much to move to the large use class?

MS. AMOS:  Information was obtained from the CDM personnel at Waterloo that gave us the proper breakdown.

MR. AIKEN:  Okay.  So there is a specific program or programs that are going to be targeted to the large use customer.

MS. AMOS:  That's correct.

MR. AIKEN:  Okay.  And then as a follow-up, in the revenue requirement work form, you indicate, I think in this response, that you have put in -- there is a separate line item now for this change, but am I correct that the bottom line number didn't change; that previously you had combined this change with the cost of power change?

MS. AMOS:  That's correct.  The revenue deficiency did not change.

MR. AIKEN:  Okay.  So then I am moving on to 3-Staff-96, and this is also referenced in 3-VECC-49 that was filed yesterday.  This is the normalization of actuals.  And I can tell you, when Mr. Harper and I both looked at this response, we couldn't, for the life of us, figure out what the difference in what Board Staff meant by (b) and what Waterloo North Hydro talked about in (b), but my understanding now that I see the response to VECC is that you interpreted the request from Board Staff to rerun the regression model using the normal heating degree days.

MR. BACON:  That's correct.

MR. AIKEN:  Okay.  So you had two different equations.

MR. BACON:  That's the way we interpreted what Staff was asking for.

MR. AIKEN:  And the way you responded in part -- the numbers in part (b) of Staff 96 is based on your understanding of the same equation but different inputs.

MR. BACON:  That's right.

MR. AIKEN:  Okay.  Now, would you agree that the difference between the actual and the normalized actual volumes is quite small?  And I'm basing that on the factor in the table that's on the screen labelled "C equals B divided by A" that, on average, it's like 0.5 percent per year.

MR. BACON:  You are looking at factor C?

MR. AIKEN:  Yes.

MR. BACON:  Yes, we agree.  It's a relatively small adjustment, yes.

MR. AIKEN:  And when I look at the biggest difference, probably in 2005, 0.985, so it's one and a half percent difference between normalized actual and actual, can you give me a sense of what the revenue impact is of that one and a half percent difference in volumes only?

MR. BACON:  We will have to take that as an undertaking.

MR. AIKEN:  Would you take just to give a ballpark estimate of what the impact on your revenues was of a one and a half percent change in the volumes?

MR. BACON:  Yes.  Specifically you are looking at 2015 -- 2005, and you want a 1.5 percent decrease in volume, and what's the impact?

MR. AIKEN:  Not quite.  I am looking for based on your current rates, so base it on your current rates, and if there is a 1.5 percent change in the volumes in 2015.

MR. BACON:  Okay.  We will have to take that as an undertaking.

MR. LANNI:  That will be marked as undertaking JTC1.11.
UNDERTAKING NO. JTC1.11:  To confirm whether there is a 1.5 percent change in the volumes in 2015


MR. AIKEN:  My next question is on the response to 3-Staff-100.  And this ties back in with the capital expenditures forecast, but the response indicates:
"Customer additions in the first half of 2015 have slowed considerably."

And so my question is:  Has this been reflected in the capital expenditures for system access?

MR. GATIEN:  Mr. Aiken, could we get you to repeat the question, please?

MR. AIKEN:  Yes.  The response to 3-Staff-1000 indicates:
"The customer additions in the first half of 2015 have slowed considerably."

So my question is:  Has this been reflected in the capital expenditures for system access?  In other words, if your customer additions are slowing, has that been reflected in your capital costs for adding customers, new subdivisions, et cetera?

MR. HALLER:  So the answer is, yes, what we have for capital additions in terms of new connections, subdivisions, and so on, that is reflective in what we have in the application.

MR. AIKEN:  Okay.  Thank you.  My next question deals with the responses to 3-Energy Probe-23 and 24.  The response to part (d) of both questions indicates that the forecast from the equations requested would reduce the revenue deficiency by the amounts shown in those responses, and my question is:  Do those numbers take into account the increase in rate base associated with the higher cost of power?

MS. AMOS:  No, it did not reflect that.

MR. AIKEN:  Would you undertake to -- you don't have to do both of them, but just pick one of them and undertake what the increase in the revenue requirement would be for the increase in the cost of power.  Again, just a ballpark estimate.

MR. HALLER:  Yes, we can do that.

MR. LANNI:  We will mark that as undertaking JTC1.12.

UNDERTAKING NO. JTC1.12:  TO ADVISE WHAT THE INCREASE IN THE REVENUE REQUIREMENT WOULD BE FOR THE INCREASE IN THE COST OF POWER

MR. AIKEN:  My next question is on 3-VECC-17.  The response shows the estimated equation from the 2011 cost of service model updated for historical data.  Can you provide tables -- and this comes from your Exhibit 3 evidence -- provide tables 3-5, 3-6, and 3-24, assuming no other changes to the methodology used by Waterloo other than the 2011 model that's been updated?  And in preparing the forecast for 2015 and 2016, could you please utilize a real GDP forecast of 2.7 in 2015 and 2.4 percent in 2016, both of which are consistent with the 2015 Ontario budget?

MR. BACON:  Yes, we can do that.

MR. LANNI:  That will be undertaking JTC1.13.

UNDERTAKING NO. JTC1.13:  PROVIDE TABLES 3-5, 3-6, AND 3-24, UTILIZING A REAL GDP FORECAST OF 2.7 percent IN 2015 AND 2.4 percent IN 2016

MR. AIKEN:  And then similarly in the response to 3-VECC-18, you have provided -- I believe this is based on your equation you are using for the forecast but with different employment growth figures.  And you provided the bottom line numbers for 2015 and 2016.  Can you provide, again, tables 3-5, 3-6, and 3-24 based on that response?

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

MR. LANNI:  And that will be undertaking JTC1.14.

UNDERTAKING NO. JTC1.14:  TO PROVIDE TABLES 3-5, 3-6, AND 3-24 BASED ON THE RESPONSE TO 3-VECC-18

MR. AIKEN:  You will be happy.  That's the extent of my equation questions.

MR. BACON:  Thank you.

MR. AIKEN:  But I do have one more on the response to 3-Energy Probe-26.  This is other revenues.  And in the response to part (c), I had asked for how you forecast the amount for 2016 in account 4360, and account 4360 is a loss on disposition.  And I see the numbers you have provided there, and my question is:  Why are there no proceeds shown?  And it might be the best way to explain that to me is:  What are these individual assets that you are disposing of?

MS. AMOS:  The assets being disposed of are vehicles at the end of their useful life, and there are no cash proceeds.  These will be donated to Conestoga College.

MR. AIKEN:  Mr. Rubenstein is whispering in my ear.  What's the value?  In other words, what's the tax receipt you are going to get, I guess, for the donation?

MS. AMOS:  In the PILs model, we reflected $21,000 in 2016.

MR. AIKEN:  Okay.  Those are my questions on Exhibit 3.

MR. RUBENSTEIN:  If I could just follow up on the last question.  You misinterpreted my whisper.  What's the value of the -- instead of scrapping the vehicles, you are donating it.  What's the value -- do you have an estimated -- an idea of what the scrap value would have been?  Ballpark?  What is the range we are looking at here?

MR. WILKINSON:  So the 21,000 reflects the market value to sell those used vehicles as is in their current condition.

MR. RUBENSTEIN:  Thank you.

MR. LANNI:  Mr. Rubenstein?

MR. RUBENSTEIN:  I have no other questions on this exhibit.

MR. GARNER:  I have only one question, and Mr. Aiken asked you about this just a few minutes ago, but I am not clear I understand the response.  This is a response to VECC 52.  And in this, you made the change where you added the large user class to the CDM allocation, and I think what I understood from your response to Mr. Aiken was the actual LRAM amount hadn't changed, so if you were to go back to Exhibit 4, page 112, the sums in that table don't change for the total LRAM claim, LRAM DA claim.  Is that right?

MS. AMOS:  That is correct.

MR. GARNER:  Okay.  So in order to understand the allocation, wouldn't you -- you would need to make some changes to table 4-59 just below that, wouldn't you?

MS. AMOS:  Excuse me.  Can I just correct that?  Sorry, I just want to correct that.  The total LRAM -- the total LRAM total did change with that adjustment.

MR. GARNER:  Okay.  So table 4-58 does change, then; right?

MS. AMOS:  That's correct.  And it's reflected in one of the -- I haven't got the interrogatory number right now.  Excuse me for a sec.

On page 386 of the combined interrogatory responses, you will see the changes there that are highlighted in pink.

MR. GARNER:  Okay.  And then just if we scroll -- I don't have it in front of me.  If we scroll down, do we see, then, table 4-59, that table has been adjusted also?

MS. AMOS:  Yes.

MR. GARNER:  Okay.  And then 4-60, which is just below that, did you provide all three tables?

MS. AMOS:  Yes.

MR. GARNER:  Great.  Okay.  Thank you.

MR. LANNI:  Mr. Walker.

MR. WALKER:  No.  We are good with this exhibit.  Thank you.

MR. LANNI:  Okay.  So final exhibit.

MR. AIKEN:  Sorry, can I just go back on Exhibit 3?

MR. LANNI:  Absolutely.
Follow-Up Questions by Mr. Aiken:


MR. AIKEN:  Following up on what Mark was asking you, which was a follow-up on what I was asking you, but what I was asking you was about your 2016 forecast of CDM.  In your original forecast, you had no CDM forecasted for the large use customer; now you do, and it's based on the programs that are targeted for that customer, and in total, your CDM hasn't change for the year, all the rate classes?

MS. AMOS:  Sorry, just to clarify, I'm not -- was the question:  Did we adjust the CDM in the load forecast, and, if so, did the total CDM kilowatt hours change?

MR. AIKEN:  Yes.

MS. AMOS:  The total kilowatt hours -- the CDM adjustment in the load forecast did not change.  It only changed in, with the two classes, their actual values.

MR. AIKEN:  Right.  Yes.  Okay.  We are saying the same thing.
Questions by Ms. Scott:


MS. SCOTT:  Okay.  Just one question on 3-Staff-105, which was an update to actuals for 2015.  And from what I can see, it appears that, based on actuals to June 30 for kilowatt hours, you are actually tracking higher than you had forecasted?

MS. AMOS:  Only three rate classes are presented here in kilowatt hours.  The remaining classes are -- the remaining classes are shown in kilowatts.

MS. SCOTT:  But, sorry, I am comparing the 310595.  If I double that, get 621, and compare that to the 609, are they comparable?

MS. AMOS:  For those three rate classes.  However, that's not total system kilowatt hours.

MS. SCOTT:  Right.  Yes.

MS. AMOS:  Yes.

MS. SCOTT:  But just as a result of this, did you look at making any changes to your 2016 forecast?

MS. AMOS:  No, because when we looked at July and we looked at the total kilowatt hours purchased between July of 2014 and July of 2015, July of 2015 was actually less than July of 2014.

MS. SCOTT:  So you are expecting to keep on the trend of what you have done.

MS. AMOS:  That's correct.

MS. SCOTT:  Okay.  And the only other question that I have follows up on 3-VECC-17, where they asked you to rerun the information with the model you had used in your previous cost of service, and the question, I guess, was why, if I look at that, the R squared looks better than the adjusted R squared.  What was the reasoning, then, behind abandoning that model and moving to a new model?

MR. BACON:  The reason was mainly we looked at it, and actually what we did when we started off, because in the area others had been using the employment variable for the economic indicator, so we actually replaced GDP with the economic employment variable, and then we started from there.  And then when we had that, the customer variable and the employment variable were actually correlated 98 percent, and we know we can't have any multicollinearity.  Anyway, that's another issue.  So we took -- we decided to take customer out and leave in the economic variable because it was more economically indicating.  I guess that's a proper term.


And at the end of the day, it gave us a better result, and the result that the load forecasts we have before us now, or that we are proposing, produces a result which is consistent with history, which is actually -- even the weather normalization information that was in 3-Staff-96, it's fairly consistent with that as well.  So that's essentially the reason why we went with the one we have.  It produced the results that seemed to be more reasonable.

MS. SCOTT:  And the variable employment, Kitchener Waterloo Cambridge, that's the one where you took the average over the past few years and put it forward?

MR. BACON:  Correct.

MS. SCOTT:  There is not a -- but the variable that you took out that was being replaced by that one, that was the Ontario GDP?

MR. BACON:  GDP, yes.

MS. SCOTT:  And that one, my understanding, you can get a forecast, like an independent forecast of, can you?

MR. BACON:  Well, the way they would typically do it in the models that I am involved with is we take the Ontario budget information or the fiscal economic -- economic fiscal information, and we take the GDP out of that and use it as a forecast.

MS. SCOTT:  So that's what Randy is asking you to do.

MR. BACON:  Right.

MS. SCOTT:  Okay.  So we will have that in the undertaking.  Great.  Thanks.

MR. LANNI:  Mr. Aiken, you are up.
EXHIBIT 4

Questions by Mr. Aiken:


MR. AIKEN:  Moving on to Exhibit 4.  My first question is in the response to 4-Staff-114.  And the response there indicates that the charge for smart metering monitoring service and base station is a new charge in 2016.  So first of all, can you confirm that there is no such charge included in OM&A prior to 2016?

MS. AMOS:  It's a new charge since 2011 cost of service.  There were previous years that would have had these charges in it.

MR. AIKEN:  Can you provide what those charges would have been in those previous years?

MS. AMOS:  We can do an undertaking for that.

MR. LANNI:  We will mark that the as undertaking JTC1.15.

UNDERTAKING NO. JTC1.15:  with respect to 4-Staff-114, TO PROVIDE WHAT THE CHARGES WOULD HAVE BEEN IN THE PREVIOUS YEARS.

MR. AIKEN:  Was this function being done by somebody else?

MS. AMOS:  It is a new charge that wasn't previously done.  It's as a result of the installation of the smart meters.

MR. AIKEN:  Well, that's the part that's confusing me.  If it's a new charge, how could there have been costs in previous years?  Unless they were internal costs that now a third party is charging you for.

MS. AMOS:  I will clarify that the software -- these fees were paid to the software provider in years prior to 2016.  They started -- I would have to look up.  They started in 2012 or 2013.


MR. AIKEN:  Then why is it a new charge in 2016 if you had been paying it in previous years?


MS. AMOS:  It's -- I would have to look to see whether it was a reference to the cost driver table that the comment was made for.  It's a new cost in comparison to what we had in the 2011 cost of service.


MR. AIKEN:  Oh, okay.  I understand now.


MS. AMOS:  Yes.


MR. AIKEN:  Next question:  4-Staff-116.  And I am specifically looking at the table in response to part (b).  And can you explain why there are no costs allocated to capital in the test year when in previous years the amount has been steady at about $133,000?


MS. AMOS:  Are you referring to the 2006 to 2010 time frame?


MR. AIKEN:  Well, no, if you look at 2011 through 2014 -- sorry, through 2015, it is $133,570.


MS. AMOS:  The way that Waterloo, up until IFRS was implemented, calculated this charge is that they included it in their payroll burden.  So, therefore, some of the costs went to OM&A; some went to capital; some went to third party.  So when we answered the question to say how much of the cost went between OM&A and capital, we have the splits at that point.


MR. AIKEN:  And that allocation is changing in 2016?  You are not allocating anything to capital?


MS. AMOS:  That's correct.  The new requirement is that it has to all go to OM&A.


MR. AIKEN:  Now, if the Board were to determine that OPEB should be recovered on a cash basis, what is the reduction that Waterloo is suggesting is appropriate?  Is it the $176,000 shown in the first table in the response to part (b) or the $240,000 shown in the second table?


MS. AMOS:  At this point, we haven't given consideration to the actual numbers that we would recommend.  The one point that we were trying to illustrate was that the one line says, "Amounts included in rates," and it was our concern that capital -- that if you follow -- that capital was assumed to have been recovered fully in the year, in the year that it was actually capitalized.  That was the concern that we were addressing at this point.


MR. AIKEN:  Could you undertake to provide what amount would be recovered or would be included in the revenue requirement on a cash basis versus what you are proposing?


MS. AMOS:  Can you please clarify that for -- cash basis for which year?


MR. AIKEN:  Well, for the test year, 2016.


MS. AMOS:  In 2016, there will not be any capital portion.


MR. AIKEN:  No.  But I am talking about, if the revenue requirement included recovery of OPEBs on a cash basis rather than on -- I assume it's the accrual basis that you have been using.  So what would be the difference in the revenue requirement for 2016?


MS. AMOS:  We would have to take an undertaking for that.


MR. LANNI:  And that undertaking will be JTC1.16.

UNDERTAKING NO. JTC1.16:  To advise what the difference would be in the revenue requirement for 2016 if the revenue requirement included recovery of OPEBs on a cash basis


MR. AIKEN:  My next question --


MS. SCOTT:  Sorry, can I just follow up with that --


MR. AIKEN:  Sure.


MS. SCOTT:  -- because I did have a question on that.  My understanding was that, if it was on a cash basis, it would be the 215,973, and our question was sort of what was your rationale for collecting more than that in your revenue requirement in 2016?  Because you were asking for an excess of -- well, depending which way you did it, 176 or the 240.  That was what you were asking for in your revenue requirement; yet what you needed to pay out was only the 215.


MS. AMOS:  Sorry, we just had a clarification.  The 215 would be the amount that would be included in the revenue requirement.


MS. SCOTT:  Sorry, is that the total amount, the annual premiums paid?  Is that the amount that's included in the revenue requirement?


MR. SINGH:  I will try this one.  If we were -- to answer your question, Ms. Scott, if we were to do this on the cash basis, right, it would be the 215,973, which is the actual cash benefit paid out or expected to be paid out in 2016.  If we were to do this on an accrual basis, which is what we have in our application, it would be the 391,999.  So the difference would be the 176.


MS. SCOTT:  Right.  Okay.  Does that answer your question too?


MR. AIKEN:  It does except I had made the comparison with the 176 in the first table and the 240 in the second table.  But what I am hearing is that it's the first table.  The 391,999 is what's actually in the revenue requirement.


MR. SINGH:  That is correct.


MR. AIKEN:  Or is it the 456,017, which is shown in the second table?


MR. SINGH:  No.  It's the 391,999.


MR. AIKEN:  Okay.  Then that answers that undertaking.


MS. SCOTT:  And just to finish my question, so it's only because you are using the accrual method that you are asking to collect that amount?


MR. SINGH:  That is correct, Ms. Scott.


MS. SCOTT:  Okay.  Thank you.


MR. AIKEN:  Yes, that gets rid of that undertaking.


MR. VELLONE:  We are going to scrap 16.  It has been answered.  The other way we can do it is we will just file a response that points to the transcript.  It's up to you.


MR. AIKEN:  It doesn't matter.


MR. VELLONE:  Just leave it.  We will just point to the transcript where it's answered.


MR. AIKEN:  My next question is on the response to 4-Energy Probe-30 and 32, and this deals with the breakdown of the property taxes.  And the 311,000 shown in the response to 4-Energy Probe-30 is broken down into two parts of which 130,000 was put in the building burden, and that -- the answer goes on to say that Waterloo does not have the breakdown of the allocation to each cost area.

And then in the response to 4-Energy Probe-32, the interrogatory states that table 4-57 shows the amount of property taxes included in the 2011 Board-approved revenue requirement was 311,000.  And so my question was:  Please explain why the cost driver reflects the removal of only 223,000, which was the actual property tax expense in 2011, and it refers me back to the previous question.

And my bottom line question is:  Would the $223,000, the actual amount included in 2011, be a reasonable estimate of what was included in OM&A in the Board-approved forecast?

MS. AMOS:  In the board forecast, as stated in Energy Probe 30, directly in OM&A was the 180,793.  The equivalent amount in the 2011 for OM&A, ignoring the building allocation, was the 223,281.  In both the test year and in the 2011 actual, there were costs that were allocated to the burden, which would have been split between capital, operating, and third-party billing.

MR. AIKEN:  Let me run that back.  The 180,793 is what was included in the approved 2011.  The actual was the 223 amount, and the 130 wasn't really identified as a property tax; it was included in other OM&A in the Board-approved numbers.

MS. AMOS:  That's correct.

MR. AIKEN:  Okay.  That's fine.  Then 4-Energy Probe-31, can you just confirm that account 5685 is for fees paid to the IESO?

MS. AMOS:  I believe in the application the actual description of the account would have been given.  I don't have the exact description of US of A 5685 right in front of me.

MR. AIKEN:  Would you take that subject to check and we avoid an undertaking?

MS. AMOS:  So it's on the screen in Exhibit 4, page 9.  The account that we have used is described as independent market operator fees and penalties.

MR. AIKEN:  Okay.  And then my next question is on the response to 4-Energy Probe-33, and my question here relates to part (b), which I don't believe was fully answered.  I'd asked for a breakdown of when these smart meter disposition costs were actually incurred in 2012 and previous years, and the response says that all costs were basically incurred pre-2012.  So my follow-up question is:  What is the amount of the 277,681 that was actually incurred in 2011?

MS. AMOS:  I would have to take an undertaking to give you the specific numbers in 2011.

MR. LANNI:  We will mark that as undertaking JTC1.17.

UNDERTAKING NO. JTC1.17:  TO PROVIDE THE AMOUNT OF THE 277,681 THAT WAS ACTUALLY INCURRED IN 2011

MR. AIKEN:  Next question is 4-Energy Probe-34.

MS. AMOS:  May I go back and just clarify?

MR. AIKEN:  Sure.

MS. AMOS:  Are you -- I believe one of the other interrogatories asked if there were any smart meter expenses in -- are you asking 2011 cost of service or 2011 actual?

MR. AIKEN:  2011 actual.

MS. AMOS:  The disposition of smart meters did not occur until 2012.  All of the smart meter expenses would have been included in the deferral account.

MR. AIKEN:  I understand that, but you have got in there a cost driver of 277,000 for disposition of previous year costs in 2012.

MS. AMOS:  Correct.

MR. AIKEN:  And what I am looking for is what proportion of that 277,000 was actually incurred in 2011.

MS. AMOS:  Even though it was in the variance account?

MR. AIKEN:  Yes.

MS. AMOS:  That's fine.

MR. AIKEN:  My next question is on 4-Energy Probe-34, and this is an accounting question, which I am not sure I understand because I am not an accountant.  Am I correct that -- when I look at the response in the table on part (a) -- and I am going to do this by an example because it's the only way I can even attempt to think about this.  In 2011, for example, Waterloo North included $28,602 in OM&A expenses that were not paid and then determined years later that it would not have to pay, and that's why the amount -- we have the adjustment of the $296,000 in whatever year you made that adjustment.  Is that basically how this works?  You booked it as a cost and then found out it was not going to be an expense?

MR. SINGH:  Mr. Aiken, you are correct.  The amount of 28,602 was included.  We didn't pay it.  We actually ended up reversing it.

MR. AIKEN:  Okay.  So you reversed it, I assume, in 2012 or whenever you found out you didn't -- you weren't going to be paying anything for 2003 through 2011.

MR. SINGH:  That is correct.

MR. AIKEN:  Okay.  My next question is on 4-Energy Probe-41 and 42.  One is for 2015; one is for 2016.  And this is a tax question.  And my understanding of the responses are that most of the capital expenditures for computer software are system software for computers, and for CCA purposes, instead of being a CCA Class 12, you have put them in Class 50; is that correct?

MS. AMOS:  That's correct.

MR. AIKEN:  So can you explain to me the difference between system software and regular software?  And I have put in here my notes -- I don't know whether this is even relevant -- but Windows operating system versus Excel or Word.  Is that basically what we are talking about?  The same type of comparison?

MS. AMOS:  The Class 50 additions were system software for the AS400 computer equipment, which was considered the system software as a component of that versus what goes -- Excel, that goes into Class 12.

MR. AIKEN:  So it's really operating system software goes with hardware, and the add-ons goes into software?

MS. AMOS:  That's correct.

MR. AIKEN:  And can you also confirm that there is no impact on the depreciation expense because your rates for computer hardware and computer software are the same, your depreciation rates?  I think they are both over five years.

MS. AMOS:  I can confirm that.  It is five years for both.

MR. AIKEN:  Okay.  And then my last question on Exhibit 4 is 4 Schools 42.  This is a table that shows the vacancies measured in FTEs for 2011 through 2015.  How many of the FTE positions have been forecast to be vacant in 2016?

MR. SINGH:  Mr. Aiken, at this point in time, based on known requirements or expected requirements, we are not forecasting any vacancies.  We are forecasting to fill these positions when they become vacant.

MR. AIKEN:  Thank you.  Those are my questions on Exhibit 4.
Follow-Up Questions by Mr. Rubenstein:


MR. RUBENSTEIN:  I only actually had one question left.  If I can ask you to turn to 4-VECC-30, just two questions on this interrogatory.  In part (a), you were asked to provide a table showing the corporate objectives, targets which were used for incentive pay, and you provide a response, and I am going to summarize here.  You are essentially saying that they are aligned with your corporate strategic plan, and then they focus on the -- they list a number of the metrics.  So when we are talking about the corporate strategic plan and these metrics, are we talking about the strategic key performance indicators that were provided in -- which we looked at earlier in attachment from 1-SEC-2?  Is that the objectives we are looking at?

MR. SINGH:  Mr. Rubenstein, this's part of it.

MR. RUBENSTEIN:  So let me back up for a second and ask you to help me explain.  For your incentive pay, first they are all set on corporate targets.  There is no -- are there individual targets as well?

MR. GATIEN:  No.  The targets are corporate targets.  I am going back thinking over all them -- I believe all of them are corporate targets.  We may each have individual pieces to contribute, but it's a corporate result.

MR. RUBENSTEIN:  All right.  Then if we look down the list, what exactly are you measuring with respect to health and safety?

MR. GATIEN:  Health and safety is -- are we not only ensuring that there is no injuries, but are we ensuring that there are programs for promoting good health and safety are in place, and are we meeting some of the different requirements of the Occupational Health and Safety Act?

MR. RUBENSTEIN:  And then for system reliability?

MR. GATIEN:  System reliability is how we do in the reliability numbers.

MR. RUBENSTEIN:  So are we talking SAIDI?  SAIFI?  All of them?  Is it a composite?  I was wondering:  Maybe the best way is if you can -- I want to understand:  Since these are for corporate targets, so they are not set individually, what are the targets and what are the measures for each of them and then how does it work?  Is it 10 percent is health and safety metric?  20 percent is system reliability?  How exactly does this work?  I assume there is some document obviously that someone has.

MR. GATIEN:  So we have not advanced to the point where we have points per each one of the different targets.  What we really are looking at is are there a number of initiatives that cover all of these different things, and the incentive is based on how we did overall in meeting the targets that are here in the various areas, so it is really is a combination of all of them is.

MR. RUBENSTEIN:  So it's -- well, at the end of the year, if I am an employee that would be subject to the incentive pay system, how exactly do I know objectively that I am getting the right incentive?

MR. GATIEN:  It's a valuation of putting all of those things together and saying. "Have you, on balance, achieved the majority of the objectives or all of the objectives that we were looking for?  And if you weren't able to achieve them, what were the issues involved?  And did we put the right programs in place, execute on the right things in place, and we may not have obtained the result we were looking for?"


An example being we may have done all the right things that we are looking for in trying to reduce numbers on the reliability of our system; however, if you look at the storms that hit us, for example, in 2013, we were doing the right things.  We did not get the reliability numbers because of the amount of abnormal weather systems that came through.  So there would still be something given towards that because the things we said we were going to do to reduce outages, we executed on those programs.

MR. RUBENSTEIN:  Let me put it this way:  If you don't meet a target and there is a belief that there is a rational reason why you didn't, who is making the determination that that is an appropriate reason, and then how exactly do you determine the effect of that?

MR. GATIEN:  So it starts with my position and the board.  So if the board believes that corporately we didn't achieve the target and that there was no good rationale to say why we didn't achieve the target, then there would be a reduction in the incentive pay, and then I would similarly percolate that down through the executive positions.

MR. RUBENSTEIN:  If we turn to the second page, one of them is competitive rates.  What is that measuring?

MR. GATIEN:  So, again, that's the one that we have spoken about where we are expected to ensure that the programs we put in place maintain us with competitive rates with the three utilities that are in the area, and that is what we are looking for the total bill to be within the 10 percent.

MR. RUBENSTEIN:  Now, in Part C you were asked to provide us the percentage awarded from total possible incentive pay for each of 2011 through 2014.  And in your response, you put:
"The following percentages of gross pay were awarded from 2011 to 2014."

That seems to me a different -- you are answering a different question.  So I read this, your response, as saying -- I will give you an example.  In 2011, of the people who are eligible for the incentive pay, 5 to 14 percent of their gross pay was incentives for different people.  Am I correct?

MR. GATIEN:  Yes, that's correct.

MR. RUBENSTEIN:  So what's the maximum in each of those years that could be awarded?

MR. GATIEN:  So the maximums allowed would be the 15 percent is the maximums allowed.  There was an extra amount that was allowed in 2012, and that was the year that we were expected to bring in our building on budget and on time, which we did.  We moved into the building during the week that we initially had said we would move into it back in 2008, and then we were given something extra from the board that year for the amount of extra work that was done to make sure we still ran the business and got the building done and got everybody moved.

MR. RUBENSTEIN:  Now, the problem with looking at, let's say, 2014, 12.5 to 15 percent, is I don't know.  Was it one person was at 12.5, and everyone else was at 15 percent?  I don't want to, again, ask for individual amounts that were paid out to individuals, but are you able to provide us what the total possible amount for all of the employees who would be eligible, the value that they could have received in an aggregate sense, and what the totem paid out would have been to those employees?

MR. GATIEN:  I guess I will probably have to ask some clarification from my legal counsel on that before we get to there.  I do have a question, though.  The totals that are here are well below the materiality threshold when I put them in aggregate, so is this something that is relevant to spend a fair amount of time on to sort through this, when I take the total of those positions and I am below the materiality threshold?

MR. RUBENSTEIN:  The reason I ask this is less about the actual dollars being spent, but it goes to trying to understand the -- incentive pay has two effects.  One, it's a cost obviously, but it also helps drive performance, and I am trying to understand, if everybody is getting 15 percent, right, or if it's very close to what the total amount is, it would seem to me, then, from a customer's perspective, that you are not setting your targets -- the corporate objectives are not tough enough, and you are not driving the outcomes that you want.  That is more of what I am trying to understand here.

MR. GATIEN:  I am going to be careful because I am walking a fine line here, Mr. Rubenstein.  I think, if I understand it right, you are trying to determine is everybody at that 15 percent level, and without getting into specifics, I can tell you that everybody is not.  I can tell you that a majority is not.  So I don't know if that helps you enough.

MR. RUBENSTEIN:  I just don't know if they are at 14 versus 12.5, and I don't -- and I understand why -- I don't want to sort of go further down having that discussion for obvious reasons.

MR. GATIEN:  Yes.  That is my concern of where we are going.  It's not based on one simple thing, and it generally is a compilation of up to about 10 items.  I have seen as few as six but as many as 10 items, and it's really -- I think for me to say that we are all at 15 percent or 14.5, it would be incorrect.  To say they are all at 12 percent, or whatever it is, the lower end of the target, would be incorrect also.  It's a spread in between.  So I don't know if that helps enough.

MR. RUBENSTEIN:  You said 10 items.  What are you referring to?

MR. GATIEN:  So when I look at each of these different things, there may be one or two specific items that we are asked to make sure that we get done in any one given year, and that will flow through the different work programs that we are trying to get done.  There may be years where successful union negotiations are part of getting that done.  There was a year where getting the building complete, on budget, and on time was an item.  Getting everybody moved on time was an item.  So it can vary through these things, but it is a spread across a number of things to say we want to make sure that you are performing against the targets that are in the scorecard, and there may be some additional things on top of that in given years.

MR. RUBENSTEIN:  All right.  Well, I have asked the question.  I am not -- I leave it to you if you are going to undertake to provide it or not.

MR. VELLONE:  So I think there is an attempt to respond to the question without providing the undertaking.  Is that sufficient, or are you still...

MR. RUBENSTEIN:  It's not sufficient.  I think your answer actually goes to a second question, another undertaking I was going to ask, but to the first.

MR. VELLONE:  Can you restate the question that you want to have answered?

MR. RUBENSTEIN:  Well, I am trying to understand with respect to the information in part (c) if you could provide the aggregate dollars that could have been awarded in incentive pay and the aggregate dollars that were awarded.

MR. VELLONE:  For which years?

MR. RUBENSTEIN:  For 2011 through 2014.

MR. VELLONE:  I think we can give that undertaking.  It might end up being filed in confidence depending on how many employees' data we are talking about.  Even aggregating it might not be good enough.  But we will look at it.

MR. LANNI:  Okay.  That will be Undertaking JTC1.18.
UNDERTAKING NO. JTC1.18:  To provide the aggregate dollars that could have been awarded in incentive pay and the aggregate dollars that were awarded

MR. RUBENSTEIN:  The other part and the sort of other undertaking I would like -- and this is only for 2015 -- I would be interested in seeing what the -- what the actual components of the incentive pay are, what the actual measures are for 2015, and what the targets are.

MR. VELLONE:  So I think that's another undertaking.  That one for sure is going to be filed in confidence, it sounds like.

MR. LANNI:  Then that will be Confidential Undertaking JTC1.19.
UNDERTAKING NO. JTC1.19 (CONFIDENTIAL):  To provide the actual components of the incentive pay, what the actual measures are for 2015, and what the targets are

MR. RUBENSTEIN:  I just want to be clear.  It's their position that it will be confidential.  It may very well be.  I have no idea what we are looking at here.  So I am not -- as I accepted at the beginning.

MR. VELLONE:  We will provide rationale.

MR. RUBENSTEIN:  That's fine.

MR. GARNER:  Can I just interrupt and ask:  I'm getting a little confused as to what the undertaking is.  Is the undertaking that's being requested being confidential is the numerical number or the second part of what Mr. Rubenstein was asking for, which is to understand what the 2015 objectives and metrics are?

MR. VELLONE:  The one that we are flagging right now is JTC1.19 is the measures and targets, from my understanding.  And the rationale for the confidentiality is going to be it relates to a single identifiable individual.  So that is the easy answer, the metrics tied to specific employees.

MR. RUBENSTEIN:  You said one, and that is why I...

MR. GARNER:  Just so I am clear, the position of the utility is that it's confidential what your goals are for this year for the utility, let's say, to improve reliability, whatever it is.  Those are confidential?  Is that what we are getting to?

MR. VELLONE:  Give me an opportunity to take a look at the actual materials that are going to be filed in the undertaking response, and we will put our rationale in writing.

MR. GARNER:  Fair point.  Thanks.

MR. RUBENSTEIN:  Those are all my questions.
Questions by Mr. Garner:


MR. GARNER:  Mr. Rubenstein has gone through all of the questions I had on that issue.  I had a number of similar issues.

So the first thing I would like to ask is in respect to 4-Staff-119, and this is a question that asked you how many FTEs you had to date, and you had put down in there 132.88.  And actually my question isn't about the response.  It brought me to -- when I was doing my checking on the interrogatory responses, it brought me to Exhibit 4, page 47, Appendix 2-K, and I realize I didn't understand something in that table which actually provides FTEs for Bridge 2015 of 120.4, and there was an explanation in there about why you have 120.4 in that table, but I believe it's 133.1 in the table below it.  But after reading it, I realized I wasn't -- I didn't understand why there were differences in those two tables of 12 FTEs, and can you help me understand that?

MR. GATIEN:  I believe we are going to need an undertaking for that.  We are trying to do this on the fly.  We think we understand the numbers, but we would rather do an undertaking for this.

MR. GARNER:  Yes.  Okay.  That's fine.  I think I have a suspicion of where it is, but you go ahead and confirm where that comes from.  Now, while we are on the issue of -- oh, sorry.

MR. LANNI:  Can I mark that as an undertaking?

MR. GARNER:  Yes, sorry.  Pardon me.

MR. LANNI:  That would be Undertaking JTC1.20.
UNDERTAKING NO. JTC1.20:  TO EXPLAIN WHY THERE ARE DIFFERENCES IN THE TWO TABLES OF 12 FTES

MR. GARNER:  Thank you.  Now, the next question I would like go to is 4-VECC-29, where we asked you about the incremental 3.5 people in billing and settlements and what their incremental responsibilities were, and you referred us back to the evidence on the increase in billing and collections settlement, et cetera, but I have to admit I reread that section thinking I must have missed the explanation about the 3.5, but I went through it again and it may be -- and I am sure it is -- my inability to digest this, but I don't see a clear explanation to me about why you needed 3.5 more people in the billing and settlement area.  And, I mean, you are welcome to look through that part of the evidence, but what I am wondering, if you can just tell me today, you have 3.5 new people in billings and settlements since 2011.  Can you tell me what those new people are doing that needs to be done now that wasn't done before?

MR. SINGH:  Mr. Garner, at a very high level, without getting into details, this is since 2011 to date.  Smart meters, with the implementation of smart meters and the whole settlement aspect of that function, the time of use billing that we are now billing rather than reading and billing our customers once every two months.  We are gathering meter data every day and editing that data every day and managing that smart meter system.  We are also looking at going to monthly billing as opposed to for most of our customers.  E-Billing is something we have taken on since 2011.  And there are also some new responsibilities around increased retailer activity, low-income customer activities that we are doing, and also some of the microFIT customers that we are now handling that we didn't back in 2011.

MR. GARNER:  I understand there might be new things.  I am still trying to understand.  The billing and collection settlement, is that a department of the utility?  Is there a room with those people in it, so to speak?

MR. SINGH:  That is correct.  It is a department.

MR. GARNER:  Okay.  And how many people were in that room, so to speak, in 2011?

MR. SINGH:  Mr. Garner, back in 2011, we were still in the old building, and that is one of the reasons why we needed a new building:  to accommodate new functions and new businesses that we are doing.

MR. GARNER:  The use of the room was obviously a poor analogy, then, for me to use.  In the sense that there was a group of people at the utility that you identified in this billing and collections department, I am really trying to understand.  There are now 3.5 more people.  And, of course, we can get into what a half a person is doing, but there are 3.5 more people, and I am really trying to understand who are these 3.5 people.


Is it a computer guy?  Is it a clerk on the phone or a person on the phone?  I mean, you have added a substantial number of people to a department, and what size was that department before?  Maybe it wasn't substantial.  Maybe there were -- yes, that's why I am saying:  How many people were there before, and now how many people are there now?  The only thing I know is there are 3.5 more people than there used to be.

MR. SINGH:  Mr. Garner, in 2011, we had 9.5 FTEs.  For 2016, we are proposing 13.  As far as the actual positions, one of them is actually a technical position.  It's a settlement analyst.  The others are billing function positions, clerks.

MR. GARNER:  Like billing clerks?

MR. SINGH:  Yes.  Right.

MR. GARNER:  Okay.  Thank you.  Now, the reason I am pursuing this issue is one of the things that we always look at -- my client looks at is the incremental responsibilities since your last application, and we do recognize smart metering has caused new functions.  The difficulty I have with the evidence right now or where I am trying to get to an understanding is right now in four places, 4-Staff-114 -- you will have to bring them up -- 4-Staff-124, and 4-VECC-32, I have three different figures going around as to what the incremental cost of the smart metering function is inside the utility.  And I think the best response I got was in 4-VECC-32, so if we can just bring that up and use that as one, and if we need to, we can go to the other two.


But let me just tell you what I am trying to do.  I am trying to say that, in 2011, before you were doing smart metering, you had billing and collection costs and metering costs to read the meters.  Now you clearly have less meter reading costs.  There is not a person reading meters.  But unfortunately, your nomenclature I think uses the concept of meter reading costs to encompass some of the new costs that have happened, so I am a little bit confused.  But what I am trying to do is say, okay, now in 2016, what are the costs, the incremental costs, associated with the smart metering?  So they would be like the AMI costs, as you might just describe to me, some clerks, et cetera.  So in this response, I have three figures of 140, 201, and 207.  And I am wondering:  Those aren't the same as some of the other figures, for instance, in 4-Staff-124 that talks also about the incremental costs of metering.


In your view, what is the figure I should be using to say, if you compared us to 2011, today we have this type of incremental cost now because of smart metering?  Would it be the 207 that you are saying represent those costs today and that they were the year after you put in smart metering the 140, which is in the first bullet point?  So I am trying to figure out what were the new costs and then how those costs have escalated since they have occurred.  Right?  There are two different things happening.

MR. SINGH:  Mr. Garner, I believe the amount you are looking for is $183,000, which is just the incremental cost.

MR. GARNER:  And where do you get that figure from, please?

MR. SINGH:  That is on page 432 of the responses.

MR. GARNER:  Just below, the figure below.  Now, when I read that, 183 was a little bit different.  So I guess I had read that as that may have been a cumulative cost.  You are saying that's an annual cost increase?

MR. SINGH:  That is correct.

MR. GARNER:  Okay.  Okay.  Then I will change to 4-VECC-26.  In 4-VECC-26, we asked you how you -- if you went from monthly billing -- changed to monthly billing, how that would -- how you calculated that that would reduce your bad debt charge.  And you gave us an explanation about, I think, a bit about the bad debt, but what I didn't really understand in this explanation was why your bad debt charge would be reduced when you go to monthly billing.  I am going to tell you right off the bat.  I don't mind that result, but, in fact, I have just seen another utility doing exactly the same thing who has told us exactly the opposite of what you have just told us, which is, in fact, their bad debt is going up as they go to monthly billing, which may have surprised me.  So maybe I just want to understand your -- why would -- why would bad debt costs go down just as a principle when you go to monthly billing?

MR. SINGH:  Mr. Garner, on a bimonthly billing, where we are right now, the average customer's bill is about $150 a month.  A two-month bill would be $300.  By the time we find out that that customer is going bad and there is a risk of non-payment, the amount is larger to be written off.  By going to a monthly bill, you know sooner -- sorry by billing the customer monthly, you are billing for $150.  The due date is much sooner.  So it would make sense just from a theoretical point of view that you should be reducing bad debts.

MR. GARNER:  Great.  And I agree and will highlight that excerpt for my next case, so...

MR. RUBENSTEIN:  Sorry, can I just get a follow-up just to make sure I understand what you are saying?  The bad debt is decreasing in your view because you know about it sooner or because they are smaller amounts for people to pay?

MR. SINGH:  It's both.  We know about it sooner because we are now contacting them on a monthly basis, and the amount is half.

MR. RUBENSTEIN:  All right.

MR. GARNER:  I believe those are the remaining questions I had of section 4.  I am just quickly going through this.  I believe they are.  Thank you.  Thank you very much, panel.

MR. LANNI:  Mr. Walker, do you have any questions?

MR. WALKER:  We are good with Exhibit 4 as well.  Thank you.

MR. LANNI:  Board Staff?
Questions by Ms. Scott:


MS. SCOTT:  Just a couple.  It involves a number of IRs but really is focused on the table that is in -- the table 4-7, the cost driver table.  And I just wanted to understand because I had a number of questions.  I think one was about the new building and the decrease in energy costs and water costs, and I think the answer was it doesn't -- you have included those, but you don't show -- you haven't shown them on the drivers.


I had another question where I was asking about admin costs, and you said cost drivers are outpacing savings.  Again that sort of doesn't show up.  And I also notice that there are things that have less than 10,000, so it's not a materiality question, but how did you decide what went on this cost driver table and what didn't go on this table I guess is a place to start?

MS. AMOS:  When we were preparing the cost driver table, basically we were looking for variances between the opening and the closing balances, and these were things that certainly came up.  It may be a function that some of them were put on because the previous years had been an item that happened in one year and no longer occurred in the other.  It could have been -- in some cases, it could be that there is material variances in three of the five years, so, for continuity, all five years were provided.

MS. SCOTT:  So would you agree that not all the upward cost drivers are shown nor are all the savings actually shown?

MS. AMOS:  Below materiality?

MS. SCOTT:  Well, and I guess, I mean, there are things that are shown at -- I think they are at, like, $10,000 and that, so that is why I thought materiality did not have an influence on your --


MS. AMOS:  No.  It wasn't chosen just from a point of view of small dollar amounts.  If the small dollar amounts were in, they typically had a rationale for being in there. However, are there any material amounts that are not shown here?  I don't -- at this point, I can't say that the there are any that -- the material amounts were included on the table.

MS. SCOTT:  So the utility savings from the new building were not material.  Is that...

MR. SINGH:  Ms. Scott, our response on the building -- actually, I would like to clarify that.  Where we said we had savings, what we actually mean to say is that we don't have cash savings.  It's efficiency savings we have got in the new building.  The new building is more than twice the size of the old building.  On a square foot cost, the new building is much more efficient than the old building.  So if we had built the new building the same size using the same efficiencies for utilities, you would show a 50 percent savings.

MS. SCOTT:  And that applies to anything for that new building --


MR. SINGH:  That applies to all the utilities:  heating, cooling, lighting, water.

MS. SCOTT:  Okay.  Thank you.  Energy Probe 35, they ask you to update your year-to-dates for OM&A.  And you're tracking a bit below.  If I double that and look at what your forecast for the year is, are you making any changes to your -- have you changed anything in your 2015 OM&A budget based on actuals?

MR. SINGH:  No, Ms. Scott.

MS. SCOTT:  Okay.  Thank you.  Just a question about FTEs too, 4-SEC-41, and they asked you about why your actual FTEs was always lower than the Board-approved, and the answer was that you were using contractors or students. And I would presume that students and/or contractors, when taken all in with benefits and everything, cost less than permanent FTEs; is that a safe assumption to make?

MR. GATIEN:  Ms. Scott, no, that's not an assumption you can make.  Some of the contractors are ones that are replacing tradespeople or skilled engineering people, and they are not at a cheaper rate.

MS. SCOTT:  And of the 8.25 FTEs that are forecast for 2016, are any of those planned to be students or contractors?

MR. GATIEN:  That's correct.  Some of them will be contractors in that group in 2016.

MS. SCOTT:  But you don't price them any differently -- when you do your budget, do you decide beforehand whether they are going to be students or contractors or do you -- does that not matter?

MR. GATIEN:  For the ones that we know about, yes, we price them differently because we know that we may have to carry them for the year, so we do price them according to their price as opposed to a proxy price in our budget.

MS. SCOTT:  Sorry, so if you have a full vacancy and you are not sure if you are going to hire somebody or hire a contractor, would you price that differently -- or use three co-op students, would you price that differently?

MR. GATIEN:  So perhaps maybe I can just take a moment and explain how we use the contractors.  We certainly plan to have people in place in the skilled areas, so the skilled trades, specifically in some of the technical areas prior to somebody retiring.  On occasion, we have somebody who decides to leave and go for more money to another utility, so we have somebody in midstream that, all of a sudden, we have to replace, so what we have to end up doing is bring in somebody in as a contractor, and we will use them until we get an apprentice up to the appropriate level or we can find the appropriate skill to replace them. Does that help answer that?

MS. SCOTT:  Thank you.  I think that's --

Follow-Up Questions by Mr. Rubenstein:


MR. RUBENSTEIN:  Can I just ask a follow-up just in terms of terminology when you are using the term "contractor" in this context?  I just want to differentiate between a -- are you talking about contractors or a contract employee?

MR. GATIEN:  In this case, it's contract employee.

MR. RUBENSTEIN:  Okay.  Thank you.

MS. SCOTT:  Yes.  And that's what I meant, yes, sorry.

MR. LANNI:  I think those are the questions, absent any remaining issues.  I just want to remind parties that discussions for settlement come --


MS. SCOTT:  Are we not going to the other exhibits?

MR. LANNI:  Oh, I'm sorry.

MR. VELLONE:  We should probably just walk through the balance of the exhibits just to make sure no one else has any other questions.

MR. LANNI:  I was under the impression -- just to close this off.

MR. VELLONE:  So we are through Exhibit 4.  Any -- do you want to do a break now and then come back or...

MR. LANNI:  Sure.  Yes, let's do that.  Let's reconvene at 3:30.  Thank you.
--- Recess taken at 3:19 p.m.
--- On resuming at 3:33 p.m.

MR. LANNI:  We are back on air, and we are at Exhibit Number 5.  I will go through the intervenors and if anyone has any questions, please fire away, and we will do that for the rest of the exhibits.


MR. AIKEN:  I will do Exhibit 5 and, if you don't mind, I will do Exhibit 6 at the same time.


MR. LANNI:  It's up to the applicant, but that's fine by Board Staff.

EXHIBIT 5
Questions by Mr. Aiken:


MR. AIKEN:  Exhibit 5.  If you can turn to 5-Energy Probe-47?  The response indicates that Waterloo has considered replacing the shareholder debt with commercial debt.  And my question was -- or is, was any analysis done?


MR. SINGH:  Mr. Aiken, no, there was no analysis done because there was no interest to do so from the shareholders.


MR. AIKEN:  What, if any, is a prepayment penalty associated with the shareholder loan?


MR. SINGH:  There is no penalty, it's subject to mutual negotiations.


MR. AIKEN:  Okay.  My second question on Exhibit 5 is 5-VECC-42.  And in this response you indicate that you have -- you do have a $10 million loan at an interest rate of 3.43 percent.  So my question is, will you undertake to provide an update to table 5-3 in the original evidence for 2016 only that reflects the May 18th, 2015, CIBC loan for $10 million at a rate of 3.43 percent?


MR. SINGH:  Yes, Mr. Aiken, we will undertake to do so.


MR. LANNI:  That will be undertaking JTC 1.21, thank you.
UNDERTAKING NO JTC 1.21:  TO PROVIDE AN UPDATE TO TABLE 5-3 IN THE ORIGINAL EVIDENCE FOR 2016 ONLY THAT REFLECTS THE MAY 18TH, 2015, CIBC LOAN FOR $10 MILLION AT A RATE OF 3.43 percent.


MR. AIKEN:  And then my question in Exhibit 6 is 6-Energy Probe-49.  I will just read in what my request is.  Is that:

"Based on any corrections, changes or updates that may result from the technical conference questions, please update the response to the interrogatory including the provision of the revenue requirement work form and the electronic form."

MR. GATIEN:  We will take that as an undertaking.


MR. LANNI:  That will be JTC 1.22.
UNDERTAKING NO. JTC 1.22:  BASED ON ANY CORRECTIONS, CHANGES OR UPDATES THAT MAY RESULT FROM THE TECHNICAL CONFERENCE QUESTIONS, PLEASE UPDATE THE RESPONSE TO THE INTERROGATORY INCLUDING THE PROVISION OF THE REVENUE REQUIREMENT WORK FORM AND THE ELECTRONIC FORM.


MR. AIKEN:  Those are all my questions on 5 and 6.


MR. LANNI:  I see Mr. Rubenstein shaking his head. Mr. Garner?  Mr. Walker?


MR. GARNER:  No, as anticipated, Mr. Aiken covered my questions.


MR. LANNI:  Do we need a break?  No, I am just kidding.

[Laughter]


MR. LANNI:  We can move to Exhibit 7, and I know there are some questions there.


MR. AIKEN:  I have one question on Exhibit 7, and it deals with response to 7-VECC-44.  As I understand the question and the answers, is that Waterloo does perform work related to the provision of services -- service assets, non-residential service assets. But am I correct that you do not have anything in rate base for non-residential service assets?  In other words, they are owned by the customers?


MS. AMOS:  Services are only provided for the residential customers in rate base.


MR. AIKEN:  So then the response to part (c), is the reason they are not included in general plans is because there is nothing to include; is that correct?


MS. AMOS:  That is correct.


MR. AIKEN:  And then my real question is on the response to part (b), and that's the OM&A.  Because I understand when you do work on these services, you do not bill the customers directly for work on the assets that they own.  So my question is, how do you allocate the costs related to work related to the provision of service assets for the non-residential customer classes if they are included in OM&A and not billed directly to the customers?


MS. AMOS:  In the cost allocation model, as they're only capital cost attributable to the residential class, only the residential class would be charged for those OM&A costs.


MR. AIKEN:  I guess that's my question, then.  Why aren't these costs directly allocated to the rate classes that the work is being done for? And maybe I should ask the question:  What is the level of costs incurred in the typical year for servicing non-residential service assets?  Like are we talking 10,000 a year or 100,000 a year?


MR. GATIEN:  Mr. Aiken, I apologize, I think we have got to make sure that we have got the first question answered correctly. I think we had some confusion on that. In servicing non-residential customer classes, Waterloo North Hydro will, in some cases, have assets in providing that service and the customer may have assets in providing that service. Waterloo North Hydro works only on our assets, and the customer works on their assets.  So I think we answered (a) incorrectly. We do perform some work, but it's not on the assets that the customer owns, it's on the assets that Waterloo North Hydro owns. Does that change the questioning, then, for the rest of it?


MR. AIKEN:  Yes, because then I assume that on the rate base side there are service assets that are allocated to the non-residential customer classes if you own some of those assets?


MR. GATIEN:  I think in the interests of time, Mr. Aiken, we are going to do an undertaking to clarify that we are describing the assets appropriately and any services that may or may not be provided in looking after those assets.


MR. AIKEN:  All right, thank you.


MR. LANNI:  Thank you, and we will mark that as undertaking JTC 1.23.
UNDERTAKING NO. JTC 1.23:  FOR THE COST ALLOCATION MODEL, CLARIFY THAT WE ARE DESCRIBING THE ASSETS APPROPRIATELY AND ANY SERVICES THAT MAY OR MAY NOT BE PROVIDED IN LOOKING AFTER THOSE ASSETS.


MR. AIKEN:  And that's my question.


MR. LANNI:  I think it's over to you, Mr. Walker, unless...


MR. WALKER:  If I could just draw your attention to 1-E2-1. The response was as it relates to the number of LU customers in 2009, there was an LU customer.  Can you confirm that that customer is still a customer of the utility?


MR. SINGH:  Mr. Walker, yes, we can confirm that that customer is still currently a customer.


MR. WALKER:  Thank you.  Did you have to move them to a new feeder or a new supply as a consequence of their movement out of the LU category?


MR. SINGH:  No, we did not have to.


MR. WALKER:  How did you account for the assets associated with servicing that specific customer, then, from the LU class to whatever class they moved into?


MS. AMOS:  In the 2011 cost of service, we took the data, that was the data that was applicable to the other customer, and transferred it into the over 50 class, and only left one large user's remaining information as the large user.


MR. WALKER:  Were any assets transferred with that?


MS. AMOS:  In the cost allocation model, it's not specific assets that are identified, it's done through demand.  And in the load forecast, we ensured that the appropriate data was reflected as only one.  It's not a physical transfer of the assets, it's the way that the model allocates the cost.


MR. WALKER:  Thank you. In section 3, you do a fine job of explaining how the HOEP and global adjustments are charged.  I just wanted to confirm that that was -- that you are not using the university's actual cost of power or that you are using their contribution factor associated with their global adjustment charges as a Class A consumer?


MS. AMOS:  Can you clarify your question for me, please, in which specific area?


MR. WALKER:  Well, the cost of power, as you are aware --


MS. AMOS:  In the cost of power, there are no costs that are recorded.  Let me step back. In the cost of power, the global adjustment forms part of the cost of power rate that's used in the cost of power calculation.


MR. WALKER:  Right, which is the same rate and application as for all customers; correct?


MS. AMOS:  There is a difference between time of use customers and RPP customers.


MR. WALKER:  Is there a difference between Class A and Class B customers?


MS. AMOS:  Not in the cost of power.


MR. WALKER:  Thank you. And, similarly, the cost of power is associated with the HOEP or the -- sorry, the actual cost of the wholesale power is provided through the IESO, that's based on the net system load shape of the utility as opposed to the actual load profile of the university?


MS. AMOS:  The rates that we used in the cost of power estimates are from the Navigant report which is dated in October of 2014.


MR. WALKER:  Thank you.  Yes, you have answered my question: Not specific to the university, thank you. If I could then draw your attention to 2 E2. My folks were having a lot of difficulty finding where these references were from talking about the revenue to cost ratios, and we couldn't find in the application where that came from. And we are hoping that you could sort of direct us to where those specific percentages are calculated or referenced?


MS. AMOS:  Alyson, can you pull up the combined document, please?  I believe under exhibits for 1-Staff-1.  I am looking for the cost allocation.


MR. WALKER:  You are just trying to make me feel better.


MS. AMOS:  Perhaps if you do the bookmark and if you go down to the attachments? I am looking for the actual, there is four schedules for the cost allocation model that are attached.


MR. BACON:  Alyson, can you try and do a search on sheet "01"?


MS. AMOS:  Go to the bottom.  I would suggest go to the bottom and scroll back up.  It would be attachment, it's under -- it should be under 1...  We are getting closer.  Okay we are very close. If you can see the one that says "O1", revenue to cost, please. There it is.  Okay.  So if you could -- thank you. This is a revised one that was included with the interrogatory response.  Okay. So you will see that there is the very -- the second from bottom line says "revenue to expense data scroll percent".  It has now been adjusted to 76.87 with the changes that were made in the interrogatories, but that's a result of the cost allocation process, the cost allocation models where it determines the revenue to cost ratio for each rate class.


MR. WALKER:  Okay, and that's in the revenue tab of the cost of service application?


MR. BACON:  It's in the cost allocation model tab, sheet zero-1.


MS. SCOTT:  It's actually O-1, for "output".


MR. BACON:  O-1, sorry.


MS. SCOTT:  That is why it didn't come up.
EXHIBIT 8

Questions by Mr. Walker:

MR. WALKER:  My next question actually is associated with Exhibit 8.  Do you want me to just ask it?  Okay, thank you. If I can refer you to 2-E2-3, incorrectly referencing Exhibit 7, it should have been referencing Exhibit 8. In responses (i), the last bullet, talks about the cost of power and global adjustment are a very large component of the total bill, includes these charges in its total bill impact. I just wanted, again, to confirm that we weren't using the university's actual cost of power, it is based on its Class A and specific load profile?


MS. AMOS:  Sorry, can you please clarify the question?  You are in Exhibit 8?


MR. WALKER:  I am sorry, Exhibit 8, just 2-E2-3, and the responses to 2-E2-3, it's (i), and it's the last bullet.


MS. AMOS:  Again, are you confirming that the global adjustment that's included in the large user rate impact schedule is the rate that we were given from the Navigant report versus the university's specific Class A rates?


MR. WALKER:  Correct.


MS. AMOS:  And it is correct, it is the rates that are derived from the Navigant report.


MR. WALKER:  Thank you. The second response speaks about the total bill impact, and we buy an awful lot of power, as you can imagine, so unfortunately our cost of power significantly overshadows the cost of the distribution rates.  So I apologize for beating up on you guys so much, we have much bigger issues associated with the actual cost of power and the global adjustment. Is there anything in the context of how the calculation is made, and let's make the assumption we were to put -- we were to go to a retailer, have the retailer supply us with power at whatever rate we pre-determined.  Is that going to impact how you would calculate the impact to our bill under the proviso, if you will, that our contracted rate with our retailer is confidential and therefore you wouldn't be privy to it?


MS. AMOS:  In terms of calculating the bill impact sheet specifically for the large user, the methodology that's used now would not use your specific cost of power that you would pay to a retailer.


MR. WALKER:  Thank you. Response 3.  You have identified for us that there was another LU customer in the rate category in 2009.  We were wondering if you would take it as a take-away knowing what the capital associated with that specific customer was, and rerun the scenario where you now had two LU customers in that rate category and to provide us with an impact analysis on what that would do to us? So our supposition here, just to give you some insight, is that by the very fact we have only one customer in this large user rate category, that we are bearing a disproportionate amount of the rate rider costs.  And I appreciate that it's a prescriptive model, as we have chatted about in the past.


However, what we would like to do is have some sort of understanding as to whether or not this is a correct hypothesis or not? We have messed around the model ourselves, however our assumptions would be subject to scrutiny.  So, you know, we are wondering if you would, as a take-away, put that customer back into the LU category, their capital costs associated with that, and let us know what the bill impact would be?


MR. VELLONE:  So you are asking Waterloo North Hydro to rerun the cost allocation model making an assumption, no one is going to concede the assumption is true, the assumption is that the customer that has moved into the general service class somehow requalifies as a large user, so moves back, move their demand data back, I guess make all the corresponding adjustments, rerun the model and see what comes out; is that what you are asking for?


MR. WALKER:  If it's possible.


MR. VELLONE:  I will let my witnesses speak to whether it's possible.


MR. BACON:  I will start and please fill in as I go here. I don't think we can do it.  We could move all the data, it might -- move all the number of customers, and load, and all that kind of data, but we don't have the costing data, the additional costing data associated with doing that to actually include that into the run.  Because I am assuming that you just don't move one customer -- you don't move a general service less than 50 customer to large user class without having a cost impact, which we don't know what that is.  That is my concern.


MR. WALKER:  Are you -- sorry, just a follow-up question, are you referring to the capital costs associated with that or the OM&A costs associated with servicing the same customer that's not physically having to be moved to another feeder or changed? I promise the next one is a lob ball.


MR. SINGH:  Mr. Walker, the question you are referring to is really a hypothetical situation because that customer, currently their demand is less than 5,000 kilowatts.


MR. WALKER:  I appreciate that.


MR. SINGH:  The cost allocation model, the main driver is load.  The existing LU customer we have right now, their load has increased significantly where it's playing a major component as to their cost.  So even if we were to hypothetically add two, or let's say a new customer approached us tomorrow, so I am putting in a plant, my load will be 5,000 kilowatt-hours.  Right?  And we did that scenario.  It would not -- it will change very little because the driver is really demand. The customer who uses more of a system, the way the model works, gets allocated more of the cost of the assets.


MR. WALKER:  Despite the fact that there has been no change in the actual asset value servicing that customer?


MR. SINGH:  That is correct.


MR. WALKER:  But you would suggest that potentially adding more customers could change the allocation?


MR. SINGH:  Minimally.  It would be very little impact, minimal impact.


MR. WALKER:  So I am probably not going to get redress on this is what you are telling me?


MR. GATIEN:  We will do an undertaking for Mr. Walker, we will create some hypothetical situation and the customer that was there before all of a sudden increases their load significantly for a year so that they move to the other class, we will try and recreate something if we can for him and come up with some type of hypothetical.


MR. VELLONE:  Maybe what we will do is articulate some assumptions that we will have to make, inevitably, to run it, but we will articulate that in the response as well.


MR. GATIEN:  We will articulate that in the response, we will show what the assumptions are and we will undertake to do something hypothetical to see what it looks like.


MR. WALKER:  It would be greatly appreciated, thank you very much.


MR. LANNI:  We will mark that as undertaking JTC 1.24.
UNDERTAKING NO. JTC 1.24:  CREATE HYPOTHETICAL TO PUT CUSTOMER BACK INTO THE LU CATEGORY, ARTICULATE ALL THE ASSUMPTIONS, RERUN THE MODEL, AND ADVISE AS TO WHAT THE BILL IMPACT WOULD BE.


MR. WALKER:  Thank you.  And, seriously, the last one is a lob ball. The same interrogatory, first response, you direct us to Appendix 2 (w), and if I could ask you to flip to Appendix 2 (w), bill impacts.  We just have a question about one of the rate values, and just needed to understand that.  And any time you want to recalculate this, it seems to keep moving in our favour, so by all means. Sweet, thank you, that's it. So on the deferral variance account disposition rate rider.  In the proposed rates, it's .3182 dollars per KW.  Inside that actual cell, if you will, in the Excel spreadsheet, it's 1.0723 minus 0.7541.  Can you just give me a sense of where those numbers came from?  It's different than the other rate classes and it's different than it was filed previously.


MS. AMOS:  The second part of the equation was minus 0.7541; is that correct?


MR. WALKER:  I believe so, yes.


MS. AMOS:  The change was done in response to one of the Board Staff's interrogatories in that originally in the bill impacts the rate riders that were effective May 1, 2015, were not recognized in the bill impacts sheet and the fact that they will still be, they will still be in effect on January 1st, 2016. So the first number, which I don't have the model, the first number would be the current rate rider.  And then it's subtracted the .0751, which would be the rate rider that would still be in effect from May 1, 2015, to April 30th, 2016.


MR. WALKER:  Understood, okay, thank you.  So that was the principal driver for the $10,000 a month reduction in costs, okay. Thank you, that's -- I am done.


MS. AMOS:  Can I make a note? It was discovered that if you look on down a few lines where it says "line losses on cost of power", that the rate showing for 2015 is .0750.  The same rate should be shown in 2016. Unfortunately, and I don't have the Excel model up, it somehow is a zero.  It should be the same -- it should be recalculated based on the new loss factors.


MR. WALKER:  That doesn't strike me as good news. Oh, while we are actually looking at this.  Why is there a low voltage service charge applied to your 27.6 kV customer?


MS. AMOS:  The low voltage charges are charges that we pay to other utilities, and I will leave it to my colleagues for the technical reasons. But at this point, we pay low voltage charges to the other utilities and in order to pay them, we are required to have a rate rider to apply to our customers in order to pass through the costs.


MR. WALKER:  Can you contextualize what a low voltage charge is for?


MS. AMOS:  Dave can.


MR. WILKINSON:  The bulk of our supply we get through transformer stations that are directly connected to transmission lines.  We do have some small supplies around our boundary where we are an embedded customer to an upstream LDC, such as Hydro One or Cambridge and North Dumfries Hydro, and those low voltage charges are the charge we pay to host LDC for the delivery service to our boundary.


MR. WALKER:  Is that specific to the university, that case?


MR. WILKINSON:  No, it is not.


MR. WALKER:  Thank you.  I am done.


MS. SCOTT:  Just to add to Chris's correction, I think, then, if you have to change your 3760, no?  That is kilowatt-hours then, is it, the 3760?


MS. AMOS:  We will do an undertaking to look at both the rate and the kilowatt-hours.


MS. SCOTT:  Okay, probably a good idea.


MR. LANNI:  We will mark that as undertaking JTC 1.25.
UNDERTAKING NO. JTC 1.25:  "LINE LOSSES ON COST OF POWER", RECALCULATE BOTH RATE AND THE KILOWATT-HOURS FOR 2016, BASED ON THE NEW LOSS FACTORS.


MR. LANNI:  Board Staff has no questions on Exhibit 7 or 8. Anyone on Exhibit 9?

EXHIBIT 9
Questions by Mr. Aiken:


MR. AIKEN:  I have one question on Exhibit 9.  It's 9-Staff-150.  And I can't believe Staff had 150 questions, but... The response indicates that Waterloo is not requesting a deferral account for missed metre related costs. Has the Board-approved a generic account for missed metres? And if yes, will Waterloo be using this account or is Waterloo not going to use the account, any account, for missed related costs because apparently they are not material?


MS. AMOS:  When we reviewed this, we looked at what the cost to replace the missed metres was and determined that it was included in 2015 and '16.  And at this point we hadn't -- so that is why we had said that we wouldn't request the deferral account. It is my understanding that there is a generic board-approved deferral account.


MR. AIKEN:  And would you be using that generic account for 2017 and beyond?


MS. AMOS:  My understanding is that we don't have any cost forecast for the missed metres in 2017 and beyond.


MR. AIKEN:  Okay.  That was my question.


MS. SCOTT:  Just looking at 9-Staff-146, and I know these amounts are not material, but just for my own education, And this is the retail service charges and the variance accounts. And so for 1518, I understood what you said, but I didn't understand the last line with the same amount forecast in US of A 4082 retail services revenue.


MS. AMOS:  The US of A requires that you record in both the -- on the expense side and on the revenue side -- the same amount with the variance going to the US of A 1518 or 1548.  It's the lesser of cost or revenue that's what's required through the Accounting Procedures Handbook to be recorded.


MS. SCOTT:  I do know some utilities who have put both the revenue and cost into the variance account, but that was probably incorrect. And then for the second one, the 1548.  No incremental costs for this account, so you just absorb what --


MS. AMOS:  That's correct, there is no incremental cost.


MS. SCOTT:  And my last question is on 9-Staff-148.  And this is where you are sort of settling up the sale of the building.  And I was not involved in the settlement, so but my understanding is you agreed that you would pay back over three years the 1500, and then settle up what the actual costs were after the fact. One question first, the taxes is not the -- it is not property tax, right?  That's the impact of --


MS. AMOS:  That's correct, it's not property tax.


MS. SCOTT:  What is your feeling about giving back 1500 and now going back to them and saying sorry, that wasn't, because -- and mainly because the clean-up costs were so much more?


MR. SINGH:  Ms. Scott, I appreciate your concern for our customers.  At the time, back in before filing, at settlement, this was an amount that we negotiated that we would give back to our customers based on the clean-up costs of $1.5 million.  We estimated we would have that amount, which is 75 percent. Unfortunately because of the clean-up costs being what it is, it is 1.2, so it's an unfortunate situation that we funded more to our customers, but it is something beyond our control.


MS. SCOTT:  So when you were in the settlement conference at that time, you didn't are have an idea what clean-up was required; is that?


MR. SINGH:  Not to the full extent, no.


MS. SCOTT:  Okay, I think those are all my questions.


MR. RUBENSTEIN:  I just sort of had a final undertaking that I could ask.  This is more with respect to preparation for the settlement conference. The first thing would be, if there are any further updates to the revenue requirement work form that need to be made, if that could be provided before the settlement conference so that we are working from a proper starting point? I would also ask if you could provide -- there are always, and there is in this case, a number of IR responses that don't -- with respect to deferral and variance accounts and cost allocation that you have agreed to make changes or you have said that there should be changes but don't affect the revenue requirement.  I was wondering if you could just provide a list of all those interrogatory responses or technical conference undertakings or whatever they would be that amend the original application, just in a list, so that we get a sense of what is changing from what you originally sought in the application.


MS. AMOS:  Is this amending from the original application or from our interrogatory responses?


MR. RUBENSTEIN:  This would be from the original application.  So if there was a change to -- just as an example of something that just came up, that there was a change to the rate riders calculation and you reference it in an interrogatory response just so we have all -- everything that is changing together so we know we are all coming from the same place.


MR. LANNI:  I think that dovetails a little with Randy's JTC 1.22, the first part at least.


MR. RUBENSTEIN:  That I don't remember, sorry.


MR. LANNI:  We will mark that, I guess, as one taking.  So that will be marked as JTC 1.26.

UNDERTAKING NO. JTC 1.26:  BEFORE THE SETTLEMENT CONFERENCE, PROVIDE ANY FURTHER UPDATES TO THE REVENUE REQUIREMENT WORK FORM THAT NEED TO BE MADE.  AND, TO PROVIDE A LIST OF INTERROGATORY RESPONSES OR TECHNICAL CONFERENCE UNDERTAKINGS THAT CHANGE ASPECTS OF THE ORIGINAL APPLICATION THAT WOULD NOT BE REFLECTED IN THE REVENUE REQUIREMENT WORK FORM.

MR. GATIEN:  If I might, I just want to clarify, you started one way and ended up the other.  So what you are looking for with the undertaking is you just want a list of the IRs that have made some changes to the revenue requirement from the original application?


MR. RUBENSTEIN:  No, no, there is two parts. One would be to provide an updated revenue requirement work form that takes us to where we are, which I understand Randy asked for. And the second part is if you could provide a list of interrogatory responses or technical conference undertakings that change aspects that would not be reflected in the revenue requirement work form, so changes to cost allocation, deferral and variance accounts, all those sorts of things.


MR. GATIEN:  All right, thank you.


MR. RUBENSTEIN:  The things in the revenue requirement are in the tracking sheet.


MR. GATIEN:  I think we understand that one, thank you.

Procedural Matters:

MR. LANNI:  Mr. Vellone, you have a draft issues list, and I wonder if, I just wonder if you want to have a discussion as to what the next steps for that might be?  I know it's due to the Board August 27th, or a proposal is due to the board.


MR. VELLONE:  We typically do it by e-mail.  I am fine doing it that way, if that's okay?


MR. LANNI:  Okay, yes.


MR. VELLONE:  Just fire an e-mail around to the crowd, and we will all send our comments back.


MR. LANNI:  Given the settlement conference, of course, is September 3rd, so I presume undertaking responses will be provided within a time frame that's helpful to the intervenors?


MR. VELLONE:  We will do our best.


MR. LANNI:  Okay.  If there are no further issues, we can end today's technical conference and not have to reappear tomorrow.  Thank you, everybody.


ALL:  Thank you.

--- Whereupon the conference concluded at 4:22 p.m.
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