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Wednesday, September 9, 2015
--- On commencing at 9:34 a.m.

MS. HELT:  Good morning, everyone.  My name is Maureen Helt, and I am counsel with the Board.  We are here today for the technical conference of PowerStream's application for electricity distribution rates for the period from January 1, 2016 to December 31st, 2020.  This technical conference was ordered by the Board through Procedural Order No. 1, dated July 10th, 2015, and is scheduled for today and, if necessary, tomorrow.

Before we go into appearances, I would just like to address a couple of administrative matters or procedural matters.  You will note the witness panel -- I am sure many of you have been here before, but there is -- the console in front of you, you will note that there is a green button by each of your microphones.  Ensure that when you answer a question the green light goes on.  That will indicate that your microphone is on and that the court reporter can hear you, as this proceeding is being transcribed, and it is also on air and being broadcast.

The microphones work in tandem, so if you turn your microphone on, it will also put on the microphone for the person next to you.  However, if you turn it off then the microphone for the person next to you also goes off, so you will figure that out easily enough.

The other matter I would just like to address and remind parties of is that this is a technical conference.  It's not intended to be cross-examination on the evidence, but rather clarification of the evidence that is both in the application and in the interrogatory responses provided.

On that note, I think what we can do is start with appearances.
Appearances:


MS. HELT:  With me, I have Board Staff -- well, I will let Board Staff introduce themselves.

MR. DAVIES:  Martin Davies, case manager.

MS. BENINCASA:  Kelli Benincasa, analyst for electricity rates.

MS. HELT:  And also with me, I have a consultant from Metsco, Thor Hjartarson.

If I can other have appearances, please.

MR. GARNER:  Mark Garner, consultant with VECC.

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

MR. SIDLOFSKY:  James Sidlofsky, counsel to PowerStream.

MS. GIRVAN:  Julie Girvan for the Consumers Council of Canada.

MS. GRICE:  Shelley Grice for the Association of Major Power Consumers in Ontario.

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

MR. HARPER:  Bill Harper, consultant for VECC.

MS. HELT:  Thank you.

If there are no preliminary matters, and I understand from Mr. Sidlofsky there are not, perhaps, Mr. Sidlofsky, you would like to introduce your witness panel.
POWERSTREAM INC. - PANEL 2, OTHER ISSUES

Carolyn Young

Heather Clarke

Colin Macdonald

Geri Yin

Tom Barrett


MR. SIDLOFSKY:  Thank you, Ms. Helt.

On September 4th PowerStream filed a letter with the Board setting out the composition of two witness panels that they will present this morning. The first one we will be dealing with is what's referred to in that letter as the "other issues panel", and if I can just introduce the panel from my far left.

We have Carolyn Young, senior VP of finance for PowerStream; Heather Clark, director of corporate finance and reporting; Geri -- excuse me, Colin Macdonald, senior vice-president, regulatory affairs and customer service; Geri Yin, manager of rates and revenue; and Tom Barrett, manager of rate applications.

So this panel will be dealing with all issues other than the capital matters.

MS. HELT:  Thank you, Mr. Sidlofsky.

In terms of questions, I understand that Mr. Aiken is going to proceed first with his questions.
Examination by Mr. Aiken:

MR. AIKEN:  Thank you.  If I stray into any capital-related questions just tell me, and I will defer them to the second panel.

My first question is on the response to 1 Energy Probe 5.  So it's section B, tab 1, Schedule 4.  And in -- specifically about the questions in Part C and D, and I had asked about incremental costs and savings associated with the movement to monthly billing, and the response indicates that, no, there were none included in the forecast.

But am I correct that based on your updated forecast there are now costs associated with the monthly billing?

MR. BARRETT:  That's correct.

MR. AIKEN:  Okay.  Then if you go to section A, tab 1, Schedule 1, which is your application to update summary, right at the bottom of that page, under item number 2, you talked about the ongoing incremental OM&A costs, but right before that you say there is a capital costs associated with updating the billing system to adapt for monthly billing of residential customers, and it's a $3 million capital cost; can you tell me what that capital is being spent for?

MR. BARRETT:  There are program changes required to our system, a lot of different areas, but with different interfaces.  Everything now is constructed with our residential customers being billed every two months.

One example would be our equal billing plan, and the billing cycle, all those calculations have to be changed.  That's one small example.

MR. AIKEN:  But why would that be a capital cost and not an incremental OM&A cost?

MR. BARRETT:  Because it's programming.  We would capitalize programming changes, because they are going to benefit many periods, so they would be capitalized and written off over the life of the software.

MR. AIKEN:  Okay.  My next question is 1 Staff 19, so I am now in section 2.  And this had to do with adoption of the 7-and-a-half percent working capital allowance.  My question is, did PowerStream do a lead lag study?

MR. BARRETT:  No, we didn't.  We had started one back in 2013, and based on looking at that and some discussions with our consultant, we -- and some other internal issues regarding our new billing system just went live, it was decided to accept the Board's default value.

MS. GIRVAN:  Sorry, Tom, can you go a little closer to the mic?  It's hard to hear you, thank you.

MR. BARRETT:  Sure.  Sorry.  Yeah, so, no, we had initially -- we had never completed a lead lag study.  We had drafted one initially back sometime in 2010/'11, I guess it would be 2011/'12 for our 2013 application, and based on that data and some work with a consultant to do kind of a -- to get -- basically make a guesstimate, it was decided that the Board -- to accept the Board's default value.

Also, there was the issue of the timing and the difficulty of getting data because we have a new system that's really just gone live in recent months.

MR. AIKEN:  Okay, then I am moving on to 1 Staff 30.  And in the response to Part B on the second page, can you provide a forecast with the amounts paid for 2015 and '16 related to OPEBs?

MR. BARRETT:  I'm sorry?

MR. MACDONALD:  Mr. Aiken, just, I just want to make sure that you got the -- we re-filed this response.  Did you get the...

MR. AIKEN:  I don't remember seeing it, but --


MR. BARRETT:  It was filed on Friday.  I have extra copies here if anyone wants some.

MR. AIKEN:  Are the MAs replaced with numbers?

MS. HELT:  Tom, if you can speak into your mic.

MR. BARRETT:  I'm sorry, yes, we have some extra copies here.  They can be distributed.

MR. AIKEN:  Okay.  But --


MS. HELT:  Mr. Macdonald, can you let me know when that was filed?

MR. MACDONALD:  Friday.

MR. DAVIES:  I don't believe that update included those two numbers, did it?

MR. BARRETT:  I'm not sure.  Can I --


MR. MACDONALD:  I just wanted to make sure we have the latest that we are looking at before we answered the question.

MR. BARRETT:  So Randy, if I can get you to repeat the question, or perhaps you want to look at that first.

MR. AIKEN:  Sure, yes.  On your update here in table 2-1--30-1, in the amounts paid line, there is no forecast for 2015 and '16.

Can you provide a forecast for those two years for the amounts paid?


MR. BARRETT:  We can.  I may have it here with me.  Let me just check.  Yes, the forecast amounts from our actuary are 611,000 for -- sorry that's 2016, and 576,000 for 2015.


MR. AIKEN:  Okay, thank you.  Now if the Board were to determine that the OPEBs cost should be recoverable on a cash basis, would the allocation between OM&A and capital for the 611,000 be based on the same proportion as what you are showing there on the accrual basis?


MR. BARRETT:  I really can't comment on that, that's -- you know, this is based on our accounting, a cash basis that represents the cost of employees who are now retired. I am not sure how you would allocate that cost.

MR. AIKEN:  Well, would you undertake to determine an allocation of the 611,000 on the cash basis between OM&A and capital for the test year?


MR. BARRETT:  I am not sure I see the point in that.  I mean, there is Board consultation on this matter right now.

MR. AIKEN:  The point is we need to see the breakdown of OM&A and capital under a cash basis.

MR. BARRETT:  And, once again, I am not sure what basis we would do that on.  I am having a bit of difficulty understanding how I would compute that, because there is no relationship between our current cost and the cost -- the actual payout of costs that were incurred many years ago by employees that are now retired.

So I am having a hard time fathoming how I would go about doing that.

MR. AIKEN:  Well, other utilities don't seem to have that problem, so why is PowerStream?

MR. BARRETT:  I am just speaking to you as an accountant and a financial person.  I am not sure what basis would use to allocate them.  I could allocate them; you can always come up with a basis of allocation, but whether it makes sense or not is a totally different matter.

MR. AIKEN:  All right, I will move on.

MR. BARRETT:  I mean, we could allocate it in the same portion as you see these other figures here, how we would have allocated our budget amount.  I am just not sure what that means.

MR. AIKEN:  2 Staff 35.  Now, I take it that you plan to follow the spending plans in the DSP, is that correct,  for the five years?

MR. MACDONALD:  Mr. Aiken, this may be the first question that's for the capital panel.

MR. AIKEN:  Well, my question is more about what happens under a merger.

MR. MACDONALD:  I can try to address that.

MR. AIKEN:  Okay.  So if there was a merger that took place sometime over this five-year period, how would you deal with any potential changes in priorities of the new company in spending its capital?


In other words, are you still going to be following the DSP as part of the larger company?  Or how can you ensure that you would be following the spending plans that would be built into rates as part of a new company that may have different spending priorities?  Or can you?


MR. MACDONALD:  If the merger were to occur, I would anticipate that the predecessor utilities would act -- or be structured as what we have referred to at PowerStream as rate zones for some period of time.

That was the case after the original PowerStream merger, and it was case after the PowerStream Barrie merger.

I would think the core capital cable replacement, pole replacement, those type of things we’d continue in those rate zones.  There would be some synergies or marrying of IT systems, for example, so those may not continue through the five-year rate plan.


MR. AIKEN:  But it would be your belief that you would still follow the DSP as closely as you could?

MR. MACDONALD:  I would say to a large extent, because you still need to serve the customers in those rate zones, you still need to provide reliable service.  So I would think -- I would say largely, yes.


MR. AIKEN:  Okay.  Then my next question may be for the second panel, but it's 2 Staff 39, and this has to do with the peak load projections.


And my question is simply -- if you go to the very last page, I guess, you said that the CDM plan would realize 65 megawatts of net peak demand savings by 2020.

My question is has that -- has the CDM impact been included in the DSP?


MR. MACDONALD:  Yes, I believe it has.


MR. AIKEN:  Okay.  2 Staff 89; in this question, Staff calculated the difference between the ten-year plan and the DSP plan.  Your ten-year plan was completed in June 2013.  What is the date of the current DSP plan?  When was it completed?


MR. MACDONALD:  If one of my colleagues can tell me, we can put it on the record.

SPEAKER:  * I believe if you look in the main part of the rate application under the DSP, it's got a filed February 24th date -- subject to check; I will have to check.

MR. MACDONALD:  So February 24, 2015, Mr. Aiken?

MR. AIKEN:  Was that when it was filed or completed?

MR. MACDONALD:  Filed.

MR. AIKEN:  So my question was when was it completed.

SPEAKER:  Shortly before that.

MR. AIKEN:  And that was February 2015, the current year.

MR. MACDONALD:  2015, yes.

MR. AIKEN:  So given the significant changes that took place over these five-year periods, in less than two years would you agree that there could be significant changes the next time you do a DSP?


MR. MACDONALD:  Our observation is the -- a DSP is like any forecast.  The day it's completed, it will change. It's a very fluid, dynamic document.  So, yes, I agree, Mr. Aiken.


MR. AIKEN:  Okay.  My next question is on 2 Energy Probe 12, and I guess the question wasn't properly worded, and I’m speaking about part B.


But if you go back and look at the original table 4 -- or I guess my question is: Can you update tables 4, 5 and 6 in the original evidence or in the updated evidence, wherever the latest version is, so that the prior year OM&A starting point in 2015, which right now is 87,911,000 -- change that to the actual 2014 OM&A expenditures of 85,454,00 and then also adjust table 5, if there is any changes in the customer growth or the inflation forecast based on your updated evidence, and update table 6 to include the monthly billing change driver for OM&A?


MR. BARRETT:  We can undertake to do that.


MR. AIKEN:  Thank you.

MS. HELT:  That will be undertaking JTC 1.1, and that undertaking is in respect of 2 Energy Probe 12, part B, to update various tables 4, 5 and 6 for those matters that Mr. Aiken just set out.

UNDERTAKING NO. JTC 1.1:  In respect of 2 Energy Probe 12, part B, to update various tables 4, 5 and 6 for those matters that Mr. Aiken just set out

MR. AIKEN:  3 Staff 91 is my next question.  In the response to part B, you indicate that:

"In addition to processing a much larger number of bills, monthly billing will also require processing of many more payments.  PowerStream plans to undertake a review of payment types to determine the most cost-effective method for internal processing and the least costly to customers from both a cost and convenience aspect.  From these findings we will promote this method to customers."


My question is, have you built in any cost reductions based on your anticipated findings of the different payment methods?

MS. CLARKE:  We haven't undertaken this review as of yet, Mr. Aiken, so we plan to undertake it starting in 2016.

MR. AIKEN:  So you would agree that there would be cost savings over and above your forecast.

MS. CLARKE:  We're hope --


MR. AIKEN:  You just don't know what they are yet.

MS. CLARKE:  Exactly, yes.

MR. AIKEN:  Okay.  My next question is on 4 VECC 30.  And in the response to Part B right at the end, you say "as such there are no incremental costs related solely to water billing", so am I correct in the interpretation that you have used incremental costing and not fully allocated costing for the new CIS system?

MS. CLARKE:  Can you clarify that?

MR. AIKEN:  Well, you said there is no incremental costs that you have added to the water billing costs, but if you did that on a fully allocated costing basis, there would be.

MS. CLARKE:  What we are trying to say to the response to this question is that there was no cost related to the CIS associated with water billing, that it was solely related to electricity billing, and there was no additional changes to the system as a result of water billing.

MR. AIKEN:  And, to me, that means you are using incremental costing and not fully allocated costing.

MR. BARRETT:  I think the way I would characterize it is that we had fully allocated costing previous to this, and -- which was an approximation of market value, and really the fact that we've decided to change our billing system for billing electricity really has had no impact on the water.  They are still getting the same service.  There is really no benefit to them.  It wasn't driven by the water billing, and that the pricing that was in place is still valid.

MR. AIKEN:  But you would agree that the cost under a fully allocated basis would be higher, because you now have a newer asset that you are earning return on and depreciating, so your costs have gone up?

MR. BARRETT:  Once again, we are talking about allocations, and there are many different ways to do allocations.  My understanding is that the intent is that we should be charging market value.  There is no -- there is no benefit -- there is no -- if we charge more than market value we will not have the water billing contract to offset cost and benefit electricity customers.

MR. AIKEN:  So the question -- the answer to my question is you are using incremental costing because there has been no change, because there has been, in your view, no change in the incremental cost.

MR. BARRETT:  We have not changed the -- I would agree with you that we have not changed the costing as a result of the new billing system.

MR. AIKEN:  And what about the other costs that you have allocated to the water billing; is that based on incremental costing or fully allocated costing?

MR. BARRETT:  My understanding is that all the labour and those ongoing OM&A costs would be best estimation of actual cost, so that people that are dedicated to do water billing, their labour, benefits, everything is charged as part of the water billing cost.

MR. AIKEN:  What about things for, like, printing the bill?

MR. BARRETT:  Similar.

MR. AIKEN:  But how do you allocate your average cost?

MR. BARRETT:  I am not aware of the details, perhaps someone else.

MS. CLARKE:  We undertake a study that allocates all the costs associated with water billing, we look at the revenues associated with that, provide a markup, and that will ideally offset the costs associated with it.  The last study that was done on that was previous to the new CCNB system.

MR. AIKEN:  Has that study been filed on the record in this proceeding?

MS. CLARKE:  The last study that was done would have been done in 2011, and I can't speak to if it was filed as part of that rate application, but --


MR. AIKEN:  Can you file it as part of this application?

MR. MACDONALD:  It wasn't filed, Mr. Aiken, as part of this application, it was previously filed.  It was filed in the 2013 EDR, as I recall.

MR. AIKEN:  Can you file it in this application?

MR. MACDONALD:  I'm sorry, did we?

MR. AIKEN:  No, I said can you.

MR. MACDONALD:  Certainly.

MR. AIKEN:  Okay, thank you.

MS. HELT:  That will be Undertaking JTC1.2.

UNDERTAKING NO. JTC1.2:  TO PROVIDE THE STUDY REQUESTED.

MR. AIKEN:  And those are my questions, thank you.

MS. HELT:  Thank you, Mr. Aiken.

Mr. Rubenstein, would you like to go next?
Examination by Mr. Rubenstein:


MR. RUBENSTEIN:  Thank you very much.

First a few questions about the merger.  Has a merger agreement been reached between the four utilities?

MR. MACDONALD:  Not yet.

MR. RUBENSTEIN:  And when is that expected to occur?

MR. MACDONALD:  The merger agreement?

MR. RUBENSTEIN:  Yes.

MR. MACDONALD:  I would think it would be -- if it's reached it would be in this month, September.

MR. RUBENSTEIN:  Now, there is some interrogatory responses that talk about September 30th, I believe is the date, when consultations with the shareholders will finish --


MS. GIRVAN:  I think the word is "shareholder deliberations".

MR. RUBENSTEIN:  Shareholder deliberation.  Is that still on track?

MR. MACDONALD:  No, it's slipped slightly.  The proposal needs to go through the Board's holding companies, different committees of councils, and ultimately to the councils for approval, save and except for Enersource, which has one other shareholder.

When I answered that IR it was September 30th.  It seems now that it is creeping into October.  Those end dates will be sometime in October.

MR. RUBENSTEIN:  But the agreement has not been reached to date?

MR. MACDONALD:  The agreements are not finalized yet, as of today.

MR. RUBENSTEIN:  So it has not gone to the PowerStream board?

MR. MACDONALD:  Not yet.

MR. RUBENSTEIN:  All right, so there was a -- I am just referencing -- I saw a press release from the City of Barrie dated August 24th, and it had said:

"Of September 28th, 2015, Barrie Hydro Holdings will receive and consider a recommendation from the PowerStream board regarding the proposed merger with Enersource and Horizon and the purchase option for Hydro One Brampton."


So that hasn't occurred yet?

MR. MACDONALD:  That is -- the City of Barrie seems to be one example where things are staying on schedule.  The ones that seem to be slipping are Markham, Vaughan, and Hamilton, from the information that I have.

MR. RUBENSTEIN:  But this is in September 8th, so yesterday.  Barrie Hydro will receive and consider a recommendation from the PowerStream board regarding the proposed merger.  Has that occurred?

MR. MACDONALD:  Sorry, I don't understand the question.
MR. RUBENSTEIN:  Well, I will read again when it -- this is based on the August 24th City of Barrie press release, PowerStream merger decision time lines, and it says:

"September 8th, 2015, Barrie Hydro Holdings will receive and consider a recommendation from the PowerStream board regarding the proposed merger with Enersource and Horizon and the purchase option for Hydro One Brampton."


MR. MACDONALD:  I think that date has slipped as well. Actually, as I recall, the PowerStream shareholders sent out press releases, Markham, Vaughan, and Barrie, the same day, similar press releases, and I think that date has slipped, because the documentation is just not ready yet.  It's taking longer than we expected.

MS. YOUNG:  Yeah, we haven't gone to our board at this point yet, and the time lines did slip.  So I think in the press release that was the intention, but we haven't gone to our board and got approval yet as of today --


MR. RUBENSTEIN:  Has an agreement in principle been reached between the four LDCs?

MR. MACDONALD:  I would say, yes, that's true.  Like, not a written agreement in principle, but I think there is a -- this is an agreement to try to put everything together, yes.

MR. RUBENSTEIN:  Well, let me unpack that.  I recognize from there's no -- from what you are saying there is no final merger agreement, but is there a signed letter of intent, signed principles, that you will -- that you are going to translate into that document that -- and that's what you are working on?

MR. MACDONALD:  Actually, I think we are past that.  I think we really are trying to get all these agreements that are needed as part of a merger to get them finalized in the next number of literally couple of weeks, because we are trying to get it done by the end of September.

MR. RUBENSTEIN:  So there is some document that exists that you have agreed to setting out some of the broad essences of the agreement that you haven't written into the final --


MR. MACDONALD:  That's correct.

MR. RUBENSTEIN:  Can you provide that?

MR. SIDLOFSKY:  No.

MR. RUBENSTEIN:  Now, in your preparation -- well, first let me ask why.

MR. SIDLOFSKY:  Because the merger isn't relevant to this application, Mr. Rubenstein, there will be a MAADS application in relation to the merger, if there is a merger agreement reached.

MS. GIRVAN:  Can I just ask for clarification?  When we were at the presentation day, I believe there was some discussion about -- was it August -- or July 31st, or something about sort of a milestone in July?  I just wondered if that happened.

MS. YOUNG:  I think what's happened is we have, as you can imagine, several municipalities and boards to deal with.  We are still negotiating on some pretty significant items, and timelines have definitely slipped, actually a couple of times, for the approval of this merger.


Again, it's complicated and there are a lot of tax issues and structural issues that we have to agree on and now, you know, it's still getting the parties and getting final agreements together.

We haven't gotten to that point yet.  So definitely we were hopeful a couple of times that we would wrap this up earlier and we have just, you know, hit the milestone dates and we just haven't been ready.

MR. RUBENSTEIN:  Has PowerStream, or the consultants who are working on the merger for PowerStream, prepared financial analysis on what the merged entity would look like, cash flow analysis?

MR. MACDONALD:  Yes.

MR. RUBENSTEIN:  Can you please provide that?


MR. MACDONALD:  No.


MR. RUBENSTEIN:  And has PowerStream, or its consultants working for PowerStream prepared, either within that document or in that information, or separate from that a forecast of where savings could be achieved from?

MR. MACDONALD:  Yes.

MR. RUBENSTEIN:  And can you please provide that?

MR. MACDONALD:  We will provide that type of information if the merger is approved and proceeds to a MAADS application.  I would imagine that if it gets as far as a MADS application, all of those types of document would be provided.

MR. RUBENSTEIN:  Let me just unpack that for a second.  So it will be provided at a MADS application, or will be provided when there is a final merger agreement?

MR. MACDONALD:  Mr. Rubenstein, just to clarify, it will be as part of a MADS application to the Board.

MR. RUBENSTEIN:  Can I ask you to provide what you have now?

MR. SIDLOFSKY:  No.

MR. MACDONALD:  You can ask, but no.


MR. SIDLOFSKY:  Maybe I should have been clearer.  Yes, you can ask; no, you can't have it.

MR. RUBENSTEIN:  Thanks Jamie.  Let me just ask you about the DSP, a follow-up question from Mr. Aiken.

There was a discussion about, if there is a merger, will you follow the DSP and prioritization.  And I wanted -- one thing from seeing the Horizon case that had previously been approved and the Hydro One Brampton case, their DSPs -- the planning process for them is different for each of them.  They are not all the same.  Each of the utilities has their own take on planning processes.  You use a -- the C55 program is one of the methods.


So if the there is a merged entity, how -- really only -- I would assume only one of those high-level planning processes will be used, or it will be a combination of them.  How can you ensure that you will be doing the capital project that you set out in the DSP?


MR. MACDONALD:  When a merger occurs and --


MS. HELT:  Microphone?


MR. MACDONALD:  When a merger occurs -- and the most recent experience for me was the PowerStream/Barrie merger -- there are dozens and dozens of things that have to be integrated, billing systems, financial systems. And you’ve mentioned, Mr. Rubenstein, one example is how you do your capital planning.

I don’t think -- that's a day one job, but I would expect sometime after the merger -- it could be in year 2 or 3 -- the company would want to move to one methodology, because that is how you drive efficiencies out of the business.


I am not -- I am not sure how that would change the nuts and bolts of the plans that are in place because, as I mentioned to Mr. Aiken, we need to ensure there is a reliable system, replace old cable, replace old poles, that type of thing.

So I think that work would continue, but we might pick the best way of doing it from the merger partners, or an even a better way.


MR. RUBENSTEIN:  This will be my last question on the merger.  I think, just to circle back to the beginning, we were talking about -- originally the interrogatories referenced a September 30th date when -- I think the intent was that's when you would have sign-off of all the shareholders.  Am I correct?

MR. MACDONALD:  That's correct.

MR. RUBENSTEIN:  What would be your new forecast date for when that would occur?


MR. MACDONALD:  I was hoping I would be able to have that today.  We don't, we don't have the -- those final important council meeting dates for, to my knowledge, Vaughan, Markham and Hamilton.


This is speculation, but I am going to put it into mid-October -- mid-October.


MR. RUBENSTEIN:  All right, thank you very much.  Now on to other things, the application in front of us.

Can I ask you to turn to 1 SEC 4 -- sorry, Roman numeral I SEC 4?  And this was an issue we had asked you to provide summaries of all internal audit reports findings from the last five years, and to provide recommendations and implementation status.

And I will say the word "light" refusal, as you do talk about you would be amenable for discussion at the technical conference to provide this information.

Let me just give you some background of why I framed the question as not asking you for the -- only asking for summaries of the reports.  This issue is raised in the Toronto Hydro proceeding -- sorry, in the Hydro One proceeding, and I reference decision and order on confidentiality in motion August 25th, 2014, in EB-2013-0146.


That was how that issue was resolved about how to get that information on the record.  And as well, that's how we framed the question in 4 (a) SEC 43 in the Toronto Hydro proceeding 2014-0416, and they were willing to provide summaries of the internal audit reports.  Can I ask why that is a problem?


MR. MACDONALD:  Yes.  I am not sure how internal audit works at Toronto Hydro.  But at PowerStream, it actually can cut quite close to the bone when you get into the departments and look at what's going on.


So this is an internal role, a single person, that goes into departments and looks at processes and procedures and sometimes uncovers some problems.  Those findings are kept in that department, and with our audit and finance committee.


And just to give you an example, I will make an example up.  Suppose we went into the -- let's say it's the HR department, and we found out that when an employee leaves PowerStream, we do not cancel their access to computer systems.  So they can be gone a month and they can get into our network and that sort of thing.


Those are things that need to be fixed and would be fixed.  But, I think -- to me, they are actually somewhat embarrassing for the departments involved.  So if we don't sort of protect that privacy, other departments won't tell us the issues they have and let us find those things.

So even if I gave you the headings, say in the HR example there’s eight things we found, it is still -- it still betrays privacy that we are just not comfortable with.  It sort of -- it compromises the process, in our view.

MR. RUBENSTEIN:  Even on a confidential basis?


MR. MACDONALD:  This is why in the IR response we offered to talk to you.  We could have -- you know, we still can actually have a conference call with our internal audit Person, and there may be something we can provide that would help you, help answer your question.  So we are open to that.

MR. RUBENSTEIN:  All right.  Well, let's take this off line and we will come back to it, if need be, on the record.

MR. MACDONALD:  Certainly.

MR. RUBENSTEIN:  Can I ask you to turn to 2, II, SEC 9?

 Now, we had asked you to provide your total vacancies for each year in part A.  And for part B, you provided -- we had asked you if you had included a vacancy rate in your forecast for 2016 to 2020, and you said you did; it was 6.6.  Can you help me understand how you got to the 6.6?

MS. CLARKE:  Yes.  So we took the vacancy rates in the past years and projected it forward, simplistically.

MR. RUBENSTEIN:  Which years did you use?

MS. CLARKE:  Forward to -- like, the past years, '11, '12, '13, and '14, took the average vacancy rate and projected it forward for '16 to '20.

MR. RUBENSTEIN:  Right.  So if I add 3, 11, 17, and 13 and divide it by 4, that's how you get to 66 --


MS. CLARKE:  We also use total compensation dollars, so you have two types of vacancy rates, vacancy hiring lag and new hires in the business units, so the combination of the two with the compensation dollars give you the 6.6 FTEs.

MR. RUBENSTEIN:  So you reduce the total compensation budget by 6.6.

MS. CLARKE:  Yes, yes.

MR. RUBENSTEIN:  All right, thank you very much.

Sorry, I have a lot of capital questions.

Can I ask you about the working capital?  This is from the updated evidence.  You had a discussion with Mr. Aiken.  You talked, and he asked you, you are filing a lead lag study, and you said, no, you are adopting the Board's 7.5 percent.  And you said you had some discussion with a consultant -- or your consultant and you didn't end up doing a full lead lag study but you had some sort of discussion, and there was some guesstimation about what it could be, and you realized, let's just do the -- take the Board's rate.  Is that a fair assessment of what happened?

MR. BARRETT:  Yeah, basically they advised us what happened in other cases and what other results had been, and, you know, basically looking at some of the changes from what, you know, the way things had been done in the past for working -- different methodologies, looking at the change from -- to monthly billing, all those factors, we concluded that the 7-and-a-half percent was probably reasonable.

MR. RUBENSTEIN:  And did they provide you with a guesstimate of what they thought yours would be?

MR. BARRETT:  Fairly high level, fairly high level, nothing...

MR. RUBENSTEIN:  What was that high-level guesstimate?

MR. BARRETT:  I think it was in the range of 7-and-a-half to 8, with 8 -- in that range, yes.

MR. RUBENSTEIN:  So it was either at 7.5 or higher.  There was no --


MR. BARRETT:  It was pretty close to the 7-and-a-half percent, so -- the other difficulty was just the ability to provide data to do a really meaningful study.  I mean, we had just implemented a new billing system, so the availability of data, I mean, this -- the data that we had was preliminary data that we didn't finish doing the study on back in 2012.  I think it was 2010 data.  It was largely a data issue.

MR. MACDONALD:  Yeah, I just -- from recollection, for the 2016 it was slightly higher, as Mr. Barrett said, than 7-and-a-half, but '17 onward, once you go to monthly billing, it was very close to 7-and-a-half, but we don't want to portray it as an in-depth study.  They took 2012 work which was not an in-depth study either and just did a quick look, and from what they said it seemed reasonable to accept the Board's 7-and-a-half and not the completed study.

MR. RUBENSTEIN:  And is there any documentation about their high-level analysis?  Was it an e-mail or something we can look at?

MR. MACDONALD:  There is a -- probably the best thing would be -- I think they made one PowerPoint slide.

MR. BARRETT:  Most of it was done through Web X, so they really didn't provide much documentation.  I would have to look and see what there was.

MR. RUBENSTEIN:  Well, can you provide what you have?

MR. MACDONALD:  Yes.

MS. HELT:  That will be JTC1.3, and Mr. Barrett, when you do answer questions, I know the microphone is quite a distance from you, but if you can do your best to speak into the microphone, thank you.

UNDERTAKING NO. JTC1.3:  TO PROVIDE DOCUMENTATION ABOUT THE HIGH-LEVEL ANALYSIS THAT WAS DONE.

MR. RUBENSTEIN:  You may want to punt this, but I will ask you, Mr. Macdonald, since you were also in charge of customer service.  I want to ask just about the $3 million capital cost for the upgraded billing capability to do it on a monthly basis.  Can you answer that, or should I...

MR. MACDONALD:  I will try.

MR. RUBENSTEIN:  Can I ask, on the face of it 3 million seems like a very significant amount to have this capability change.  Can you help us understand where that forecast comes from and why it is so high?

MR. MACDONALD:  Actually, Ms. Clark will answer that for me.

MS. CLARKE:  I will answer that one.  So the 3 million consists of rate structure changes, wholesale testing, equal payment plan, because we have to move from bimonthly to monthly, all the interfaces and system hardware required for the monthly versus bimonthly billing.  That's really the 3 million cost that it relates to.

MR. RUBENSTEIN:  Have you -- we are coming up on the end of the year and the Board's requirement.  Have you made these changes yet?

MS. CLARKE:  No, they will start in 2016.

MR. RUBENSTEIN:  And is there -- are you able to provide a breakdown of these costs how you are dividing them?  Is there some sort of -- have you got a quote?  Is there any documentation behind this to look at?

MS. CLARKE:  We can provide a breakdown of those costs, the layout basically of what I've just said with dollars associated with them.

MR. RUBENSTEIN:  All right, thank you very much.  And if there's -- well, I would ask you to provide then also the basis for that, so if it's a quote that you have gotten from the vendor or it's your own assessment, and help us get an understanding of what these costs mean and how you are forecasting them.

MS. CLARKE:  It's an internal estimate based on what we need to do with the system in order to make it available for monthly billing.

MR. GARNER:  Before you -- if you don't mind -- complete that undertaking, did your vendor give you a quote on the adjustment?

MS. CLARKE:  No, but we have the rate sheets, so we know what would be required from the vendor and the costs that would be associated with it, but not a formal quote.

MR. GARNER:  So you didn't go -- who is the vendor, or is it Oracle, or is this --


MS. CLARKE:  CGI.  CGI.

MR. GARNER:  CGI?  So you didn't go to the vendor and say, 'We need to create this upgrade.  Give us a cost for the upgrade and what needs to be done'?

MS. CLARKE:  We will undertake that formal quote process.  We are just in the midst of finally implementing our system, so come the end of the year a final quote with CGI will be --


MR. GARNER:  Oh, so this hasn't been done yet.  This is --


MS. CLARKE:  No, this is our internal estimate now.

MR. GARNER:  -- to be done?  Right.  I understand.  Okay, thank you.

MS. HELT:  Just to be clear for the record then, I understand the undertaking is to provide a breakdown of the customer billing costs; is that correct, Mr. Rubenstein?

MR. RUBENSTEIN:  The additional capital costs to move to monthly billing.

MR. MACDONALD:  Yes, we will take the $3 million and break it into as many categories as we can.

MS. HELT:  All right, thank you, Mr. Macdonald, that will be JTC1.4.

UNDERTAKING NO. JTC1.4:  TO PROVIDE A BREAKDOWN OF THE CUSTOMER BILLING COSTS TO MOVE TO MONTHLY BILLING.

MR. RUBENSTEIN:  Can I ask when you were initially -- you have just upgraded to a new billing system.  Why wasn't this capability -- well, let me back up.

Was this capability considered when you were determining to go with a -- designing the new system?

MR. MACDONALD:  Yes, it was.  But this implementation was so complicated that we -- we felt it was best to stick with billing residential customers every two months, you know, repeat what we are doing now and not introduce a change at that time that could trip us up later.

MR. RUBENSTEIN:  And this -- at what point were you making this consideration?  Before you went out with an RFP on the proposal or...

MR. MACDONALD:  Well, I think -- I would suspect this was quite a long time before we even knew monthly billing was a Board requirement.

MR. RUBENSTEIN:  I recognize that, but I am just trying to understand.  My recollection of the evidence about the original upgrade, you determined your system capabilities, and then you would have had -- you would have done -- there was an RFP to meet that.

Did you determine before you had done that RFP when you were determining those system capabilities monthly or no monthly, or is that a process once you had a vendor and months?

MR. MACDONALD:  No, we -- in early -- when we decided on the Oracle system and decided CGI is the system integrator, we made a conscious decision to not go to monthly billing at that time just so we could have a clean cut over.

MR. RUBENSTEIN:  And were you given a quote to what it would have cost at that time to do monthly billing?

MR. MACDONALD:  No, no.

MR. RUBENSTEIN:  And do you think it would have been less than the $3 million extra?

MR. MACDONALD:  Oh, I don't know.  We didn't get a quote.

MR. RUBENSTEIN:  Can I last take you to Energy Probe 24.  Now, I want to separate the difference between what you are doing for rate-making purposes and what you are doing as a company, financially as a company.

Am I correct that while you do have a loss in 2015, your proposal is to carry that forward for rate-making purposes to 2016?

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

MR. RUBENSTEIN:  So you are not -- so the 2015 loss will not be carried over to --


MR. BARRETT:  No, it will be utilized in 2015.  That is for both rate-making purposes, and it is also what will happen practically.

MR. RUBENSTEIN:  So you will be carrying -- my understanding is that you will be carrying that loss back instead of forward.

MR. BARRETT:  That's correct.

MR. RUBENSTEIN:  Now, you are aware if you can -- well, we can debate if you must or you can.  But one option available to you was to carry it forward?


MR. BARRETT:  From a tax filing point of view, I believe that's correct.

MR. RUBENSTEIN:  And why did you determine that you would not carry it forward?  Why did you determine you would carry it back?

MR. BARRETT:  That would be the normal business practice to utilize losses.

MS. HELT:  Mr. Barrett, I am sorry to interrupt.  Is your microphone on?

MR. BARRETT:  It is on.  Is that better?  I’ll just move closer.

MS. HELT:  Thank you.

MR. BARRETT:  That would be our normal practice, to utilize the loss as soon as possible.  For business purposes, that would be normal.

MR. RUBENSTEIN:  So PowerStream normally carries the losses back; they don't carry it forward?

MR. BARRETT:  I think it depends on the circumstances. But generally, if losses are available and can be utilized, you would utilize them from a business perspective, yes.

MR. RUBENSTEIN:  Historically, has PowerStream utilized them -- how have you utilized them?

MS. CLARKE:  Historically, we’ve utilized them by carrying them backwards.

MR. RUBENSTEIN:  Right.  Thank you very much.  Those are my questions for this panel.

MS. HELT:  Thank you, Mr. Rubenstein.  Ms. Girvan?


MS. GIRVAN:  Thank you.  Some of my questions have been covered off, so that's good.

Could you first turn to CCC 2, please?  I think there is also another interrogatory that deals with this characterization of vegetation management as extraordinary.


And I am just trying to understand why you have characterized it that way.


MS. CLARKE:  Vegetation management is a new program, and that's why we have characterized it as extraordinary.

It will be business as usual going forward.  But for the purposes of this rate application and the OM&A costs associated with it, it's extraordinary for this filing.

MS. GIRVAN:  So I guess what I am trying to understand is -- beyond 2020, it's going to be business as usual?

I am not -- I am still not clear on this.


MS. CLARKE:  We have changed -- as we stated in our rate application, we changed or policy for vegetation management where, as a result of the 2013 ice storm, we invested a lot more time and effort to do a lot more tree trimming, for example.  And that will be the practice going forward.


So we have changed the policy now, and now it will be part of our normal part of business going forward.

MS. GIRVAN:  Okay.  So that was in 2013.  Why didn't you ramp it up earlier, in 2014 and '15?


MR. MACDONALD:  The ice storm was December 2013, the end of the year.  In 2014, we hired a consultant, CIMA, to look at all the aftermath of the ice storm, and one of the things that came out of that, Ms. Girvan, was to not just step up the frequency of vegetation management, but to do more of it at each location.


So it took a while to bake that into our processes and budgets.

MS. GIRVAN:  Okay, thank you. Sorry, again, I am just looking again at those numbers, why are you sort of not -- I mean, now you have got 2016.

But you have a significant jump in '17 and again a significant jump in '18.  I just wondered why that's the case.

MS. CLARKE:  We have invested a lot in system hardening, specifically around blue-skying and practices like that; those come into effect around that time.

There was also new hires in relation to -- we had a supervisor in relation to vegetation management, and you will see that kind of come in in 2019.

MS. GIRVAN:  Okay.  Thank you.  If you could please turn to Board Staff 23, please?


So can you explain to me how regulatory costs are treated in this application?  I just need to be reminded of that.


MR. BARRETT:  We have treated them the same way we budget them.  So there has be no special treatment; they have been treated like any other expense.

MS. GIRVAN:  So how are you taking the costs specific to this application and dealing with it -- dealing with those costs?


MR. BARRETT:  As budgeted.  So those costs that were budget for 2015 form part of the 2015 OM&A.

MS. GIRVAN:  Oh, okay.  And you are not amortizing those costs over the five-year term?

MR. BARRETT:  That's correct, we are not.

MS. GIRVAN:  Okay, thank you.  Could you please turn to Staff 62?


This is just related to customer engagement, and I am wondering have you done any customer engagement, or communications with your customer regarding the move to the 100 percent fixed charge?


MR. MACDONALD:  No.


MS. GIRVAN:  And do you plan on doing any of that?

MR. MACDONALD:  Not at this time.


MS. GIRVAN:  So you are not going to tell your customers that this is going to happen?


MR. MACDONALD:  Well, we will take direction from the Board, and it would be the standard bill inserts, bill messages.


But we weren't going to do the extent of our customer engagement for DSP with focus groups and workbooks, that type of thing, no.

MS. GIRVAN:  Okay, thank you.  Could you turn to Energy Probe number 6, please?


So this refers to the Horizon settlement proposal and some of the elements of that, which include the efficiency adjustment and an earnings sharing mechanism, and it says that PowerStream might consider a variation to the Horizon earnings sharing mechanism.

So I am just wondering if you can tell me, from your perspective, how you would see an earning sharing mechanism applied under -- operating under a merged entity.


MR. MACDONALD:  If in settlement, for example, PowerStream agreed to an earnings sharing mechanism for stand-alone PowerStream, and then the merger did occur and was approved by the Board, I think that would be -- our view would be that would be overtaken by the Board's policy on ratemaking for consolidation.

MS. GIRVAN:  So it would be -- you are saying it can't be applied, that it would be superseded by the Board's --


MR. MACDONALD:  I think it would be challenging to sustain that, if a merger were to occur.

MS. GIRVAN:  So what did you mean in this answer that you might consider a variation to the Horizon earnings sharing mechanism.

MR. MACDONALD:  We meant two things.  One is that it might look different, hypothetically have a dead band or something.

And to your question, Ms. Girvan, if it did become a topic of settlement, there might be an A and a B.  So A is what happens if there is no merger, and B is what happens if there is a merger.


So I had those two thoughts when answering the question.

MS. GIRVAN:  Okay, thank you. Could you please turn to Energy Probe 18?


So can you just remind me, because there is lots of --Energy Probe 18, that's right -- there is lots of evidence here, and I sometimes get lost trying to find things.

Can you remind me of the current level of your water billing revenues from your affiliates?

MS. CLARKE:   Yes, I think we filed that back as part of one of our undertakings previously, and I recall it's around -- I will have to look it up, but I can get you that number at the break, if that's okay.

MS. GIRVAN:  Okay.  So it says that PowerStream intends to commence discussions in the near future.  So do you expect to enter into contracts with these entities beyond --


MS. CLARKE:  Yes.

MS. GIRVAN:  You do?

MS. CLARKE:  Yes, we do.

MS. GIRVAN:  Okay, thank you. Could you turn to CCC number 6, please?  So you have assumed a 3 percent annual increase in revenues and costs with respect to these billing revenues -- with respect to the water billing, did you -- what was this based on, the 3 percent?

MS. CLARKE:  3 percent was based on the -- like, just inflation going forward, so it's our current budget assumption, so labour rates and other revenues, our 3 percent inflationary increase going forward.

MS. GIRVAN:  Okay.  And have you benchmarked these at all in terms of what you charge your affiliates for water billing?

MS. CLARKE:  No.

MS. GIRVAN:  You have not looked at any other utilities and what they charge?

MS. CLARKE:  No.

MS. GIRVAN:  Okay, thanks.

Please turn to Energy Probe number 24.  So Mr. Rubenstein was asking you about this in terms of the tax loss.  If this benefited customers, why wouldn't you carry it forward if you are allowed to do that?

MR. BARRETT:  We believe it relates to 2015, and that's where we have left it.

MS. GIRVAN:  Okay.  Okay, thank you.

With respect to -- please turn to SEC number 10.  So you are saying that you expect a 1 percent increase in customers being added to E-billing each year.  Can you explain to me why there isn't a bigger take-up on E-billing?

MR. MACDONALD:  We've actually done some research which was filed earlier this year asking customers that exact question.  There seems to be a number of reasons why they don't want E-billing.  One would be some customers have a distrust for having that information, you know, on the Internet and being done electronically.  Some customers want -- they want to get that paper copy in the mail and put it in their filing cabinet someplace.

So our take-up has been slow.  I actually checked before coming.  We are up to 38,000 customers on E-billing now, so it's probably about 15 percent or so, maybe a bit more.  But -- and we run contests, you know, and promotions, and it's been slow.

MS. GIRVAN:  Okay, thank you.  And I think earlier you had said that you are going to incorporate costs -- you are going to experience cost savings related to E-billing.  Is this -- and you didn't really have -- provide a number before, but is this the 20,000 per year?  That is the only savings that you are going to see?

MS. CLARKE:  That is our projected savings based on current uptake.  We just projected that over the number of years.  That's --


MS. GIRVAN:  How did you arrive at that?

MS. CLARKE:  So the 20,000 was taking the number of customers on the E-billing times the postage rate and increasing it at an inflation rate of 1 percent, and that is how we projected it.

MS. GIRVAN:  Okay.  Didn't you say earlier that you were using the 3 percent inflation rate?

MS. CLARKE:  3 percent was for labour and other expense relations, because E-billing only relates to other expenses; i.e., just postage savings.  That was the 1 percent.

MS. GIRVAN:  Okay, thank you.

Could you please turn to Staff number 98, please.  And again, you just need to remind me of this.  This might be set out somewhere else, but can you be more specific about the process that you envision for your annual adjustments in terms of timing, process, discovery, that type of thing?

MR. BARRETT:  Our expectation is that we would file it on a similar timetable as the current IRM process and it would be similar amount, typically a similar amount of effort.

MS. GIRVAN:  Okay, thank you.

Just a few questions related to your update.  So with respect to monthly billing, you are seeing a 3.7- to $4 million a year increase in O&M; is that correct?

MS. CLARKE:  That's correct.

MS. GIRVAN:  And have you done any cost/benefit analysis regarding the move to monthly billing?

MS. CLARKE:  As we stated in the IR, we plan to look at payment plans to see if there is any way to reduce costs associated with monthly billing.

MS. GIRVAN:  So you haven't really assessed --


MS. CLARKE:  Not as of yet.

MS. GIRVAN:  -- the cost/benefit, okay, thank you.

MR. BARRETT:  If I can just add to that, we -- there is a factor in there for a reduced bad debt expense.

MS. GIRVAN:  Okay.

MR. MACDONALD:  And if I can add in that -- I am on page 2 of 15, Table A1 -- the most obvious cost is postage.  It's quite staggering, actually, so any way we can reduce that we will try to do, and equal billing, E-billing, those are things that we will definitely try to do more of to cut that cost down.

MS. GIRVAN:  Okay.  And with respect to the labour component in that table, what does that relate to?

MS. CLARKE:  That's estimating using 12 FTEs for monthly billing, so it's the cost of 12 FTEs.

MS. GIRVAN:  And what do those people do?

MR. MACDONALD:  That's the whole life cycle and customer service of setting out a bill, processing payment, sometimes not getting payment, the collections process, so it's the whole life cycle of an electricity bill.

MS. GIRVAN:  And how did you arrive at the number 12?

MS. CLARKE:  We took our total number of customer service, which is around 40, and estimated what the impact would be to monthly billing, who would have to do more, and increased our FTE accordingly.

MS. GIRVAN:  And have you hired those people yet?

MS. CLARKE:  No.

MS. GIRVAN:  No.  Okay.  But you plan to in 2017?

MS. CLARKE:  Yes, that's correct.

MS. GIRVAN:  Okay, thank you.

I am just going through my notes here.  So, yeah, those are all my questions, thank you.

MR. MACDONALD:  Thank you.

MS. HELT:  Thank you, Ms. Girvan.

It's now 20 to 11:00.  We usually take a morning break at around 11 or so.  Ms. Grice, do you think you can be done by 11:00?

MS. GRICE:  I do.

MS. HELT:  Okay, thank you.
Examination by Ms. Grice:

MS. GRICE:  Thanks, good morning.  My first question relates to 1 Staff 4.  And it's the response to Part A on page 7.  And it talks about on page 7 the variance for 2016 -- this is a capital spend question, and I want to talk about the variance from 2013 actuals to 2013 Board-approved.  Should I be deferring this?

MR. MACDONALD:  Yes, please.

MS. GRICE:  Okay.  I am sorry, thank you.

Okay.  Next question, 1 AMPCO 2.  In the response at Part C regarding the Excellence Canada initiative, you indicate that the annual membership fee is 25,000 a year.  In terms of getting this program up and running have there been other internal staffing costs beyond that or has that been incorporated within your existing complement?

MR. MACDONALD:  The other costs are all part of other costs, like, this program is -- it is really almost a cultural initiative.  It's embedded in everything the company does, so there is not separate costs, it's part of all the different projects and initiatives that we do, or most of them.

MS. GRICE:  So there were no new hires for this program?

MS. CLARKE:  No, there are no new hires for this program.

MS. GRICE:  Okay, thank you.

Can we turn to 1 CCC 3, please.  I am sorry, that's a capital question, my apologies.

1 SEC 2.  Okay.  This IR indicates that PowerStream has provided all Board appendices.  I was on Web Drawer and I couldn't find Appendix 2-AA and 2-AB on Web Drawer.  Have those been filed for the 2016 to 2020 plan?

MR. BARRETT:  I believe they have.  I would have to find the reference for you at the break, but I believe they are in part of the application.

MS. GRICE:  Okay, thank you.

MR. BARRETT:  I believe there is an IR where we listed that, or I believe the update section, section 5 -- it’s either 5 or 6.  I will find the reference for you and give it to you at the break.

MS. GRICE:  Okay, thank you. Can we turn to Energy Probe 19?  Okay, I just wanted to -- sorry.  I am just going to have to find it in my notes here, sorry.

I just wanted to understand the vacancies that you provide in part C, the total number of FTEs of 537.4 compared to total FTEs for 2015 of 567.45.  So there is essentially a 30-FTE difference.

MS. CLARKE:  Most of that relates to students.  So at the time of the June FTE of 537.4, that didn't incorporate a number of our summer students that we hire throughout the year, which equates to approximately 25.


MS. GRICE:  Okay, great, thank you.  Can we turn to 2 SIA 4?


I just wanted to understand, in terms of appendix 2K and the number of FTEs per year, I just wanted to confirm that throughout the plan, it looks like your temporary FTEs and your students is decreasing, whereas the union and non-union FTE complement is increasing.


Can you just explain what is happening then on the temp and students line?  Are there less students, or are some of your temporary people becoming permanent employees?

MS. CLARKE:  So the temporary and students, we hired a number of temp Staff in relation to our CIS project.  So once the CIS project comes on line, you will see a dramatic drop in the number of temp staff, and a that is because a number of our full-time employees come back from working on the CIS project.

So that is why they decrease in terms of FTE, specifically in 2016.

MS. GRICE:  Okay, that's great, thank you. I only have one more question and that is -- oh, hang on.

MR. RUBENSTEIN:  Can I just ask a follow-up to that?  I don't understand.

I mean, they were working on the CIS project, but they are still PowerStream employees.  They are just in a different room, I guess.

MS. CLARKE:  The number of union didn't go down.  What happened is that they actually stayed the same.

So what happens is their costs were capitalized as part of the CIS project.  We hired a number of temp staff, which is why you see the increase in temp staff in 2013 from 36.85 to 53.12 in ’13, and then really peaks in 2014. That is when our CIS implementation -- or project really geared-up, which was in 2014.

Then you see the slow decrease, and that’s when all the temps went away as a result of the CIS people coming back into positions.

So union staff, in relation to the CIS project, never changed.

MR. RUBENSTEIN:  So you had union staff who were doing, I guess, customer service and IT-related work.  Then they got moved to do the CIS system.

MS. CLARKE:  Yes.

MR. RUBENSTEIN:  And to replace those people, you had hired temps.

MS. CLARKE:  Correct.

MR. RUBENSTEIN:  Okay, thank you.

MR. MACDONALD:  And just to clarify, in looking after that area, we are unwinding things now as the project has been completed, the system is being stabilized.

So those temporary staff are starting to leave the company between now and the end of the year.

MS. GRICE:  Okay, my last question relates to AMPCO 21, and this IR was asking a question about the dollars per kilometer for vegetation management.


You have provided the kilometers per year, and it looks like you start ramping-up in 2014, 2015, to 840 kilometers, and then you are at 900 for 2017 to 2020.And you mentioned in your discussion with Julie that you have got a new hire happening in 2019.

But I just note that in 2014, it looks like it's about $2,000 a kilometer and then by 2020, it jumps 2.5 times to $5,200 a kilometre.  And in your response, you talk about difference in vegetation and types of tree pruning, et cetera.

But that seems like a significant increase, and I just wondered if you could talk about that a little bit more.

MR. MACDONALD:  Actually, Ms. Grice, I answered all I can earlier.  We have someone from our lines group on the second panel, who can get into detail on the vegetation management program.

MS. GRICE:  Okay, thank you.

MR. MACDONALD:  Thank you.

MS. HELT:  Thank you, Ms. Grice.  I think we can take our morning break now.  We will come back at ten past 11 and continue with this panel.  There will still be questions from Mr. Garner and Mr. Davies, and then we will move on to panel 2 or take lunch, depending on where we are at in terms of timing.

So we will break now until ten past 11, thank you.
--- Recess taken at 10:50 a.m..
--- On resuming at 11:13 a.m.

MS. HELT:  Welcome back, everyone.  We will continue with the questions for panel 1, but before that, there were a couple of matters that PowerStream was going to look into and provide answers after the break.  So Mr. Macdonald, I will turn it over to you.


MR. MACDONALD:  Thanks, Ms. Helt.


So the first question related to our revenue for water billing, which is already on the record, but Ms. Clark can read out the number.


MS. CLARKE:  It's I Energy Probe 27 from the IRs that related into April.  And the amounts -- I will read the amounts.  It was 3,148,000 for 2016, 3,243,000 for 2017, 3,340,000 for 2018, 3,440,000 for 2019, and 3,544,000 for 2020.


MS. GIRVAN:  Sorry, you gave me a schedule with different numbers.


MS. CLARKE:  That was 2016 to 2020 which I read.  I gave you from 2013 all the way to 2020.  So 20 --


MS. GIRVAN:  The numbers are different.


MS. CLARKE:  2020 should be 3065.


MS. GIRVAN:  This says 30 -- 3303.


MS. CLARKE:  3303.


MS. GIRVAN:  I think this is total joint service revenue.


MS. CLARKE:  It is.  Yeah.  Yeah, I gave you -- it looks like I gave you the cost, I read the wrong line, so I will re-give you the revenues --


MS. GIRVAN:  Okay.  Well, I can --


MS. CLARKE:  Yeah, it was IR Energy Probe 27 which laid out the revenue and the costs.


MS. GIRVAN:  Okay, thank you.


MR. MACDONALD:  And the second question was from Ms. Grice about two appendices, and I think it's best if we do an undertaking instead of fumbling through files here.  We can quickly get that out to all the parties.  It's been done.  It is just finding it.


MS. GRICE:  Okay.  I just want to add that I was hoping to get the Excel version of those two appendices.


MR. MACDONALD:  I don't think that would be a problem.


MS. GRICE:  Okay, great, thank you.


MS. HELT:  So the undertaking, then, is number JTC1.5, and that is to provide the Appendices 2-AA and 2-AB, and in the Excel version, if possible.


MR. MACDONALD:  Yes, we can do that.

UNDERTAKING NO. JTC1.5:  TO PROVIDE THE APPENDICES 2-AA AND 2-AB, AND IN THE EXCEL VERSION, IF POSSIBLE.


MS. HELT:  Thank you.  I believe that those were the two outstanding matters.  There doesn't appear to be anything else.


So then Mr. Harper, I understand you going to proceed first for VECC?

Examination by Mr. Harper:

MR. HARPER:  Yes, that's correct.  Can we turn first to 3 VECC 19?  I believe that's in section D.


In this IR we had asked you to provide an updated economic forecast if a more recent one was available, and you did so in response to Part B, and then I guess -- and then in response to Part C you actually provided an updated version of the Excel workbook that had the forecast and energy model consistent with an updated economic outlook, and I was wondering if it would also be possible for you to provide us with the equivalent Excel workbook for the updated customer count --


MS. YIN:  Absolutely.


MR. HARPER:  -- as well as part of this response.


MS. YIN:  Definitely.  We will do an undertaking, yes.


MS. HELT:  That will be Undertaking JTC1.6.

UNDERTAKING NO. JTC1.6:  TO PROVIDE THE EQUIVALENT EXCEL WORKBOOK FOR THE UPDATED CUSTOMER COUNT.


MR. HARPER:  Thank you.


My next question is with respect to 4 VECC 29.  And here in Part B you revised the timing of Markham's, Barrie's, New Tecumseth's conversion to LED streetlighting, and then in response to Part D you provide a revised estimate of the impact of the conversions on streetlighting load forecast for 2015 to 2020, I think actually was probably Part E was actually where you had the revised load forecast, and the impact of the LED adjustment, and to be quite honest, I was playing around with some numbers and trying to come up and calculate how you came up with the LED adjustment, and I was unable to do so, so I was wondering if you could provide by way of an undertaking the schedule that showed how you calculated the LED adjustment for each of those particular years set out in response to Part E?


MS. YIN:  So just clarify, Mr. Harper.  You want me providing a schedule, a calculation schedule for number E?


MR. HARPER:  E.


MS. YIN:  Okay.


MR. HARPER:  And the LED adjustment, and as part of that response how you calculated for the fact that for Markham, Barrie, New Tecumseth, their conversions were already converted -- completed as of the end of 2015, because that will be factored into your -- into your determination here as well.


MS. YIN:  Absolutely.  Definitely can do it, yes.


MR. HARPER:  Okay, fine.


MS. HELT:  That will be Undertaking JTC1.7.

UNDERTAKING NO. JTC1.7:  TO PROVIDE A CALCULATION SCHEDULE FOR NUMBER E AND THE LED ADJUSTMENT, AND AS PART OF THAT RESPONSE HOW YOU CALCULATED FOR THE FACT THAT FOR MARKHAM, BARRIE, NEW Tecumseth, THEIR CONVERSIONS WERE ALREADY COMPLETED AS OF THE END OF 2015.


MR. HARPER:  If we can turn to SIA number 3, and that's also in section B.  And in this IR you estimated the impact on your specific service charges of updating the values to what were termed to be current actual vehicle labour rates, and I was wondering when you say current what year you're referring to, like, what year's dollars did you use in calculating these revised rates?


MR. BARRETT:  I believe they would be 2015, but I need to -- I would need to check that to be certain.


MR. HARPER:  And maybe just, I can complete, we can see whether you can answer the other question or if they have to roll into the same undertaking.


Now, if I was wanting to escalate those -- assuming they are 2015, escalate those dollars to 2016, '17, '18, '19, or '20, would I apply the 3 percent inflation rate that had been discussed earlier with Ms. Girvan?


MS. CLARKE:  Yes, that would be fair.


MR. HARPER:  Okay, fine.


MS. HELT:  So just to be clear then, is there an undertaking here, or was it something that Mr. Barrett, you were going to be able to check and get back to Mr. Harper about with respect to what year the current -- what year you mean by current?


MS. YIN:  It is based on 2014 actuals.


MR. HARPER:  Okay.  Fine, thank you very much.


I guess now in your response to Part C you state that you would not have any objections or concerns if directed to conclude the higher charges as calculated.  However, to be clear, that is not part of your application.  Your application is still to maintain the existing service charges as they currently are.


MR. BARRETT:  That's correct; it has not been incorporated, pending further discussion as to what and how it would be done.


MR. HARPER:  And finally, I noticed in updating the service charges in the response you updated all the specific service charges except the one with respect to the access to power poles, and I was wondering why in particular that particular rate had not been updated as part of the process.


MR. BARRETT:  Because that's the OEB approved rate.  We have not applied for any changes to that.


MR. HARPER:  Well, you haven't applied for changes to any of them.


MR. BARRETT:  Fair enough, but we had not -- at this point we had not intended to -- that had been a specific determination -- I think it was a generic proceeding by the Board that determined that, and pending a further one we had not planned to initiate anything in that regard.


MR. HARPER:  Okay.  Fine.  That's fine.


And finally, I would like to return -- I'd like to turn to section A of your IR responses, which is -- this is the overall application update on page 9 of that.  And here, about the middle of the page, you are requesting a one-year delay in the implementation of the Board's fixed rate design, stating the total bill impacts for the residential 10 percentile consumption are already over 10 percent?


MR. BARRETT:  That's correct.


MR. HARPER:  Now, in looking through this material, I couldn't find anywhere where you had actually documented what was the level of consumption, like, how many kilowatt-hours per month was associated with that 10 percentile consumption level, and I was wondering if it's in there or if you could perhaps just advise us as to what that consumption level is.


MR. BARRETT:  We determined it to be 309 kilowatt-hours.


MR. HARPER:  Fine, thank you very much, those are all my questions.


MS. HELT:  Thank you, Mr. Harper.


Mr. Garner.

Examination by Mr. Garner:

MR. GARNER:  Thank you.  I want to start my first question with not a reference to a question but something that was brought up this morning.  It's about the merger, and maybe, Mr. Macdonald, you can address this.


There was a discussion about the potential savings, et cetera, to a merger, and as I understood what you had said was that there was some analysis that had been taken -- had been undertaken as to the merger and about the potential savings and costs of a merger; correct?


MR. MACDONALD:  That's correct.


MR. GARNER:  Okay.  And I understand the response you gave to Mr. Rubenstein on those studies, but I just want to go through the categories of the impacts of that merger might have on your utility going forward.


And would it be fair to say there is really three areas that will be impacted by the merger?  One is on OM&A, one is on capital, and the other is on taxes.  Have I missed anything that would be the areas that would be impacted in the application, based on what you have seen to date?


MR. MACDONALD:  I guess you are saying, Mr. Garner, it would be all the elements that make up revenue requirement?


MR. GARNER:  Right.  But some areas, like depreciation, don't per se change in that.

MR. MACDONALD:  Right.

MR. GARNER:  But in a merger, really the areas that potentially could change for the utility are OM&A, potentially your capital program -- and I want to come back to that issue in a minute -- and taxes, because the new structure may have different tax implications, et cetera. Would that be fair?


MR. MACDONALD:  I hadn't really thought of it that way, but I am happy to answer questions about that --


MR. GARNER:  Let me just go on with that, because all I am really trying to get at is that -- let's just talk about the capital, because that is the one I am most interested in, and your response earlier this morning -- which I am not challenging you on, to give you a heads Up; I just want to really understand better.

As I understand it, in a merger, what you are saying to us is you wouldn't see the capital program really changing, because although other utilities may have different methodologies of determining their capital program, they all go to basically the same thing, operating the system safely and reliably.

Is that a fair characterization of what you were saying?


MR. MACDONALD:  Yes, that's fair. I had said that I thought that -- if you can call traditional types of capital replacing assets, upgrading assets would continue.


MR. GARNER:  Right.

MR. MACDONALD:  Where you tend to see savings for capital would be in IT systems, for example, where in this case if it happened, you would have four utilities moving to one financial system, one billing system, one work managing system.

MR. GARNER:  Right, and would it be fair -- because I agree, and would it be fair to call that basically the category of general plant; that's probably where most of those issues are?

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

MR. GARNER:  Right, and not in the other ones of system access and the other --


MR. MACDONALD:  Yes, to a much lesser extent in those categories.

MR. GARNER:  Okay.  I just wanted to be clear, so that when we look forward to might change in the application, we could -- you’re saying that we could probably look at the capital program -- other than, let's say, general plant for a minute -- staying stable even in a merger.

MR. MACDONALD:  Yes, that's fair.

MR. GARNER:  Okay, thank you.  And most of the other changes, as you say, would probably be -- would it be fair the characterize them in OM&A type of savings and administration, common administration.  In those type of places, there would be savings and potentially some costs?


MR. MACDONALD:  Well, OM&A savings are typically from -- again, from our PowerStream experience, you know, people call it the back office.  You have redundancy, so you bring things together, integrate things.

MR. GARNER:  Right, okay, thanks. I want to just now change and go to the application and go to I1 Staff 24, I think it is.


In the second paragraph of the response to this interrogatory, you indicate -- and this is in regard to the Oracle customer care billing system, you indicate at the end of the second paragraph:
“In the longer term,” it says, “the new system is expected to provide better staff productivity.”


Are these expected productivity savings of the system built into the current application, or is that something that you are incrementally expecting out of the billing system?

MR. MACDONALD:  They are not built into the application.  We -- the system comes with a promise to improve productivity, but we haven't, we haven't --


MR. GARNER:  You haven't calculated those and estimated those?

MR. MACDONALD:  We haven't internalized how that will look yet.

MR. GARNER:  Okay, fair enough.  Now I want to pursue the issue of the water billing matter, and if you go to IV VEXC 30, which I believe is page 337 of the application -- no, I am sorry.  Actually, if you go to II VEC 2, page 263, that’s the one I want to look at, PDF page 263.

In this question, what we were asking, among other things, was the incremental cost of the water billing as a component of the new billing system.  And as I understand the answer, and what you said this morning -- and correct me if I am wrong, you said there were no incremental costs to the water billing component of the system.  Is that right?

MS. CLARKE:  That's right.

MR. GARNER:  Now, I am trying to put that response together with the response that you then went on to say that if you were going to do monthly billing, your vendor said that would cost you $3 million for things such as a different interface.


Now, doesn't the water billing system have an interface aspect to it?  Doesn't it show up somewhere?  I mean, it seems to me it must, if someone has to look at it.

MS. CLARKE:  There is an interface aspect, yes.

MR. GARNER:  Would it be fair to say this, that it's not that the water billing component doesn't have an incremental cost.  Would it be more correct to say that you never asked your vendor to give you a cost for a utility billing system, and then a billing system to incorporate water billing in addition to that?


MS. CLARKE:  No, I don't think that's completely correct.  So the water billing aspect of the system is not a specific component of the new CIS system.  It's an extra line on the bill, not specifically integrated to what you are suggesting.

MR. GARNER:  It's an extra line on the bill.  So isn't there a data component for the billing of water?  Doesn't the system track data for water?


MS. CLARKE:  So there are meter reading components that are read manually and are tracked in the system, yes.


MR. GARNER:  Right.  So I am correct, though, that you never asked your vendor to give you a quote for an electricity billing system, and then asked your vendor to then give us a quote for the incremental cost of incorporating the water component -- another billing system in order to create water billing services?

MS. CLARKE:  That's correct.

MR. GARNER:  Right.  And why I ask that is because it does seem that the process of creating a monthly billing system has components that seem in parallel to things like a water billing component.  They have to go in and, as you’ve said, create some interfaces and other aspects to  that billing system, right?


The other thing that struck me as interesting, and I was trying to figure out what you -- how you were charging for the water billing service, because I heard somebody on the panel, it may have been Mr. Barrett, say that there was a market component to the water billing service, i.e. that you charged because you had to be aware of the water bill, or the municipality’s sensitivity to price and their ability to get their billing done some place else.


Can you explain to me how you come up with how to charge the municipality?  Is it through a market concept, or is it through simply an allocation of costs?

MR. BARRETT:  Before we answer that, I would like to clarify my earlier remark, which was not a well-informed remark before Ms. Clark gives you more of the details.

But my comment was really that I believed the old allocated price was a better indicator of market price.  That was an opinion, that was not a fact.  I would just like to clarify that, and Ms. Clark can --


MR. GARNER:  Thank you.

MS. CLARKE:  So the water billing, we did it -- as I mentioned previously, we did a study that undertook the costs associated with performing water billing.  That cost, we took a 7.2 per cent mark-up, which is our over and above piece that you will see in our other revenue component, and those costs are representative of the current staff levels and costs associated with today.

MR. GARNER:  Okay, so it's a cost-based --


MS. CLARKE:  It is cost-based.

MR. GARNER:  It is a cost-based concept; it’s not a market-based concept.

MS. CLARKE:  Correct.

MR. GARNER:  Now, as you are going forward and you are renegotiating a contract currently with the people that you provide that service, your view is -- as I think we heard earlier is that there were no incremental costs in this new billing system for them to acquire as part of this -- and you intend to -- you are negotiating your new contract on the basis of cost, again not on a market-based concept.

MS. CLARKE:  That's right.

MR. GARNER:  Do you have any idea yourselves as to what a replacement cost for billing for water would be for the municipalities?

MR. MACDONALD:  We don't know that, Mr. Garner, and this isn't terribly scientific, but in the last two years one of our shareholders, the City of Barrie, decided to leave us and do their own water billing, and so did the Town of Bradford, which is not a shareholder of one of these communities that we serve, so there is evidence that there is a market there for the service and they are doing the comparison.  So we have to balance all of that.

It's very beneficial to have this service and have it as a revenue offset, but we do have to keep in mind that the shareholders have other options as well.

MR. GARNER:  But you don't know -- you don't have any idea right now as to what that threshold is for the people you provide billing, because you have undertaken no study yourself as to what they could replace your service with and how much it would cost them.

MR. MACDONALD:  That's correct, and I -- like I said, what's happened is not, you know, in a report, it's -- but obviously Barrie decided it was cheaper to do it on their own, so they left.

MR. GARNER:  Okay, thank you.

I am going to change topics now to the issue of the tax carry-forward, which was in, I think, II Energy Probe -- I think it's 22.  We don't need to bring it up.  And when we are discussing about forward versus backwards -- and your response was you apply it backward all the time.  But I just want to ask about that.  Isn't the application of the -- of a tax credit or benefit like that usually informed by the income stream you are projecting?  So, I mean, if you are projecting a higher income stream in the future you would then say, well, we will use that tax benefit in the future, if you are, for instance, at a loss, to use an example of the extreme, if you had a loss you would obviously have no benefit to the tax credit anyways, so, you know, don't you -- isn't that what informs you as to when to use your credits?

MS. CLARKE:  So generally when we have a tax loss we will carry it back.  So if we project in a given year that we are going to experience a tax loss, we will forecast that backwards, not being used forwards.  That is how we have historically done it.

So if there is room in the former years to use that tax loss, which we do have, we will use it that way.

MR. GARNER:  No matter how much room that is, and even if in a year coming forward you are projecting, let's say, a much higher income level, you will still use that same practice?

MS. CLARKE:  Yes, that's correct.

MR. GARNER:  Okay, thank you.

Now I want to turn to another topic area, and this is about monthly billing.  And Ms. Girvan asked you this morning if you had done the cost/benefit analysis of monthly billing, and there was a lot of different discussion about what you are going to do and how you are going to save costs, but what I didn't hear was a response to the question.

And the question -- and maybe this isn't what Ms. Girvan meant, but what I think of in a cost/benefit analysis is a true analysis of income stream and costs, and you find a net present value and you end up saying to yourself, is it worth doing this on a net present value basis or not.  Have you -- did you undertake that exercise?

MR. MACDONALD:  Mr. Garner, I misunderstand.  The topic is monthly billing?

MR. GARNER:  Yes, the cost of going to monthly billing.

MR. MACDONALD:  No, we did not, but it's a Board mandate --


MR. GARNER:  Yeah, no, I understand the Board's policy.  That is not what I am asking.  I am asking, though, did you do an economic analysis going forward, look at your cost stream, your benefit stream, and say, how much is this going to cost us?

MR. MACDONALD:  No, and we wouldn't, because it's required.  We wouldn't spend the money doing a study when it's a Board-mandated policy.

MR. GARNER:  Except that study would tell you what your shortfall is going to be long-term; right?  It would tell you how much it's costing you as an income thing as opposed to the benefits, so it would give you a clear idea as to what your revenue requirement increment would need to be in order to fund that service?

MR. MACDONALD:  We had not contemplated such a study.

MR. GARNER:  Is that difficult to do?  Because it seems to me the costs are well-known, and I heard Mr. Barrett talk about the benefits, like, you know, there are few benefits that are known to it.  Is that a difficult exercise, in your mind?

MR. MACDONALD:  I would put it into the category of challenging, yes.  It's not a trivial exercise.

MR. GARNER:  Okay.  Okay, but your view is there is a net cost to the utility for doing monthly billing in your application?  That's what you are seeking; isn't it?

MR. MACDONALD:  That is what we are seeking in the application; that's correct, Mr. Garner.

MR. GARNER:  Okay.  I think most of my other questions have been covered off earlier this morning, so I think that's all my questions.

MR. RUBENSTEIN:  Can I just ask a follow-up to the question on monthly billing?  When we were talking earlier on about the preliminary analysis you did on the working capital, was that preliminary analysis done on the basis of bimonthly or monthly billing?

MR. MACDONALD:  Both.

MR. RUBENSTEIN:  And when you provided me with your preliminary view that it would be 7.5, maybe a little bit higher than 7.5 percent, would that have included monthly billing?

MR. MACDONALD:  So as Mr. Barrett mentioned, we didn't do a complete study, and we undertook to provide you some more details, but from recollection, the 2016, which remains billing every two months, the working capital requirement was more towards 8, but 2017 onwards, with monthly billing, it was more towards 7.5 percent.  So the consultant did a high-level view of both scenarios.

MR. RUBENSTEIN:  Thank you very much.

MR. MACDONALD:  And you should see that in what we are providing.

MS. HELT:  All right, Board Staff is next, Mr. Davies.
Examination by Mr. Davies:

MR. DAVIES:  Thank you.  I just have a few questions, and then Kelli has a couple of questions in the accounting area.

So the first question I have relates to interrogatory 1 Staff 4.  And in, I guess it's the second page, Part D, you were asked -- or PowerStream was asked whether or not it took into account the cumulative impact that the capital spending since 2012 would have on 2016 rates and, if so, what changes ensued from these considerations.  And the response in part was that:

"In approving the capital budget, the executive and the board of directors balanced the need for capital spending with the desire to keep rates competitive."


The question on that is:  Could you just elaborate a little more on what you mean by keeping rates competitive?

MR. MACDONALD:  We bring the results of our budgeting process to our board in December.  So this rate application is underpinned by the presentation we did to our board of directors in December 2014.  So in that we discuss our operating plans, capital plans, what needs to be done, and we also show the rate impacts of that spending.

So we talk to the board about the balance between what has to be done and the impact on customers, so we have that discussion with the board and show them the rate impacts. Generally, as a rule of thumb, we follow the board's guidance of no greater than a 10 percent impact on the total bill as our sort of outside threshold.

MR. DAVIES:  So when you say keeping them competitive, you're not doing any -- you don't mean in the sense of doing any comparisons with other distributors, for instance.

MR. MACDONALD:  Mr. Davies, we do that as well, and that is in the pre-filed evidence.  We have some bar graphs showing how our total bill and distribution charges compared to a variety of GTA and Simcoe County utilities, and we are among the lowest two or three distributors in that population, so we do show them that as well.

MR. DAVIES:  Thank you.  The next question would relate to interrogatory II 1 Staff 12, and I think we discussed this a bit before, but in this interrogatory in Part A you were asked to state why vegetation management and CIS implementation would be considered as extraordinary items, while the remaining categories would be business as usual.

And your response was that these two items are extraordinary because of their significant incremental impact on OM&A.

I am just wondering -- could you describe in a bit more detail how you would determine a significant incremental impact?


MS. CLARKE:  Well, the two items that we listed, which is the CIS and the vegetation management, had a -- was a significant driver in our OM&A costs.


So because it was a significant driver, we identified those as extraordinary.  There is no real threshold around the dollar value in relation to determining extraordinary. It’s just they were the largest cost driving the increase in OM&A.

MR. DAVIES:  So it's more of a qualitative judgment call than a quantitative?

MS. CLARKE:  Correct.

MR. DAVIES:  Thank you.  The next question also relates to this interrogatory, but part C.  And part C was discussing whether all -- the issue of where all workforce related costs were separated out into the compensation category from the other categories in the table, such as vegetation management and CIS implementation, and how this was done, or if not, to please state which workforce related costs remain in the other categories.

And the response was that included in the compensation driver is merit and step increases related to all business units, and that new hires and overtime are included in the other cost drivers in which they relate.

I am just wondering if you could sort of discuss and clarify a bit more the approach you used to breaking down compensation costs between these two categories.

MS. CLARKE:  Sure.  So each category, each cost driver category included specific costs.  For example, the asset management cost driver included new asset management hires.  So if there was new hires in relation to cable faults or anything particularly that related to asset management, that is where the new hires were placed in our cost driver.


Therefore, the compensation was the overall merit or step increases really only in relation to that cost driver.  That is kind of how we determined where each new -- each compensation part was placed.

MR. DAVIES:  Okay.  But say you had an existing employee who was working on vegetation management.  Where would the compensation costs for that employee be classified?


MS. CLARKE:  Existing employees, if they had merit or step increases, were included in the compensation cost driver because they were not a new incremental cost during that year if they are existing.


So our cost drivers only included incremental new costs during that period. So for example, new hires would be included in new incremental costs.  Otherwise, all current employees’ wage changes were included in compensation.

MR. DAVIES:  Thank you.  The next one relates to the next interrogatory, which would be Staff 13.

In that interrogatory, you were asked to confirm that the underground cable program is the only program that PowerStream is including in determining its estimated productivity savings from capital.  And PowerStream confirms that this is the case in part A of their response.

However, you also state that:

 "The pole reinforcement program was discussed, but the savings from this program were not calculated nor included in the estimated productivity savings."[as read]

I am just wondering -- and I don't know whether this would be for this panel or the second one.  But could you just discuss a bit more why the pole reinforcement program was discussed, but not included?

MR. MACDONALD:  Mr. Davies, the capital panel is in a better position to expand on that.

MR. DAVIES:  Okay, thank you.  And then on the next interrogatory, which is Staff 14, you were asked to confirm that the savings shown in the table in that interrogatory are expense dollars rather than capital dollars.  And your response was that they were capital spending dollar Savings, and then there was a reference made to interrogatory SEC 6, in which the capital productivity savings were converted to revenue requirement for comparison with the Board's expected productivity X factor.

I am just wondering, is there anything on the record which would show the total annual capital and OM&A savings on a revenue requirement basis by year.  And if the there is such a thing, where would it be located?


MR. BARRETT:  I believe that's what the main tables in that Exhibit F do.  I mean -- I am sorry, I believe it was revised in response to perhaps an SEC IR in the advance settlement process.


But there was an update to correct this and convert the capital, and I believe the tables that were restated -- I will have to check and see if I can find if that material is in there or not.  I think it is.

MR. DAVIES:  Okay, because I would just like to know that there is one place where you can see, on an equivalent basis, all the savings for each year.

MR. BARRETT:  That will need to be an undertaking.

MS. HELT:  All right.  Undertaking JTC 1.8, to advise where in the application we can find a table that updates the table that is in response to Staff 14 B, which shows the total annual capital and OM&A savings on a revenue requirement basis by year.

MR. MACDONALD:  Ms. Helt, to make the question slightly longer, I would say we would provide it if -- you know, if it's not in evidence, we will provide it one way or the other.

MS. HELT:  All right, thank you.

UNDERTAKING JTC1.8:  to advise where in the application we can find a table that updates the table that is in response to Staff 14 B, which shows the total annual capital and OM&A savings on a revenue requirement basis by year

MR. DAVIES:  Thank you.  I just have one more question, and this one actually relates to II SIA 3, and it's the specific service charges interrogatory that we were discussing previously.

Now, in the interrogatory, you were asked to state when the existing service charges were first set and why it believed -- why you believed it was reasonable to leave these charges unchanged for the five-year period of the application.


And the response was that the specific service charges are based on default amount -- that its present specific service charges, I believe, are based on default amounts taken from the OEB 2006 rate handbook, and that based on the analysis performed in response to the interrogatory, it appears that the actual cost of providing the services covered by the specific service charges may be significantly greater than the costs recovered at the current rates and, as such, you believe it would be reasonable to update these rates.

I am just wondering, could you just confirm that what you were doing there was, for each of the charges that were at a specific level -- for example, $15 -- you were basically using the 2006 rate handbook methodology to update them using the updated cost inputs.

MR. BARRETT:  That's correct.

MR. DAVIES:  Is the reason you did that simply that you were following the 2006 handbook?  Or did you believe that for each of the individual charges in those categories, it was still reasonable to assume they would be the same cost level?


MR. BARRETT:  That was the best information we had, and so that's why we used it.

MR. DAVIES:  So basically, then, you were using the 2006 handbook methodology?

MR. BARRETT:  That's correct.

MR. DAVIES:  Thank you.  Those are all my questions. Kelli has a couple of questions on accounting.
Examination by Ms. Benincasa:


MS. BENINCASA:  My first one relates interrogatory 1 Staff 5A, subsection 2.


You said the billing determinant quantity for this wholesale market participant customer has been included in the calculation of the rate riders regarding the proposed RSVA balance disposition.

Can you recalculate the rate riders using the billing determinant quantity excluding wholesale market participant  customers’ quantities?

MS. YIN:  This wholesale market participant customer -- we look at their annual consumption of about 62-kilowatt hours -- sorry, 60,000 kilowatt-hours.  It's about 0.5 per cent of the total GS greater than 50 billing determine quantity.

So the impact on calculation on rate riders regarding to the proposed RSVA balance disposition is insignificant.

MS. BENINCASA:  Okay.

MS. YIN:  We are not proposing to update at this point of time, but we will adjust it as the proper rate at a later point in the process.

MS. BENINCASA:  So you will eventually update it?

MS. YIN:  That's correct.

MS. BENINCASA:  Okay, and my next question is -- relates to interrogatory 1 Staff 7.  You said due to the timing of the filing of this application PowerStream used 2015 deferral variance account work form, which doesn't follow either of the two approaches referred to above.

Could you update and use the most recent version of the EDDVAR model and update the evidence?

MS. YIN:  I think we are saying based on the Staff number 5 we will update at a later point of time in this process.

MS. BENINCASA:  Okay.  That's everything, thank you.

MS. HELT:  Can I just follow up with that question?  When you say you will file later in this process, can you just be a little bit more clear with that?  I am not quite sure I understand.

MR. BARRETT:  So we realize that the next step in the process is a settlement conference.  We don't believe that this has any significance relating to going into the settlement conference.  We are hopeful of perhaps reaching a settlement, and there would be something coming out of that, but at any point there will be settlement hearings, there will be more updates, and we just believe this one is so insignificant that it doesn't warrant updating the application at this point in time, that is all.

MS. HELT:  All right, thank you.

It's now five to 12:00, and we have gone through all of the questions for this witness panel.  Thank you very much.  You can be excused.

We have the option of breaking for an early lunch now and then coming back at, let's say one o'clock, to start with panel 2 if people would like to do that, or if you would like to press on -- I am seeing no.  What about the applicant?  Would you like to take a break now or would you like to press on with panel 2 for half an hour or so?

MR. SIDLOFSKY:  Ms. Helt, I am happy to take a break, but I am also happy to have the capital panel get started.  It's up to the intervenors what they prefer, and the Board.

MS. HELT:  Well, everyone seems to be undecided.  All right, well, as I am in charge I will say we will press on.

So thank you very much, panel 1.  If we move to panel 2, and what we have, four or five on panel 2?  Four or five witnesses?

MR. SIDLOFSKY:  Four.

MS. HELT:  All right then.  I was just going to say we'll make sure people are close to the microphone.

I am just going to take a short break for five minutes then and turn the mics off.
--- Recess taken at 11:56 a.m.
--- On resuming at 12:04 p.m.

MS. HELT:  All right.  I think I see that panel 2 is now ready to proceed, Mr. Sidlofsky, if you would like to introduce your witness panel.
POWERSTREAM INC. - PANEL 1, CAPITAL BUDGET


Shelly Cunningham


Irv Klajman


Stanton Sheogobind


Riaz Shaikh

MR. SIDLOFSKY:  Thank you, Ms. Helt, yes, I would.  This is the capital budget panel and again, from my far left, Riaz Shaikh is the manager of system planning, Irv Klajman, director of asset investment planning, Shelly Cunningham, senior vice president of engineering, and Stanton Sheogobind, director of lines for PowerStream.

That is the capital panel.

MS. HELT:  Thank you, Mr. Sidlofsky, and the witness panel.

Mr. Davies will begin, and then Board Staff will continue with questions from its consultant.
Examination by Mr. Davies:


MR. DAVIES:  Thank you. I just had one question which was left over from the previous panel, and that related to Staff 13.


And the question was -- you were asked in that interrogatory to confirm that the underground cable program was the only program included in determining estimated productivity savings from capital, and you confirmed that.

However, you also stated that the pole reinforcement program was discussed, but the savings from this program were not calculated nor included in the estimated productivity savings.

And the question is: Could you elaborate further on why the pole reinforcement program was discussed, but not included?


MS. CUNNINGHAM:  If I may start this, with respect to the pole replacement savings, it's early days for us.  This past year was a pilot with respect to seeing if we could do the pole -- instead of doing pole replacements, to reinforce them.  And as such, we did not include the savings in this particular case.

MR. DAVIES:  Okay.  So that was because it was too preliminary to be a useful exercise?

MS. CUNNINGHAM:  That is correct.  We are still at pilot stage, so we are still trying to understand what the savings are.

MR. DAVIES:  Thank you.

MS. HELT:  Thank you, Mr. Davies.  We will then move to questions from the OEB Staff consultant from Metsco, Thor Hjartarson.  Go ahead, please.
Examination by Mr. Hjartarson:


MR. HJARTARSON:  Thank you.  I would like to start with referral to 1 Staff 16, and we have a handout of a table that was derived.

MS. HELT:  Yes, thank you, and I believe this has been provided previously.  Is that correct?

MR. HJARTARSON:  Yes, I believe so.

MS. HELT:  We will, for the purpose of the record, mark it as an exhibit, exhibit number KTC 1.1.

It is a table in reference to PowerStream's response to 1 Staff 16, and it's table of values which have been derived from table 16 A in part A of the response provided by PowerStream.

If you can just describe what the table is first?
EXHIBIT KTC 1.1:  table provided in reference to PowerStream's response to 1 Staff 16


MR. HJARTARSON:  Yes.  Basically, it takes the values that are given in 16 A, and is looking at what the increase in unit cost is for 2015 to 2020 compared to actual numbers in 2011 to 2014, and it shows the different asset classes.

We can see that increase in certain asset classes are, on average, about 19 percent cost variance when compared to the 2015, 2020 system renewal category, or 29 percent when specifically looking at underground and overhead planned replacement programs.

The most significant increase is in cable replacement, which is about a 73 to 108 percent increase in the unit cost.

Still, when you look at the overall cable length of 2011 to 2014, it is not a significant increase in length of cables going forward.

In part D of the question -- interrogatory that was there, there was relatively limited information provided by PowerStream to explain this difference in unit costs from the actual numbers 2011/2014 to the planned ones for 2015 to 2020.

So the first question I have is could PowerStream explain in more detail their reason for each asset class, what causes this increase which is from 16 percent to 108 percent in these unit costs going forward, and if the specific reasons could be provided such as labour, material, equipment, engineering, field complexities, or others that support that increase.

MR. KLAJMAN:  Thank you, Thor.  That's a very insightful question, and we have taken some time to try and frame an answer for you.  So I am going to attempt to do it by just heading down the table by category.

On the first line for transformer and municipal station circuit breakers, in the first three years from '11 to '14, the work was done in transformer stations for circuit breaker replacement where the components can be easily purchased and retrofitted.  And so the unit cost that is shown there represents that activity.

From '15 to '20, we have a number of municipal substations that require that kind of work, except in the municipal substations we can't simply put the breakers in.  We actually have to retrofit the entire switch gear line-up. So there is a blend of costs in 2015 to 2020 between circuit breakers at transformer stations and work at substations, and therefore that cost is higher going forward.

In the underground cable replacement, as we have noted in the evidence, we have increased our amount of injection that we were doing compared to cable replacement.  And what we’ve got in our plan is a high number of injection and a smaller number of replacement.

But as we go through and do an area, a subdivision area, we find that there are segments of cable that we can't replace.  We can't replace it because the neutral is corroded, or there’s too many splices and injection is not a viable option.  So we are left with segments that are still at risk.


So we will go back to that area and do what we call left behind cable segments. And when we go back into those areas the following year, we find that just like any other sort of construction activity, when you are doing a one-of your costs are higher.  You have got to set up, do your small segment, get out, do your next segment.


So went we cost that out and blended that rate with sort of a green field replacement, we found that the rate is in fact higher.

So what you’ll see there is a blended rate at the same length, which results in a higher cost.  And that was an interesting finding for us, one that we hasn't explicitly contemplated when we moved to the higher injection quantities.

Distribution transformers; when we were doing some rehab work, our field staff had indicated to us that with the old transformers, simply replacing the transformer itself wasn't really adequate because the grounding system associated with that transformer was also aged, in which case -- in a lot of cases had corroded.

So what we have now instituted is replacing the ground grid system with a transformer replacement, and that's added some cost to that line item.

On the switch gear replacement program, our estimates are done on a one-of basis.  So we are assuming that we have to go to a site, do the replacement, pack up and go to the next site.

When the programs are released, we have found there are efficiencies to be gained if we can do them in groups, and we can coordinate outages.  So we have actually had some savings there.

Now, the learning there is that we need to take those sort of savings and move them forward in our estimates going forward.  So there could be arguably some  overstatement with respect to that category, and the same can be said for the mini-rupter switches and the automated switches.

MR. HJARTARSON:  Maybe just to follow-up on specifically the cable, because that's such a high percentage.

MR. KLAJMAN:  Yes.

MR. HJARTARSON:  You are saying that it kind of -- you have noticed this now, this difference.


Have you considered the practices of how to do that? I mean, you might want to go back and look at that, when to replace and how to get that cost down, rather than coming back the next year?


MR. KLAJMAN:  We are quite open to anything we can do that creates efficiencies.


MR. HJARTARSON:  Okay.  A little bit further on this, would it be possible to go through these asset classes and provide specifically the labour, equipment, and material costs separately for each of the unit costs to see what those differences -- where the increases are?

MS. CUNNINGHAM:  That would take us some time to do, particularly from the historical perspective.  We could provide some information from an estimate perspective in terms of the blended rates on that basis.

MR. HJARTARSON:  I think would be specifically valuable if you would see it from a historical basis as well, because then you could see what the increases are in the different categories, but, yeah.

MS. CUNNINGHAM:  Yeah, I just don't think that we could do that --


MR. HJARTARSON:  Yeah, no problem.

MS. CUNNINGHAM:  -- with the time frame we have.

MR. HJARTARSON:  Mm-hmm.  Okay.

MS. HELT:  All right, then, so that will be Undertaking JTC1.9, and my understanding from the exchange is that you will provide the labour and equipment and material costs for the unit costs reflected in the table that is marked as KTC1.1; however, you will not be able to provide that on a historical basis; is that correct?

MS. CUNNINGHAM:  Yes, that's correct.

MS. HELT:  Thank you.

UNDERTAKING NO. JTC1.9:  TO PROVIDE THE LABOUR AND EQUIPMENT AND MATERIAL COSTS FOR THE UNIT COSTS REFLECTED IN THE TABLE THAT IS MARKED AS KTC1.1.  ALSO, TO DO AN ESTIMATE ABOUT WHAT THE BLENDED RATES WOULD BE.

MR. RUBENSTEIN:  Sorry, if I could add, you said something about, you could potentially do an estimate about what the blended rates would be?

MS. CUNNINGHAM:  Well, the material, labour, equipment breakdown will be based on our estimates that we have put forward as part of the rate case.

MR. RUBENSTEIN:  So this is for the forecast?

MS. CUNNINGHAM:  Yes.

MR. RUBENSTEIN:  Not historical.

MS. CUNNINGHAM:  That's right.  That's what we just discussed.

MR. HJARTARSON:  And even if specifically on the underground cable because of the big increase if an effort could be done there to look at the historical that would be appreciated.

MS. CUNNINGHAM:  Okay.  We can see what we can do.

MS. HELT:  That will then be part of the same undertaking, JTC1.9.

MR. HJARTARSON:  The next question is 2 Staff 35.  And it was in Part D.  PowerStream is unable to provide labour, equipment rates and their allocation will reflect actual costs of 2016.  That was a mistake in the question.  That was meant to be 2014 or 2015, so we want to kind of throw that back and ask if that could be provided.  Obviously actual costs for 2016 are not here.

MS. CUNNINGHAM:  Sorry, we didn't realize that you meant 2014 or 2015 --


MR. HJARTARSON:  No, that was our mistake.

MS. CUNNINGHAM:  I think that analysis would be pretty difficult to do in the time frame that we are talking about.  I don't think we could provide that in the time frame.

MS. HELT:  Can you just clarify for me what you mean by the time frame?

MS. CUNNINGHAM:  Well, it would take us a significant amount of work to pull that, so we are probably talking like a person's -- it's not readily available in that format, so a person would need to spend a number of days to pull and -- pull reports and put it together.

MR. HJARTARSON:  Okay.

MS. HELT:  Thank you.

MR. HJARTARSON:  The next question is I1 Staff 47.  And this is referred to a report provided by PowerStream, and -- around rear lot, and based upon a conclusion of that report, Appendix Staff 45.1, which indicates that continued replacement of rear lot with new rear lot construction is the most economical option -- this is from 2012.  Can PowerStream please explain the appropriateness of converting existing rear lot constructions now to underground front lot construction, particularly when at that time this option was considered most uneconomical when considering total cost, including cost to customers due to reliability impacts.

And the question is when, after the ice storm, did PowerStream revise that business case methodology, and if not, what kind of economical analysis were performed to prove that rear lot to front lot conversion is now an appropriate solution or approach.

MR. SHAIKH:  That's a long question.  I will begin with the rear lot.  When we did the first analysis in 2012 I think there were two -- four options discussed that is replacing the existing rear lot with the new rear lot overhead, the hybrid option that we called, is underground primary, and maintaining the secondary overhead and replacing the existing rear lot with the front lot underground.

In that analysis we found that the hybrid option and the existing rear lot with the new rear lot overhead were the two preferred options.  We did one pilot project for the hybrid option, and that was -- if you look at the December 2013 report, before the December 2013 ice storm report, the hybrid option was the preferred option for us.

After the December 2013 ice storm we had hired the consultant CIMA to do the analysis, and based on that analysis and also based on internal discussions with the PowerStream board, it was decided that the rear lot option, converting everything to the front lot underground, was a better option in terms of customer service and reliability, and that is why that option was selected.  We have not done any net present value analysis based on that.

MR. HJARTARSON:  Okay.  Another one was in response to Part B of that interrogatory, where you talk about the municipalities do not permit new overhead residential distribution.  Is there any official documentation or analysis or something that supports the conclusion that they do not permit new overhead applications in residential distribution?

MR. KLAJMAN:  In my experience -- I haven't seen the document.  However, we can attest to the fact that all new residential subdivisions are put in that way.  And over the years we have gone back to try and even put --


MS. HELT:  Your microphone just went off.

MR. KLAJMAN:  Sorry.  We've gone back to try and put overhead in industrial areas, and they won't permit it.  So it's -- we don't have any luck with that.

MR. HJARTARSON:  The next question is 2 Staff 48.  It is about rear lot as well.  And what I want to ask about a bit here is the benchmark of spending that has been set basically to get rid of all rear lot by 2029, so there is a certain benchmark of spending per year that's been set. We would kind of like to understand if similar spending reliability and risk benchmarks were utilized with an analysis of other assets, and then understand how these benchmarks were derived, and why specifically -- this is for 15 years -- was selected as opposed to a more or less stringent set of benchmark that would allow the utility to complete all rear lot either earlier or later, so really trying to understand why 15 years, and these are similar type of benchmarks used against other asset replacement programs.

MS. CUNNINGHAM:  So if I may answer that, I wouldn't describe it as a benchmark.  I would describe it as in our discussions we wanted to make a decision in terms of how long we would take to do the program.  So in this particular case we considered a couple of things in that.  One was the costs and affordability to be able to spread the program out.  One was the state of the assets.  A big driver for doing rear lots is not just reliability, but the assets are nearing end of life, so we considered the state and condition of the assets in relation to that.

And then the third thing we considered was part of that CIMA report is that they did look at the potential return -- they call it the return of a similar storm that we experienced in December 2013.  And previously they stated that typically, you would see that type of storm every 17 years.  They indicated that type of storm we can now expect, with changing weather patterns, to occur every 14 years.

And so we wanted to make progress on the program before such a storm may return. 


In reference to other programs, we have made not unsimilar decisions with respect to smoothing the programs out.  But each one of them is based on the merit of that specific program and the circumstances of that specific program.


MR. HJARTARSON:  Thank you.  I have a question referring to 2 Staff 51, and this is the referral to the value function and around the Cooper leaf C 55.


PowerStream explains that the value function’s specific parameters, such as value points, weights and other formulaic adjustment have been calibrated by the optimizer team.

Can you provide any more support documentation behind how these calibrations were done, or why the optimizer team came up with these various values, multipliers, and so on?  In the report, it is simply stated the optimizer team decided it was this and so on.

MR. KLAJMAN:  So as part of the evidence, there is the Copperleaf value function document --


MR. HJARTARSON:  That is the one I was referring to actually.

MR. KLAJMAN:  Yes, and it has a series of values and what the numbers were.

So with respect to determining what the numbers were, there was a balance between Copperleaf’s expertise in this sector, their experience with other utilities, and looking at the relative weight of what those different KPIs could do, in terms of value and how they fit into our corporate scorecard.

There isn't a document I can point to that summarizes the discussions.  They were sort of -- the team was in a room with the vendor, and going through those different elements, the conclusions were what was stated in that report.

MR. HJARTARSON:  Okay, thank you. Another thing, the value function uses hard and soft financial benefits to justify projects.  Were all of these benefits included in projected OM&A and other capital spending requested in the application?


MR. KLAJMAN:  No, they weren't.

MR. HJARTARSON:  Is there a reason why they are not included for those spendings?


MS. CUNNINGHAM:  When -- because it was the first year that we used the software for the optimization of this particular program, the hard and soft savings that project leads put in when they put forward their business case, there certainly was some not full understanding with all the project leads in terms of what we were looking for.


So we did do some work on them to determine where the ones that were truly real, in terms of that true cost savings, and those, as I recall, we did put in OM&A where it made sense to do so.

MR. KLAJMAN:  And I can also add that in 2015, we have continued to work with the product, and one of the areas that we noted that we wanted to improve on was the productivity savings.

So instead of having hard and soft financial savings, we now have three categories of efficiency, whether they are an expected result -- and if somebody fills out an expected result, those will be removed if there is an efficiency gain or if there is -- it just slipped my tongue, it's deferring the cost.


And so those are now in the program.

MR. HJARTARSON:  Thank you.  Referring to 2 Staff 53,  in response to part A, PowerStream states that it's necessary for budgets for vegetation management to increase by $500,000 each year in order to cover costs in response to improvements triggered by the ice storm, totalling about a two-and-a-half million increase by 2020.

Also what you submitted in appendix 10 B, page 1, the cost estimate for recommendation V 1 was provided, and there is a comments there provided by CIMA, this is about to create enhanced trim zone, and the costs were simply multiplied by three, three times what the previous costs were.

So could you elaborate on how three times, exactly three times the cost estimate to implement the recommendation was calculated for those costs, or how we got to the three times?


MR. SHEOGOBIND:  Sorry, which table are you referring to?


MR. HJARTARSON:  It's appendix 10 B, page 1, it's the4 cost estimate for a recommendation called V 1, V as in victor.  And it is about enhanced trim zone, so I assume it is around the blue sky and other costs around it, and it was exactly increased by three times from previous costs, or seems to be.


MS. CUNNINGHAM:  Which line of that table are you referring to?


MR. HJARTARSON:  It's the top line and, I believe, the column under comments.

MS. CUNNINGHAM:  Yes, so you would have to go back to the CIMA report.  When CIMA worked with us, they suggested a number of strategies to help mitigate from a forestry perspective, and one of them was increasing the trim zone actually going to what's called the blue sky trim zone.

There was another -- some other things that they suggested as well, that included doing some work with respect to trimming secondaries, because we don't trim secondaries right now, do some work with respect to dealing with danger trees, which we don't do a lot of right now.

So there was three or four things that they suggested.  When CIMA put the report together, with some help with us in looking at what we spend on our programs now compared to what they thought we should be doing and their expertise in other -- I believe they used some of their expertise in other utilities and what it cost them, but I don't know that for a fact.

But they had suggested in that report what that might cost. So we realized that we need to do more work in that regard.  And so we ratcheted back compared to what they suggested.

MR. HJARTARSON:  So you utilized three times - when you did your estimates, three times the previous costs for these type of trimmings?  Or --


MS. CUNNINGHAM:  No, I don't believe that to be the case.  I think that would be coincidence, if that is the case.

MR. SHEOGOBIND:  Just to add to that, we did do some internal review of the CIMA recommendations and costs, so there was considerable discussion with internal stakeholders as well as the forestry contractors that we currently work with to see if these costs and recommendations are reasonable, and that's how the costs that we have presented were derived.

MR. HJARTARSON:  Okay.  Just a little bit of a follow-on in that same IR, still on 2 Staff -- what is the number -- 53.

Can PowerStream provide further detail and calculation to show how the savings improvement of forecasted CMI savings values were used to compute the forecasted CIC, or customer interruption cost value in part G, Table 53 G and part E -- actually part G -- part F and part G?

And what I want to confirm is did PowerStream apply hourly customer interruption cost of $20 per kilowatt-hour for duration to each of the customer minutes interrupted instead of the customer hour interrupted?


When we looked at the table, it looked like it was don for each customer minute, and I just wanted to confirm that with you.

MR. SHAIKH:  Yes, you are right, this was done for each customer minute, because that is how the question was asked, so we had to convert that to each customer minutes of interruption.  So the $20 per kilowatt for the duration and $20 per kilowatt-hour for duration -- sorry, and $20 per kilowatt for frequency were converted to CMI.

MR. HJARTARSON:  So as a follow-up on that, isn't there a factor of 60 then missing in the calculation?

MR. SHAIKH:  Yes, there is a factor of 60 missing in that, so -- not missing, actually, if you want to connote that into hour, you have got to multiply it by 60, so that you are right.

MR. HJARTARSON:  Okay.  So then the benefit would become quite different?

MR. SHAIKH:  No, I think the benefit would remain the same, because we have used CMI savings rather than the SAIDI savings, so I think either you do it if you multiply by 60, because we are using a CMI minute, so the calculation wouldn't change in that case.

MR. HJARTARSON:  Maybe I will just ask you to confirm that within the calculations.

MR. SHAIKH:  Sure.

MR. HJARTARSON:  Thank you.  Do you want to take a break?  Yeah, let's do -- yeah, ask if we can confirm that.

MS. HELT:  So I believe, then, that was an undertaking, and that will be JTC1.10, and Mr. Hjartarson, if you can just repeat exactly what it is that you want confirmed.

MR. HJARTARSON:  Yes, so I wanted to confirm that PowerStream applied hourly customer interruption cost of $1.20 per kilowatt-hour for duration of the customer minutes interrupted, not customer hour interrupted, because there's a factor of 60 between those two, and that when it comes to benefit calculations this was considered.

UNDERTAKING NO. JTC1.10:  TO CONFIRM THAT POWERSTREAM APPLIED HOURLY CUSTOMER INTERRUPTION COST OF $1.20 PER KILOWATT-HOUR FOR DURATION OF THE CUSTOMER MINUTES INTERRUPTED, NOT CUSTOMER HOUR INTERRUPTED, BECAUSE THERE'S A FACTOR OF 60 BETWEEN THOSE TWO, AND THAT WHEN IT COMES TO BENEFIT CALCULATIONS THIS WAS CONSIDERED.

MS. HELT:  All right, thank you.

How much longer do you think you have with your questions?  I am just trying to determine if now would be a good time to take a break.

MR. HJARTARSON:  Probably about an hour.

MS. HELT:  All right then.  So then why don't we take a break.  It is 20 to 1:00, so why don't we come back at quarter to 2:00.  That gives us -- everybody just over an hour.  All right, thank you very much, we will take a break then until quarter to 2:00.
--- Luncheon recess taken at 12:37 p.m.

--- On resuming at 1:46 p.m.

MS. HELT:  All right, everyone, welcome back from lunch.

I understand that Mr. Macdonald would like to just clarify a couple of answers that were given by Mr. Barrett previously, and he can answer any follow-up questions if there are any.

So I think would probably be best if we start with that, and then we will continue with the cross-examination of the panel.

Mr. Macdonald?

MR. MACDONALD:  Thank you, Ms. Helt.

MS. HELT:  Did I say cross?  Oh, I shouldn't have said that, big mistake -- with the clarification questions.

MR. MACDONALD:  Yes, I just wanted to clarify a couple of issues, if I may.  The first is 3 Energy Probe 24, which a question that was asked in different ways about taxes, whether you apply them going backwards or forwards.

So I just wanted to add one thing I didn't think was mentioned, and that was in our response, part C, we did confirm that we did this work in keeping with the chapter 2 filing requirements.  I just wasn't sure if that was said this morning, so I just wanted to clarify that. So that's the first item.

The second one is 2 Staff 23, which was asked as well, I think by Ms. Girvan, about regulatory costs for this application, and I just wasn't sure if it was clear that those -- the costs for this customer application will be in current rates and there is no money -- there is no money in this application for the costs of the application.

I know some utilities do seek the amortize the costs over future years.  We did not do this year, and we did not do that for 2013 EDR or ’12.  It’s just sort of a practice that we have, so I just wanted to make sure that was clear.

MS. GIRVAN:  Sorry, Colin.  So where are they?

MR. MACDONALD:  They will be spent at a current OM&A dollar, the current rate.

MS. GIRVAN:  In 2015?

MR. MACDONALD:  Correct.  So it takes a tiny bit of pressure off rates.

MR. GARNER:  I have a bit of clarification.  On the first one about the taxes, you said they were filed in accordance with chapter 2.  I am sorry, is there a message in that?  You saying what to us?


MR. MACDONALD:  Well, we got into more approaches and pros and cons, but I just wanted to be clear that there some Board guidance, and we did follow that guidance.

MR. GARNER:  That is what I was asking.  So there is guidance in chapter 2 with respect to that.  Is that what you are saying?

MR. MACDONALD:  Correct.

MR. GARNER:  Okay, thank you.

MS. HELT:  Thank you, Mr. Macdonald.  Are there any other follow-ups from those particular clarifications?

No?  All right, thank you very much.

All right, then we will continue with our clarification questions for this panel. Mr. Hjartarson?

MR. HJARTARSON:  Yes, thank you.  It would be 2 Staff 57; there was a part B, where there was a question in the interrogatory about SAIDI dropping from 2015 to 2020, from 69.26 minutes to 59.97 minutes, or a drop of about 9.3 minutes.

And we had asked if PowerStream could state the level of capital expenditures that were, on average, necessary to achieve a one minute reduction on SAIDI and comment on the results.

And in the response to part B, this was not really answered in terms of SAIDI, but rather in customer minutes. We are wondering if PowerStream could provide the value that was asked for.


MR. SHAIKH:  That's fine, we will provide it.  Sure, we will take that undertaking.

MR. HJARTARSON:  Thank you.

MS. HELT:  Undertaking JTC 1.11 is to provide the answer to 2 Staff 57, part B.
UNDERTAKING NO. JTC 1.11:  to provide the answer to 2 Staff 57, part B.

MR. HJARTARSON:  Next is 2 Staff 59; the explanation that PowerStream gave is that there was a calculated dollar per employee figure that includes significant material and external purchase costs in each of the 2012 to 2020 years.

Is it possible to provide these material and external purchase costs for each of the years, and for the work that will be completed by internal resources?


MS. CUNNINGHAM:  We are just having a conversation to see if we can.  Can you explain to me exactly what you are looking for?  That might be helpful.


MR. HJARTARSON:  Yes.  So in the answer you had there, you said the calculated dollar figure includes material costs that can be significant, especially related to the construction of new transformer stations and also external purchase costs, for example land for building the new transformer stations, and the same if answer A.

So we were just wondering if that could be more detailed.

MS. CUNNINGHAM:  So you are looking for us to split out of that total cost, being labour, material, et cetera?

MR. HJARTARSON:  Yes, if it's possible.

MS. CUNNINGHAM:  Okay.  We will try to do that.  I am not sure that we can, but we will try do what we can.

MR. HJARTARSON:  That's fine, thank you.

MS. HELT:  All right, so undertaking JTC 1.12 is to try and break out the material and external purchase costs for each of the years 2012 through to 2020 for work completed by internal resources, and this is with respect to the answer given to 2 Staff 59.

UNDERTAKING NO. JTC 1.12:  to try and break out the material and external purchase costs for each of the years 2012 through to 2020 for work completed by internal resources, and this is with respect to the answer given to 2 Staff 59

MS. CUNNINGHAM:  That's correct, I my guess is we may not be able to do it specifically for projects that internal employees worked on.  But we may be able do it from a total portfolio perspective.  Is that acceptable?


MR. HJARTARSON:  That's fine, um-hmm.  The next one is 2 Staff 71, and this comes down to -- it's looking at cable injection and costs of replacement, cable replacement.

First of all in part A, PowerStream states in its answer that $288 per meter of cable replacement was thought to be achievable, therefore new estimates were used in the range of $469 to $614 in 2015 to 2020.

However, in its response to 2 Staff 16, in table 16 A, an actual dollar per unit cost of cable replacement varies from $213 to $297 in 2011 to 2014, an average of its $265 per meter is below the $288 per meter benchmark.

So I just wanted to see if there is a discrepancy between the $265 per meter and the estimated $288 per meter.


MR. KLAJMAN:  If I can respond to that by commenting back to the discussion we had on Staff 16, where again the costs are a blended cost.  And so that -- that reflects the higher cost than the $288 previously cited.

MR. HJARTARSON:  Yes, so this was actually not the higher cost, the 469, but also there seemed to be two numbers provided in 2011-2014, 265 per metre, and then 288 per metre, so that is maybe something subject to check, or --


MR. KLAJMAN:  Yes, that would be subject to check, yes.
MR. HJARTARSON:  Okay.  And then also in response to Part B of that answer that you provided, how the change in submitted funding due to the budget optimization process does not affect the scope of the project; that is, length of cable replacement stays constant in 2015 to 2020, and according to that, if the scope of the project is being adjusted through the budget optimization process, wouldn't there be an updated number of cable kilometres that changes?
MR. KLAJMAN:  Yes, that's correct.  In our process, to do the optimization, there can be the occasion where the optimizer program takes projects that are in, and there could be a slight delta, so to make the number hit the constraint we would remove it from the cable remediation budget.  And when we did that, we did not go back and adjust the unit price -- or the distance to match.  That was just an oversight on our part.

MR. HJARTARSON:  Okay, thank you.

So go to 1 Staff 14.  In this question, the Board Staff asked to provide details now that productivity savings on the capital program had been derived, and Part B of that question, PowerStream explained that capital cost savings are adjusted to 40 percent of the capital savings to measure the productivity savings resulting from utilizing cable injection technology by comparing on a comparable basis.  And so the question is:  How this 40 percent is achieved, and whether that's through simply looking at the years, 20 years, compared -- lifetime compared to 50 years, or is it actual life cycle cost analysis done?

MR. SHAIKH:  No, it's just a straight calculation looking at the 50-year life versus the 20-year life for injection.

MR. HJARTARSON:  Okay, thank you.

1 Staff 16.  And this is a little bit of a -- because the increased cost of the cable replacement cost program, and you will recall we just talked about the unit costs were significantly higher than before.  How does that impact the overall productivity savings claimed through the expansion of the cable injection activity in 2015 to 2020?

MR. KLAJMAN:  So based on our earlier discussion, and the fact that we have that blended rate, there is actually now an additional cost to go back to add to those productivity -- well, to reduce the productivity savings based on the incremental cost of the replacement portion.

So if we were doing the 7 kilometres of left behind at a higher cost than we had first estimated then that has to be factored into the mix and then recalculated.

MR. HJARTARSON:  So you would see the productivity results from that increase or decrease or...

MR. KLAJMAN:  They would decrease.

MR. HJARTARSON:  Okay, thank you.

1 Staff 18, and you had provided a number of figures which are econometric replacement results, and we wanted to understand why there were no such figures for wood poles and underground primary cables in the response.

MR. SHAIKH:  We don't do econometric analysis for wood pole and cables, we just have the prioritization index as explained in that ESP.

MR. HJARTARSON:  Is there a specific reason why you don't do that or...

MR. SHAIKH:  Well, the specific reason, I can just say that it would be very cumbersome to do for each cable segment.  It wouldn't be physically possible to do it for each cable segment econometric analysis.

MR. HJARTARSON:  The second part of that, can you provide the rationale for not including the replacement of MS primary switches and capacitor banks in the renewal program as indicated by the econometric replacement results for these parts in the answer, or are they maybe perhaps hidden somewhere else?

MR. SHAIKH:  No, we are not replacing any capacitor banks or the MS switches.  Especially this econometric analysis is just for the overall picture.  We are looking at the condition based -- all of our assets are replaced based on condition.  The condition of those two assets doesn't warrant replacement right now, so that is why they are not included.

MR. HJARTARSON:  Okay, thank you.

Lastly, similar -- the number of distribution transformers planned to be replaced in 2015 to 2020 are 360, which far exceed the indicated amount of proactive replacement identified in the answer for the econometric replacement, which was 140.

Is there a similar explanation for that, or...

MR. SHAIKH:  Yes, I would say that, because most of the distribution transformers that we are finding are corrosion issues and a lot of safety issues in terms of the oil leaks, as well as shifting of the bags, and that poses a safety risk, so that is why they are being replaced.

MR. HJARTARSON:  And that does not show in the econometric analysis?

MR. SHAIKH:  No, because the transformer model doesn't reflect the true condition, because the transformer is -- the transformers are replaced -- are run to failure asset.  We don't proactively change except for the transformers that possess a safety or environmental risk.

MR. HJARTARSON:  Okay, thank you.

The next question is 2 Staff 35.  And specifically looking at Part E.  In that Part E, PowerStream provides a variance by cost categories, and -- for instance, on labour, material, contract, and so on, and there is variance given.

The question is, is it possible to understand the costs of the variance in each of those categories, for instance, what cost is the labour to change so much and so on?  And if that is possible, could PowerStream then do an analysis to provide that type of an explanation?

MR. KLAJMAN:  Okay.  The metric that we have there for work order variances is an interesting one, from my perspective.  When we started that particular metric back in 2013, we were looking to find at a work order level any issues that we may have to deal with cost variances.  And so when we developed this metric, we thought we were getting to the root of the problem.  But through this interrogatory process, what it's shown us is that it's a little more complicated than that, because a work order is for an individual, specific site location project, and a work order doesn't necessarily equal a project, because there can be multiple work orders to hit a project, and a project doesn't hit a budget because there can be multiple projects that form a budget.

So the way that the metric is designed makes it very difficult to translate costs back to the budget, and I say that because last year we spent 101 percent of our budget through the capital program, and we believe we were managing it prudently, and there still are, at the work order level, considerable variances.

And some of the drivers we found for that had to do with timing, some of them have to do with the fact that some of the work orders that are created weren't part of the first work orders, because we could have phased jobs.  There is a whole nest of issues.

So I know that we have got some work to do to make that metric more meaningful as a statistic and relate it back to the budgeting process.

So the answer to your question, it's going to be very difficult to get those numbers.

MR. HJARTARSON:  Okay, thank you.  2 Staff 36, and this is very simple.  In your answer, you stated that failure rates for each asset class is available.

Would that be possible to provide that for the last five to ten years?

MR. SHAIKH:  Yes, sure.  I think it is included in the DSP, and we can just provide the failure rates, yes.


MR. HJARTARSON:  Okay, thank you.  2 Staff 41 -- no, actually, skip that one; I am not going to ask that.

2 Staff 42; this is around health index for wood poles, and PowerStream states that although remaining strength is available for wood poles health index, it is not used to calculate it.

The question is why does PowerStream not consider data available at a time to develop health index, even though the full formulation may not be utilized based on other data gaps.

MR. SHAIKH:  I think we do use the prioritization index.  But that takes into account the remaining strength of the pole.  That is one of the -- if you look at prioritization index for the poles, it does include the health index for -- it does include the remaining strength of the pole.


So that is being utilized.  But we are not considering it -- we are not using it as a health index for that pole, for the pole population.

MR. HJARTARSON:  So you don't use remaining strength for health index, basically?

MR. SHAIKH:  Well, we do use remaining strength for the prioritization index for the poles; so that is being used.


MR. HJARTARSON:  Okay, thank you.  2 Staff 49; you give an example in part B about unit costs for underground Option, and there is a factor in thereof 1.47 in the multiplication in the formula.

And we were just wondering where that comes from.  Is it based on historical data, or what is the background of the that factor?  It's an example that's provided in answer B.

MR. SHAIKH:  I think that was developed by CIMA, so I think I cannot answer that question.  Based on our cost, they multiplied by 1.47 and they came up with that number.

MR. HJARTARSON:  So you don’t know -- you can maybe confirm what it's based on?


MS. CUNNINGHAM:  It might be difficult for us to do that, because we would have to go back and ask the consultant, and the presumption would be that that person who assisted with the report is available.


MR. HJARTARSON:  But that number is used for your estimation process, right, --


MS. CUNNINGHAM:  Exactly, yes.

MR. HJARTARSON:  -- so for those costs. Okay, thank you.


MS. HELT:  Just to clarify, it is a request to ask the consultant and if the number -- if the consultant is available and can provide the background to the 1.47 factor, if you can undertake to provide that?

MS. CUNNINGHAM:  Yes, we can ask if it's available.

MS. HELT:  Thank you.  So that will be undertaking JTC 1.13.

UNDERTAKING NO. JTC 1.13:  to ask the consultant to probide the background to the 1.47 factor

MR. HJARTARSON:  My next question is on 2 Staff 58, and it refers to the table there with benefit cost ratios.

It is a similar question as I asked before.  I just wanted to confirm and make sure that the duration -- the hourly measure of duration customer interruption cost of $20 per kilowatt-hour was applied correctly to each of the customer minutes interrupted, assuming it -- because you are looking at hours versus minutes.  That has a big effect on benefits.

MR. SHAIKH:  Yes, we will provide you the calculation as we said before, because we used the same number.

MR. HJARTARSON:  Thank you.  2 Staff 70; there is a Table 70 A, where PowerStream shows cable injection and replacement projects in 2012 with a number of cable failures for each area in 2011.  The total sum of all of the cable failures in mentioned areas is 117 in 2011.


On Figure 2, an updated asset condition report, appendix 69, the total number of cable failures in the system is only 103 in 2011.

Maybe that's something that could be subject to check, which data point is correct.


MR. SHAIKH:  I think in this case it might be the cable failures that happened in that areas right up to 2011.  So it might be including failures for the previous years as well.

MR. HJARTARSON:  Yes, so it's says 117 and 103 was the other number.

MR. SHAIKH:  Yes.

MR. HJARTARSON:  So it might not be over the same period, you’re saying?

MR. SHAIKH:  Exactly.

MR. HJARTARSON:  Okay, thank you.  2 Staff 74; in its response, PowerStream states that it expects a number of units will transition from fair, good, very good condition to poor and very poor, and therefore required replacement as per the proposed rates in the filing.

Has PowerStream completed any analysis to value asset condition transitions between condition states on which it can base its proposed replacement strategy -- that is how it moves from fair to poor, and so on over time?


MR. SHAIKH:  I think we have not done that analysis in terms of when it moves from fair to poor.  We just look at -- these are based on the inspection results for that period, for the five-year period.


So every year we do one fifth of the assets, which are inspected each year.  So those are a moving target based on the inspection results each year.

MR. HJARTARSON:  So the plans you have are not -- they don't include those transitions.  You expect from some good assets to go into poor, as such.

MR. SHAIKH:  No, they include the transitions, but it is just an estimation that we figure out -- okay, based on the previous experience, we figure out that maybe two or three percent of the population will move into the poor condition.

MR. HJARTARSON:  And would you have those kind of calculations of previous experience, or --


MR. SHAIKH:  I would -- that would be difficult for the mini-rupter switches, because we didn't have -- we didn’t develop the model for mini-rupter switches up until last -- in 2013, we developed the model.

MR. HJARTARSON:  Okay, that's fine.  2 Staff 86; this is about new subdivisions.

In its response, PowerStream states that there are no reliable leading indicators that could be used to forecast activity with any degree of accuracy for this type of development.

So based on that, we would like to have PowerStream explain how it has forecast a significantly and  consistently higher capital based on the above statement.

In other words, if the there are no reliable leading indicators, how can you still significantly forecast higher capi?

MS. CUNNINGHAM:  So we know that we will get some commercial subdivisions over the next period.  The problem is we don't know how big it's going to be in a given year, and you can see from the history and the spending that it is all over.

And so all we really have to go on is essentially the intel from some of our developers and discussions with them, and get a bit of an idea what projects might be out there, but we don't know the time frame.

And so it's the combination of listening to that -- those people and the fact that we have had spend in the last number of years, and so we try to take somewhat number that is indicated between those pieces of information and do the estimate that way, since we do know that we are going to have commercial subdivisions.

MR. HJARTARSON:  Okay, thank you.

Another part of the answer which actually talk about that it's consistently higher for those residential subdivisions is primarily due to accounting treatments that were made to reflect regulatory and process changes.

Could you explain what these are, what these regulatory and process changes are?

MS. CUNNINGHAM:  So there is a couple of things that have contributed to the differences in costs from the prior period to the future period.  When it comes to things like accounting treatments, back in 2013 we no longer had upstream charges within residential subdivisions that cause costs to be increased.

When it came to -- the other thing on accounting treatments is how we were pulling the data with relationship to some costs that were exclusive to the developer was not consistent, so it caused the lower period numbers to be lower.

And there is a significant variability in the prior period numbers with respect to the timing of receiving funds compared to -- the contributed costs compared to when the subdivision is actually constructed, and we don't forecast that variability going forward because it's too difficult to do so.

MR. HJARTARSON:  Is it possible to kind of quantify this type of impact that you have just described?

MS. CUNNINGHAM:  I am going to say it's going be very difficult because, to be fair, it's been difficult for us to get a handle on it, and it is just because of the way the reports were pulled, and there was some inconsistencies in the past of how they are pulled, and it's difficult to go back and figure those out.

MR. HJARTARSON:  Thank you.

And believe it or not I have my last question, so...  It is response to 2 Staff 65 B, and also 3 AMPCO 18 C.  So this is actually a verification, because there are two different answers given to those two.

In the response to Staff 65 B PowerStream states that a forecast includes a 3 percent inflationary rate.  In AMPCO 18 C it says that a rate of 2 percent was used.  I just ask you if you can reconcile the difference and if budgets have to be recalculated based on that?

MS. CUNNINGHAM:  So we have used a couple of different numbers for escalators for the capital budgets, and it principally is determined through the work force that's going to be doing it.  And we have found through historical sort of practice that any of the work done by our silicon tractor, because it also includes -- they supply material, not just labour -- that we have found that the escalation is higher compared to work that's generally -- we are doing the purchasing or it's the lines crews that are doing the work, is that we find that the 2 percent is -- we believe is more in line.

MR. HJARTARSON:  Okay.  So actually, that answers to both questions as they are, is correct.  It is 3 percent in one and 2 percent in the other.

MS. CUNNINGHAM:  Yes.

MR. HJARTARSON:  Thank you, that's all for me.

MS. HELT:  Thank you, Mr. Hjartarson.

Mr. Aiken, would you like to go next?  Oh, he is not there.  I can't see him behind the pole.

All right, any of the other intervenors want to volunteer to go next?  Mr. Rubenstein?  No.  Ms. Grice?

MS. GRICE:  Sure.

MS. HELT:  All right, great.
Examination by Ms. Grice:

MS. GRICE:  Good afternoon.  My first question relates to 1 Staff 4.  And it has -- it's on -- related to the responses to Part A and Part B, and it's around the discussion of 2013 actuals compared to 2013 Board-approved.  And the response indicates that actual spending was $18.5 million less than Board-approved and that part of the reason was that there was less spending in new services and road authority projects, and I just wondered if you could just highlight sort of what happened that would have caused those projects to have less spending?

MS. CUNNINGHAM:  So road authority, as you may know from previous applications, we have been working with York Region Rapid Transit and doing significant amount of road authority work in regards to that organization, and of course then we have our regular road authority for the other municipalities and regions we work with.

So at the beginning of the year we -- or when we put the rate application in we did a forecast on the road authority.  It's very difficult to forecast, because they say that they have all these plans that they want to accomplish, and sometimes they don't accomplish those plans.  Sometimes the opposite happens with respect to, they actually accomplish more plans than they told us about.

So we will have variability in our spend with road authority, and the York Region Rapid Transit in 2013 was the main contributor to that -- that variability in that particular year.

I do know, you know, road authority is really interesting, and it is very difficult.  When we put this application forward, we put forth our best guess of road authority monies in the application.  You know, we have a challenge in front of us, and that's the fact that we have got, as I mentioned in our opening presentation, you come up with these unknowns that you don't know about, and one of them we mentioned was that the York Region's road budget was almost doubling from the 2011/'14 period for the next -- compared to the next four years.

That, combined with York Region Rapid Transit, is their plans in the next two or three years are becoming clearer, and we have come across a project where we actually have some underground infrastructure.  We didn't anticipate having to move it.  We have to move it at significant cost.

So in fact, we have variability going forth, and it's going to be the opposite, and it is almost to the tune of -- we think it could be close to $20 million over the next five years as an increase of which is not reflected in this particular plan, so it is challenging.

MS. GRICE:  Thank you.  That was going to be my next question, because you mentioned in the interrogatory how you don't anticipate a variance in 2016, but I was going to ask about, what about the subsequent years?

MS. CUNNINGHAM:  Yeah.  We think it's going to be more.

MS. GRICE:  And what about new services?

MS. CUNNINGHAM:  So new services again, we have given our best guess, in terms of where we think it's going to be.  I would suggest that the commercial subdivisions, as I was explaining earlier, that, you know, that has definitely some variability, because there are some commercial subdivisions if, you know, if you know about Vaughan Metropolitan Centre, it depends on how fast that particular centre goes, but that causes that variability, and with respect to the residential subdivisions, that's probably the most stable in terms of the lots that we actually do.  What becomes variable in that is the timing and when we receive the contribution compared to when the subdivision gets built.

MS. GRICE:  Okay, thank you.

My next question is regarding an answer to CCC 3.  And you discuss in the response that there has been no -- fundamentally no change in how PowerStream has selected timing for us at replacement, and could you just at a high level explain the mechanisms you use for timing, because it's my understanding there is more than one.

MS. CUNNINGHAM:  So we go through a process with our asset planning to look at our health indexes, to look at the prioritization, individual prioritization, with respect to the condition of each assets, and since we have started that back in 2010, we have -- we continue to use the same process for each one of the assets, and then when we -- through that information, we look at a particular asset class and we say, oh, the program is going to -- this is what we need over the period of time.

Then we look at, well, what is the affordability, what is the true conditions of the assets, and any other factors -- factors like reliability that come into play, and decide whether we move things forward or backwards.

And so principally, we haven't changed from the way we have done things, in terms of how the process had build it up, or with respect to cables and poles et cetera, with how much we want to accomplish in a given year.

Of course, we have changed with cables as we learn new information, is we are changing the methodology and doing more injection than we are actually replacing the cables.

So those are the types of things we have done and made along the way, but just adding more assets and getting more granular in how we look at our assets is what we have been doing.

MS. GRICE:  So the starting point is the asset condition assessment.  Is that sort of where you start from?

MS. CUNNINGHAM:  That's right, yes.


MS. GRICE:  Okay, thank you.  In 2 AMPCO 6, you discuss in the response that you look at other factors, such as failure trends.  I just want to speak generally about failure trends.


So when you have your reliability data and you have your outages related to defective equipment and then, within defective equipment, you have a further breakdown of categories of equipment and how many outages and stuff, is it -- what is the connection between that data and your failure trend analysis?


Is it the same numbers or do you do something to those outage numbers to assess the failure trends for each asset class?  I’m just trying to connect the two.

MR. SHAIKH:  The starting point, as Ms. Shelly said, is that we look at the asset condition assessment report.  In the asset condition assessment report, we always look at the failure for that asset.


So if you look at -- in one of the appendices is the asset condition assessment report, and the failure rate of those assets are included in that asset condition assessment report.

So they tie in together.  We look at it simultaneously with the ACL results as well as the failure trend in the report, and the investments are made based on that.

MS. GRICE:  But is it related?  Is it a direct relationship then to your reliability data?


MR. SHAIKH:  Yes.

MS. GRICE:  Okay, good, thank you.  I just wanted to talk a little bit about 2 AMPCO 8.


We asked a couple of questions about what was the meaning of very poor, poor, fair, good and very good, and then how these categories guide the timing of asset remediation needs.

And you provided sort of the score range, and I just wondered if we could talk a little bit about the score ranges for poor and very poor.  And I think there has been a little bit of discussion about that already today, but the way I look at your planned asset replacement is you're pretty much addressing, in the next five years, those assets that are in poor and very poor condition.  Do I have that right?


MR. SHAIKH:  Yes, you are right.  Most of the assets that we are replacing in the next five years are in the very poor and poor categories.

MS. GRICE:  And then in the next five years, some of the fair condition assets are also going to be addressed?

MR. SHAIKH:  Not the fair condition.  We expect that some of the assets which are in fair condition today might move into the poor category -- will move into the poor category.

MS. GRICE:  And is it possible that none will move into the poor category for certain asset classes?

MR. SHAIKH:  It's not possible because the system is aging.  So every year you see a certain batch of assets moving into the poor category from the fair.

MS. GRICE:  So is it fair to say that fair is sort of the next five to ten years?  Can we but that kind of range around it?


MR. SHAIKH:  For some assets, yes; for some assets we don't know.  Like it depends on the failure rate and the type of assets we are looking at.

So we cannot generalize that in the next five years, the assets for each asset class will be moving from the fair to poor condition.

MS. GRICE:  So assets that are in good and very good condition, is there a time frame around when you typically need to address those assets?  Is it, you know, ten to 15 years, ten to 20 years?


MR. SHAIKH:  Well, again, I would go back to the same answer that it depends on the type of asset and what our failure models and the reliability data tells us.

MS. GRICE:  Do you know if Kinectrics has sort of rule of thumb around what those categories mean?  Have they advised in any reports that they thing, you know, fair is between X -- between year X and year Y?  Do they give any guidance in that way?


MR. SHAIKH:  I think you could make an assumption based on the failure curve.  If you look at the failure curve that they have provided in the asset condition report, based on that you could make an assumption that the asset which is like -- let’s say for a cable which is in -- the new cable they are putting in the ground today is expected to last for 50 years, so those are in very good condition.  So those will probably not move into the bad condition for the next 30 years.

So I think it all depends on the type of asset that is looked at, and also depends on the failure curve.  So I cannot just generalize how each asset will move. But I think if you look at the ACA report, you can probably get an idea from that.

MS. GRICE:  Okay, thank you.  In part F, you provided the PowerStream asset condition assessment technical report.

Could you just provide, please, the date of that report?  I couldn't find it on the report.


MR. KLAJMAN:  Is the question for the last document, the latest one?


MS. GRICE:  Yes, the one that's included as part of -- it's the appendix AMPCO 8 F.

MR. SHAIKH:  The latest one is included in one of the appendices, I can guide you to that.


MS. GRICE:  I thought it was AMPCO 8 F.


MR. SHAIKH:  It is in AMPCO 22, in the appendix.


MR. KLAJMAN:  The one that is referred to in AMPCO 8 F is the latest Kinectrics, which goes back to 2009.  But then the latest ACA report that Riaz is talking about --


MR. SHAIKH:  The one that I am talking about is the latest one that we had prepared in 2014; it's dated December 31st, 2014, it's in appendix AMPCO 22.

MS. GRICE:  Okay, good.  I wanted to know what the date was of the one in AMPCO 8 F; it wasn't on that report.  So you’re saying 2009?

MR. SHAIKH:  Yes, it was somewhere in 2009.

MS. GRICE:  Okay, thank you.  Now in AMPCO 9, you indicate that there is no health index for cable.

So I just want to confirm then that mostly then you are relying on the failure trend of those cables and the age of the cables?

MR. SHAIKH:  You are right.  I think there is no cable -- we are relying on the failure trend, as well as the age of the cable.

In addition to that, PowerStream does the 10 delta testing.  So in each area before we go, the first cut is the cable age and the failure data in that particular subdivision or area, and then we do -- we follow it up with cable testing.  And if we determine that the cable is bad, then we go ahead and do injection or replacement.

MS. GRICE:  Okay, thank you.  Can we go to 2 SIA 8, please?

There is just a statement at line 26 in that response where you say you are pacing your investments -- that you consider that you are pacing your investments, because the replacement numbers are below the quantities that both the condition and end of life statistics warrant.

But I have just heard a number of times that it's -- you are mostly basing your asset renewal on the condition of the asset.

So I just wondered if you could clarify further what you mean by when you are adding in the end of life statistics.

MR. KLAJMAN:  My recollection for that particular TCQ question was it was asking about end of life and typical end of life.

So we were responding to the typical end of life for a given asset, and looking at the number of assets related to that end of life, and so our answer was specific to the end of life, the number we have beyond end of life. So we are either looking at it from a condition base or end-of-life base, which was asked in the IR.

MS. GRICE:  Okay.  2 AMPCO 18, please.

I just wanted to understand a little bit further how assets in fair condition move into replacement in the next five years.  So if we look at the example of the mini-rupter switch, you have got 90 planned for replacement from 2015 to 2020, and if I look at -- just bear with me here -- technical-conference question 17, where you provided the condition of the assets in good, fair, and poor condition.  And I believe this is as of 2014.

So you have got 40 that are in poor -- oh, sorry, 38, and then you have got 123 in fair condition.  You have planned to replace 90 switches, so that basically means that 52, then, from fair condition are moving into replacement mode in the next five years, which is more than 40 percent of the fair quantities.

And so I just wondered, is that sort of typical that you -- because that is more than just, you know, a few or several units, it's more than 40 percent of the units, so I just wondered, is that sort of the trend, is a quantity of that magnitude?

MR. SHAIKH:  Those mini-rupter switch are mostly installed in -- they are 25- to 30-year-old asset, and those are installed before 25 years, and 25 to 30 years, and we feel that, based on the inspection results that we get each year, we feel -- we see that -- a lot of units moving from the fair condition to the poor.  This is based on inspection results each year that we get.

MS. GRICE:  Okay.  I was just more commenting that it's a few more than just several of those units, which is what was indicated in the response to Part B.

MR. SHEOGOBIND:  If I could add to that.  There are specific design characteristics with mini-rupter switches that cause them to deteriorate very quickly, especially when they are of a certain vintage, and the reason for that is because, unlike modern-day switches which are completely enclosed in a metal compartment, mini-rupters are open at the top and the bottom of the compartment, so they are very susceptible to things like dust and other contaminants getting into the switch components inside the box, so we do find that the rate of deterioration of those assets is very rapid.

MS. GRICE:  Okay, thank you.

Can we now go to AMPCO 21, please.  There has been a bit of discussion already on vegetation management, and I had wanted to ask a question about how the -- or why the unit rate has increased so dramatically from 2014 actuals of $2,000 per kilometre to $5,200 per kilometre, and you mentioned that you were doing some blue-sky type tree-trimming, et cetera, so I won't ask more about that.

But just in terms of the kilometres, do you have areas that you do?  Do you break apart your territory into different areas, and then that is what you are putting together to make up the 900 kilometres for the 2017 to 2020 period?

MR. SHEOGOBIND:  In essence, yes, because in urban areas we undertake tree-trimming on a three-year cycle, rural areas are on a four-year cycle, and rear lots on a two-year cycle, so you're correct, we do break the service territory up into sectors.  Say if you look at the urban areas.  We do approximately one-third of our urban areas every year.  So the numbers for the linear kilometres are derived from that.

MS. GRICE:  So the 900 then that happens each year, it's made up of the same components each year, or are you doing more of -- how can I explain this?  I am just -- you are adding those three things together, urban, rural, and rear lot, to make up your 900 every year.

MR. SHEOGOBIND:  That is correct, yes, so you will see, like, from 2017 to 2020 we have sort of reached what -- like, sort of a steady state in terms of linear kilometres, which is a combination of urban, rural, and rear lot that is making up the 900 kilometres each year.  And I guess what we were getting at in our answer, and, you know, if I could speak to your earlier question about the dollar cost per linear kilometre, what the dollar cost is reflecting is the fact that we are making enhancements to the vegetation management program as a result of our experiences during the 2013 ice storm, and, you know, our intention is to mitigate the impact of future severe storms on the system and consequently our customers, and the enhancements that we are making were supported by the CIMA study into storm hardening.

So there is a few things that we are doing in terms of changes to the vegetation management program that are the driving OM&A increases.  We are moving to a blue-sky approach, which essentially means that we will be removing the overhang over power lines.  We are also aiming to get more cutbacks so that we have more clearances between vegetation and power lines.  We are going to be doing proactive hazard tree removals, which is where, you know, if there is rotting trees that are outside the trim zone but there is a chance it could fall into the power line, we will be removing those, and we also will be performing tree-trimming around secondary service wires that are on customer property.

So those are things that we don't do today, but we see them as necessary enhancements to our vegetation management program in order to improve the customer experience, as well as mitigate the impact of future storms.

So what we were getting at in that response is, you know, the linear kilometres for the last few years is fairly static, but the dollars are increasing, so that's why the dollars per linear kilometre seems to be increasing so rapidly, and that is what we were trying to explain in that response.

MS. GRICE:  Okay, thank you.

MR. HJARTARSON:  Can I just do a follow-up question on that, Stanton?

MR. SHEOGOBIND:  Sure.

MR. HJARTARSON:  Because you were saying you are going to the blue-sky approach, but you are increasing budgetary spend by 500,000 per year and up to two-and-a-half million dollars increase in five years.

MR. SHEOGOBIND:  Correct.

MR. HJARTARSON:  But once you started blue-sky, wouldn't cost perhaps go down again afterwards once you have cleared that area and you don't have to clear as much above, and you won't have to maintain it?

MR. SHEOGOBIND:  You know, it's actually a very interesting question, because we have actually wrestled with this internally, and I guess the short answer is possibly.  It depends on what type of vegetation and what types of trees we have out there, because there are certain types of trees where, yeah, we might do the blue-skying approach once and it may grow back, we may go back a second time and there may not be as much to remove the second time, and then eventually it may not grow back at all.

But that is dependent upon the type of trees that we are dealing with, which is something we are also in the process of trying to get a handle on, is exactly what type of trees do we have on the system, but as far as the costs go for this forecast period up to 2020, we are quite confident that those are the costs that will be incurred.

MR. HJARTARSON:  Thank you.

MS. GRICE:  Thank you.  I just have a couple of questions left.

If we can go to AMPCO 23, please.  I just want to clarify the spending.  So you are spending 3.5 million in 2015 on your conversion of rear lot overhead program, and then you are going to ramp it up to 6 million for the years 2016 to 2020.

I just want to understand, is it the exact same work, it is just more of it?  Is that what is happening between 2016 to 2020?  There isn't anything new?

MS. CUNNINGHAM:  Yes, you are correct, so we will do more rear lots.

MS. GRICE:  Okay, thank you.

And my next question is just a simple one at AMPCO 25.  You have got a column in the Table 25-A that says "not applicable".  I just want to make sure I understand what that means.

So if we go down to distribution transformers, out of an asset population of over 43,000, more than 22,000 are in this category and I just want to understand what that means.


MR. SHAIKH:  We don't have the condition for distribution transformers, that is not a condition-based asset.  That is a run-to-failure asset, so we don't gather condition data.


MS. GRICE:  And what about the switch gear?  Same thing?


MR. SHAIKH:  Yes.  I think for the switch gear, I think as we get the data, they will move into the -- each year, we inspect one-fifth of the switch gears.


So as we get more data, they will move back into the good, fair, or poor.


MS. GRICE:  Just going back to distribution transformers, you have got data for at least half of them in terms of good, fair, poor?


MR. SHAIKH:  Yes.


MS. GRICE:  But you are running the asset to failure, and that is why you don't have the information – I’m sorry, I am not understanding why you’ve got information for half of them and not the other half.


MR. SHAIKH:  We have over 40,000 transformers in the system.  Each year, we inspect about 8,000 transformers.


So in this case, we don't have the data for the 22,000 distribution transformers.  We only inspect -- we only have the data for the underground transformers.  The overhead transformers are all run-to-failure, as well as the underground.


So it just that there is no condition data available for those transformers.


MS. GRICE:  But it sounds like you are, over time, going to be getting data for those?


MS. CUNNINGHAM:  If I can help clarify?  The underground transformers we do do a regular inspection for, and so there is -- likely for some of that population, we have yet to get the data for because that just started -- that inspection started a few years ago.


So that population we will get data for.  But the overhead transformers, it's a bit more of a fly-by and taking a look at it amongst other assets.  So we don't specifically record any condition data about the overhead transformers.


So those we won't, in effect, actually ever gather --we have no plans to gather condition based on the overhead transformers.


MS. GRICE:  Okay, okay, that’s helpful.  Thank you, those are my questions.  Thank you.


MS. HELT:  Can I just follow-up on that question from Ms. Grice then?


So when she’s asking about the condition of the distributor transformers and those that are that listed in good, fair, and poor, those relate to the underground then, or the overheads?


MR. SHAIKH:  That would include everything, overhead and underground both.  We don't have a separate category for underground and overhead transformers.


MS. HELT:  And then the non-applicable, the 22,000, you indicated that you do not do an analysis for the transformers?


MR. SHAIKH:  Yes.


MS. HELT:  So then how can you have some that are in good, fair, and poor, and some that you haven't done an analysis for?   I guess that is just where I am confused.


MR. SHAIKH:  We would have the data for the underground transformers based on the inspection that we do.  The overhead transformers don't get any inspection, so we don't get any results back from our contractors.


So the condition of the transformers are listed here, but it's not used anywhere because those are a run-to-failure asset.


MS. CUNNINGHAM:  So if I could help clarify, the numbers that you see for the poor, fair, good, are really just based on the undergrounds.


MS. HELT:  Okay, thank you, that is what I was trying to get at.  Thank you very much.


MS. CUNNINGHAM:  Okay.


MS. HELT:  Thank you, Ms. Grice.  Ms. Girvan, would you like to go next?


MS. GIRVAN:  Sure, thanks, I just have a few quick questions.


Could you turn to SEC 3, please?  I am just looking here -- maybe you could make that bigger, thanks. I am looking at the -- sorry, the subtotal of the forecast planned expenditures, and it looks to me like this is a top-down approach because in 18, 19 and 20 you essentially have the same budget amounts.


Is that sort of saying we are going to spend 125 million, and we haven't figured out exactly how we are going to do that yet?


MS. CUNNINGHAM:  I think, as we explained in our evidence, we actually have both a top-down and a bottom-up approach, and then we sort of have discussions based on the information of the impact from the top-down approach which is -- the top-down approach is, you know, taking a look at the effects on customer rates, et cetera, et cetera, whereas the bottom-up approach is actually a budget build from the bottom.


Then we sort of set a number and run it through the optimizer to see what the effect is, is it something we can live with.


And when we set those numbers, it tends to be somewhat informed by when we have gone to our board in previous years to give them a future forecast of what things might look like.  And of course, when we sent 18 and 19, we may not have gone to our board with that information.  And so we arbitrarily said let's see how X -- a number works when we do the optimization and see what the answer looks like. 



And it was an answer that we were able to -- this is where we settled after we were through that top-down/ bottom-up approach, because the bottom-up, as you saw from our evidence, is that we did remove a number of projects that we are not funding through this plan.  And so that's the bottom-up approach that we get; it's both.


MS. GIRVAN:  Okay, so you -- it seems to me you don't know in specific detail what you are going to be doing in those three years.  Would that be fair?


MS. CUNNINGHAM:  No, I would characterize that as very unfair -- as unfair.  In fact, our evidence has all the projects listed that we have plans to do in those years.  We have been very specific in providing that information.  It is definitely a bottom-up build with respect to knowing what projects individuals want in a given year and deferring some, bringing some forward, moving projects around to get a satisfactory result with respect to our plans, and living with the risk that we believe is acceptable.


MS. GIRVAN:  Okay.  So in terms of that optimization, can you turn to Staff 5, please -- no, 51, I am sorry.


We had a discussion about this before, and if I look under H, it says, “Please identify the projects that were placed into the optimization process, but not included in the DSP,” and then there is a list of those following.


Is that -- are those the projects that you said you took out?


MS. CUNNINGHAM:  That's correct.


MS. GIRVAN:  And what is the total value of those projects?


MS. CUNNINGHAM:  Well, we removed close to 57 million, although these projects wouldn't total that because some of the programs we reduced as well.


So this is just the actual specific projects that we have taken out.  It doesn't include the programs that we have reduced.


MS. GIRVAN:  So this is something less than 57 million?


MS. CUNNINGHAM:  That list would be something less than that, yes.


MS. GIRVAN:  Okay, thank you.  And just one other question.  With respect to the fact that you have got a storm hardening program and your accelerated vegetation management program, would you still, under your proposed plan, be able to file a Z factor proposal for storm damage?  That's probably for Mr. Macdonald.


MR. MACDONALD:  Ms. Girvan, I would say yes, if it met the 300-basis points threshold.


MS. GIRVAN:  300-basis points?


MR. MACDONALD:  For Z factor.


MS. GIRVAN:  That's off-ramp proposal.  I’m just – in terms of something -- what we call it in different cases non-routine outside of the control of management type adjustments.


 I just can't remember if you have included that type of mechanism within the context of your overall plan.


MR. MACDONALD:  I don't think we have that in our plan.


MS. HELT:  Sorry, Mr. Macdonald, your microphone.


MR. BARRETT:  I don't believe we have specified that in our plan either way.  We haven't specifically --


MS. GIRVAN:  Okay.  So the only way that you would apply for relief with respect to storm damage would be if you somehow under-earned by 300 basis points?

MR. BARRETT:  I don't think that -- I think what we indicated under the annual adjustments was if there was something material that met the criteria, I think there was a couple of errors on that that --


MS. GIRVAN:  That's really my question.  So --


MR. BARRETT:  Yeah, we would -- I don't think that we specifically considered storm damage, but I don't know there is any reason why it wouldn't be considered.

MS. GIRVAN:  Okay.  So your answer is that you would potentially have that mechanism available to you under your plan.

MR. BARRETT:  Yes.

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

MS. HELT:  Thank you, Ms. Girvan.

Mr. Rubenstein?
Examination by Mr. Rubenstein:

MR. RUBENSTEIN:  I just have a couple questions that have not been asked.  I am not sure you need to turn this up necessarily, but you can if you'd like.  I am looking at 2 AMPCO 8, Appendix 8-F.  This was the Kinectrics asset management framework document they provided you, the asset condition assessment technical reports, and beginning at page 5 of that appendix -- and I am not sure how you would classify this, but Kinectrics discusses a risk-based economic analysis of when you should determine that you should intervene and replace your assets.

Are you utilizing this framework or are you not?  It seems like you are not, but --


MR. SHAIKH:  No, we are not.

MR. RUBENSTEIN:  All right.  Was there a reason why not?

MR. SHAIKH:  The primary reason is the econometric replacement, if you look at the number of the charts that we provided, they are asking for a lot of replacement, in terms of switch gear, you're asking -- it looks -- the model says about $35 million worth of replacement in the year, so we tried to smooth out the budget, and we look at the condition of the system, and that is how we determined the replacement.

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

And if I could ask you to turn to now 4 SEC 13.  We asked you in Part A, for the purposes of determining your forecast capital expenditures, what assumptions did PowerStream make regarding the use of internal versus external contractors, and your response was, depending on the department and type of work required, a mix of internal and external consulting and/or contractors are used.

So would I correct to understand that if it's a type of work that you always use external contractors, you're going to forecast external contractors, and if it's a job -- if it's a type of work that you're using your internal people, you use your -- you're forecasting based on your internal rates?

MS. CUNNINGHAM:  Yes, that would be correct.  Civil contractors is a good example.  We outsource our civil contractors, so that is how that was forecasted.

MR. RUBENSTEIN:  Now, what about the work where you sometimes have external contractors and you sometimes have your own people?  What did you do for the basis of forecasting the capital projects?

MS. CUNNINGHAM:  So the way our budgeting process is, and the forecasts are based on the budgeting process, is we put the forecasts and budgets together as if internal resources are doing the projects, and then at the time that we do the projects the appropriate resource gets chosen depending on availability and skill set, and then those costs with the resource that actually does the work is what shows up on the actual costs.

We find principally for a number of our contracts that the cost difference between internal versus external is not that significant, so --


MR. RUBENSTEIN:  The number 3 percent sort of...

MS. CUNNINGHAM:  Sorry?

MR. RUBENSTEIN:  The number 3 percent, I recall that somewhere.  I think maybe it was an undertaking response, that it was --


MS. CUNNINGHAM:  No, I --


MR. RUBENSTEIN:  -- about 97 percent, the cost of an external contractor to your normal, for like where you have both your internal resources and external resources; is that correct?

MR. KLAJMAN:  I believe there was an IR where we did a study on three projects, and you had asked for some specifics in terms of the small amount.  Perhaps that is where you are getting that from.

MR. RUBENSTEIN:  Does that sound correct?  Am I...

MR. KLAJMAN:  I don't remember the exact number, but it's -- and that was just based on hours.  And so the total cost has to also include the use of equipment and trucks and whatnot.

MR. RUBENSTEIN:  So what is the cost difference then, all-in cost difference, would you say, roughly, between your internal resources and a contractor doing the same work?

MS. CUNNINGHAM:  We don't have data specifically that we have pulled to comparison, because the jobs are all different, and it really depends on the different types of jobs that are being constructed as to which one is more expensive us (sic) versus external.

MR. RUBENSTEIN:  When you are determining to allocate your resources between external contractors or internal resources, are you not -- is not part of that analysis, can I get someone -- who is going to be cheaper to do this project?

MS. CUNNINGHAM:  Generally it's based on skill set and resource availability.

MR. RUBENSTEIN:  All right.  Thank you very much, those are all the questions.

MS. HELT:  Thank you, Mr. Rubenstein.

Mr. Garner?
Examination by Mr. Garner:

MR. GARNER:  Thank you, and being last in the day I think I will be mercifully short.  I just want to talk about a couple of things that came up, first of all, in the other questions, and one was about the road construction and the $20 million that you raised as potential road stuff that's not in right now.

When you said that $20 million, was that -- I know that's a rough estimate.  Is that with or without contributions of the municipality?

MS. CUNNINGHAM:  That's net, so that's with contributions.

MR. GARNER:  And I recall contributions for road work.  Is that somewhere around 50 percent; is that the number?

MS. CUNNINGHAM:  Its 50 percent labour and labour-saving devices, which generally works out to about 30 percent of the project.  In that particular work, as I mentioned, we have one specific project that's underground, and unfortunately that percentage drops and we end up paying a lot more.

MR. GARNER:  And that brings me maybe to the next question that was also raised this morning by -- or this afternoon by Board Staff, and that was about the requirement of municipalities to do underground as opposed to above-ground work.  And I think you were asked as to the authority for that.

I am wondering if you could undertake to either provide or affirm that there are current by-laws in all of the municipalities that you currently serve in that require you to put your plant in at underground as opposed to above-ground.  I know there is a practice, and I am just wondering, though, if the municipalities have the authority, and perhaps you could help me with that, or maybe with your counsel you can look into that and find out about that?

MR. SIDLOFSKY:  Mr. Garner, I think, just in speaking briefly with Mr. Macdonald, it's probably a matter of municipal by-law requirements.  I think PowerStream staff can look into that for you and try to produce what they -- what's available to them.

MR. GARNER:  That would be helpful.  What I am really trying to understand is, I do know it is a practice, and I'm wondering, that has evolved as a practice or in fact the municipalities have taken the appropriate legal steps in order to enforce the practice among utilities.

MR. SIDLOFSKY:  You will appreciate, though, that PowerStream is not in a position to opine on the basis for the municipality's requirements.  I think PowerStream can give you an undertaking that they will look for municipal by-laws that require undergrounding.

MR. GARNER:  Right.  But maybe you can help me with this, is that my -- and I am not a lawyer, so I look to you.  My understanding is that a municipality has an authority to require public utilities to do these type of things, you know, require them to do certain things, but such authority requires a by-law.

MR. SIDLOFSKY:  Well, Mr. Garner, as I said, I am a lawyer for PowerStream.  I didn't actually say that, but I will confirm that I am a lawyer for PowerStream, and I am -- neither PowerStream nor I will be in a position to give you an opinion on the validity of the municipal requirements.

But I think that PowerStream is prepared to provide you with information on the requirements under which they operate, and I think that's -- I don't think that's unreasonable.

MR. GARNER:  Okay, thank you.

MS. HELT:  That will be undertaking JTC 1.14.

UNDERTAKING NO. JTC 1.14:  TO PROVIDE THE INFORMATION ON THE REQUIREMENTS UNDER WHICH THEY OPERATE


MR. GARNER:  Now my next question has to do with the work order variances, and I think it's 2 VECC 9 and think that's page – actually, sorry.  Let me go to 2 Staff 47 first and that's at page, I believe, 112, and this is about the back lot conversions.

But in fact my question is not really about the back lot conversions.  It’s about that project and the blue sky vegetation project.

And we may have asked this, but this case of course seems like deja vu all over again, because I am never quite sure what we have asked.

Were either of those projects brought up as part of your customer engagement, and your customers asked to opine on them?


MR. KLAJMAN:  I don't recall discussing vegetation management with the customers.  But we did talk about the ice storm and rear lot remediation.

MR. GARNER:  So the rear lot remediation was part of the engagement, but not the change in the vegetation management program?

MR. KLAJMAN:  To my recollection, yes.

MR. GARNER:  Have you gone out since to inform your customers or anybody of the vegetation management program, because I understand it may be severe -- severe may be the wrong word, but to some people may be considered severe compared to the old vegetation management program.

MR. SHEOGOBIND:  At this point in time, no.  We are currently working with a consultant to help us with putting together a strategy for customer engagement, as well as municipal engagement, because you’re right, this is a major change for our customers as well as ourselves.

MR. GARNER:  Okay, thank you. And can you remind me, a lot of the -- as I understand it, a lot of the reasons for these two programs is a result of a review after the 2013 ice storm, correct?


MR. SHEOGOBIND:  Correct.

MR. GARNER:  Can you remind me, what was the cost to the utility of that, in terms of replacing assets and/or, you know, dealing with emergencies during that storm?


MS. CUNNINGHAM:  Our recollection is that the OM&A costs were between 1 and a half and 2 million, so 1.8 million.

The capital costs were in about 100,000 for that particular storm.

I should mention with respect to the rear lot and the vegetation management, the vegetation management is as a result of that storm.  But the rear lot is the change from going a hybrid model to a full underground model that's a result of the change in the storm.

Those assets in the rear lot need to be addressed irregardless.

MR. GARNER:  Right, okay, thank you.  Now, maybe I could go to VECC 9, which I believe is at PDF 272.


You discussed this earlier, and this was about the variances in work orders.  And I appreciate the answer that you gave earlier about the difficulty in mapping back work order variances to budget.

And I think that in this interrogatory, we were trying to get at that same problem, or trying to understand how we could use the work order variance.

So what we were trying to get at in this interrogatory was that we thought -- and this is where I need your help, we thought if we just simply took the gross amounts of variances in the category, we could use that as some sort of indicator against budget, so that if we said, well, if your variance in 2013 -- to use an example of this table, it was negative 256,036 -- that if I simply divided that by the system access budget of that year, I would get the variance you had in that budget -- and I see you shaking your head, and that’s what I was wondering when I was looking at that and listening to you earlier.

I can't do that, can I?

MS. CUNNINGHAM:  No, you can't and it's because it is at the work order level.  When we do the budgeting for system access as an example, we don't know what jobs are going to come in.  We just estimate based on the lots that we forecast that we are going to have, and there can -- these work orders that close, they can actually cross budget years.

And the same with system renewal.  They don't – again, the way it's broken down is not in relationship to the jobs because it is at the work order level.

MR. GARNER:  Can you help me -- or maybe you can't, but how can we use the work order variance therefore?  I mean, you have a metric for that figure.

Explain to me the value of the metric then, based on what you are saying.  I am wondering what use it is to monitor that variance.


MS. CUNNINGHAM:  So we see the metric -- we have proposed a couple of metrics.  The other one is the metric with respect to how we are doing on the DSP spend and we see this one -- the two really have to be used in concert with each other.

And what this metric -- what we hope to get at is it's reflective not just of perhaps budget management, but also reflective of how we do with project management and how we actually perform our jobs.  It’s what we -- why we have proposed this particular metric.

MR. GARNER:  Okay.  But why I am -- you are bringing it back again to the budget.  But the first part of your response, I thought, was I can't use it against the budget; it's not a comparable number.  It's a number all right of a work variance, but it has -- you can't bring it back to the project because it doesn't add back up to those projects.

MS. CUNNINGHAM:  So this is -- the work order is more like how are we doing at a staff level, as opposed to the other metric we’ve proposed, which is the actual year end spend compared to the plan, which is how we are doing at an overall sort of program level in relationship to the DSP.

MR. GARNER:  I see.  So can I say it back to you this way?  The way we should use it is to abstract it completely from all the budgeting and look at it as a stand-alone issue that's really just about how things are being managed within the company and -- managed in the sense of – well, I guess just work orders, right.  That’s all it is really telling you.

MS. CUNNINGHAM:  Yes, yes.

MR. GARNER:  So it's not relatable to how well you are on budget, or how not well you are on budget.

MS. CUNNINGHAM:  I would think that’s a better way to characterize it.

MR. GARNER:  Thank you.  I have one other question which isn't in any of the questions and again, if we have covered I somewhere else in this application, I apologize.

It's really about the issue in these large capital budgets, which has come up with some other utilities and the fact that under IFRS and the decomponent nature of IFRS, there are a larger number of derecognitions and disposals.


And I am wondering if you can comment on that for yourselves going forward with this budget.  I can't recall in this application whether you are saying anything in respect of a change in derecognition or disposals due to the capital program.

I am sorry; I asked the wrong panel.

MS. CLARK:  So we haven't changed anything from our last rate application in relation to our derecognition.  We are still estimating derecognition now using actual data, and we find that we’re budgeting basically spot on in terms of what we are seeing.  We haven't seen a change in derecognition dollars from what we have budgeted in the last few years.

MR. GARNER:  Okay, thank you.  Just with a quick check, I think those are my questions.  Thank you, panel.

MS. HELT:  Thank you Mr. Garner.  I think then that that concludes all of the questions from the intervenors.  I would like to thank the witness panel, both witness panels for being here and answering questions, and the court reporter for today.


There are two other matters that we just need to discuss.   The first is we have fourteen undertakings that have been given.

Mr. MacDonald, would you have any idea or estimate of when you think PowerStream can provide responses?


MR. MACDONALD:  We will do our very best to have them filed on Friday.

MS. HELT:  Great, thank you very much for that. And then the last thing we have to discuss, and we can do that off the record, but it's the issues list.

An issues list needs to be filed a week today, so if you can just stand by for that and then we will go off the record.
--- Whereupon the conference concluded at 3:17 p.m.
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