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Thursday, November 26, 2015
--- On commencing at 9:32 a.m.

MR. QUESNELLE:  Good morning, everyone.  Please be seated.
Preliminary Matters:


Okay.  Mr. Sidlofsky, do you want to get us up-to-date on undertakings, perhaps?

MR. SIDLOFSKY:  I believe those have now all been responded to and filed with the Board.  Mr. Macdonald sent them in yesterday afternoon, I believe.

MR. QUESNELLE:  Okay.  Thank you very much.  Other preliminary matters?

MR. SIDLOFSKY:  Not for me, sir.

MR. QUESNELLE:  No?  Ms. Helt, do you have anything?

MS. HELT:  No.

MR. QUESNELLE:  No?  Okay.  Thank you, Ms. Helt.  Then you're up next with cross for this panel.
POWERSTREAM - PANEL 2, CAPITAL, resumed
Shelly Cunningham, Previously Affirmed

Irv Klajman, Previously Affirmed

Riaz Shaikh, Previously Affirmed

Stanton Sheogobind, Previously Affirmed
Colin Macdonald, Previously Affirmed

Cross-Examination by Ms. Helt:


MS. HELT:  Yes.  Thank you, Mr. Chair.  Good morning to members of the witness panel.  Board Staff has put together a compendium, which we have provided to the witness panel.  We've also put it on the dais for the Board members, and if we could mark that as Exhibit K3.1, the OEB Staff compendium, panel 2.

MR. QUESNELLE:  Thank you.
EXHIBIT NO. K3.1:  CROSS-EXAMINATION COMPENDIUM OF BOARD STAFF FOR PANEL 2, CAPITAL


MS. HELT:  Thank you.  I would like to start my cross-examination with respect to a question concerning renewable generation facilities.  And if we turn to the Board Staff compendium page 9, this is a response to 2.Staff Interrogatory No. 63.  And in that response you state at part (b):

"PowerStream believes that the renewable generation growth will likely decline after 2016."

Or 2018, I'm sorry.  And then in part (c) you state:

"PowerStream has a plan if renewable generation growth continues through 2016.  PowerStream would retain its contractor resources and proceed with renewable generation connections."

Can PowerStream comment on how the equally likely scenario of renewable generation connection growth will play a role in the future investment into the system so that consumers looking to connect are not refused on the basis of technical system limits not addressed in your proactive planning?

MS. CUNNINGHAM:  So with respect to renewable generation, if we get more than what the plan is at the moment, for the next five years we anticipate, based on what we've seen so far, that we should be able to handle connections largely on our system.

We have already made a few changes to our system to support renewable generation, but we believe we have a fair bit of capacity, if I use that in a term, on our system so that we can continue to connect and not have to make changes.  And if we do have to make changes I wouldn't expect that they would be of large value based on the changes we've made to the system so far.

MS. HELT:  And can you just briefly describe what sort of changes that you've made so far?

MS. CUNNINGHAM:  So the changes we've made so far were at a couple of our transformer stations, and we've put in equipment so that we can handle the changes in the fault currents.

MS. HELT:  All right.  Thank you.

Next I would like to look at some issues with respect to your increases in contractor spend.  If we look at page 11 of the compendium, this is the response to 2.Staff.59 with respect to your capital plan -- capital expenditure planning.  And the overall capital spend, you state that you believe in the answer to (c) that:

"The capital plan in the distribution system plan is reasonable, necessary, and entirely achievable.  Projects that exceed internally available labour resource will be contracted out.  The dollar employee measure as presented is not an accurate measure of productivity or productivity improvement."

And in the answer to part (a), you say:

"The calculation, while showing the capital dollars (excluding contract dollars) per non-management employee, not only includes labour, but also includes material, equipment, and external purchase costs, which vary in proportion to one another in any year.  This makes it difficult to make an accurate labour productivity conclusion from those calculated figures."

And then in a response to an undertaking given at the technical conference, specifically JTC1.12, which is in the Staff compendium on page 12, it shows that your capital spend per internal employee in 2016 to 2020, compared to the years 2012 to 2014, it's an increase of about 40 percent.  Would you agree with that?

MS. CUNNINGHAM:  Sorry, can you repeat that last piece again?

MS. HELT:  Sure, that the increase in capital spend for the years 2016 to 2020 appears to be about 40 percent compared to the 2012-2014 increases.  I think this is something that we went through with Mr. Rubenstein as well in his cross.

MS. CUNNINGHAM:  Yes, I think in my opening remarks that I had stated that it was about 40 percent.

MS. HELT:  Okay.  And can you explain to me what sort of -- how your workforce plan was created to justify the 40 percent increase in the capital spend?

MS. CUNNINGHAM:  So our capital spend is not based on -- we don't create the spend based on our work force.  We set up our capital plan based on the system needs and what we need to do on the system.  And then once we've established our -- the capital plan based on our system needs then we go and decide, well, how do we resource that particular plan.  And from a resourcing perspective, we use a blended resource strategy, where we use internal forces and a mix of external forces.

There are some types of work which are largely -- or predominantly external alone, because we don't have in-house expertise.  Where we use the blended strategy, principally with respect to -- a good example is line work, where we use a blended strategy, so we take a look at what the plan is, and we take a look at what available resources we have, and then any extra, we work with outside external resources to complete the remaining.

MS. HELT:  And do you put in any assumptions with respect to productivity savings in that planning?

MS. CUNNINGHAM:  When we do that particular planning we do have discussions with our external partners from a productivity perspective.  But we take their -- you know, in our discussions with them, when we look at what we've put in for costs, we actually take their advice in that regard.

MS. HELT:  All right.  And have you done that then, taken their advice?  Have they given you any advice with respect to productivity savings?

MS. CUNNINGHAM:  Not directly, no.

MS. HELT:  Does PowerStream have any plans to outsource more capital work than planned?

MS. CUNNINGHAM:  Based on the current plan in front of us?

MS. HELT:  Yes.

MS. CUNNINGHAM:  We will continue to use our existing resources, and we have no plans to downsize our existing resources in order to increase external resources.  We'll continue with the same blended approach that we have.

MS. HELT:  Okay.  And you may have covered this on Friday in part, but can you just explain why the planned spending for the years 2016 to 2020 compared to the period of 2012 to 2014 is about 40 percent higher per internal employee?

MS. CUNNINGHAM:  Okay.  So if you -- I believe we've talked about this in the past, but with respect to the increase per employee, again, we've increased our capital plan.

MS. HELT:  Yes.

MS. CUNNINGHAM:  But as part of increasing our capital plan we have not made the same increases in the number of employees within the company from a percentage point of view.  So that means that the incremental increase on the capital plan will be largely completed by external resources.

And a couple of good examples in that regard is, you know, a piece of the increase to the capital plan is the construction of Vaughan TS.  Well, that's not expertise we have, so that is largely contracted out.

Another example of a reason for the increase in the capital plan is the rehabilitation of our underground.  And again, that is not work that we do within PowerStream, and it gets entirely contracted out.

MS. HELT:  All right.  Thank you.  To move on then, I would like you to turn to page 13 of our compendium.  This is a breakdown of asset classes, and costs associated with those asset classes.  And if we look at the second to last row, underground cable replacement, the contract costs there are approximately 9.8 million.  And in comparison to all of the other asset classes, it appears that the underground cable contract costs are the highest for all contract costs.  Would you agree with that?

MS. CUNNINGHAM:  That's correct.

MS. HELT:  And in fact, some of them seem quite low with respect to contract costs.

MS. CUNNINGHAM:  That's correct.

MS. HELT:  So if we look at the contract costs of 9.8 million, they're approximately 84 percent for the underground cable replacement total; that's the 9.8 divided by the total of 11.8.  Would you agree that is, subject to check, about 84 percent?

MS. CUNNINGHAM:  Yes, subject to check, I would agree.

MS. HELT:  It also appears, if we're looking at the unit cost for cable replacement, it's about three percent per year and this is reflected in table JTC1.9B, which is on page 14 of our compendium.  If you look at 2016, the dollar per meter is 421 for 2016; for 2017, it's 434.

So that's approximately a three percent year-over-year increase?

MS. CUNNINGHAM:  That's correct.

MS. HELT:  All right.  Can you explain how the cable unit respects costs were estimated?

MS. CUNNINGHAM:  As I mentioned earlier, the underground cable replacement is entirely or principally contracted out, as the numbers show.  With respect to the contract out, we do have discussions with our external contractor in terms of, from an estimating point of view, what would the costs be going forward.

Within those costs, it's not just labour; it also happens to be material.  So that's where we take their advice, in terms of what they expect to see going forward, as well as we can take into consideration what we've seen in the past couple of years from them.

MS. HELT:  Okay.  And I believe in the SEC cross-examination by Mr. Rubenstein, you said unit costs are estimated using internal rates.

MS. CUNNINGHAM:  So, that's a good question.  Where we have a blended -- where a work program is completed by blended resources -- which is, for instance, automated switches, distribution transformers, multi-ruptor switch gear program -- those programs are completed by blended resources.  So when we do the estimates going from a forward perspective, that is done using internal resource.

A good example of the exception to that is the underground cable replacement.  That's not a blended resource strategy.  We don't have contractors that do that work that are employed by -- or staff that are employed by PowerStream.  That is entirely the work is contracted out.  And because we know it's entirely contracted out, we don't do estimates from an internal perspective.  They're internally done from an external perspective.

MS. HELT:  When you say internal rate, that's a rate that is determined through blending resourcing costs?  Is that correct?

MS. CUNNINGHAM:  No.  When we do the internal estimates, it is PowerStream's internal staff rates that we use.

MS. HELT:  Okay.  Got it, thank you.  And I believe you said the cable injection program, that's going to be done mostly by contractors; correct?

MS. CUNNINGHAM:  That's correct.  We don't have that expertise.

MS. HELT:  And do you know what the percentage of contract costs in total cable injection program is as a percentage?

MS. CUNNINGHAM:  I don't know off the top of my head.  I would expect that it's probably pretty high, similar to underground cable.

MS. HELT:  So close to 84 percent?

MS. CUNNINGHAM:  It may not be quite that high, but I would expect it to be close.

MS. HELT:  Okay, thank you.  Would you know also, just following up on that, the estimates for the cable injection unit costs?

MS. CUNNINGHAM:  It's in our evidence.

MS. HELT:  I think in 2.Staff.71, which is on page 25 and 26 of our compendium, there are some numbers derived from budget numbers.  Is this what you're relying on?

MS. CUNNINGHAM:  Yes.

MS. HELT:  Okay.  And are these similar numbers used for the DSP capital spending projections?

MS. CUNNINGHAM:  Yes, that's correct.

MS. HELT:  All right.  And then just more generally, with respect to contractors and using contractors for specific projects, what approach are you taking with them to give incentives, or to ensure they're becoming more productive year-over-year?

MS. CUNNINGHAM:  So a couple of things that we do is, first of all, we do go to market every five years for our large contractors.  And it's not a -- I mean, we've gone every five years, but we actually go with like a three year plus two.

So we find, when it comes to three year plus two in the latter years of the contracts, we're sometimes able to have discussions with them in those last two years because they want the work to keep costs down.  So that's one thing that we do.

The other thing that we have -- we have done is when we meet with them on a regular basis, we do have discussions with them in terms of, okay, so how can we get more efficient.  And they've come to the table and worked with us in that regard.

MS. HELT:  And do you find that those approaches help you keep their costs in unit cost pricing below the inflationary increase?

MS. CUNNINGHAM:  Going to market is, in our opinion, a very important component of that, because that's the point in time that you can get competitive bids in and they do do work to keep their costs in check at that particular point in time.

MS. HELT:  Okay.  Thank you.  And then looking at the unit cost increase again for cable replacement contract, that is increasing -- I believe we discussed three percent or 10 percent, which is above the inflation for cable replacement contract.  Is there any rationale for that?

MS. CUNNINGHAM:  A couple of things -- well, I wouldn't say a couple of things.  But I think one of the main reasons is from a material perspective.  And material costs can change widely.  You have market conditions with respect to the price of copper and other materials similar to that.

MS. HELT:  Okay.  Thank you.  And did PowerStream perform any left behind work in 2011 to 2014?

MR. SHAIKH:  We have not performed any left behind work in 2014.  We are performing in 2015.

MS. HELT:  All right.  So there was no left behind work when -- you say 2014, does that include the years 2011 to 2014?

MR. SHAIKH:  Yes, you're right.

MS. HELT:  All right, thank you.  Okay.  Next I want to just ask some questions with respect to the asset condition assessment.  I believe you stated, or one of you stated that there was no asset condition assessment performed by third party since 2007; is that correct?  Or was it 2009?

MR. KLAJMAN:  The last report we received was in 2009.

MS. HELT:  Right.  And is there a reason why you have not done one since 2009?

MR. KLAJMAN:  From an external perspective?

MS. HELT:  That's correct.

MS. CUNNINGHAM:  You know, when we had Kinetrics -- we worked with Kinetrics through 2007 and through 2009 -- we didn't just have them do the work.  They actually created the models and they actually passed on the knowledge of how the models work, how the models can be used.  And so it was our opinion that we had sufficient knowledge in terms of how to use those models, and we've continued to kind of work on those models in that regard.

And so we sat back and said, "Do we need to have an assessment based on the knowledge base that we've developed and created over time through that process, and would that be a value added to do that?"  And it was our opinion that we have a very strong plan, we have very strong in-house knowledge, in terms of asset planning within our team, and we didn't believe it was value added to do that.

MS. HELT:  So having the models -- have you made amendments or adjustments to the models to account for changes in maybe econometric analyses or whatever else may be relevant to developing your plan and looking at your asset conditions?

MS. CUNNINGHAM:  So the models principally are the same as they've been, except for some of the assumptions and factors within the models in terms of which we've used.

MS. HELT:  And so you've made adjustments to various assumptions based on more recent data?  Would that be --


MS. CUNNINGHAM:  Yes, so, you know, a good example might be the curves, as an example.  Some of our own data starts to inform how those curves work in the models.

MS. HELT:  Okay.  Thank you.  In your --


MR. QUESNELLE:  Ms. Helt, can I just interject?

MS. HELT:  Certainly.

MR. QUESNELLE:  Could you expand on that, Ms. Cunningham?  When you talk about the curves there, what data curves are you referring to?

MS. CUNNINGHAM:  So when -- and I may not be the best person to explain that, but I'll give it a try.  When the models were first set up with Kinetrics, the early days, we may not have had good data on our assets in terms of their condition.

MR. QUESNELLE:  Okay.

MS. CUNNINGHAM:  And may not even had good data with respect to the age of some of the assets.  And so the curves that are used are -- were originally used were curves that essentially came from the industry based on Kinetrics' experience.

But as you learn about the condition of your assets, as you learn and get full population of the data of your age of your assets, so those true pieces can now go into the model to help inform those curves and be more realistic against the population of assets that you have.

MR. QUESNELLE:  Okay.  Thank you.

MS. FRY:  Just to continue there, can you just expand on what you did to firm up your information on, for example, the age of the assets and the condition of the assets as you were describing?  I mean, was it look in the files and see when you replace pole X or go out and do a physical check or what did you do?

MS. CUNNINGHAM:  So it's a combination, and it depends on the asset.  So some of it was, look into our JS system and files in more detail.  Some of it was actually go out and do field checks, although we tried to with the field checks incorporate those checks efficiently and do it while we were doing inspections, so we do inspect our system on a regular basis, and while we were doing inspections we went and got more information.

And then the other big piece that does inform it is the inspections themselves and the data that we're getting from the inspection in terms of whether an asset is poor, good, fair, so that helps -- that data goes in as well.

MS. FRY:  And just to understand the time frame, so you weren't able to do that in time for your consultant study in 2009?

MS. CUNNINGHAM:  No, we were early days, and so it's just -- it's been a buildup of information since, and we continue to get better to this day.

MS. FRY:  Okay.  And in order to firm up the information you're saying it was a continuous process from, what, 2010 to date and ongoing?  Is that the way it worked?

MS. CUNNINGHAM:  From 2010 for the distribution assets, but, I mean, we've been working at this since 2007 for the other assets to try to --


MS. FRY:  So it wasn't that in 2010 you had a big project and you firmed everything up?

MS. CUNNINGHAM:  Yeah, we work -- we get better at it every year.

MS. FRY:  Okay.  And have you done most of it by now?  Like, are you at 90 percent?  I don't want a hard figure, but, like, where are you at now in that process?

MR. KLAJMAN:  It depends on the asset.  It depends on -- in the evidence there are tables, I think they're in the compendium as well, about how frequently we do our inspection and maintenance.  So if we're going through the system on a five-year cycle or if we're going through it on a three-year cycle, three years for inspection and six years on the maintenance, so they coincide, we gather our data that way.

So if it's a three-year cycle we will have the data.  If we've done it in the last three years, completely in three years, or a five-year cycle, over five.

MS. FRY:  Okay.  But if you look at the whole picture overall, would you say you've done most of it by now or some of it, or do you have some kind of an overall feeling as to where you are at?

MS. CUNNINGHAM:  Yes, I mean, I wouldn't want to say a percentage, but I think we are mature, if you -- like, reasonably mature.  But it is an evolution of continual improvement, and continue improvement both in the sense of the data that we receive, but also in looking at the assets with respect to in more finer -- break the assets down in more pieces.

For instance, recently we've added from an asset management planning perspective our road crossings, realizing that we need to look at them differently.  We -- recently with all our pole fires we've had the last couple years recognize that we need to now look at our insulators and actually consider them as an asset separately from the pole lines.

So because it's sort of new, we're just adding it, we're just starting to collect the data on the age of the insulators that we have out in the system so we can understand it.  So it's a continued evolution, and that is what -- that's the best practice of good asset management planning is.  It is a continuous evolution of which that you are getting better.

MS. FRY:  Thank you.

MS. HELT:  Thank you.  That actually answers some of the questions that I had prepared as well.  But just carrying on then, if we consider the cable remediation program -- and I'm talking specifically about replacement and injection cable volumes.  And I don't have this in my compendium, but I believe the report uses different scenarios on success rates and failure probability to obtain the optimum cable quantity rate that would produce an acceptable reliability level in the future.

And I just want to ask, I believe that the cable shows -- or the report shows projected age demographics for cables in 2036 using either 15-, 20-, 25-, or 30-year life extension assumptions for injecting.  Is that correct, to your knowledge?  It's in Figure 7 of the evidence.  Unfortunately I don't have it in my compendium.

MR. SHAIKH:  Yes, it is correct.  The cable injection warranty is for 20 years.  But we assume -- let's say if it goes past 20 years, if you get a life of 25 years, what will be the scenario.  What happens if we get extension for 30 years instead of 20 years as they said, because the basic warranty is for 20 years.  That's why we considered scenario for 20 years, and we also consider the other way around.  What happens if we don't get the 20 year and we just get 15 years out of that cable, so that's all scenarios are being considered in that cable replacement model that we have, and also the report that is attached in the evidence.

MS. HELT:  And those 15- to 30-year time periods, that was assuming an 85 percent success rate?

MR. SHAIKH:  That's assuming 85 percent success rate for the -- 85 percent success rate is defined as where in a subdivision where we go we can inject 85 percent of the cables and replace, like, 15 percent.  So that's the basic understanding that we have, that if you go into subdivision, based on the testing, if that subdivision is injectable maybe we can inject 85 percent of the cables in that area, and then 15 percent would have to be replaced.

MS. HELT:  Okay.  And were there any other scenarios considered with different budgets, or pacing of investment increases?

MR. SHAIKH:  Well, we have considered the scenarios that we mentioned here; 15 years, 20 years, 25 years and 30 years for the injection life.

MS. HELT:  Okay.  And if we turn to page 20 of the Staff compendium -- this is a response to Board Staff Interrogatory 2.Staff.69 -- and Staff asked with respect to the replacement rates for cable injection.  And in response to part (a), you recommend -- at the end, it talks about a new cable quantity rates of 30 kilometre year replacement and 100 kilometre year injections.

So that totals 130 kilometres of cable.  Is that based on also keeping the number of cable failures on the same level as well?

MR. SHAIKH:  I think there are a couple things in there.  One is to keep the failures constant.  The other thing is that we have a very short window where we can inject the cable.  So we want to take the opportunity and inject this cable, so that we can get a life extension of the cable, rather than -- if it goes passed the 40-year lifetime, we are not able to inject the cable; we have to replace the cable.

So I think it looks at the economics as well as the failure rates.

MS. HELT:  Okay.  And did you use the cable failure curves identified in the asset condition assessment report to forecast your number of cable failures in 2036?

MR. SHAIKH:  Yes.

MS. HELT:  And have these curves been validated to determine if they correctly predict the expected number of failures?

MR. SHAIKH:  Yes, those are the same curves as for Kinectrics, a 35-year life, 35.64.

MS. HELT:  If you apply those curves for the current cable population, what is the expected number of failures?

MR. SHAIKH:  That was in the evidence as well, in the report.

MS. HELT:  Okay.  If you want, we can just take that as an undertaking, if you can direct me to where in the evidence that is.

MS. CUNNINGHAM:  I think that would be best if we do that.

MS. HELT:  That will be undertaking J3.1.  Thank you.
UNDERTAKING NO. J3.1:  (A) to provide evidence citation to the report on expected number of failures in cable population;  (B) to advise the failure rate for the age group between 25 and 40 years

Can you tell me what the average age of the cables that are planned to be remediated in 2016 is?

MR. SHAIKH:  The average age is -- I'll have to go back to evidence.  We inject from 26 to 30 years.  Anything over a 26- to like 40-years period, that's for injection.

MS. HELT:  26 to 30, or 26 to 40 years?

MR. SHAIKH:  26 to 40 years.  Over 40 years, we replace the cable.  And again, that also -- some cables might be 20 or 30 years, but we still have to replace that cable because the cable is not injectable.  Or if you find from the testing that the cable has advanced deterioration, then we have to replace that cable as well.

So it's not like it's fixed that we say if it is in a 30-year period, we will inject.  It all depends on the testing data that we get.

MS. HELT:  Following on that then, what is the failure rate for that age group between 25 and 40 years?  Is that something you would be able to --


MS. CUNNINGHAM:  Can we include that in the same undertaking?

MS. HELT:  Yes.  That will be part of undertaking J3.1.  Going back to page 20 of the compendium, where we talked about the 130 kilometres of cables being remediated annually until 2036, how did PowerStream come up with the 130 -- or identify that 130 kilometres?

MR. SHAIKH:  If you look at the asset condition assessment report, we have included the cable and how we came up with the 130 number.  And also there is one additional report, which is a cable remediation and injection report, which is in the evidence.

MS. HELT:  Were there any different budget constraints considered to identify a reasonable level of investments in your cable remediation program?

MS. CUNNINGHAM:  If I can answer that?  I think that when we put the cable remediation program together, because it is a large program, one of the things that the team did was they considered where we were at now with respect to cables.  And when the original plan was put together, it was largely constructed to keep the spend sort of even over the next 15, 20 years, and this is a few years ago when it was originally put together.

But we wanted to make sure we were setting ourselves up well for the future, because in 20 years' time, it's our belief there is a significant increase in population of cable that may reach end of life because in the late -80s, early '90s, there was high growth in PowerStream and a significant amount of cable that was put into the system.

So when we put the work together in 2013, that was the basis that we put the values together in terms of considering different scenarios; we considered both what's happening now and what is the potential to happen in the future from a long-term perspective.

And that was what we did back in 2013.  Our program that we've put forth is essentially consistent with that approach we did at that particular point in time.

MS. HELT:  Thank you.  Will the remediation level increase or decrease your SAIDI and SAIDI cable impact in the next 20 years?

MS. CUNNINGHAM:  So we anticipate that we may see in fact moderate increases, or worsening in SAIDI.  But largely the program has been devised to keep it equitable to where we are.

MS. HELT:  And when you say worsening SAIDI, what leads you to conclude that?

MS. CUNNINGHAM:  It's based on the projection of the cable that is coming up within the population in a particular given year.

MS. HELT:  Yes.

MS. CUNNINGHAM:  And some of the historical failures we've had as a group gets to that particular age and projecting what those failures will be.

MS. HELT:  So then how will you ensure that your levels of investment deliver money -- deliver value for money to your customers then?

MS. CUNNINGHAM:  One thing with the cable remediation program we have to recognize is that when an area starts to fail, it doesn't fail generally once, is you start to see multiple failures in that area.  So what you end up with is a group of customers that experience less reliability than other customers in the system, because the failures start to happen in a close period of time within that.  And once you remediate, you actually essentially effectively stop the failures, if you will, and their reliability improves.

So it's something for that group of customers that you have to do in order so they have reliable service.  So our work to provide value to them, since this is work we have to do, is to find ways to do it effectively.  And that's what we've done with our observations of the success with the injection program, is to actually extend that program to get good value for the work that we're doing.

MS. HELT:  All right.  Thank you.  I just have now a few questions with respect to pole replacements, and I know Mr. Rubenstein asked quite a few questions with respect to this area.

If we go to page 27 of the Board Staff compendium -- Actually, page 28; my mistake.  2 staff 72 asks about pole replacement and on page 28, there is table 72 A that shows number of poles tested in 2014, the poles identified as Code A and Code B.  And then on page 19 of our compendium there is a response to 2.Staff.55 which also provides pole estimates.  And in the bottom two columns it talks about the replacement of poles and the -- just replacement of poles, sorry.

So it shows on page 19 that you have, if you add up columns F and G, you have 35 and -- 35 and 7, so you have 42 unscheduled replacement of failed poles.  Would you agree with that?

MS. CUNNINGHAM:  That's correct.

MS. HELT:  All right.  So there are -- if we then look at the number of poles in column D, storm damage, number of poles is 30, so then we've got another 30, so that's -- 42 plus 30, that's 72.  And if we go back then to page 28, where we have a number of poles identified as Code A and Code B, that total is 370.

So would you agree that the total number of end-of-life pole replacement is approximately 442 per year?  That would be the 366 plus the 4 plus the 72 that we just referred to?

MS. CUNNINGHAM:  No, I wouldn't agree with that.  The storm-damage poles may not all be end of life.

MS. HELT:  All right.

MS. CUNNINGHAM:  A good example is when we lost that pole line recently, pole fires, et cetera.  Many of those are not end-of-life poles, what I would consider end-of-life.

We also did a bit of digging.  The unscheduled replacements with respect to the number of poles in the -- down below in F and G --


MS. HELT:  Yes.

MS. CUNNINGHAM:  -- some of those are what I would characterize in the good category, so they would not be end-of-life.

MS. HELT:  Okay.  So if we look at the number of poles identified as Code A and Code B, those would be -- if Codes A and B are used as criteria to replace poles, then would I be correct that there would be 370 poles for replacement?

MS. CUNNINGHAM:  So that's the new poles that have come into the population with respect to the Code As and Bs, the model predict 454.

MS. HELT:  Right.

MS. CUNNINGHAM:  And that's the poor.  This doesn't include the poles that may be fair condition that move from good to fair, and we find -- we also prioritize replacement with the fair population as well.

MS. HELT:  Okay.  So you have -- and if we're looking at this table 72A, there are 10,827 poles that were tested or inspected in 2014, and I believe elsewhere in your evidence and on Friday you confirmed that your total population of poles is somewhere in the range of 38,000?

MS. CUNNINGHAM:  That's correct.

MS. HELT:  So if we take the 10,827 out of the total population of 38,000 and we extrapolate then the 370 if we can as the poles identified as A and B to the entire population, would it be fair to say that there would be somewhere in the range of 1,300 poles Coded A and B to be considered for replacement in a five-year period?  Would that math...

MS. CUNNINGHAM:  That are coded A and B that are coming new into the population --


MS. HELT:  Yes.

MS. CUNNINGHAM:  -- is that what you're asking?

MS. HELT:  Yes.  Would that be fair?

MS. CUNNINGHAM:  I think that's a reasonable characterization in terms of what's coming into the population, recognizing that we still have some fair poles that we are getting caught up on, if you will.

MS. HELT:  Okay.  For the -- thank you for that.  The 10,827 poles tested in 2014, was that based on -- that was based on age, as opposed to geographical location?

MS. CUNNINGHAM:  No, what we do is we test -- we have a five-year pole-testing cycle.  And it -- excepting something that's been put in in the first five years, they all get tested, and it's largely -- it will be based on geographical, because we go into -- it's split up into certain geographic areas with respect to when we do the testing in the cycle.  So you can find newer poles, if you will, that may actually move from fair to poor if they've got some issues and problems with them.

MS. HELT:  Okay.  And this sample would probably be a representative sample of the same age and condition distribution as your entire wood population?

MS. CUNNINGHAM:  I think that's fair.

MS. HELT:  Okay.  Thanks.

I believe Mr. Rubenstein may have asked this question, but I'm going to ask it again just to make sure.  Are there other capital programs that include pole replacement in addition to the ones we've already discussed?

MS. CUNNINGHAM:  There will be other -- there will be other pole replacements in our other programs, so road authority is a good example of that.

MS. HELT:  Okay.  So do you have any estimate of how many poles would be replaced within these other programs for the 2016-2020 period?

MS. CUNNINGHAM:  No, I don't have an estimation of that.

MS. HELT:  Can you tell me if you would expect it to be significant or not?  Or can you tell me how many were replaced in 2015?

MS. CUNNINGHAM:  No, I can't tell you that.

MS. HELT:  Is that something that you would be able to?

MS. CUNNINGHAM:  That would be -- it would be difficult for us to go back into -- I would have to go back into, like, every job we had and actually figure out what material got issued.  I do know that we pulled some data a couple years ago -- and this is -- I'm just refreshing -- it's in my memory -- in terms of the number of poles that we actually -- that were actually issued from stores, recognizing that some of those poles would be brand-new locations, they would not be existing locations, and I can't remember what the number was.

But I did that sort of -- if you take 38,000 poles and --


MS. HELT:  Yeah?

MS. CUNNINGHAM:  -- you divide by 45 years because that's what the pole population is supposed to -- or the pole is supposed to last --


MS. HELT:  Yeah?

MS. CUNNINGHAM:  -- and I compared that number to how many poles we issued in that particular year, and it was a very comparable number, in terms of when you take everything that we do in terms of number of issues in that particular year that I looked at, and compared it to if you had a 45-year replacement cycle on your poles based on that's how long they last, that those two were pretty consistent.

MS. HELT:  Okay.  So are you saying that the 45 years is what you use for the main life of a pole?

MS. CUNNINGHAM:  That's correct.

MS. HELT:  Now, did the asset condition assessment report state that the average life is 40 years?

MR. SHAIKH:  The asset condition assessment says the average life is 45.54 years.  That's -- yeah.  That's our data as well, as well as Kinetrics' data.  That matches exactly what Kinetrics have said.  So we are using the same thing.

MS. HELT:  So you use the same shape and scale parameters from the report --


MR. SHAIKH:  Yes.  Actually, we don't take all our failures, all of our poles that we replace in the last couple of years, and we try to plot our own curve, and the curve is in the evidence of page 62 of 151, and it actually matches exactly what Kinetrics have said, 45 years.

MS. HELT:  Okay.  And can you confirm that you use the -- when you're talking about the curve you're using the Weibull parameters?

MR. SHAIKH:  Yes.

MS. HELT:  And can you just explain what observations were used to calculate those Weibull parameters?

MR. SHAIKH:  We looked at all of our poles that we replaced in the -- from 2011 to -- I think from 2010 to 2013.  We looked at what number of poles we replaced, and what all the bad poles in that spreadsheet.  And we put it against a model in Excel and we modeled the regression, and we found out that this -- the Weibull characteristics of that.

MS. HELT:  So the years of data were considered you said from --


MR. SHAIKH:  From 2013, all the poles that were replaced from 2013 to 2013 -- 2010 to 2013.

MS. HELT:  2010 to 2013.

MR. SHAIKH:  Yes.

MS. HELT:  Were all the replaced poles included in the sample?

MR. SHAIKH:  Yes.

MS. HELT:  All right.  Were there any other types of failures included?

MR. SHAIKH:  Failures?  If the pole has been replaced, yes.  The poles we replaced in that year, the planned replacement?

MS. HELT:  Yes.

MR. SHAIKH:   I don't think so I would have included storm damage, no.

MS. HELT:  Okay.  And can you explain whether the data was right centered, meaning the poles that haven't yet failed were included in the calculations?

MR. SHAIKH:  The data, yes, you could say -- haven't failed means when we go out there and the inspector has said the pole is less than 60 percent, 60 percent of the strength, we considered that as a failed pole.

So all the poles that were less than 60 percent, those are the poles that were considered.

MS. HELT:  All right.  Thank you.  And do you have a complete failure history for all your poles since they were installed?

MS. CUNNINGHAM:  No, we don't have that.

MS. HELT:  Okay.  And so was this a factor in any of you -- you know, the fact that you don't have the failure history considered in your calculations?

MR. SHAIKH:  Failure history, when you talk about the pole coming down because of the storm?

MS. HELT:  Yes.

MR. SHAIKH:  I would say it may be a factor.  But if the pole is in good condition and came down in the storm, we have not included that one.  So we only included the poles that were less than 60 percent, based on the results from the inspector.  And it matches exactly what Kinetrics said, so we didn't pay much attention to that, because we found it is the same as what Kinetrics had predicted in their ACA report.  So we continued using that curve.

MS. HELT:  Thank you.  I'm going to move on now to your coding scoring methodologies for assessing asset condition, and your initiation of spending relative to that condition.

So there are two condition assessment methodologies, the health index and your coding of A, B and C; is that correct?

MR. KLAJMAN:  Yes, that's indicated on your page 33.

MS. HELT:  Yes, that's correct.  Thank you.  Could these two different types of coding methodologies conflict with one another?

MR. KLAJMAN:  I believe the reason we put this table together was to try and bring some clarity to whether or not we had created a health index, or if we were just using the inspection and maintenance codes to reflect what we found in the field.

MS. HELT:  All right.  If we look at page 35 of our compendium, in response to 2.Staff.41(e), you state:
"Inspection results that are gathered are used in the health index calculation and the ACA models, which are run annually to determine the planned asset replacement."

So you run both of these at the same time?  Is that correct?

MS. CUNNINGHAM:  Yes.  So the curves are -- the health index curve is run, and annually determined the poor and selected for replacement.  The Code As and the Code Bs largely come from inspection, and where we have the health index curves that get used to determine what the budgeted amounts are that are set, whereas the Code A and Code B largely that gets used for the prioritization of which ones we do first.

MS. HELT:  Okay.  So that answers my next question, which was going to be which methodology is ultimately used in the forecasting of capital expenditures.  So you're saying that's the health index?  Or I guess it could be both, if the coding is for prioritization.

MR. KLAJMAN:  We don't have a health index pole replacement cable remediation for replacement or injection, so we don't use a health index for prioritizing those.  We use what's on the right hand score, a prioritization method based on the factors that are included in the DSP.

MS. HELT:  Why is it you don't have the health index for the cable remediation and other programs?

MR. KLAJMAN:  For the cable, for example, you can't -- it's impractical to test every segment of cable in our system, because we have over 8,000 kilometres of it.

MS. HELT:  That's the main reason, it's just not something that's feasible?

MR. KLAJMAN:  That's correct.

MS. HELT:  All right.  If an asset is Code A and has very poor -- has a very poor health index, is it counted only once in your forecast replacement unit cost?

MS. CUNNINGHAM:  Yes, that's correct.

MS. HELT:  All right.  Is there any possibility that any of them are double-counted?

MR. SHAIKH:  No.

MS. HELT:  No?  Okay.  Are there any condition parameters that are unique to either the health index or the asset -- or the coding that are unique to one?  I guess the basis of my question is why not just use some form of amalgamating the two of them to have one methodology?

MR. SHAIKH:  We do the inspection, so I think when we developed the ACA models, it says you're going to get inspection data from the routine inspection.  So we merged the two into -- when we are doing the inspection, we get the results from that inspection and we use those results and put it in the ACA model.

So it works -- I think it works very well for us.  It is kind of an efficiency gain for us.

MS. HELT:  Is that something -- and you may not know the answer, but is this something that's common in the industry?  Do others do the same, using two different methodologies?

MR. SHAIKH:  I wouldn't call it two different methodologies.  I would say we gather the inspection data, and we have to gather the inspection data based on the Distribution System Code that you go out and inspect the assets.  So take that information and we just use the data to populate the ACA model.

So I think it's -- probably other people must be doing the same thing.

MS. CUNNINGHAM:  If I can add to that?  I think that's best practices of where you get better from an asset management perspective is that your inspection data, as I mentioned earlier, helps inform and acts as an input to your curves with your health index.  And over time, as your data matures with respect to inspections, your data matures with respect to what it is you're replacing and you use that in your models, the two over time as you get better will converge, in my opinion.

MS. HELT:  Okay.  Thank you.  Just going back to your asset condition assessment and your failure curves, those haven't been verified by a third party; is that correct?

MS. CUNNINGHAM:  That's correct.

MS. HELT:  All right.  And failure curves do provide key underlying information for expected capital requirements.  So what steps are you taking to ensure that this information is improved, and you're leveraging your PowerStream specific information?

MS. CUNNINGHAM:  So like I said, we're getting better over time.  And as we have more inspection data, we're capturing that data and it's being matched into the models so that the models get stronger.

MS. HELT:  Okay.  Just moving on now to your prioritization model, your current prioritization model, would you say it's in early stages of development?

MS. CUNNINGHAM:  When you -- sorry.  Are you talking about the prioritization -- things that we go through with respect to the individual assets?  Or are you talking about our optimization and --


MS. HELT:  Optimization, yes.


MS. CUNNINGHAM:  Sorry.  Thank you.


I mean, I think we've still got work to do.  It's early days with the new software, and we are certainly getting better with it, and we've been working with optimization for a few years, but how you're able to capture the data through those models is a big impact to assisting you with that maturity, and our current software we've only had in place for two years now.


MS. HELT:  Okay.  So your prioritization model is an optimization model.  Would that be correct how you describe it?


MS. CUNNINGHAM:  Yes, it's a -- it's a -- we prioritize, then we run it through the software, where the software does optimization.  And it's a tool that we use to then determine what our plan is going to be.  There is both art and science to it.


MS. HELT:  So you use a scoring process, and you use weighted values through subject-matter experts; is that right?


MS. CUNNINGHAM:  That's correct.


MS. HELT:  Okay.  And then what you do is you aggregate a priority score for each project?


MS. CUNNINGHAM:  Yes, based on answering the questions and the scoring, it is -- the projects have a value.  And then that value is one of the pieces that the optimization tool uses to do its work to come up with a solution.


MS. HELT:  And you calculate -- the model calculates a present value for all of the projects entered into the system?


MS. CUNNINGHAM:  I wouldn't describe it as a present value --


MS. HELT:  How would you describe it?


MS. CUNNINGHAM:  It's a value score.


MS. HELT:  Okay.  And how would you describe that value score, then?


MR. KLAJMAN:  The mechanics of how the value score gets determined is included in one of the pieces of evidence that we provided, the value document by Copperleaf.  And my understanding of the calculation is it doesn't take into consideration -- the economic wording you just used, it slips my mind.


MS. HELT:  All right.


MR. KLAJMAN:  Yes.


MS. CUNNINGHAM:  So if I could add, I mean, what it does is, you answer a question in -- whether it be your KPI impacts or your risks, and based on the question the way you've answered it gets assigned a score.


MS. HELT:  Right.


MS. CUNNINGHAM:  Those scores are weighted, and those scores are -- within those scores you also have the financial benefits, but then those are all on the plus side of the project.  The negative side of the project is the actual dollars for the project.  The value scores that you do do are done in a way that it can be compared to the dollars, if you will.


MS. HELT:  Yeah?


MS. CUNNINGHAM:  And then when you add them together, that's the resulting value score that you get.


MS. HELT:  So is it -- if we're looking at the value scores, is it that each value point equals $1,000?  Is that...


MR. KLAJMAN:  Yes.


MS. HELT:  All right.


MR. KLAJMAN:  On your compendium on page 44 --


MS. HELT:  Yeah.


MR. KLAJMAN:  -- the bottom bullet more fully describes, I think, the questions that you're asking.


MS. HELT:  All right.  Thank you.


Does PowerStream rely heavily on your C55 project value assessment then to justify the projects you enter into?


MR. KLAJMAN:  Yes, we use it for those projects that are -- I describe as eligible for optimization.  I characterize that, and the fact that there are projects that we do not optimize, and those are the ones that we're -- we must do.  They're generally for compliance, such as connecting customers or issues of safety.  So when we remove all those, there is a constraint value that's remaining, and those projects that are up for competition then get optimized within that constraint.


MS. HELT:  All right.  And that would be a similar -- not methodology, but process for prioritizing projects to be executed in the 2015-2020 period?  Would that be correct?


MR. KLAJMAN:  Yes, we do a multi-year optimization.


MS. HELT:  Okay.  And can you tell me how the value parameters and value function were defined for the purpose of calculating the project value score?


MS. CUNNINGHAM:  So when they were originally defined we worked with the consultant, I'm going to say in 2014?  Yes, it was 2014.  And the company Copperleaf that has this particular software, they have done this with companies North American-wide and overseas.  So we relied on their experience to assist us through the process.


We had also had our own optimization process prior with a company called UMS, and it was called Optimizer Solutions, so we had some experience ourselves.  But they largely -- we had a team of subject-matter experts that got together with the Copperleaf Consultants and relied on their experience to essentially take us through workshops to assess where -- our priorities and, you know, why we execute projects, and then how we could value those pieces within the model.


MS. HELT:  Okay.  So -- thank you.  So just going back to -- each value point equals approximately $1,000 for the purpose of the value function, so would the total project value score reflect an overall value of the project to the company as well as the customers?


MR. KLAJMAN:  For the majority of projects that have to do with reliability, yes, because we include a cost to the customer in the calculation of the benefit for reliability.


MS. HELT:  And for the other projects that don't?


MS. CUNNINGHAM:  With the other projects it depends on the project.  From a customer perspective, in our KPIs, for instance, we had customer service, customer communication, as examples of contributing to the customer, and those were rated within the projects accordingly.


MS. HELT:  Okay.  So if a project has a value of 50 then, would it be correct to say that the net benefits of the project are equivalent to $50,000?


MR. KLAJMAN:  Yes.


MS. HELT:  So for the cable replacement program that has a reliability score of 1.8 million, that project would bring about 1.8 billion in equivalent monetized benefits?


MS. CUNNINGHAM:  With respect to drawing conclusions on the value score to meaningful in terms of the value to customers or to the company --


MS. HELT:  Yeah?


MS. CUNNINGHAM:  -- I think there has to be some caution here.  The value scores are really -- a big factor in the value scores is so that the projects can be equitably compared from one to another.  And so if you look at cable replacement as an example with the 1.8 million, you know, how does that compare to such as pole replacement or how does it compare to the other projects, so drawing conclusions as to the entire value of the company, I think we -- that's not the lens that we came at it with.  It was more from how the projects can be compared.


MS. HELT:  All right.  So it's a comparison tool?


MS. CUNNINGHAM:  Yes.


MS. HELT:  And when we talk about financial benefits, I think there was some discussion with Mr. Rubenstein about soft and hard financial benefits.  Can you just explain how -- what's the difference between the two?


MS. CUNNINGHAM:  So from a soft and hard perspective, we recognize that there are some projects that go ahead that make sense because there will be savings, but we can't necessarily realize those savings for -- whether it be because it's a little bit from each person, whether it's a project that, it's not enough that you would actually save a body, or it's just from a soft perspective we know that it's something that we're going to get better at, but we necessarily can't track those savings.


So that is a value for doing the project since we wanted to capture that so that the projects could be compared against other projects.  And so we decided to split between hard benefits and soft benefits, so we defined hard benefits as those benefits that we could actually realize, we could actually go into perhaps whether it be our capital programs or OM&A programs and actually remove the costs from those programs as opposed to the soft benefits, and we wouldn't be able do that in that regard.  And the hard and soft financial benefits, because they are different, we don't -- when we put -- when they're weighted, the soft benefits have a lower weighting than the hard benefits do.

MS. HELT:  So if we have, for example, the cable replacement program, which I think gives about 19 million in hard financial benefits, how would these savings be considered in your capital OM&A spending for the 2016-2020 period?

MS. CUNNINGHAM:  Sorry, with respect to that particular project, do you have a location of where the information is that we had hard savings against the cable replacement program?

MS. HELT:  I believe it's from appendix 51G, which lists all of the projects.  And again, I apologize; it's not in my compendium.  It's a very fine print table.  It's very difficult to read.  Do you see what I mean about the fine print?

MS. CUNNINGHAM:  Definitely, and I don't have my glasses on either.

MS. HELT:  If you would, you know, subject to check, if the table states that the cable replacement program gives about 19 million in hard financial benefits, what I'm trying to get at is just how those savings would be considered in your capital and OM&A spending.

MS. CUNNINGHAM:  Okay, we can take that away as an undertaking.

MS. HELT:  Okay, so that will be J3.2.  Thank you for that.
UNDERTAKING NO. J3.2:  WITH RESPECT TO THE TABLE IN APPENDIX 51G LISTING ALL OF THE PROJECTS, TO ADVISE HOW THOSE SAVINGS WOULD BE CONSIDERED IN YOUR OM&A AND CAPEX SPENDING

And then the same that you may want to give by undertaking as well, if all of the projects shown in that appendix have a combined financial benefits over 250,000, which is the equivalent to 250 million, does that mean the company shall see productivity improvements in hard and soft benefits of approximately the same value?

MS. CUNNINGHAM:  That's what the column is supposed to be, the hard and soft financial benefits are supposed to be.  I do know that this was the first year of the optimization process and that the hard and soft -- we've actually changed.  We interpret our hard and soft differently than we used to going forward, and we actually have changed that because there was some misinterpretation by staff.

But we can certainly get some clarity on the projects we discussed.

MS. HELT:  Then perhaps you can undertake to explain how that would be considered in your OM&A and CAPEX spending?

MS. CUNNINGHAM:  We can do that.

MS. HELT:  So that will be the same undertaking, J3.2.

And just a general question with respect to the projects.  Beyond what we've talked about the potential benefits of projects, does PowerStream have a process to develop and justify projects and alternatives that would show long-term benefit to customers?

MS. CUNNINGHAM:  Sorry, I'm not understanding your question.  Could you rephrase that?

MS. HELT:  Sure.  What is your process to develop and justify your projects in order to show there are long-term benefits to your customers?  Do you have a process that's beyond what we've already discussed?

MS. CUNNINGHAM:  No, we don't.

MS. HELT:  All right.  Thank you.  Just to clarify, when we were talking about the undertaking with respect to the cable replacement program, and I referenced appendix 51G, just to be able to direct your attention to that when you're answering the undertaking, it's for cable 100851 which is on the middle of page 1 of 4 in 51G.

So that might assist you when you're answering the undertaking.

MS. CUNNINGHAM:  Thank you.

MS. HELT:  All right.  Next I would like to ask some questions with respect to risk-based life cycle planning framework, and the references in the compendium start at page 52 of the compendium.

But before going directly to any of the documents in the compendium, would you agree that risk-based econometric analysis methodology justifies spending decisions?  Is that what your principle would be as well?

MS. CUNNINGHAM:  It's certainly a component of it.

MS. HELT:  Right, and what you do is you determine the optimal timing of asset expenditures based on associated risk profiles and related capital costs?  Would that be correct?

MS. CUNNINGHAM:  That would be a component of it.

MS. HELT:  Okay.  And if you apply that same methodology to all the assets in an asset class, that would produce a consistent spending program?

MS. CUNNINGHAM:  We're trying to achieve a consistent spending program.

MS. HELT:  Okay.  If we go to page 59 of the compendium -- actually no, I'm going to change that to 61 of the compendium.

MR. QUESNELLE:  Ms. Helt, can I get clarification on what you mean by consistent spending program?  When we're talking about a group of assets, are you talking about looking at -- could you describe what you mean by consistent spending program?

MS. CUNNINGHAM:  So our underground replacement would be a good example, where we've taken a look at, from a long-term point of view, the replacement of those assets and our wish is to try and keep the spending for that program level consistent over time.

MR. QUESNELLE:  Is smoothing another word for consistent?

MS. CUNNINGHAM:  Yes.

MR. QUESNELLE:  Okay.  Thank you.

MS. HELT:  I just need to find my glasses.  This is new for me.  I've never worn glasses.

Page 61 of the compendium this, is a reference to the transcript from the technical conference, and if we -- Mr. Hjartarson was asking some questions.  He is the Metz Co. consultant with Board Staff, and he was asking with respect to the economic -- econometric analysis.

And you will see two-thirds of the way down the page, Mr. Shaikh says,
"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."

So are you saying that you aren't following an econometric analysis in dealing -- or looking at econometric model results in looking at your risk-based projects?

MR. SHAIKH:  You know, we are kind of looking at it, but in some instances when you look at the econometric analysis, what I meant to say is, like, if you look at the switch gear, it's asking us to replace 350 switch gears, which is $35 million.

MS. HELT:  Right.

MR. SHAIKH:  So that's why when I said we look at the conditions, we look at the overall asset aging profile, and we also look at -- we also look at the condition of the switch gear or any other asset need the replacement, because if I were to follow this econometric replacement model, it will -- it's asking for about $35 million in switch gear, which we cannot afford at this time.  So we're just trying to smooth out the investments and direct the investment to the assets which are really in a critical condition or that require replacement.

MS. HELT:  Okay.  So would you agree, though, on a general level that risk-based econometric models balances the benefits of improving reliability versus the investing in asset replacement?  Is that a general principle that you could agree to?

MS. CUNNINGHAM:  Well, I mean -- can you repeat that?

MS. HELT:  Sure.  Risk-based econometric models are intended to balance the benefits of improving reliability versus investing in asset replacement.

MS. CUNNINGHAM:  Well, in my opinion, it's a -- like, it's a component --


MS. HELT:  Right.

MS. CUNNINGHAM:  -- and you also have to look at what your assets are telling you.  And so we use a balance perspective in that regard.

MS. HELT:  All right.  Mr. Chair, I don't know if this would be a good time for a break.  I probably have about half an hour to 40 minutes left, maybe not that long, but...

MR. QUESNELLE:  Okay.  Yeah, let's take a break now then, and we'll resume at a quarter after eleven this morning.

MS. HELT:  Thank you.
--- Recess taken at 10:55 a.m.

--- On resuming at 11:18 a.m.

MR. QUESNELLE:  Ms. Helt, are you ready?

MS. HELT:  Yes, thank you, Mr. Chair.

Just a couple -- two follow-up questions from the areas I covered this morning, and then I'll move into the last few areas of questioning.

When we were talking about the average cost per metre of cable replacement, and we looked at the average cost being about $265 per metre for the years 2011 to 2014, do you recall that as being correct?

I can refer back to the references if you'd like.  That was in table 16A of the compendium, on page 63 of the compendium.  And we also had in table JTC1.9B, which is page 14 of the compendium, an average cost for cable replacement cost of $421 per metre.

I'm just wondering why there is the jump from that.  It seems quite significant.

MS. CUNNINGHAM:  So the historical cable replacement  cost -- and I can't confirm whether it's your number; I don't recall that number specifically.  But the historical cost for cable replacement, when we first did cable replacement, we would go into like a whole subdivision and mobilize into the subdivision.  And when you move in the crews and stay there for a period of time, and then you move out, you gain efficiencies because you're doing that work all at once.

Going forward, because we changed and are doing our programs primarily a focus on injection, there are pieces in most subdivisions that we can't inject.  Those pieces -- perhaps there's too many splices, perhaps we have a section of cable that's degraded too much.  So those pieces we have to go back in and pick up later.  But they're one of pieces and because of the mobilization of moving in to do the one off piece and moving out to do the one off piece, that's more expensive to do.

MS. HELT:  All right.  Thank you, that's helpful.  And the other question just following up from this morning, we were talking about assets being moved from the classes of good to fair or fair to poor.

Can you just explain to me if you have data that supports that transitioning, or is it primarily based on a judgment call?

MS. CUNNINGHAM:  When an item is in poor to good to fair, when it's in those three categories, that's based on the inspections and in some cases, the inspection is based on explicit data, like we've done some testing.  But in many cases, it's by observation when the inspection is completed.

MS. HELT:  When you say observation, what sort of criteria or factors do you use to -- are there certain buckets that you look at, in terms of --


MS. CUNNINGHAM:  It's asset-specific.

MS. HELT:  Yes.

MS. CUNNINGHAM:  So poles, for example, it may not test less than 60 percent, but you observe that there may be condition problems at the top of the pole with rot or infestation.

Transformers are a good example, where when you look at the transformer out in the field, the condition based on how much rust it has, whether it's leaking or not leaking, those types of things.

MS. HELT:  All right.  Thank you.  To move on then, the next area of questions I have is with respect to again asset lifestyle optimization policies and procedures.  And I'm looking at page 86 of the compendium, and it's an answer to an undertaking given at the technical conference with respect to your 1.47 factor, and to give a bit of background with respect to that.

That factor was used as an estimated underground and cost increase, is that correct?

MS. CUNNINGHAM:  Yes, it was used as a factor between option 3 and option 4, in rear lot actually, in terms of options to undertake rear lot remediation.

MS. HELT:  All right.  And your overall spending estimates for that, were they based on project scope or more on budgetary reasons?

MS. CUNNINGHAM:  That number was first used when we did our first rear lot report.

MS. HELT:  Yes.

MS. CUNNINGHAM:  Typically, what happens when the planning are -- I call them planning estimates, if you will, the planning estimates -- either planning estimates and can be translated into budget estimates.  But we'll go to our distribution design group and say let's give a typical area where we want to remediate, and if we did this scope how much would it cost, and they will put an estimate together.  And if it's this scope, how much would it cost, and they will put an estimate together.

So back when we first did the report, that's what would have occurred between option 3 and 4, and why the 1.47 differential.

MS. HELT:  All right.  So the cost for the underground option, that's the most expensive option?

MS. CUNNINGHAM:  That's correct.

MS. HELT:  And the cost estimates, I think, for the program vary.  The CIMA report takes the cost of about 18,000 per customer, is that correct?

MR. SHAIKH:  That's correct.

MS. HELT:  And that amount is 12,400 per customer for the hybrid option, and then you multiply it by the 1.47 factor?

MR. SHAIKH:  Yes.

MS. HELT:  That's correct?  Okay.  And the final remediation plan, I believe, has a different cost estimate of about 16,000 per customer, is that right?  Or subject to check, would you agree with that?

MR. SHAIKH:  Subject to check.

MS. HELT:  Yes, all right.  In response to an undertaking given at the technical conference, JTC1.10, which I believe is at page 84-85 of the compendium.

If we look at page 84-85, in response to a question with respect to the hourly customer interruption cost, you calculated the cost -- and if you can tell me if this is correct, you calculated it as if every minute of an outage was a separate outage instead of a continuous outage, is that correct?

MR. SHAIKH:  This was an attempt to -- we attempted to answer the Board's question, Staff question 1.10, and this is the best we could come up with.  So I think this is a -- because I had to connote that cost into a CMI.  So that's the method that we did.

MS. HELT:  But by doing that for the CMI cost, if you do count every minute of an outage as a separate outage, would you not get an inflated CMI?

MR. SHAIKH:  Can you repeat that question, please?

MS. HELT:  Sure.  I'm just wondering what was the rationale for using the -- for calculating the cost as if every minute of an outage was a separate outage?

MS. CUNNINGHAM:  I'm trying to understand every minute of an outage is a separate outage.

MS. HELT:  As opposed to -- like if there is a continuous outage --


MS. CUNNINGHAM:  Right.

MS. HELT:  -- do you count every minute of it as a separate one in calculating your CMI?

MS. CUNNINGHAM:  The calculation for the CMI is just a dollar cost per minute.  We don't consider it separate or not separate.

MS. HELT:  And what about for the frequency cost then? Is it -- how do you do that?

MR. SHAIKH:  In this particular undertaking, we've counted the frequency cost as the peak energy loss, and that's how we considered the frequency cost and the division cost, and that's how we come up to that 69.41.  But again, I would say that this is specific calculation that we perform --


MS. HELT:  Right.

MR. SHAIKH:  -- to answer this.  We don't do it this way.

MS. HELT:  You don't do it that way.

MR. SHAIKH:  No.

MS. HELT:  So how would you do it then?  Can you just explain briefly how you would do it otherwise?

MR. SHAIKH:  That should be included in any of the undertakings.  We actually look at the load and we say how much load is lost for that, and in terms of the duration, we just use a $20 per kilowatt hour for the duration of that it is lost.  But this method is just because we wanted to find out the system-wide CMI and to answer the specific question for the Board.  So I think that's where this calculation came into being.

MS. HELT:  Okay.  Thank you.

So what will be the rear lot remediation program CMI savings a year?  I believe you said it would be between 100,000 and 200,000.  Is that correct?

MR. SHAIKH:  Subject to check, yes, we can confirm that and confirm the report.

MS. HELT:  All right.  And what would that be equivalent to in monetized value?

MR. SHAIKH:  Going just by this calculation --


MS. HELT:  Yeah?

MR. SHAIKH:  -- because we don't do it this way, but we can multiply it by $70 per CMI, and then you can find out the monetized value.

MS. HELT:  So would the value be big enough then to justify the suggested spending on your rear lot conversion projects?

MS. CUNNINGHAM:  If I can answer that, when we did our optimization process we specifically chatted about projects, I'm trying to recall, that actually had a negative value.

MS. HELT:  Yes?

MS. CUNNINGHAM:  And I don't recall that project being talked about.  Having said that, how that project was valued, because it did come into play late in the process, I would have to go back and check on that.

MS. HELT:  Is that something you would undertake to do?

MS. CUNNINGHAM:  We could do that.

MS. HELT:  All right.  That will be Undertaking J3.3.
UNDERTAKING NO. J3.3:  TO ADVISE HOW THE REAR LOT REMEDIATION PROGRAM CMI SAVINGS WERE VALUED.

MS. HELT:  Thank you for that.  And then could you also explain what the ultimate value would be to the customer?

MS. CUNNINGHAM:  Well, we could pull out the pieces in the value work that we did for the optimization process that are related directly to the customer.

MS. HELT:  Yes.

MS. CUNNINGHAM:  But recognizing that those value pieces that we pull out, it's only for the purpose of the comparing projects.  It's not a -- I would not characterize it as a true value to the customer.

MS. HELT:  All right.  Then -- that's all right then.  I don't need you to do that.  Thank you.

If we look at Table 45C, which is on page 74 of our compendium, it reflects safety incidents that have taken place with respect to rear lots.  Is it your view that these safety incidents are directly related or that the rear lot construction was a direct cause of the safety incident?

MR. SHEOGOBIND:  Our position would be that rear lot increases the risk of safety incidents.  Because of the fact that it is congested in rear lots we're unable to get equipment as bucket trucks into the rear lots; therefore, most of the work done in rear lots is manual.  Our crews, for example, would have to climb poles manually, as opposed to using an aerial lift.  They would have to be dragging equipment into the rear lots, which would increase the risk of safety incidents.

MS. HELT:  Okay.  Just a few more questions with the rear lot remediation, and this relates to some pole conditions and the pole condition information contained in your rear lot remediation report.

Is it based on the same inspection results used for your asset condition report that was from December of 2014?

MR. SHAIKH:  Yes.

MS. HELT:  All right.  And the total number of Code A and Code B poles identified in that report, is that something that you can provide me with?

MR. SHAIKH:  Sure.

MS. HELT:  All right.  We'll have that as Undertaking J3.4.
UNDERTAKING NO. J3.4:  TO PROVIDE THE TOTAL NUMBER OF CODE A AND CODE B POLES IDENTIFIED IN THE REAR LOT REMEDIATION REPORT.

MS. HELT:  I believe Mr. Rubenstein did ask about the implementation of the program to replace poles or the 15-year time frame with respect to the storm damage.  That's because you expect an ice storm to occur every 14 years or 15 years?  Or not an ice storm, but some form of storm?

MS. CUNNINGHAM:  Yes, so when we chose the 15 years based on the CIMA report, the return of an ice storm is expected to be in the 14-year range, a similar degree that which we had in 2013, and we wish to make strong headway on the program before we might expect it to return.

MS. HELT:  Okay.  And then the last question I have is with respect to the total cost of the projects for the rear lot remediation program.  I believe the distribution system plan reflects an amount of $6 million per year, but that PowerStream has stated that it's 3.8 million?  And the 3.8 comes from appendix 51G, so I'm just wondering what's the reason for the difference in the two numbers?

MS. CUNNINGHAM:  So the original 3.8 million, prior to the storm we were contemplating starting to do rear lot remediation, and the contemplation value that we had set was at the 3.8 million.  The storm then came along, and our original plan for that remediation was to do it using the hybrid model.  When the storm came along we reflected on that program and decided that the -- a full undergrounding would be the prudent approach.  And as a result we increased the cost from the 3.8 to the higher number.

MS. HELT:  Okay.  Moving on now to just looking at some questions with respect to your subdivision investments, residential and commercial, would you agree that your capital budgets are -- that have been estimated in this regard are higher than what you've done historically with respect to your spend on this?

MS. CUNNINGHAM:  Sorry, can you give me a reference?

MS. HELT:  I'm looking at -- let me just see here -- on page 87 of our compendium.  It's a response to 2.Staff.86.  No, that's not right.  Page -- did I say 87 or 86?  Sorry.  Page 87, you state:

"The forecast for new residential subdivisions is consistently higher due to accounting treatments that were made to reflect regulatory process changes."

And then you say in the next paragraph:

"New commercial subdivision developments are very difficult to forecast.  Historical spend year over year clearly demonstrates volatility in this development sector."

When you're talking about the accounting treatments, can you just explain what the -- what those accounting treatments were, like, what are you referencing there?

MS. CUNNINGHAM:  So predominantly, the accounting treatment is the removal of upstream charges in the economic evaluation.

MS. HELT:  Okay.  Was there anything else?

MS. CUNNINGHAM:  There was some other accounting treatments of which -- how we reported things in the capital books, in the reports of the capital books costs compared how we do it going forward is different.

There was an anomaly -- GST is an example and street lighting.

MS. HELT:  This was both for your residential and commercial projects, the accounting treatment variations?

MS. CUNNINGHAM:  The latter two were for the residential.  The commercial was predominantly the economic model and the upstream charges.

MS. HELT:  Okay.  I believe I included in the compendium, at pages 89 and 90, an excerpt from the transcript from the technical conference.  This is where you were asked similar questions with respect to this, and you note on the same response on those pages.  So we don't need to go to that.  All right.

Next I would just like to ask about your CIS modifications in your WFM system investments.  Currently there is no full business case with net present value calculations for those projects, is that right?

MS. CUNNINGHAM:  That's not how we do our business cases.

MS. HELT:  Okay.  How do you do your business case, just briefly?

MS. CUNNINGHAM:  Excepting the CIS, which Mr. Macdonald can answer, the workforce management on all our other projects, they go through -- the business case that's put forth is based on inputs to the optimization tool --

MS. HELT:  Right.

MS. CUNNINGHAM:  -- which we have given in the evidence, the business case accordingly, and it's just a fulsome completion of filling out all the fields of which some of them relate to describing the project and many of them relate to the -- coming up with values and the reasons for the values that are scored in the project.

MS. HELT:  How would you determine that that project is ultimately beneficial?

MS. CUNNINGHAM:  From a workforce management point of view?

MS. HELT:  From a workforce management point of view, and then also how it would be beneficial to your customers.

MS. CUNNINGHAM:  So the workforce management is an interesting project, particularly where we are in our progress at PowerStream.  When it comes to how we manage our crews and how we give out work, how we report on that work, it is largely completed doing paper-based methodologies, if you will.

Scheduling is a good example.  Often that particular crew's -- that manager, it's his work, so the job order goes to him and he shuffles around on his desk which one he is going to give the crew the next day.

So we know intrinsically that it's a best practice, worthwhile practice to do so that we can gain efficiencies from crews to move away from the paper-based, if you will.

MS. HELT:  How would you determine it's a value for your customers?

MS. CUNNINGHAM:  Well, it's considering those efficiencies as the value to the customers.  And then we can pass that on.  And also the value when they phone in and they want to know where a job's at, we can more easily answer those questions because we will have the information at our fingertips that can easily be shared across the company.

MS. HELT:  Okay.  And then the last question I have is just with respect to your increasing vegetation management forecast.

Now, I know that again this was discussed by -- or Mr. Rubenstein asked a number of questions with respect to this.  But would you agree that your forecast increase is about 500,000 per year for your vegetation management program?  I think that was stated.

MS. CUNNINGHAM:  That's correct.

MS. HELT:  So we're looking at almost a $3 million increase in cost of the program by 2020 compared to 2014?

MS. CUNNINGHAM:  That's correct.

MS. HELT:  Can you just -- was there any unit cost information to estimate this 500,000 increase year-over-year?

MR. SHEOGOBIND:  It wasn't a unit cost per se.  We were guided by the work that was done by CIMA on their storm hardening study.  And the estimated cost that CIMA came up with to do the additional vegetation management activities, the blue-skying, the removal of hazard trees, and achieving greater cutbacks, and the trimming of service wires on private property, the estimate was approximately $5.5 million.

When PowerStream staff reviewed those costs -- and we also consulted with our forestry contractors about the most effective way of achieving this -- we revised that cost downwards.  So approximately, it was cut by about 50 percent because we rationalized that we could achieve some efficiencies by incorporating the additional vegetation management programs into our three-year tree trimming cycle.

The CIMA report was based on achieving a 3.5-metre clearance around every tree.  We recognized that there's practicalities out there where we wouldn't always be able to achieve three-and-a-half metres' clearance around our lines in every case.

So we did that type of analysis on the CIMA report, which is how we came up with our cost.

MS. HELT:  Okay.  When will PowerStream be getting sufficient data by localized areas to tailor your vegetation management cycles?

MR. SHEOGOBIND:  I'm sorry, I just want to be clear on your question.  So you're asking when we would have data to target specific areas for vegetation --

MS. HELT:  Yes, specific areas and in that way increasing reliability performance in specific areas.

MR. SHEOGOBIND:  There are some aspects of reliability centered maintenance in our vegetation management programs right now.  For example, we do the worst performing feeder analysis every year.  A component of that is looking at tree related contacts on those worst performing feeders.  So there are some aspects of reliability centered maintenance built into the existing program.

Having said that, we are looking to get, I guess, more detailed data by service area in specific areas on our system with regards to their performance for tree contacts as it pertains to reliability, and then tailoring our programs accordingly.

But again, you do have to strike a balance because we found that being on a systematic tree trimming cycle, such as the three-year cycle, does bring efficiencies because you're not moving around from location to location.


So although reliability-centred maintenance does make sense in some circumstances, you do have to a strike a balance because you don't always want to be having your crews moving around because that's not efficient.

So we do try to strike a balance --

MS. HELT:  And -- sorry.  Go ahead, please finish.

MR. SHEOGOBIND:  I'm getting to your question.  I was just trying to add some context.

In terms of being able to get that more specific data, our plan is that by the end of the 5-year period ahead of us, by 2020, we would have a lot more location-specific data as it pertains to tree related reliability.

MS. HELT:  Thank you.  One final question, and it goes back to what we discussed initially with respect to your contract resources.

And the question is really can you comment or confirm that the contract resources that you have indicated in your response to undertaking JTC1.12, which is on page 12 of the compendium, are those levels there sufficient to execute your plan -- your capital plan through the 2016-2020 period?

MS. CUNNINGHAM:  So the 2016 to 2020 period, the contract costs here that are stipulated with consulting a professional --


MS. HELT:  Yes?

MS. CUNNINGHAM:  -- is if you recall from a budgeting perspective those programs that we know are basically exclusively completed by external resources -- fit into this.  You'll see a drop from actual in 2014, because the programs of which we do blended -- and, you know, one project it's this crew, internal, next project is an external crew -- we budget, from a budgetary perspective 2016 to 2020, we budget using internal labour resources, even though some of that will eventually be done by external resources.

So that will -- the contract costs for 2016 to '20 will in fact be greater than we have listed there, and will likely be closer to the 70 million in 2014, if not higher.

MS. HELT:  Okay.  Thank you.  I have no further questions.  Thank you very much.

MR. QUESNELLE:  Thank you, Ms. Helt.

Just one follow-up on the forestry before we go on to Mr. Janigan.  You mentioned that the new techniques are blue-sky, and you referred to it in taking out certain trees, what-have-you, and you mention incorporating that into the three-year cycle.  So am I to understand, then, that that work in the first three years going through the cycle will incorporate the additional work that was recommended in the study as a result of the analysis after the storm?

MR. SHEOGOBIND:  Yes, that's correct.

MR. QUESNELLE:  Does your second -- at the start of the second cycle, is it -- like, are we lined up on the five years here, that the first three years would be the first three years, and then in year four and five, if that work has taken place in the first cycle, is it reflected moving into year four and five that that work need not be done and that there is a reduction?

MR. SHEOGOBIND:  So --


MR. QUESNELLE:  Anticipated?  Sorry.

MR. SHEOGOBIND:  Yes, the approach we've taken is that it's a ramp-up of the program, which is why it's an increment of half a million dollars each year.

MR. QUESNELLE:  Right.

MR. SHEOGOBIND:  So our game plan is that the first three years is basically going to be a slow ramp-up or a gradual ramping up of achieving the blue-skying and the hazard-tree removals.  You know, right now we're in the process of surveying our service territory, because if we're doing one-third of our service territory each year, some areas will require more blue-skying than others and some areas will require more hazard-tree removals than others, and right now we're working to identify that, and that's the reason for the increments of half million dollars every year, because the needs of each location that we do each year will be different.

So the game plan is basically we'll do a first pass over the first three-year period, and then by the time we get to year four, which is the second -- the commencement of the second pass, if you will, by that time the budgets will be -- or the proposed spending will be at a point where we would effectively be fully into that program, where we are achieving the blue-skying and the hazard-tree removals.

So I guess to your point about the five-year cycle and the mismatch with the three years, what we anticipate doing is making two complete passes through the system, which would take us basically to 2021.

MR. QUESNELLE:  So at the end of 2017 you will have had your first pass-through, but what you're suggesting is you won't do it out to the levels that you intend to ultimately therefore?

MR. SHEOGOBIND:  That is correct, because it is a new program, so we were somewhat conservative, in that we recognize that we may not be able to achieve the full extent of what we're intending to do in the first pass, which is the first three years of the program.

MR. QUESNELLE:  Okay.  Thank you.  Mr. Janigan?
Cross-Examination by Mr. Janigan:

MR. JANIGAN:  Thank you very much, Mr. Chair.

Panel, I want to discuss with you the rear lot conversion program.  And first of all, I have a compendium which I would like to use in discussions with you.

MS. HELT:  If we can mark that as an --


MR. JANIGAN:  Exhibit?

MS. HELT:  -- exhibit, Mr. Janigan.  That will be Exhibit K3.2, compendium of the Vulnerable Energy Consumers Coalition.
EXHIBIT NO. K3.2:  CROSS-EXAMINATION COMPENDIUM OF VECC FOR PANEL 2, CAPITAL.

MR. JANIGAN:  Thank you very much.  And I would like to ask you -- I note that on the top of the left-hand page is the -- where the pagination occurs for the compendium, and that will generally -- what I refer to when I'm referring to questions.  So I would like to ask you to turn to page 3 of the compendium, which has a table set out there.

And I'm looking at the storm-hardening and rear lot supply row, and as I understand it your evidence is that between 2015 and 2020 you're going to spend 41 million on storm-hardening, including rear lot conversion.

My question is, did you spend any money on this category of projects in 2014?

MS. CUNNINGHAM:  No, we have not.

MR. JANIGAN:  And of the amount of 41 million, a slightly smaller amount is dedicated to the rear lot conversions, and that's shown in response to G.AMPCO.28, which can be found at page 5; is that correct?

MS. CUNNINGHAM:  That's correct.

MR. JANIGAN:  Now, are the other two projects shown, the guy wire project and the relocation of equipment and rear lots -- are they in rear lots or are they unrelated to storm-hardening projects?

MS. CUNNINGHAM:  They're storm-hardening projects, but they're not related to rear lots.

MR. JANIGAN:  Okay.  So if we just leave 2015 aside for a moment, your plan for rear lot conversion is to spend $6 million a year until the end of 2029 on this project; is that correct?

MS. CUNNINGHAM:  Yes, 2029 makes sense, because it's a -- we've set it up as a 15-year program.

MR. JANIGAN:  Okay.  So it's 14 years at 16 million -- sorry, 6 million times 14, that's 84 million, plus the 3.5 million in 2015, so that's the total cost to complete this project?

MS. CUNNINGHAM:  That's correct.

MR. JANIGAN:  Okay.  And is that for the 4,760 customers that are described in AMPCO 28 on page 5?

MS. CUNNINGHAM:  Yes, that's correct.

MR. JANIGAN:  Okay.  And if my math is correct, that works out to about $18,382 and change per customer.  Is that about correct?

MS. CUNNINGHAM:  That's correct.

MR. JANIGAN:  And if we look at your response to 2.Staff.49, which is on page 8 of my compendium, would that be the equivalent of the $18,218 that's shown as the unit cost for the underground option?

MS. CUNNINGHAM:  That's correct.

MR. JANIGAN:  Now, the 18,000 -- 18.3 thousand, is that in today's or future dollars?

MR. SHAIKH:  That is in today's dollars.

MR. JANIGAN:  Okay.  And I wonder if you could turn up page 23 of my compendium.  In the 2015 report that is Table 1 and the rear lot priority list for 2015 to 2019 is shown, and that table lists projects by year, with both the current 2015 and future dollar impacts.  Can you explain to me how these estimates were derived?

MS. CUNNINGHAM:  So my recollection is that these estimates were derived by using the number of customers in each of the subdivisions and multiplying through based on the figures.  The -- with respect to this particular program, certainly the costs are based on an estimate.  We've not completed work -- or are just in the midst of completing work at the moment, and because we've not actually done it, the cost could in fact be different.

MR. JANIGAN:  So there are some detailed studies that have to be undertaken in relation to these?

MS. CUNNINGHAM:  I wouldn't say detailed studies; I would say more actual experience.  One of the things about rear lots is when you bring the poles from the rear lot and put underground out front, the services on the property are fed from are the back of the property, so we actually have to work with the customers to take the feed from the street to where the meter base is, and not in all circumstances can we use that particular location.

So we're expecting some variability in the cost that until we go through the first year or two the program and we'll get stability and understanding of what it's going to take to do that work.

MR. JANIGAN:  I just want to trace the history of the rear lot studies and related studies, and I believe there are five different reports related to rear lot conversion that have been undertaken.

And in order of the date produced, I believe, there's an internal review that was first done in November 2012.  There is the Navigant ice storm review of April 2014.  There's a second internal review of August 2014.  There's the CIMA storm hardening report of October 2014.  And then finally there is a third internal review of March 2015.  Was that --


MS. CUNNINGHAM:  I would characterize three of those as the rear lot review.  The other two are related to storm hardening, of which rear lot is discussed.

MR. JANIGAN:  The ones where there's a storm hardening where rear lot is discussed are the CIMA storm hardening report.

MS. CUNNINGHAM:  That's correct, plus the Navigant.

MR. JANIGAN:  Plus the Navigant report, okay.  Now, the second internal review report, is that in the evidence?  It's noted in appendix 45.2, but we can only find 45.1 and 45.3.

Is it because our evidence compilation is deficient, or has it been filed?

MS. CUNNINGHAM:  We would have to take that away and check.

MR. JANIGAN:  Okay.  If it has or has not been filed, I wonder if you can undertake to provide with us a copy.

MR. SHEPHERD:  We can do that.

MS. HELT:  That will be undertaking J3.5.
UNDERTAKING NO. J3.5:  TO PROVIDE THE SECOND INTERNAL REVIEW REPORT DATED AUGUST 2014


MS. CUNNINGHAM:  Can we just clarify that was the one that was the one -- we have the one in '15, we have the one in '12.  You're looking for the one that was done in between.  What's the year of that one?

MR. JANIGAN:  That's August 2014.

MS. CUNNINGHAM:  Thank you.

MR. JANIGAN:  Now, I take it from the evidence and from your discussion today with Ms. Helt that the ice storm wasn't the genesis of the rear lot conversion program, but it changed the program.

MS. CUNNINGHAM:  That's correct.

MR. JANIGAN:  And the first report on this issue was in 2012, before the ice storm?

MS. CUNNINGHAM:  That's correct.

MR. JANIGAN:  And on page 10 of our compendium, we provide an excerpt and following on page 11 of this report.  And in that 2012 report, I believe you identified 4,058 customers, although at the end of the report there was a customer count of 4,625.

I would assume that this report is looking at the same population as that you're dealing with in your application today?

MS. CUNNINGHAM:  That's correct.

MR. JANIGAN:  There seems to be a hundred customers difference.  It's a small point, but do you know why that is?

MR. SHAIKH:  Just in 2012, we just did like a desktop study in some areas.  But in the 2015 report, all of the customers were visited and that's the complete report.

MR. JANIGAN:  I was referring to the table on page 12, by the way.

In this report, there's also a section that deals with the advantages and disadvantages of rear lot services.  I know you touched upon some of the disadvantages.  However, there appear to be some advantages of rear lot services, not the least of which is lower installation costs.  And they seem to be -- there's a shorter distance from the main feeder.  There's no road salt corrosion and there is the elimination of vehicle strikes and vandalism.

Now, I take it those factors -- particularly distance from the feeder, no road salt corrosion, and the eliminating of vehicle strikes -- taken by themselves, they improved the reliability of service?

MS. CUNNINGHAM:  Can you repeat that?

MR. JANIGAN:  Those factors with respect to the advantages of front lot service, namely shorter distances from the main feeder, no road salt corrosion, and the elimination of vehicle strikes and vandalism, those factors taken just by themselves improve the reliability of service?

MS. CUNNINGHAM:  If you just took those factors by itself.  But there's other factors that would drive reliability in the opposite direction.

MR. JANIGAN:  And we'll be getting to that.  Is there any sort of measurement, in any kind of empirical form, of the difference between the advantages associated with the, with rear lot services and front lot services?

In other words, all of these factors have some kind of cost associated with them, or some kind of reliability factor associated with them.  Has there been any sort of study that compares these two?

MS. CUNNINGHAM:  We've not done that analysis.

MR. JANIGAN:  Okay.  And if we look at your internal report on page 24, the 2015 internal report -- I'm sorry, I said 24; it should be 22 -- it notes here that the total cost of the program would be 75 million over fifteen years, or 93 million in future dollars.  How does that compare with the 87.5 million we discussed earlier?

MS. CUNNINGHAM:  So 87.5 lies in between those two, just stating the obvious.

My recollection -- you know, sometimes when you go through optimization, numbers change and you don't necessarily think about everything when you change the numbers.  But at some point in time, and I'm not sure the genesis of when, but we will probably have gone to our own board and said it was 87 million, but will have done some alternative work and come up with some alternative numbers.

MR. JANIGAN:  Okay.  In the 2015 report, things appear to be quite different than the 2012 report.  There are no options given in this report and no further cost analysis, and there doesn't appear to be any discussion of the 2012 report or its conclusions, or how issues raised in that report should be addressed.

Was that solely due to the ice storm?

MS. CUNNINGHAM:  As far as the reports?  I think there are two bases.  Some of it is because of the ice storm, but also because we had done the other work in the other reports and it just wasn't re-put in the new report.

MR. JANIGAN:  Okay, so was the ice storm then the CIMA report; is that what you're saying?

MS. CUNNINGHAM:  Yes, as we've stated before, our original plan with the rear lot was to do the hybrid option.  When the storm came along, reflecting on the storm is when we moved to the full underground option out front.

MR. JANIGAN:  Now, on page 24 of my compendium there's a discussion here of the CIMA report.  Would you agree with me that the conclusion of that report is rather broad?  It doesn't say that CIMA concluded that PowerStream should do the rear lot program, does it?

MS. CUNNINGHAM:  So CIMA's report -- what we asked them to do was to take a look at our system and consider ways to harden the system.  And so they actually produced a number of recommendations, and from those recommendations we decided PowerStream in terms of which ones we were going to undertake.  And for instance, one of the recommendations is that we could consider undergrounding all of our system.  We chose not to go down that road.  But the rear lot, moving from hybrid option to full underground, was an option that we decided to move forward on.

MR. JANIGAN:  Okay.  Now, are you saying that the -- that CIMA -- I take it the CIMA report contained options for you to move forward on, and that it wasn't a direct recommendation that you replace the rear lot services with front underground services.  Would you agree with that?

MS. CUNNINGHAM:  That's correct.

MR. JANIGAN:  Okay.  And in the Navigant ice-storm report there didn't seem to be any specific information on the number or duration of outages during the storm attributable to rear lot services.  And I didn't find any information on the durability of rear lot service.  And if you look on page 28, under 5.4.2, it seems rather limited kind of focus here that two things appear to be said.  One, it explains the damage in the neighbourhoods characterized by rear lot services; namely, Thornhill and Markham had extensive damage during the ice storm.  And generally that those neighbourhoods were more extensively affected by the ice storm than other PowerStream services areas, such as Barrie, during the storm.  Would you agree with me?

MS. CUNNINGHAM:  That that's what that says?

MR. JANIGAN:  Yes.

MS. CUNNINGHAM:  Yes.

MR. JANIGAN:  It doesn't speak to whether the ice-storm damage was any more severe in the back lot service than say above-ground front lot services in similar neighbourhoods.

Do you have any study of that to understand whether or not there were any material differences in the outages in adjoining neighbourhoods with different types of service?

MR. SHEOGOBIND:  So there is not a specific study that addressed that issue.  To try and provide some context to this, in the immediate aftermath of the ice storm there were 90,000 customers without power across the PowerStream service territory.  Within 48 hours we had restored approximately 80,000 customers.  The remaining 10,000 customers, it took us several days to get all those customers restored.  And the majority of those customers were in the rear lot areas.  This report speaks to some of them, the rear lots in Markham, Thornhill, there were some areas in Vaughan and Aurora as well that were without power for several days.

So while that -- the damage in the rear lots, while you could say it was localized, for that population of customers there was hardship because of the duration of the outages, and the primary cause of those outages was because of what we call mechanical tear-down.  It was tree limbs falling on -- or power lines and tearing them down, or trees falling on power lines to take them down.

MR. JANIGAN:  Was there any quantitative study or record kept in terms of the extended outages in the front-served lots with comparing to that with the extended outages in rear lots?

MR. SHEOGOBIND:  Not specifically, no.

MR. JANIGAN:  Have you ever done an analysis, a quantitative analysis, comparing the outages in rear lots to other services?

MR. SHEOGOBIND:  No, not specifically that I can recall.  I think for us this was an issue of risk management, where the ice storm brought home to us the vulnerability of customers in rear lots or the vulnerability of our systems in rear lots, and the proposals that we have put forward are meant to mitigate that risk.

MR. JANIGAN:  Now, I understand your evidence that rear lot interruptions may take longer to restore due to accessibility issues.  Is that what you believe?

MR. SHEOGOBIND:  That is correct.  And that is supported by our experiences during the ice storm.

MR. JANIGAN:  Okay.  Now, some of the pictures in these reports appear to show that not all of these back lots are the same.  Would you agree with that?

MR. SHEOGOBIND:  I --


MS. CUNNINGHAM:  Can you explain that -- more what you mean by that?

MR. JANIGAN:  Well, yeah, not all of these lots are inaccessible, and some of these lots are more accessible, for example, if they're backing on a park or an open area or they have access to the adjoining street.  Would you agree with me?

MR. SHEOGOBIND:  I think it would depend on what you mean by "accessible".

MR. JANIGAN:  Okay.

MR. SHEOGOBIND:  To us, when we say "accessible", it means how easy it is -- is it for us to get personnel and equipment and vehicles into that rear lot.

MR. JANIGAN:  Okay.

MR. SHEOGOBIND:  And while there might be a park backing on to that area, so we could drive up to the edge of that rear lot, but then from there it's still the -- you know, it's still a very manual and labour-intensive process to get equipment and personnel into the rear lot itself, and once you're in the rear lot -- I think there's a picture here on page 29 of your compendium that shows an employee working off a ladder, and that's the type of thing that we typically experience in rear lots, because we can't get a bucket truck back there, for example, so we're working off ladders and we're climbing poles, both our own internal staff as well as the forestry contractors as well.

MR. JANIGAN:  But some of these surely are -- and back lots are located in areas where there are obviously some with very limited access, and but some with relatively open access.  Would you agree with that?

MS. CUNNINGHAM:  Yeah, I'm not sure I would agree with that.  These are -- predominantly these rear lots -- I mean, there may be a few, but predominantly these rear lots are in built-up area where fences are in place, they've probably had -- they're old enough that they've had certainly a few homeowners over their years, sheds are in place, pools are in place, there's significant tree growth in these areas, hence why we had the problems.

So although there might be a few, I would not characterize in general in that way.

MR. JANIGAN:  Well, I understand one of the advantages of the rear lots is the shorter distance from the main feeder; is that correct?

MR. SHEOGOBIND:  In some areas that might be the case.

MR. JANIGAN:  That was listed in one of your reports as one of the advantages of back lots.

MR. SHEOGOBIND:  I believe the 2012 study did say that, yes.  But that speaks only to the distance from the rear lot, the linear distance from the rear lot to where our main feeder is.

MR. JANIGAN:  Okay.  Now --


MS. CUNNINGHAM:  That would not impact necessarily our ability to get in and actually do the work.  That's more from an electrical perspective or a distance with respect to how much wire is being used, et cetera.

MR. JANIGAN:  Okay.  I wonder if you can turn up page 34 of my compendium?  Here CIMA discusses PowerStream's --what it calls four options.  One is called backyard construction, and it discusses option three, which is the hybrid, which I understand was your preferred option up til the ice storm.

MS. CUNNINGHAM:  That was our original plan, yes.

MR. JANIGAN:  Once again, the recommendations are found of CIMA are found in 6.1.2, and again that section doesn't recommend that you do any particular thing, rather that it results in a table which tries to show you the trade-off between cost and effectiveness in storm hardening, is that correct?

MS. CUNNINGHAM:  That's correct.

MR. JANIGAN:  Okay.  And that table is located on page 40 of my compendium, and it shows a number of different programs, the cost, and along with the cost level and the impact level.  And I presume that you want to do everything with low cost and high effectiveness, am I correct?

MS. CUNNINGHAM:  That's preferred, although we might not be able to do it in every case.

MR. JANIGAN:  And low cost and medium effectiveness, I presume might not be as preferential, but you would be maybe interested in doing that kind of project?

MS. CUNNINGHAM:  It depends on what the project is.

MR. JANIGAN:  For example in S3 or S9, it's associated with the poles.  Did you undertake that?

MS. CUNNINGHAM:  Sorry I'm not following you.  Can you explain that again, please?

MR. JANIGAN:  Do you see, under S3 and S9, these projects?

MS. CUNNINGHAM:  S3 is joint use standards?

MR. JANIGAN:  Yes, and it has cost level low, an impact level medium, similarly S9, low and medium.

MS. CUNNINGHAM:  Correct, so those are ones we would undertake.

MR. JANIGAN:  Okay.  And obviously those are a little easier choices than the others.  Now, are you doing all the projects on this table?

MS. CUNNINGHAM:  No, we're not.  So when it comes to projects that have material costs related to the table, we're only doing four of them.  I would have to go down the list to identify which ones those are to you.

MR. JANIGAN:  Okay.  Can you do that off the top of your head?

MS. CUNNINGHAM:  So S1, we are doing B not A, so that's the conversations we've been having, A versus the hybrid versus the full.

We are doing S2.  And when this report was written, we predominantly do that already.  Joint use standards; we are working with our partners with respect to the work that --the poles that they put in, and again it's something we actually do already.

S4 is very similar to S6 and S7; we've kind of lumped them together.  That's the monies to strengthen the poles, one of the programs within the hardening program.  The breakaway connectors, S5, we are not doing.

S8 we are considering when we look at our pole replacement program.  S9 we're considering.  We are not doing S10.  S11; the projects come into play on as need basis.  We predominantly use that as a planning criteria in our system already.

S12 we will be considering in future plans.  When it comes to S13, this is both from a future perspective and an existing perspective.  We are considering in our plans limiting circuits to a maximum of two on key supply areas.  Again, that's a planning going forward.  When it comes to existing going backwards, we are not doing that.

S14; when it comes to incorporating ducts in new refurbished, we have no -- we will attempt to do that, but we don't think we will have much success with our business partners, our municipalities.  But we also don't know of any bridges; we certainly don't have any known in the next five years.

Underground, the distribution system going forward, we are not doing that.  Underground, the existing distribution system, we are not doing that.

With the underground, the exception will be subdivisions, because that is our practice to underground, of course.  But in terms of undergrounding all lines in S15A which is that was what was intended, we will not underground all lines going forward.

Review and update for your protection we already do.  Install and enable high impedance fault detection where appropriate, we -- I cannot recall, but I don't believe we are doing that.  We will do it in brand new installations, but we're not going to go backwards.

And cable chamber and vault drainage standards, that we're looking at now.

MR. JANIGAN:  I'm curious how you chose between medium cost and medium impact kind of studies and those with a high cost or high impacts.

Is there anything of a quantitative or empirical nature that helps us to see how you make those choices?

MS. CUNNINGHAM:  We don't have anything from an empirical quantitative.  Those decisions were made by a number of internal individuals in the organization getting together and discussing the results of this, hearing CIMA and listening to their feedback, and also we got feedback from our own board in terms of what direction that they wanted us to move in, particularly with the undergrounding and the rear lots.

MR. JANIGAN:  I wonder if I can ask you for the transcript from Monday to be -- is it Monday when you were answering questions from my friend, Mr. Rubenstein, on page 172 of the transcript?

Do you have that before you, page 172?  I am curious with respect to the answer given here starting at line 21:
"That is simply a risk decision, and when we do risk decisions, we take a look at what's the probability and what's the consequence.  In both those cases, the probability may be low.  But, in our opinion, the consequence is high and as a result, that's what moves to us do that particular work."

Now, my question is there must be some kind of metric that's used to look at the both the adjudication, whether or not the probability is low and how often this is to occur, and what the consequence might be if it occurs.  And presumably, that goes into the decision as to whether or not you go ahead with a project or another option.

Are you telling me that in all of these circumstances, the decision is intuitive?

MS. CUNNINGHAM:  Well, I mean, that's part of our discussion in terms of the risk and consequence, and then when we put this information in our optimizer, it's put in in answering questions in that regards.  And so if I would consider the rear lot, I mean, the chances of it happening is, we know, low.  We're talking every 14 years.  But the consequences are high, as Mr. Sheogobind described is our rear lot -- our customers were out of power for a significant amount of time, causing hardship.

MR. JANIGAN:  Okay.  The greater percentage of -- some greater proportion of your customers were rear lot customers, and they were out of service for longer than the front lot -- some of the front lot customers?

MS. CUNNINGHAM:  That's correct.

MR. JANIGAN:  Okay.  And that was the consequence that adjudicated this high.  And the probability was once every 14 years?

MS. CUNNINGHAM:  That's correct.

MR. JANIGAN:  Okay.  Now, going back to the costs for the different options for dealing with the rear lot service, if we go back to the original 2012 report, option 3, which is to replace -- and that was on page 11 -- option 3, which is to replace the rear lot overhead with the front lot overhead, and option 5 -- the first being option 5, your eventually preferred solution, option 3 being the solution at that time.  If we look at 6.1.3 of that analysis, what I see is the cost difference in the order of 43 million to 97 million.  Is that correct?

MR. KLAJMAN:  In Figure 13, are you -- is that your reference for option 3 and option 5?

MR. JANIGAN:  That's correct.

MR. KLAJMAN:  Yes, that's correct.

MR. JANIGAN:  And put another way, it's more than twice as expensive to replace rear lot above-ground with front lot below-ground as it would be to do front lot above-ground; is that correct?

MR. KLAJMAN:  If I can paraphrase that, are you saying option 5 is twice as much as option 3?

MR. JANIGAN:  Yes, I suppose that's --


MR. KLAJMAN:  Then, yes, I submit that, yes.

MR. JANIGAN:  Lawyers have a habit of making things more complicated.

Now, the 2012 study is getting a bit long in the tooth.  But is there any reason to believe that the front lot above-ground option of replacement would not be half the cost of your proposal?

MS. CUNNINGHAM:  No, I think it would be similar if we did the cost today.

MR. JANIGAN:  Okay.  And leaving aside the aesthetics and reliability issues, what we've heard, and do you believe that the municipality in which these services were located would object to above-ground front services?

MS. CUNNINGHAM:  That would be our belief, yes.

MR. JANIGAN:  And we asked you to confirm with us what legal impediments there were to PowerStream moving its plan from the back lots above-ground to the front lot above-ground, and I believe the response that had you gave is on page 47 of my compendium, and I conclude from your response that there's two things.  One, in a case of a dispute between the utility and municipality, the Electricity Act gives the OEB the power to resolve the dispute.  Is that a correct assessment?

MS. CUNNINGHAM:  That would be our opinion, yes.

MR. JANIGAN:  And the second thing is that, part of our request, to find out what could be done, and if you approach the municipalities, if you could do front lot overhead, and two, if the municipalities thought they would prohibit you from installing front lot services; is that fair?

MS. CUNNINGHAM:  Sorry, can you repeat that question?

MR. JANIGAN:  One of the things that we asked was whether or not, if you would approach the municipalities to see if you could do front lot overhead and whether or not the municipality would prohibit you from doing so?

MS. CUNNINGHAM:  Yes, that's what we agreed that we would go away and do.

MR. JANIGAN:  Okay.  And you got no response to that inquiry; is that correct?

MS. CUNNINGHAM:  We've had difficulty getting a response, yes.

MR. JANIGAN:  Okay.  Have you attempted to negotiate with the municipalities on the issue of front lot service?

MS. CUNNINGHAM:  We have not attempted to negotiate with them.  It's been our viewpoint that they will not allow it.  And based on our workings with them, we don't see any reason to believe that we would be successful in entering negotiations with them.

MR. JANIGAN:  On what basis did you -- do you get that opinion?  Was it body language, or was there a document, or what -- how do you discern whether or not their -- what their opinion is about front lot?

MS. CUNNINGHAM:  Well, because they -- in our new existing subdivisions they will only allow underground, and when it comes to other power lines that are above-ground, if we are in an existing location above-ground, they reluctantly will be okay with us staying above-ground, but if we're going into, even on a new road, or even if it's not in a subdivision, if we're not there physically above-ground they reluctantly -- give us difficulty in terms of putting it -- any work above-ground.

MR. JANIGAN:  That would seem that the exception favours the idea that they would approve above-ground, would it not?

MS. CUNNINGHAM:  Sorry, can you say that again?

MR. JANIGAN:  They would not approve above-ground services in this case where rear lot -- where the rear lot is supposedly much more consequential?

MS. CUNNINGHAM:  We don't believe that they would approve of overhead front lot.  We also don't believe our customers would like the overhead front lot construction.  There would be -- overhead front lot construction comes with its own problems.  Those problems -- subdivisions invariably are not straight roads.  They have curves.  And every time you have a curve you have to -- you have to put in guy wire, and those guy wires would be on their properties.  In addition, with bringing the rear lot overhead to the front, all the services for these customers are at the back of their house.  If we go underground we can reasonably get to the location where the meter base is at the rear of the house by being underground and front lot.  What is very -- what we couldn't do is go off overhead from a front lot to a rear lot meter base, because the roof lines would be in the way, and then we would actually have to move the meter bases to the front of those homes, and invariably some of those meter bases are located very near their panels, and so we would have to incorporate additional work, perhaps inside their homes, to get the wiring from a front meter base to wherever their panel is.

So the work within the homes would be much more difficult, never mind the aesthetics and the poles and the guy wires being in the way and with the trees in the front as well.

MR. JANIGAN:  Now, were all of the problems that you mentioned present in 2012, associated with front lot service?

MS. CUNNINGHAM:  Well, that's -- yes, that's why we chose not to do option -- that option when we are doing the remediation work, and actually went towards the hybrid --


MR. JANIGAN:  Okay.

MS. CUNNINGHAM:  -- which is out front.  It's underground.  But the servicing remains back lot.

MR. JANIGAN:  Okay.  So in relation to the hybrid system the only -- all of those -- are all of those -- let me put it this way.  Are all of the problems that you've just cited to me present with respect to the hybrid system, or none of those problems associated -- are associated with the hybrid system?

MS. CUNNINGHAM:  So the hybrid system, when it comes to the configuration and the view the customer has working with the town, those problems don't exist for the hybrid option.  What does exist for the hybrid option and why the storm is -- the December 2013 storm is driving us to consider full undergrounding is we still would have poles with secondary in the back amongst all the trees.


And so when you would have a storm like December 2013, we would still have the trees et cetera come down on those poles.  We still have poles that we have to maintain in the back and get our crews at, and the wire coming down would still take the customer's mast down.  So the outages we saw in December 2013, we would likely still see the majority of them.


MR. JANIGAN:  But in 2012, presumably when the hybrid option was your preferred option, all of those same problems could have occurred?


MS. CUNNINGHAM:  Yes, but when we did the 2012 report, we didn't experience the storm like that in Ontario with the people that were in the utility, and we just did not contemplate that as a result.


MR. JANIGAN:  You did a number of customer surveys with respect to your DSP as part of this application.  Did you talk about the rear lot project on those surveys?


MR. KLAJMAN:  Yes, that was part of the presentations that we did to our customers.


MR. JANIGAN:  And in those surveys, did you ask what options PowerStream thought they should choose?


MR. KLAJMAN:  No, we did not.


MR. JANIGAN:  Okay.  I would like to turn to the area of rear lot vegetation management.  And I understand that you've gone from a three-year cycle to a two-year cycle for tree trimming of rear lots, is that correct?


MR. SHEOGOBIND:  That is correct.


MR. JANIGAN:  Why would you do that if you have a plan over the next five years to eliminate those services?


MR. SHEOGOBIND:  I believe it's fifteen years.


MR. JANIGAN:  I'm sorry.  Okay.  Why would you do that?


MR. SHEOGOBIND:  Because we will still have rear lots in existence for the next fifteen years -- well, they will be phased out over the fifteen years.


MR. JANIGAN:  It's simply a more efficient way to do it, over the fifteen year period; is that what you're saying?


MR. SHEOGOBIND:  I'm sorry, can you repeat that?


MR. JANIGAN:  During the period of time that you're phasing out the maintenance, this is a more efficient way to do it?


MR. SHEOGOBIND:  It's a more effective way of achieving better clearances in the rear lots.


MR. JANIGAN:  Have you filed in evidence the incremental cost for moving from the two year cycle for the rear lots?


MR. SHEOGOBIND:  I believe we did.


MR. JANIGAN:  This can be done off-line, but we can't find it in the evidence.  If you could direct it to us.


MS. CUNNINGHAM:  Can we take an undertaking for that?


MR. JANIGAN:  Certainly.


MS. HELT:  The undertaking J 3.6 then, to provide where in the evidence PowerStream has filed the incremental cost of moving to the two-year cycle for rear lots.
UNDERTAKING NO. J3.6:  TO PROVIDE WHERE IN THE EVIDENCE POWERSTREAM HAS FILED THE INCREMENTAL COST OF MOVING TO THE TWO-YEAR CYCLE FOR REAR LOTS; TO DERIVE WHAT PORTION OF THAT INCREASE IS DUE TO TREE TRIMMING IN THE REAR LOTS

MR. JANIGAN:  And I note at tab 11, which on page 50 is CCC.1, you say the vegetation management costs are increasing from 300 to 600 million in 2016, and 500 million thereafter.


I take it if you could -- with that undertaking, I assume we should be able to derive what portion of that increase is due to tree trimming in the rear lots?


MR. SHEOGOBIND:  Yes, we would be able to derive that.


MS. HELT:  So that will be part of the same undertaking 3.6.


MR. JANIGAN:  Now, I wonder if you could turn up pages 54 and 55 of my compendium, and on page 54 -- this is a response to CCC number 11, I believe, and it shows the storm damage budgeted cost.


And in that response, I see that both the capital budget and the OM&A budget related to storm damage are increasing over the period of the plan.  Am I correct on that?


MR. SHEOGOBIND:  I'm sorry, are we looking at page 54 of your compendium?


MR. JANIGAN:  Yes, table A.


MR. SHEOGOBIND:  I don't see that.  I see the capital budget in 2016 is a million dollars, and I see it in 2020 as a million-ten-thousand dollars.


MR. JANIGAN:  Yes, it's going up slightly.


MR. SHEOGOBIND:  Yes.


MR. JANIGAN:  Now, if you look on page 55, the capital budget for storm damage prior to the ice storm was around 430,000 in 2011.  And in 2013 and 2014, I can see a blip, and I assume that was the ice storm.


But even with that event you spent about one million in 2014.  Are you budgeting for a severe ice storm every year?


MS. CUNNINGHAM:  So if I may add something here -- and Mr. Sheogobind may want to jump in -- but this is capital costs.  So the 2013 ice storm, I think --


MR. SHEOGOBIND:  It was a hundred percent OM&A.


MS. CUNNINGHAM:  Yes, we had a couple poles, but it was predominantly related to OM&A costs.


MR. JANIGAN:  Okay.


MS. CUNNINGHAM:  So this is capital cost due to the storm.  So it might be similar to the microburst that we had as an example, where we lost a significant number of poles.


MR. JANIGAN:  Okay.


MS. CUNNINGHAM:  And you may have some other examples.


MR. JANIGAN:  I guess why is it the same throughout the period of 2014 to 2020?


MR. SHEOGOBIND:  2014 would be an actual.  And then 2016 through '20 is what we've budgeted.


MR. JANIGAN:  I guess why -- unless there is an ice storm every year, why would the necessity for this amount in capital every year from 2015 to 2020?


MR. SHEOGOBIND:  I think it's because of the increasing trends we've seen over the last few years.


We have had the ice storm and we did have the microburst in 2014, and those budgets have been adjusted accordingly because we are seeing more severe weather patterns.


It might not necessarily be on the scale of an ice storm every year, but we are seeing severe weather patterns that are impacting the system.


MR. JANIGAN:  It's just that the important event which has caused a fair amount of change to your program has been an ice storm that occurs once every fourteen years.  But we see here, in terms of capital costs associated with the replacement distribution equipment, pretty much the same figure plugged in from 2015 to 2020.


I agree that the climate is uncertain, but your own plan provides that it's going to occur once every fourteen years.


MR. SHEOGOBIND:  Our experience over the last few years has been that we are seeing a significant weather event approximately once per year that's impacting our system.

[Fire alarm sounds]


MR. QUESNELLE:  Hopefully we're not going to be interfered with here, Mr. Janigan.  But carry on.  If it becomes too much of a nuisance, we'll stop.

MR. JANIGAN:  I haven't gotten that far yet, Mr. Chairman.

MR. SHEOGOBIND:  So I -- sorry, could you...

MR. JANIGAN:  I'm looking at the, once again, the storm-damage row.  And looking at 2011 and 2012, I assume those are actuals?  And presumably those actuals took place in a climate relatively similar to what we're going to experience between 2014 or 2015 and 2020, that we have actuals of 428,000 and 482,000.  I guess, given the fact that you're not likely to get an ice storm, according to your own predictions, for 14 years, and the climate is likely to be similar to what existed in 2011 and 2012, why is there an effective doubling of that amount from 2016 to 2020?

MR. SHEOGOBIND:  It's a reflection of what we're experiencing in terms of the more severe weather patterns that impact the system.  It is true that we're not going to get an ice storm every year of the magnitude of the December 2013 ice storm, but apart from that, there still are significant weather patterns that occur that impact our system, and our experience over the last few years has been that we see those significant weather patterns approximately once per year.  In 2011 there was a tornado.  In 2012 we saw the impacts of Tropical Storm Sandy.  In 2013 we had flooding in the GTA areas.  In 2013 we also had the ice storm that impacted PowerStream, as we've talked about.  In 2014 PowerStream experienced a microburst on Warden Avenue that knocked down 14 poles.  In 2015 we had unique weather patterns that led to a spate of pole fires.  In fact, we had 52 pole fires this year, which is an extraordinary amount of pole fires.

So what we're seeing is that approximately once a year we're getting these significant weather patterns that are resulting in disruption to our systems, and that's what's guiding us in the setting of our budgets.

I should point out here also that what we're looking at here is the capital budget for storms.  There is also an operating budget for storms.  Over the next five years we've kept those budgets fairly level.  But the point I'm making is when a severe weather event occurs, depending on the impact to the system, the costs could be either capital or they could be OM&A.  We can't really predict going out a few years which bucket those costs will end up in.  For example, the 2013 ice storm, which the cost was approximately $1.8 million.  As we were saying a few minutes ago, that was primarily an OM&A cost because of the nature of the damage we sustained.  Whereas in 2014 with the microburst and the 14 poles that was a capital cost because we were replacing major assets.

So the budgets we've put forward here we think are prudent.  They're based on our experience and the things that we're seeing over the past few years.

MR. JANIGAN:  How did you forecast these very specific numbers in your 2016 to 2020 budget?  You have it down to a dollar amount here where effectively it's a -- you know, it sounds like a bit of a crap shoot.


MR. SHEOGOBIND:  Yes, I really wish that I could say that, you know, our predictions are that precise, that in 2016 we know it's going to be a million-two-hundred-and-thirty-two dollars.  But I think that's the impact of our budgeting system, where we -- when we do our capital budgets we would make an estimate of labour and materials, and then there are burdens that would be applied to that, which are basically percentages, which is why you would end up with very specific numbers.

MR. JANIGAN:  And where did that -- in your estimates do you build it off your 2014 year or what year did you build it off of?

MR. SHEOGOBIND:  We look back at what we've experienced over the last few years, and like I said earlier, we would look at the experience we've had over the past few years with the impact of these weather patterns.

MR. JANIGAN:  And you say your OM&A budget hasn't experienced this kind of increase?

MR. SHEOGOBIND:  It has increased slightly, but I think you might have referred to this earlier.  I think in 2016 it's 377,000, and it increased in 2020 to 403,000.

MR. JANIGAN:  Okay.  You note that if your plans are approved you only have spent a significant portion of investments, at least 30 million between 2016 and 2020, on back lot conversion alone.  Why would you be spending more on storm damage in 2020, given those investments, than you would in 2016?

MR. SHEOGOBIND:  Because while rear lots are at risk for the impact of storm damage, storms would not only impact us in rear lots -- for example, the Warden Avenue microburst I alluded to a little while ago was on a major roadway in Markham on Warden Avenue, which was not a rear lot.  So we could be impacted by tornadoes or severe wind storms anywhere on our system.

MR. JANIGAN:  But surely we should be seeing some benefit from -- your storm-hardening and rear lot supply line, you're going to be spending almost 90 million in investments.  I mean, surely there must be some kind of benefit that accrues from that in relation to a decrease in the amount that you're planning for storm damage?

MR. SHEOGOBIND:  So two things to that.  I would say first of all the changes that we're making to the system, those benefits would accrue over the longer-term.  But I think the second thing I would say is, because we're seeing incidents of more severe weather patterns and they're becoming more frequent, and that is supported in the CIMA report -- let me phrase it another way.  If we didn't make the investments that we're making, we would expect to see that reliability would suffer.  We would also expect to see that our system would be more impacted when we have these severe weather events, in which case you would see those storm costs increasing over the five-year period, as opposed to being held stable.

MR. JANIGAN:  Now, if these severe weather events don't occur, who is going to benefit from this, the shareholder or the customers?

MR. SHEOGOBIND:  Sorry, is your question that if the
-- a weather --


MR. JANIGAN:  Severe weather events don't occur.

MR. SHEOGOBIND:  Then the spending in those budget lines is less?  Is that what you're asking?

MR. JANIGAN:  Yes, and who is going to get the benefit of that?

MR. MACDONALD:  The -- our plan contemplates a recalculation of revenue requirement, annual adjustments each year.  So it's possible that the benefits could be shared.

MR. JANIGAN:  Okay.  So these things are basically contingent on them happening, but if it doesn't happen then it's something that could be looked at in the true-up.  Is that what you're saying?

MR. MACDONALD:  We hadn't proposed a specific true-up in our rate application, no.

MR. JANIGAN:  Okay.  Well, how in fact are we going to ensure we're not paying for something that doesn't happen?

MR. MACDONALD:  I -- it's hard to guarantee the exact spending level for something like storms, capital or operating.  I can't do that.

MR. JANIGAN:  It's a Z factor, isn't it?

MR. MACDONALD:  Well, Z factor we propose, but it has a specific criteria and threshold.

MR. JANIGAN:  Okay.  I'll leave that for now.

Can you tell me what specific outcome metrics are associated with the storm-hardening program?

MS. CUNNINGHAM:  Can you explain what you're referring to when you say "outcome metrics"?

MR. JANIGAN:  Well, obviously you're expecting favourable outcomes or more favourable outcomes associated with all the money that you're going to be spending on storm-hardening.  Have you proposed any performance metrics upon which we can judge the effectiveness of this program?

MS. CUNNINGHAM:  Yeah, we have not proposed any metrics.  So these are -- the spending levels that are related to system reliability and over time we should -- I wouldn't say necessarily see an improvement in system reliability, but we shouldn't see a degradation in system reliability with increased storm activity is what we plan in terms of going forward.

MR. JANIGAN:  Well, I mean, I think we've spent about an hour discussing why these expenditures are going to improve system reliability.  You're saying to me that we may not expect such an improvement?

MS. CUNNINGHAM:  So the improvement I'm referring to would be improvement against, say, our December 2013 statistics in total with respect to the major event days.  But when it comes to our day-to-day reliability, it may not -- may or may not improve on our day-to-day reliability.  These are intended for those one-of type of events that occur in that regard.

MR. JANIGAN:  Okay.  Thank you, Mr. Chair.  Thank you, panel, for your patience.  Those are all my questions for this panel.

MR. QUESNELLE:  Thank you very much, Mr. Janigan.  Ms. Girvan, I believe you're next, and we'll start at two o'clock.

--- Luncheon recess taken at 1:00 p.m.

--- On resuming at 2:00 p.m.

MR. QUESNELLE:  Ms. Grice, I understand from Ms. Helt that you had a question that you'd like to follow on from the earlier cross-examination.  Oh, missed the button.  There we go.  How's that?

MS. HELT:  Perfect.  Thank you.
Cross-Examination by Ms. Grice:


MS. GRICE:  Thank you.  I just have a couple follow-up questions from Ms. Helt's cross-examination.  So if we could please turn to page 94 of Board Staff compendium, and it relates to Table JTC1.10.  And what this calculation ultimately comes up with is the total cost per customer minute interruption of $69.41.  And I just want to explore a little bit the costs that were put into this calculation related to the duration cost and the frequency cost.

So I don't -- I'm going to have to get you to turn up some references.  So the first one is at Exhibit C-2-1, and it's II-2.Staff.71.  And it's the asset condition assessment report that has been updated by PowerStream.  So again, it's the appendix 71 to 2.Staff.71.  And I'm looking at page 7, and on page 7 it discusses -- sorry, page 7.  We will flow into page 8, but just -- I just wanted to look at a bit of the preamble on page 7 that talks about the consequences of an asset failure, and that it includes the replacement cost of the failed asset and the customer outage impacts.  That's the first sentence under criticality.  And then later on in the second paragraph it says that:

"Average costs for dollars per kilowatt and dollars per kilowatt hour could then be estimated, and for this study PowerStream has selected to use the following customer interruption costs which can be updated at a later stage pending the future availability of additional relevant customer impact studies."

So then if we turn to page 8 and you look at Table 2, and the middle column shows the frequency cost of $20 per kilowatt and the duration cost of $20 per kilowatt hour that were used back in the table that I took you to first, which shows what the total cost per customer minute interruption is when these values are used, and it came up as being $69.41.

So now I just want to compare that to what was originally proposed in the Kinetrics report that was originally done in 2009.  And if we just quickly look at that reference, it's the appendix to 2.AMPCO.8, and it's appendix 8F.

Oh, you know what?  It's -- I'm sorry, it's from Exhibit C-2-2, so it was filed August 21st.  So on page 4 of that report it shows that instead of $20 for both customers -- peak load and duration, the costs that were used were $20 per kilowatt and $10 per kilowatt.


And so if I put $10 per kilowatt into the table to look at what the total cost per customer minute interruption would be using $10 for the frequency cost, the total cost per customer minute interruption goes down to $35.18, if you'll accept that subject to check?

MR. SHAIKH:  Subject to check, yes.

MS. GRICE:  So I guess my question is, there was mention of doing impact studies to further evaluate these costs, and if you could just please share what's happened between the Kinetrics numbers in 2009 for these duration costs and frequency costs compared to what was used in PowerStream's update to that report of $20 and $20, that would be helpful.

MR. SHAIKH:  The 2007 numbers were for Kinetrics.  After that PowerStream did some assessment.  We looked at a couple of the reports out there which outlined the customer interruption cost; namely the Berkeley report.  In 2012 when we did the asset condition assessment those numbers were updated to $20 per kilowatt and $20 per kilowatt hour, but that is the consistent number that we have used since 2012.  We have not changed that.

MS. GRICE:  And has that information been filed in this record?  The update to $20 for the duration cost?

MR. SHAIKH:  It was filed in the 2000 -- in the ICM.  That was one interrogatory, and we just pointed to that question, and we said, how did you arrive to that number, so we have filed that in the ICM.

MS. GRICE:  Okay.  Thank you.  Okay.  Thank you.  And I -- sorry, I just have one other small question.

MR. QUESNELLE:  Certainly.

MS. GRICE:  You had some discussion with Ms. Helt about whether or not PowerStream has data on the number of assets that are in fair or good condition that move to poor condition in the typical year.  And the response that was provided, I just wasn't fully clear on that.  So I wanted to ask again if PowerStream has studied this, if there are -- is actual data on specific assets that shows the movement from the condition categories in a typical year?

MS. CUNNINGHAM:  So to derive that data that we've done so far we essentially rely on the curves, if you will, to help inform us.  And then as we put our inspection data -- information tied into the curves, update the curves, those curves get better at informing us of what to expect.  We have not gone and done sort of studies beyond that in terms of what moves from fair to good.  You know, we are at a good maturity level with our asset plans, but there's still work to do.

MS. GRICE:  Okay.  Thank you.

MR. QUESNELLE:  Thank you, Ms. Grice.  Ms. Girvan?
Cross-Examination by Ms. Girvan:

MS. GIRVAN:  Thank you.  Panel, I just wanted to start with -- this is a presentation that Mr. Shepherd was referring to the other day, and it's the budget guideline presentation that I think we discovered had a date incorrect on the front page, and it's found at C.CCC.21, appendix A, and that was filed in one of the interrogatories filed in April.  And I think it was in SEC's compendium as well.  There we go.  And this is the one we discovered, Mr. Macdonald, that that date is incorrect, right?

MR. MACDONALD:  Yes, the year is one year off.  It should be 2014.

MS. GIRVAN:  Okay.  So if you can turn to page 13 of that, please.  So I'm just trying to understand to some extent your schedule in terms of the development of the budget.  And what I'm seeing here towards the end of this page is that you had sort of final approval of the budgets in sort of November of 2014; is that correct?

MR. MACDONALD:  The final ultimate approval was December 18th board of directors, PowerStream board of directors' meeting.

MS. GIRVAN:  Okay.  And this whole process was sort of getting your staff together and putting things together, sort of starting in May of 2014?

MR. MACDONALD:  Yes, we meet given the context, given the guidelines.  That's not all that's done, of course.  Our finance staff meet with departments and go through everything with them.  But this is a kick-off.

MS. GIRVAN:  Okay.  So the budgets that are before us today, if I take a look at your capital budgets, they were put together in this time frame?

MR. MACDONALD:  That's correct.

MS. GIRVAN:  And they haven't changed significantly since then?

MR. MACDONALD:  Not significantly.

MS. GIRVAN:  Okay.  Just a few things here and there, I guess.

MR. MACDONALD:  Well, I think the main thing -- we did an August 21st update after the end of the interrogatories, and I believe we added capital cost for monthly billing and that sort of thing -- so minor.

MS. GIRVAN:  So it was about a year and a half ago.

MR. QUESNELLE:  Ms. Girvan, I noticed the other day, and today as well -- if you could let the witnesses answer completely, before asking -- it's very difficult for the court reporter to catch both conversations.

MS. GIRVAN:  Okay.  I'm trying to move things along.

MR. QUESNELLE:  I recognize that.  Normally, in regular conversation, it wouldn't be a problem, obviously.

MS. GIRVAN:  Okay.  If you could please turn to -- this is SEC Interrogatory No. 48.  So the question here was about how will ratepayers and the Board be able to assess whether the capital spend in each year was undertaken cost effectively.

And the answer was that we would have an opportunity, the Board and intervenors, at the next rebasing to test the prudence of the plan and what was spent.

My question -- and I think this is really for you, Ms. Cunningham -- is how do you assess this internally?  So how are you going to demonstrate internally that you're getting value for money for your ratepayers with respect to these capital programs?

MS. CUNNINGHAM:  I think there's a couple of things I would see are important to us in looking at the value to customers.

First is the prudency of doing the projects in the capital program that we've put forth, and that's why we have a very rigorous process in terms of establishing what those projects and plans are, and that made up the plan that we've put forth.

So that's a very important piece in consideration of that.  That's why in the optimization process, we consider the value to the customer in that particular process.  We consider in that process the value to system reliability.  So the pre-planning is very important in terms of the capital plan.

And I think the next piece is the execution of that capital plan, with the intent of executing it as we've put forth.  And in regards to that once, we've completed those plans, there's certain pieces of it that are, go towards system reliability, as an example, with respect to customers and continuing to measure the impact of our accomplishments on system reliability.

MS. GIRVAN:  What I was sort of envisioning is do you -- say, for example, with your pole replacement program, at the end of a year do you sit down and say, okay, here was our budget and here is what we spent.  Do you assess that?

MS. CUNNINGHAM:  Yes.  That's part of -- that's part of why we regularly take a look at our capital plan and we take a look at actuals on a monthly regular basis.  And that's also part of the exercise, in terms of the work order closing to make sure you're at a very specific job level that we're executing in that regard.

MS. GIRVAN:  Okay.  But you don't really have metrics that you've put in place to assess that?

MS. CUNNINGHAM:  Well, we have the metrics we put forth as part of this plan, with respect to system reliability and completion of the DS plan, and the work order closing.

MS. GIRVAN:  Okay.  But other than that, there is nothing else?

MS. CUNNINGHAM:  That's essentially what we would be doing.

MS. GIRVAN:  Can you remind me -- and I know we've got lots of evidence here, we've been through various stages in this process, but -- Mr. Macdonald, I think this is for you.

Can you describe for me how you're going to report on your capital spending every year to the Board?

MR. MACDONALD:  Our proposal is to follow the RRFE and report our capital spending against forecast.

MS. GIRVAN:  Do you intend to just file a number, or are you intending on providing the information on a project and category basis?

MR. MACDONALD:  We were contemplating a high level.

MS. GIRVAN:  Not even system renewal, system service?

MR. MACDONALD:  No, certainly the four categories the OEB uses, but not on a project basis.

MS. GIRVAN:  Okay.  Would that be difficult to do?

MR. MACDONALD:  No, we track things that way, but we're trying to follow the Board's guidance of keeping the annual update process simple and systematic.

MS. GIRVAN:  Thank you.  If you could turn to CCC number 45, please?  Thank you.

Now this is just the breakout between your capital spend internal versus contracting.  And we discussed -- I think we referred to this a bit earlier today.  And I guess my question is if I look at -- for instance, with respect to 2016 and '17, we see a jump from historical levels.  And I wondered if, as of today for 2016, you have the right amount of contractors in place and lined up to be able to do this contracting work?

MS. CUNNINGHAM:  As I described earlier today, the contracting for 2016 to 2020 is what's in the budget as of now.  But there are a number of programs that we use blended resources, and the estimates for those particular programs is based on all internal resources.

So that the proposed budget that we have there is not entirely reflective of what we will actually need for contracting resources.  I would expect that the contracting resources will be more like 2014.  And so we aren't anticipating that much of a change in resourcing to the 2016 budget compared to the 2014.

So we believe that we have -- and that's through 2015 as well, we have those resources available.

MS. GIRVAN:  So you've been in touch with these contractors and you've got them in place?

MS. CUNNINGHAM:  Most definitely.

MS. GIRVAN:  All right, thank you.  And in 2016, you're also doing what I would say more internally, and I just wondered -- with relatively the same level of staffing.  And I just wondered if could explain whether you have the capacity internally to do that level of work?

MS. CUNNINGHAM:  That goes back to the budgeting things.  When we go to execute the projects, even though it's been budgeted with internal because we use blended resources, we will make the decision at the particular time of execution of whether it goes internal or external.

Our plan is to only with a couple of -- a few staff members to increase to support the capital program.  But it's not largely different than the staff capacity that we have now.

MS. GIRVAN:  Okay.  Thank you.  Now, I recall from your 2014 ICM case that with respect to your capital budget, you characterized expenditures as either discretionary or non-discretionary.  Do you recall that?

MS. CUNNINGHAM:  That's correct.

MS. GIRVAN:  Okay.  And much of the discretionary -- much of what I would say that the general plant category was discretionary.  Would you agree with that?

MS. CUNNINGHAM:  With the definition that we use for discretionary, yes.

MS. GIRVAN:  Okay.  So if you can turn to -- and this is actually appendix 2A, which is the capital budget, the detailed capital budget.  And I think it's also in Mr. Rubenstein's compendium from Monday at pages 58 and 59.  That's probably the best place to find it, because that's what I'm going to refer to.

MS. HELT:  I think this is the wrong compendium.

MS. GIRVAN:  I'm sorry, it's the capital panel compendium from Monday.

MS. HELT:  That's Exhibit K2.

MS. GIRVAN:  2.3?

MS. HELT:  Yes.

MS. GIRVAN:  Thank you.  I'm looking at pages 58 and 59, and this is the general plant, and the forecast for the six years including 2015.

And can you tell me with respect to those categories you had before how much of this -- what percentage of this budget would be considered discretionary?

MS. CUNNINGHAM:  I would have to go back and take an undertaking to take a look at that to make sure that we have truly compared the definition of non-discretion, discretionary with respect to this, because we also use controllable and non-controllable, and I just want to make sure I have the references straight.

MS. GIRVAN:  Okay.  That would be useful.  Thank you.

MS. HELT:  That will be Undertaking J3.7.
UNDERTAKING NO. J3.7:  TO ADVISE WITH RESPECT TO THOSE CATEGORIES YOU HAD BEFORE WHAT PERCENTAGE OF THIS BUDGET WOULD BE CONSIDERED DISCRETIONARY.

MS. GIRVAN:  Okay.  And there's just, there's a particular project that I'm interested in on this -- on this sheet, and it's down at lines 43 to 48.  And this is the J.D. Edwards system.

MS. CUNNINGHAM:  Correct.

MS. GIRVAN:  Could you just briefly describe in just a paragraph what -- what -- what the system is?

MS. CUNNINGHAM:  So J.D. Edwards is our ERP system, so it's our financial and looks after numerous other things with that particular system.  And so an upgrade is planned in 2019.

MS. GIRVAN:  Okay.  So you did have an upgrade in 2014; is that correct?

MS. CUNNINGHAM:  That's correct.

MS. GIRVAN:  Okay.  And if I'm looking at lines 43 to 48 I see over the six years that this is -- these expenditures amount to approximately $4.2 million?  Would you accept that subject to check?

MS. CUNNINGHAM:  Yes, subject to check.

MS. GIRVAN:  Okay.  Thank you.  And when were these budget numbers derived?  Was it going back to May, to August that we discussed earlier, through that period?

MS. CUNNINGHAM:  Yes, so during 2014 when we built up the budget the numbers would have been developed in that time frame.

MS. GIRVAN:  Okay.  And do you have an RFP out for any of these budget items?

MS. CUNNINGHAM:  Not that I'm aware.

MS. GIRVAN:  Okay.  So can you help me understand how these numbers were developed?

MS. CUNNINGHAM:  My expectation, it would have been based on the experience of the individuals that essentially run the J.D. Edwards application, and through their experience in considering their needs they will have -- and past experience of projects they have done they will have put the budgets forth, and they will have gone and talked to vendors on an as-need basis to come up with those estimates.

MS. GIRVAN:  Okay.  So I think my understanding is that the last upgrade in 2014 was about $800,000.  Would you accept that subject to check?

MS. CUNNINGHAM:  I would accept it subject to check.

MS. GIRVAN:  Okay.  All right.  Thank you.  And I guess I'm wondering why the upgrade in 2019 is going to be 2.4 million.  You could provide an undertaking if that would be --


MS. CUNNINGHAM:  Yeah, I think we might need to, because my understanding it is a similar upgrade, and my recollection is that there is something about this upgrade that's different, but I can't --


MS. GIRVAN:  Okay.

MS. CUNNINGHAM:  -- tell you what it is.

MS. GIRVAN:  Yeah, just, it seems to me that it's significantly greater than the one before, and if it's the same sort of every five year upgrade I just wondered what the difference was.  That would be helpful.

MS. HELT:  Okay.  Undertaking J3.8.
UNDERTAKING NO. J3.8:  TO ADVISE WHY THE UPGRADE IN 2019 IS GOING TO BE 2.4 MILLION.

MS. GIRVAN:  Okay.  So do you agree that technologies of this type and the cost of these technologies can change over time significantly?

MS. CUNNINGHAM:  They can definitely change and often go up.

MS. GIRVAN:  Okay.  And what's the expected life of this project?  The J.D. Edwards project?

MS. CUNNINGHAM:  Well, our last upgrade is 2014, so the next upgrade is planned for 2019.

MS. GIRVAN:  Okay.

MS. CUNNINGHAM:  My expectations -- I mean, my experience from other upgrades if you're staying to the same system it's -- you know, four or five years between upgrades makes sense, but it really depends on the nature of the software and where the vendor is at in terms of their upgrade cycle and the customers that they have and what they're doing with their product.

MS. GIRVAN:  Okay.  And are you aware of any other utilities that use this system for their ERP?

MR. MACDONALD:  None come to mind.

MS. GIRVAN:  Enersource come to mind?

MR. MACDONALD:  Not from my memory, I'm sorry.

MS. GIRVAN:  Okay.  So you haven't compared the cost of your J.D. Edwards system to the cost incurred by other utilities at all?

MR. MACDONALD:  No. As Ms. Cunningham said, doing the budget -- preparing the budgets, our IT staff would have talked to the vendors to get some -- a reasonable pricing to put forward, but we didn't talk to other utilities.

MS. GIRVAN:  Okay.  Thank you.  And just one clarification.  If you look at page -- or, sorry, line 30 on that same schedule, there is a line that says "finance emerging products -- projects", sorry, and I just wondered if this is a financial sort of system why you have an additional project, the finance emerging projects, going forward?

MS. CUNNINGHAM:  Yes, so J.D. Edwards is a good ERP system, but it's not the perfect system, if you will.

MS. GIRVAN:  Okay.

MS. CUNNINGHAM:  And so finance, whether it's for budgeting purposes, looking at reports, they augment as they need to to support the system.

MS. GIRVAN:  Okay.  Thank you.

Now, if you look down at line 53, there is a project, and it's the Microsoft productivity project.  And again, I would just like to understand what that is.  And it's basically a million-dollar expenditure over the term of the plan.

MS. CUNNINGHAM:  Yes, so it's been -- it's a bit of a nebulous name, but essentially it's our desktop software.  So it's effectively an upgrade that we would do at some point in time to the desktop software and all the backup software, so your Windows environment, and whether it be you need to do the Word and Excel and all that kind of stuff to go with it, and your Outlook, et cetera, so that's what it is.

MS. GIRVAN:  So how did you derive that cost?

MS. CUNNINGHAM:  So we just did an upgrade.  I'm thinking it was 2014.  And so again, they will have, similarly to the J.D. Edwards, use their experience through that and again discuss with vendors as they saw the need.

MS. GIRVAN:  Okay.  In my review of that project, it's supposed to create productivity within the company, and I just wondered if that's been reflected somewhere elsewhere in your budgets?

MS. CUNNINGHAM:  I don't believe it has been.

MS. GIRVAN:  No?  It hasn't been?

MS. CUNNINGHAM:  No.

MS. GIRVAN:  Okay.  And can you tell me why?

MS. CUNNINGHAM:  I think it's very similar to the San -- the storage data project that we talked about earlier on Monday, and it's because it's a little bit here and there for all the staff and it's about -- with particular software, so that you can use the latest of Word, et cetera, and you can be the same as the person that you're getting a file from otherwise and don't have to convert and you're -- it's those little bits of gains that you get from upgrading and updating your software.

MS. GIRVAN:  Okay.  So you haven't reflected those savings in the budgets?

MS. CUNNINGHAM:  Right.

MS. GIRVAN:  Thank you.  Just a quick update with respect to the Barrie renovation, the $3.1 million project, I know the there was a projected in-service date of 2015?  Can you remind me if that --


MS. CUNNINGHAM:  Yes.

MS. GIRVAN:  -- what the status of that project is?

MS. CUNNINGHAM:  That project is finished and the facilities are updated as we planned to do.

MS. GIRVAN:  Are they in use, the facilities?

MS. CUNNINGHAM:  Yes, the update to the facilities was actually done while staff were in the building, and we just moved from spot to spot and all the staff are back in the plant positions after the upgrade.

MS. GIRVAN:  Thank you.  Now one other thing on this general plant -- actually, there's a couple of things.

At line 56 again, there's an upgrade to your phone system that's supposed to occur in 2020.  I would just like to understand how you derive that cost.

MS. CUNNINGHAM:  It would be similar to J.D. Edwards and Microsoft productivity.  Based on past experience, we have done upgrades and they will have used that.

MS. GIRVAN:  So it's not difficult to predict how much the phone system is going to cost five years from now?

MS. CUNNINGHAM:  Sorry, what was your question?

MS. GIRVAN:  Is it not difficult to forecast what a new phone system might be five years out today?

MS. CUNNINGHAM:  They're using their best experience to make that prediction.

MS. GIRVAN:  Is there any way you can push that out further beyond 2020, defer the project?

MS. CUNNINGHAM:  It will be a risk decision, if we decide to do that.  My understanding is they've made minor upgrades to the phone system, but the phone system by 2020, a major upgrade is required.

MS. GIRVAN:  Okay.  I just had a couple other on this list I'm trying to better understand.

At line 17, there is a category called client computing, which is about 400 or 425,000 dollars a year.  Can you explain to me what that is, please?

MS. CUNNINGHAM:  That's our -- the computers that all our staff use, we have a cycle of replacement that is discussed in our evidence.  And effectively, that's to replace the desktops and laptops, et cetera, that are used by staff on a regular and planned full basis.

MS. GIRVAN:  So, each year you're spending $400,000 replacing --


MS. CUNNINGHAM:  Yes, some staff get a replacement, others don't, and they do it on a regular basis.

MS. GIRVAN:  Okay, thank you.  If you can just turn to the next page 59, and I just had a few quick questions.

In your business cases, you do have a business case No. 103357 which is for bucket trucks, and it's in the business case analysis.  And what that refers to is replacement of bucket trucks in 2018, '19 and '20.

But when I look at this schedule, it looks to me like there are a number of replacements.  In '16 there's about five, I would say, and in '17 there's two.  And I wondered if that -- that's sort of then million dollars over the life of the -- the term of your plan.

And I just wondered does the business case only involve '18, '19 and '20?

MS. CUNNINGHAM:  This is a budgeting thing that we do is -- the trucks again are on a cycle of replacement.  And the outer years we identify as a whole, the number of trucks that need replaced, and use an approximate cost.  And when they get to those outer years, we're expecting that they will have high enough -- I mean, it's not just a cycle replacement.  They have to consider the hours on the truck, they have to consider the condition of the truck, they have to consider the maintenance that's happening on the truck.

But in the outer years, that information is not known when we go to put the budget together.  But what we do expect is the trucks that are in the earlier years that you would know things like your maintenance, you would know things like number of hours on the truck, and it's not just a consideration for cycle replacement, and that we want to consider in the near term the truck competes on the basis of the other factors besides just cycle.

So in order to consider that through the optimization process, in the earlier years we break it down in specific projects, so the bucket trucks can each have data that relate to that truck specifically when it gets compared to tenant other projects for the budget process.

In the outer years, that data is not available.  So we effectively lump it into one project.

MS. GIRVAN:  So you're sort of guessing what it might cost in those years?

MS. CUNNINGHAM:  Well, it's not unsimilar to poles, et cetera, et cetera.  It's like its own methodology for determining what the replacement will be in the outer years, of what we think will come into being poor condition, and the trucks that need to be replaced.  So it's the same kind of philosophy.

MS. GIRVAN:  So do you look at ways to extend the life of these trucks?

MR. SHEOGOBIND:  Yes, that is part of the things that are considered.  There is an annual review of the vehicle replacement plan.  We consider the factors that Ms. Cunningham talked about, vehicle utilization as well as maintenance costs for specific vehicles, and our fleet department, they take the lead on this and they will also look at factors such as can we extend the life of this unit.

MS. GIRVAN:  Have you done any analysis that compares your replacement program with respect to these trucks with other utilities?

MS. CUNNINGHAM:  Can you ask that one again?

MS. GIRVAN:  Have you done any analysis that compares your replacement program, the elements of that, with respect to what other utilities are doing?

MS. CUNNINGHAM:  Yes.  So my understanding is that the replacement cycle that's been determined is largely based on what the manufacturer is suggesting for a replacement cycle.  And when they come up with -- then they have proposed the replacement cycle, and my understanding is that the individuals on staff that worked on it, they have in fact gone out and discussed with others what they're doing.

So that's the replacement cycle that gets set from a plan perspective, and again we go back to the individual bucket trucks where we also consider the condition at the time.

MS. GIRVAN:  So you do -- my question was really about looking at other utilities and -- I would characterize it as potentially benchmarking.

MS. CUNNINGHAM:  I would say the question has been asked, but not in a formal way.

MS. GIRVAN:  Wouldn't you think the manufacturers might have you on a faster replacement cycle recommendation than you might determine yourself?  Just intuitively, if you're relying on when the manufacturer says it's to be replaced --


MS. CUNNINGHAM:  That's possible, but our experience is that often they are in line as to when they need replaced.  And that's part of the reason we do consider the other factors before we decide to actually replace a truck.

MS. GIRVAN:  Is there salvage value associated with these trucks?

MR. SHEOGOBIND:  Yes, typically we would put these vehicles up for auction.

MS. GIRVAN:  Where does that money go?

MR. MACDONALD:  It would -- accounting-wise, I guess it would be a type of proceed from sale or other revenue.

MS. GIRVAN:  Okay.  All right.  Thank you.  I just have a few questions with respect to smart grid, and there's two references.

The one is staying on this same page, at the very bottom -- yes, at the bottom of 59, there's some budget items here with respect to smart grid.  And I would also like you to turn to CCC 42.  It's G.CCC.42-2, page -- these are so confusing, these references.  It's page 178 of the April interrogatories -- I'm sorry, it's CCC.44.

If you turn to the second page of that, so this sets out -- you need to scroll down so you can see the heading –scroll up, sorry.

So it talks about smart grid expenditures, and my question is really -- and maybe you need to undertake to do this.  I see at the bottom of page 59 a list of smart grid expenditures that are proposed in your capital program.  And the total is 1.338 million in each year, and the data analytics, the electric vehicle technologies, and the home technologies are all set amounts in each of those five years.

And to me my first question is really, are those placeholders because the amounts are the same in every year?

MS. CUNNINGHAM:  So as you -- smart grid is interesting.  It really is about pilot programs, and what we've done is put forth some costs for pilot programs in those areas so that we can get more information as to how new technology is going to affect our system.  And as you might imagine, because we are talking about new technology, it is difficult to imagine even two years from now what those projects might be.  So that is why that you will see a spending level that is level in its nature that we put forth.

MS. GIRVAN:  Okay.  So you've really done a sort of top-down approach, saying in 2016 we're going to spend 267,000 on data analytics, but you're not sure what you're going to spend that on?

MS. CUNNINGHAM:  That's correct.

MS. GIRVAN:  Okay.  So if I then go back to the schedule in CCC 44, I'm just trying to reconcile the numbers, and I don't know -- in 2016 you've got 1.194 million, and it doesn't reconcile with what you've got in appendix 2AA.

MR. MACDONALD:  Could we get the interrogatory response on the screen again?

MS. GIRVAN:  Yeah, there.  Thank you.

MR. MACDONALD:  What's the heading for that table?

MS. GIRVAN:  Smart grid expenditures.  And you can take this away if you want.  It's -- that'd be helpful.

MS. CUNNINGHAM:  I think we'd have to take an undertaking to reconcile those two.

MS. GIRVAN:  That would be helpful.  Thank you.


MS. HELT:  That will be Undertaking J3.9.
UNDERTAKING NO. J3.9:  with reference to the schedule in CCC 44, TO RECONCILE THE TWO NUMBERS.  ALSO, TO ADVISE HOW THE NUMBER REQUESTED WAS DERIVED.

MS. GIRVAN:  Okay.  Just one more quick question on that particular chart, if you can scroll down.  Yes, thank you.  Green Button and Home Technologies, I know that that's a program with the ministry, and I'm not sure it's up and running or in terms of what a utility contribution should be has been set yet.  How did you derive that number?  Do you want to undertake --


MS. CUNNINGHAM:  I would have to take the undertaking.

MS. GIRVAN:  Okay.  If you can do that on the same one that would be helpful.

MS. HELT:  Okay.  So that will be included in J --


MS. GIRVAN:  Thank you.

MS. HELT:  -- 3.9.

MS. GIRVAN:  Just a couple more questions.  My last question is, if you look again at the -- these general plant categories, if the Board were to reduce these budgets by 20 percent, say, in each year, have you thought about what process you would go through in terms of prioritizing which one should go ahead versus which one shouldn't?

MS. CUNNINGHAM:  So, I mean, we would go back to our same optimization process, and we would run it through the optimization tool with a new constraint and look at the results and have discussions in the room on those results, and like I said, it's a bit of an art, a bit of a science.  And based on those discussions then we would make decisions accordingly if that be the case.

MS. GIRVAN:  Okay.  Thank you.  Those are my questions, thank you.

MR. QUESNELLE:  Thank you, Ms. Girvan.
Mr. Brett?
Cross-Examination by Mr. Brett:

MR. BRETT:  Thank you, Mr. Chair.  Good afternoon, panel.  I have a question -- well, first let me say what I'm going to do.  I have three, four topics.  The first is really the relationship between capital spending and operating costs and capital spending and reliability.  That may be the -- and customers' reactions to that or opinions on that subject.  The second topic is regional planning, which is a carryover from panel 1.  The third topic is renewables.  And then finally I have a few questions that are just follow-ups on what I've heard earlier today.

But before I start with the first topic, I have a question probably for you, Mr. Macdonald.  And that is the Board's expressed preference in the renewable -- the renewed regulatory framework for electricity, do you agree with me that the Board expressed a preference for comprehensive approach to rate-setting?  And actually, Mr. Macdonald, I'm reading from page 9 of the report, but it's a very short sentence.  I don't know that you have to turn it up, but the Board -- there was a discussion that the Board had, as you know, and they took submissions on whether they should carry -- whether the rate-setting should be more specific or more comprehensive, and they said they prefer a comprehensive approach to rate-setting, recognizing the inter-relationship between capital expenditures and OM&A expenditures.  Do you recall that?

MR. MACDONALD:  Yes, I do.

MR. BRETT:  And would you agree with me that the inference that one would take from that sentence is that if there -- if a utility is going to do a lot of capital expenditures, that one ought to see some sort of effect on the OM&A budget; in other words, some sort of reduction in the OM&A budget, unless there's some peculiar circumstance that would dictate otherwise?

MR. MACDONALD:  I agree, and there are staff on this panel who are more expert than I.  I believe there are some caveats for this, but I agree that there is a construct that if your plant is newer it should need less maintenance.

MR. BRETT:  Okay.  Can I ask you to turn up -- and this is perhaps for the -- some of the other panel members -- it's Exhibit G, tab 2, section 533, and this is about -- this is really about spending for reliability.  And what I would like to you turn up is page 38 if you would, please?  Should be the last page, pretty much, page 38 of 38.  That's 5 -- yeah.  Okay.  So if I look at the last sentence there, I wanted to ask you about the last sentence.  There's an expectation that the projects and programs will lead to -- well, let me go back half a step.

Am I right in thinking that a large part of the -- a large part of the renewable -- capital renewal program is driven by reliability concerns?  Or the objective, to put it another way, one of the most important objectives of the system renewal plan or program of capital expenditures is to deal with reliability?

MS. CUNNINGHAM:  It's a -- system renewal is -- an objective is reliability.  I would suggest that safety is also a major factor as well.

MR. BRETT:  Right.  And what -- in this last -- in this quote on the last page here you say that there is an expectation that the projects and programs will lead to a modest improvement in reliability to customers, and they're talking here, of course, about the capital programs, as the controllable portion of the SAIDI will decrease as the capital projects/programs and the O&M projects are implemented.  So that is the expectation, right?

MS. CUNNINGHAM:  That's correct.

MR. BRETT:  And then if you go to the previous page, you see there a map, which -- not a map, but a graph, and am I right in the way I read this is that this graph, figure 8, is a prediction, a forecast of how you expect reliability -- I guess I should say controllable reliability to decrease -- sorry to increase.  In other words, this shows an annual decrease in SAIDI --controllable SAIDI, I guess is the right way to put it -- over the five-year period, and that is shown by the solid blue line.  Is that right?

MS. CUNNINGHAM:  This table is our predicted total SAIDI, excluding loss of service and MEDs if we have major event days.  But it is our prediction and you'll see the blue line is our best guess.  But then the top line and lower line are upper and lower limits, which could happen.

MR. BRETT:  We see, for example, the blue line goes from 69.26 -- and these are what, minutes?  Yes, minutes.  These are annual minutes, right?  Is that what these are registering?

MR. SHAIKH:  Yes, those are in minutes, yes.

MR. BRETT:  And they go down from 69 to 59 over five years, so that's about -- well, approximately 3 percent a year, something like that, 2 to 3 percent a year?

MR. SHAIKH:  Subject to check.

MR. BRETT:  Now, you speak here of controllable SAIDI and in other section of this evidence -- and I don't think you need to turn it up, but it's the previous section 5.2.3, and the final page of that is page 39.

I'm going to ask you something to take subject to check.  I think I know what the answer is, but I just want to be thorough here.  This is page 19 of 19.  I'm going to come back to this graph in a moment, but if you want to turn that up, that's fine.  Okay.

So it's page 19, effective performance on the DS Plan -- sorry, I think I've got you reversed there; it's 5.2.3.  Page 19, yes, the last page of that.  Okay.

Now here you're saying:
"PowerStream has committed to maintain and achieve a modest improvement," the same words almost, "in system reliability over the next several years as part of its corporate strategy and its commitment to customers."

And the only difference is there you haven't used the adjective "controllable".  But I assume that what you're talking about in both cases is what you call controllable SAIDI at page 38 of 38 that we just talked about, page 37, the graph page.

MS. CUNNINGHAM:  I mean we look at our SAIDI performance holistically, in terms of both controllable and uncontrollable.  But recognizing that the majority of the programs in system renewal are related to the performance of things we can -- parts of the SAIDI that we control, or the reasons for the energies that we can control.

MR. BRETT:  Right.  So the previous page -- well, that's fair enough.  So you've shown the uncontrollable here and you've also mentioned that what you call major events are excluded from this, right?

MS. CUNNINGHAM:  In that particular table, yes.

MR. BRETT:  And a major event being -- I understand this hasn't been defined exactly, but how do you define a major event?

MR. SHAIKH:  We follow the IEEE guidelines.

MR. BRETT:  IEEE?

MR. SHAIKH:  Yes.

MR. BRETT:  What do they say at a high level?.

MR. SHAIKH:  They have a formula based on the previous five years of SAIDI data.  We use their formula, which is called the IEEE beta 2.5 method.

MR. BRETT:  You mean it's based on actual size sort of a statistical analysis looking backwards how many large events there were?  What's the criteria, I guess, sor -- what's the trigger for saying something is a major event?

MR. SHAIKH:  It looks at -- every year, at the start of each year, we would look back at the five years data and derive the threshold value, which is called MED threshold value.  If the SAIDI on a particular day exceeds that value, then it is declared as a MED day.  That's the standard IEEE beta 2.5 method that we use.

MR. BRETT:  I understand the Board is going to have a consultation process that will deal with, among other things, a definition for them and for Ontario going forward of this.  Is that right?  Is that your understanding?

MR. SHAIKH:  Yes.

MR. BRETT:  All right.  I'm not going to put a lot of time into digging into this IEEE standard.  It looks like it's a kind of a pattern recognition thing.  They allow for a number of major events per year, effectively?

MR. SHAIKH:  Yes.  As per that methodology, you should at least have 2.5 MED days in a year.

MR. BRETT:  But you make this other distinction -- and also I might say, just for completeness, loss of supply meaning you're cut off by the transmitter, I take it, is excepted from this, right?

MS. CUNNINGHAM:  That's correct.

MR. BRETT:  You've introduced this idea of controllable versus uncontrollable.  And what do you -- what's the principal uncontrollable item for you?  I seem to recall reading in some of the evidence that it was weather.

MR. KLAJMAN:  Yes.

MR. BRETT:  Can you elaborate a little bit?  In other words how do you define whether conditions that amount to  -- let me put this another way.  One would think that you, as part of your normal reliability program, would have your system set up and organized so that it would operate in almost all types of weather.  But there would be extreme conditions.

So when I saw weather, I thought that's not a sufficient explanation.  In other words, what types of weather is uncontrollable, and what other things are you categorizing as uncontrollable?

MR. KLAJMAN:  In the evidence in section 5.3.3 under table 4, we indicate the CEA codes that differentiate for us controllable factors and uncontrollable factors.  So for uncontrollable factors, we have Code 9.

MR. BRETT:  Let me slow you down for just a second.  Page 4?

MR. KLAJMAN:  Page 34, in section 5.3.3, under Exhibit G, tab 2.

MR. BARRETT:  Okay, I don't have that page.  But that's fine, I'll --


MR. KLAJMAN:  It's on screen.  So for interference, something like contractors digging into our cables that we have happen, that causes outages.  Loss of supply from Hydro One at any voltage.  Adverse environment; we consider, say, the salt contamination we had and the specific climate conditions that allow tracking to happen due to weather.  When that happens, an adverse environment --


MR. BRETT:  Salt is sort of a special case.  Is there any other adverse environment things you would consider?

MR. KLAJMAN:  Under adverse weather there -- oh, adverse environment?

MR. BRETT:  Yes.  I mean if you're out in Manitoba or Saskatchewan, you don't have salt on the streets, right?  So it's a different -- so you're saying this is a peculiar Ontario phenomenon?

MR. KLAJMAN:  Yes.  And then there's adverse weather in terms of thunderstorms, high winds, or other such issues that are not MEDs.  And then lightning, which of course is something that all utilities have to deal with in terms of strikes.

MR. BRETT:  All right.  And you have -- I probably ought to know this, but do you have data that actually shows the percentage of outage minutes that are caused by these uncontrollable factors?

MR. KLAJMAN:  Yes, I think we filed a couple of IR responses with respect to individual cost codes in the minutes of contribution to SAIDI.

MR. BRETT:  I'll find them, thank you.

But as I say, you're distinguishing these uncontrollable events from what the Board is calling a major event, a major reliability event; is that right?

MR. KLAJMAN:  Yes, we are.

MR. BRETT:  Okay.  Now, if we go back to that -- if we could go back to that graph for a moment.  That's -- yeah, there.  It's on -- that's it there, yeah.  Now, I guess two things.  One is, these are predictions.  Are these commitments that you're making?  And if they're commitments, then what is the recourse of the Board, let us say, if you don't meet the commitment, and what, if any, is the recourse of the ratepayer?  So I take it that -- I take it that these are -- or am I to take these as simply your forecast or your prediction of what you think might happen or you expect would happen, or are these commitments you're making to improve reliability by this amount over a five-year period?

MS. CUNNINGHAM:  These are predictions of what we believe is going to happen based on the knowledge of the system that we have today and based on the programs that we have put forth.  There's always unknowns in terms of the system performance, and one of the reasons why we have put forth a lower limit and an upper limit.

MR. BRETT:  So you're not prepared to make commitments to any given level of reliability in the future?

MS. CUNNINGHAM:  We do our best to predict, and we do our best to prudently choose the right projects and programs to undertake to affect appropriately our reliability.  But there are always unknowns that we don't know about, and there will be some in the next five years, based on my experience.  You know, a good example is this last spring when we had the pole fires that we had that certainly affected our reliability.  That was a new issue for us, and I'm sure there will be other issues that won't be unsimilar in the next five years.

MR. BRETT:  At the risk of -- and I don't really need a very long answer on this, for obvious reasons, but what has caused the pole fires, in your opinion?

MS. CUNNINGHAM:  From our investigation, I mean, we do believe that the change to the brine from straight road salt may have contributed, but you will see that we have put forth a program to -- well, it's not a sizeable program, so the detail may not be totally evident, but to replace insulators.  We are -- I discussed earlier today that that's a new class of assets that we're looking at, and we believe we have a problem with aging insulators.

MR. BRETT:  So you're looking at actually getting a new type of material for your insulator, or a new coating or something of some sort?

MS. CUNNINGHAM:  It seems to be a particular company who manufactured them.  We have one manufacturer that we have not had any problems with, and so that's our conclusions at this point in time.

MR. BRETT:  Do you have recourse against that manufacturer, as far as you know?

MS. CUNNINGHAM:  I would say not, because those insulators are probably in the neighbourhood of 20 to 25 years old.

MR. BRETT:  What's the warranty period typically on insulators when you get them?  Five years, something like that?

MS. CUNNINGHAM:  Yeah, we don't get specific warranty on products like that.  It's just based on reasonableness of when we put it in place.  I would argue that they would definitely come back to us and say that that's a reasonable expectation for the life of those assets --


MR. BRETT:  So they would replace them in certain circumstances?

MS. CUNNINGHAM:  Yeah.

MR. BRETT:  Okay.  Now, you're aware of -- I take it you're aware of the Board's recent policy report on reliability and -- came out, I think, over the summer, and there has been some ongoing discussion that I take it you or some of your folks have been involved with?

MS. CUNNINGHAM:  Yes.

MR. BRETT:  And as I recall -- I don't have the document in front of me, but as I recall, the Board is -- in that report said, one, we're going to have specific targets for specific utilities -- I should say, one, we're going to have targets; two, we're going to have targets that are utility-specific; and three, we're going to have a base line against which we measure, hopefully, improvements, and the base line will be the last five years of reliability, right, average of the last five?

MS. CUNNINGHAM:  That's correct.

MR. BRETT:  And do you have -- have you reached the point yet in discussions where you have your target, as it were, established?  Or has that not happened yet?

MS. CUNNINGHAM:  To the best of my knowledge, that officially hasn't come out of what the target is.

MR. BRETT:  Yeah, I think that's right.  That's probably my opinion based on a lot less knowledge, but -- and there's some ancillary matters that I think are involved and will be discussed, right, like major events and so on?

MS. CUNNINGHAM:  That's correct.

MR. BRETT:  So my question then is, let's say this gets resolved over the next 12 months or so.  I suppose if the -- you would then -- would you be amending then -- would you be amending this evidence to effectively build in whatever target the Board has assigned to you?

MS. CUNNINGHAM:  We'll have to take a look at it to see what the effect is.  From my scribbling based on what I've seen written, and given that likely major event days may not materially be different than how we calculate it, from what I've seen so far in those calculations that our plan that we've put forth is largely -- will be largely consistent with the direction of that report, but we'll have to assess that report at that time when it gets finalized.

MR. BRETT:  Okay.  Thank you.

Now, I just wanted to briefly -- and still with this topic -- take you back to a document that I discussed a little bit on Monday with various folks, I guess, and I didn't get through it.  And the document -- this is the document that kind of summarized your consultation process on your distribution plan and on your -- basically.  And I have a reference for it.  It's a lengthy reference.  Of course, it's a long piece of evidence, but it's Exhibit G -- you're probably ahead of me here -- tab 2, appendix F, as in Frank.  It's entitled "customer consultation report, February 24, 2015".  Okay.  There you are.  Thank you.  You're too fast for me.

And I have a couple of questions on this.  I'm interested in -- would you turn to page 94, please.  And key accounts.  Now, this -- where are we here?  Yes, that's right.  It's what I was looking for.

So the -- I'm just looking, actually, for the -- turn to page 95, please, the next page.  Now, this report was written by your consultants, correct?  It's not your actual -- it's not your report, but it's your consultant's report sort of summarizing the whole process of consultation and the results that came out of it?

MR. MACDONALD:  That's correct.  This report was prepared by Innovative Group.

MR. BRETT:  Okay.  And you see some of these -- I just want to draw your attention to -- you get the gist of this, I think, just by scanning it, but there's a couple of statements here.  I'm looking at the top of this page, at the sort of second portion, the second heavy type:
"Many customers are looking beyond PowerStream to improve their customers' electricity reliability."

So I'm reading this to say that some of the large accounts want to put in their own backup systems or UPS systems because they're not satisfied with the service they're getting from PowerStream in terms of reliability.  Is that roughly how you read it?

MR. MACDONALD:  Well, this group of customers, we spoke over the last few days about focus groups with different types of customers.  In this segment of customers, you have a much greater level of sophistication.  Sometimes they have energy experts on staff.  Also for some types of businesses, and we hear this more and more, even a momentary outage which is often not caused by PowerStream, can be a very serious issue for them.

They might have a batch process, plastics, chemicals, et cetera.  So we hear more often that for that segment, outages are very serious problem for them.

MR. BRETT:  Do you maintain SAIDI or SAIFI statistics specifically for your large key accounts, as differentiated from the entire 300,000 customers?

MR. SHAIKH:  We have the data available.  We're also working to get that information on our GIS, so that initiative is ongoing right now.

MR. BRETT:  That's underway?

MR. SHAIKH:  Yes.

MR. BRETT:  This is to construct a database for that?

MR. SHAIKH:  Yes.

MR. BRETT:  When will it be available, do you think?

MR. SHAIKH:  My guess would be probably in the spring.

MR. BRETT:  Okay.  And is that -- I mean, is that something you would be prepared to provide, your first annual review of this?

MR. MACDONALD:  We would entertain that, yes.

MR. BRETT:  Okay.  Now then, the other point they talk here about -- I'm trying to see if I can pick the sentence out.  What I have in my notes is they want a clear stream of information from PowerStream to them, with respect to outages.

I guess really what I -- sorry, to go back to the previous, the last little discussion we had, what's your -- how do you deal with the situation?  Are you in the process of putting together some sort of, or do you have any special service that one could acquire?  You mentioned the industrial people having certain specific requirements, and some large commercial owners with many, many tenants have specific requirements.  How do you address that?

MR. MACDONALD:  We have -- so a couple points.  We do have one position; we have a key accounts manager.  So that person, he has about -- I'm going to say 50 to 60 large customers that he keeps in touch with.  So we're not in a position to give concierge service or something like that, in terms of getting help.  We treat our customers equally, but they can contact our key accounts manager who will try to get information for them from the control room, if there is an outage.

I should mention as well for these types of customers, we do offer a higher standard of supply.  For example, we might have -- instead of one feeder, we have a backup feeder.  But that's at their cost.  We have a standard service that our system can supply, and if they want a deluxe option, they would pay a premium for that.

MR. BRETT:  How many customers do you have who would take that option, approximately?

MR. MACDONALD:  Very few, ten to twelve.

MR. BRETT:  You say you treat every customer the same.  I mean, that's a bit ideological, isn't it?  If you have a large factory with thousands of employees and major industrial equipment that can be -- that they can suffer very substantial losses even with a very, very short outage.  You must, in some manner, pay special attention to that, either in your analyses of the impacts of outages or otherwise.

MR. MACDONALD:  Well, it is philosophical, but I wouldn't put that customer ahead of Mrs. Jones, who is in one house and who has a health problem.  So we do try to respond as quickly as we can to all customers.

MR. BRETT:  Okay.  I understand where you're going there, and I think -- just one other thing.  I mean, I understand you're seeking -- if you turn over to page 98, you have a -- sorry.  Yes, 98 is right.

Go down to the bottom there, if you would.  I have a hard time seeing these.  There is the last little paragraph, where they say they don't like the increase, the rate increase.  They think it's necessary.  However, they do wish to see the overall bill impact reduced.

But it's the last sentence I'm interested in Here.  They say:
"While permission was generally granted, many participants expressed a desire for future information and for efficiencies to be found."

And this is the sentence that really kind of caught my attention:
"The general feeling was that this plan and rate increase were unrealistic, and further internal efficiencies could be found to reduce the overall percentage."

Now, this is your consultant reporting, albeit on an overall basis.  I take this to be kind of a general impression that he has received from the various interactions they've had with the large account customers.

So you'd agree with me that it's a fairly -- they're saying they would like some change and they would like some improvement in the plan; is that not right?

MR. MACDONALD:  Yes, I agree.

MR. BRETT:  I'm going to move on to another topic, and my other two topics are pretty short.  Do you want to break and have me come back?

MR. QUESNELLE:  We will break now, Mr. Brett.  You mentioned you had four topics, and that was the first one?

MR. BRETT:  Yes, that's the first one.  But I should mention that's by far the largest.  I have three that are much shorter, and I might also add that I'm not doing an examination on panel 3.

MR. QUESNELLE:  Why don't we do a general time check right now and see what we can accomplish here.  If you're suggesting you'll be a lot quicker with the other sections, Mr. Brett --


MR. BRETT:  I have no more than half an hour for all three of them.

MR. QUESNELLE:  Well, if we can wrap up with yours by, let's say, four o'clock -- do you have much redirect, Mr. Sidlofsky?

MR. SIDLOFSKY:  No, sir.  At this point, I just want to revisit one area that was discussed on Monday.

MR. QUESNELLE:  All right.  If we did have panel 3 on, who is in line for panel 3 questions?  Mr. Janigan?  Anyone else?

I think it's certainly worthwhile trying to wrap up today.  So why don't we take a fifteen-minute break and, Mr. Brett, if you can assist us by getting organized for the remaining sections that you have with an attempt to be wrapped up by four o'clock, that would be very helpful. Thank you.
--- Recess taken at 3:20 p.m.

--- On resuming at 3:37 p.m.


MR. QUESNELLE:  Okay.  Mr. Brett.

MR. BRETT:  Thank you, Mr. Chair, Panel.

I would like to move to the renewables section for a few minutes.  That's G, tab 2.  It's 5.4.3.  My questions will be very brief on this.  You currently have something in the order of 76 megawatts of renewables on stream?  Is that roughly right?

MS. CUNNINGHAM:  Subject to check, that would be correct.

MR. BRETT:  Okay.  Now, if I turn you to page 12 of 14, and you show -- I just want to make sure I understand what this station capacity table is saying.  And it's the south -- I understand you have two areas, your two regions, your south and the north, and this for the south says that you have -- what does this say exactly?

MS. CUNNINGHAM:  So we've done an assessment based on our system of how much renewable that we believe the system can support, and that's the first column.  The second column is, when this report was written the current load from the FIT projects, and so the last column is based on that, what is left at the various TSs if customers that wanted DG came along.

MR. BRETT:  So the middle column is -- you have to add up the middle -- are those in -- the middle column would give you your megawatts of current load against your TS capacity in the first column.  And I don't know, the middle column is -- okay.  So the remaining -- the remaining -- the 97 -- there is no totals in here, I guess, eh?  Or what the relevant total is that you still have, am I reading this correctly, 666 megawatts of capacity available in your stations that could in principle be devoted to renewable energy?

MS. CUNNINGHAM:  That's correct.

MR. BRETT:  That's a huge amount.  And -- now, on the other hand, this is a snapshot in time.  I take it this number changes almost weekly, does it?

MS. CUNNINGHAM:  Well, as new capacity for distributor generation comes online that this table would change, yes.

MR. BRETT:  And this table relates not just to renewable distributor generation, but also to other types of distributor generation.  It would be applicable, for example, it would answer the question -- or could answer the question how much gas-fired distributor generation you could put on the system?

MS. CUNNINGHAM:  That's correct.

MR. BRETT:  And if I look over at, let's say page 9 of -- could you turn up page 9, please, same exhibit.  And what I would like to know is, this shows -- it looks to me like you have -- it says you have -- it's showing the -- what you have on the system now in terms of renewable generation in the south -- in the north, rather.  And I guess the next one is the south.  And it then shows the increases that you expect from 2015 through 2017, but am I to read this that from 2018 on you show renewable generation flat-lining, and I'm wondering -- I'm curious as to how you arrive at that conclusion.  I would have thought -- and I would like you to comment on this if it's relevant, if it's part of your thinking.

As I understand it, the microFIT program continues, and -- I mean, there has been no -- at least I'm not aware of any edict that says the microFIT program is ending.  Why is that flat-lining at that stage?  It shows no growth beyond 2018.

MS. CUNNINGHAM:  So these tables were formulated based on the assumptions at the time on the programs that were in front of the -- based on the ISO's FIT programs at the time.  So I think we mentioned earlier today that we may see more growth, but as we -- the table we just looked at it, is our opinion that our system can withstand additional growth above and beyond what we've projected.

MR. BRETT:  You're saying effectively it's sort of academic.  You have got enough capacity to take on the significantly more renewable generation than you have on the system now.

MS. CUNNINGHAM:  That's correct.

MR. BRETT:  Or significantly more distributor generation, period.

MS. CUNNINGHAM:  Correct.

MR. BRETT:  And I spoke to Mr. Macdonald the other day about the subject, but I guess when you look at this -- these numbers the question that arises at least in my mind is, are you making any effort to promote additional distributor generation?  You've got the capacity.  Maybe break that down in two pieces.  Are some of your customers -- are any of your customers, particularly your larger customers, coming to you and saying, you know, "We think we would like to develop some of our own generation.  Can you help us?  Can you give us advice?  What's the impact of this on us if we do this?"


MR. MACDONALD:  So we do get requests and we work with customers with projects.  As a distributor we don't go out and promote it, but we're receivers, and we help customers with their projects.

MR. BRETT:  Do you -- now, let me just understand it.  And I may have this -- this is maybe a rough understanding, but I believe the Board has published and has now put into place a new rate design for residential customers, and does that extend to general-service customers under 50 kW?

MR. MACDONALD:  So the Board has implemented -- Mr. Brett, I assume you're talking about fixed distribution charges?

MR. BRETT:  Yes, I'm talking about fixed distribution charges.  I realize it's going in over a five-year period, but I just wanted to clarify, it's not for everybody at the moment, it's for the small -- for the residential customer and the -- and then they are now examining, expanding this new policy in some fashion, or whatever --


MR. MACDONALD:  That's correct.  So the Board's policy is that residential customers are to move to fully fixed distribution charges over four years starting January 1st, with some exceptions, and the small commercial, large commercial are subject to a consultation that's just getting started now.

MR. BRETT:  This is the small under 50?

MR. MACDONALD:  And the large over 50 as well are part of this next consultation.

MR. BRETT:  And you don't have net metering in your system, I take it?

MR. MACDONALD:  No, but that's another issue we are looking at, that --


MR. BRETT:  Okay.  As I understand it then, the -- okay.  Well, in other words, this is still -- with respect to the larger customers, this whole area is still up for grabs, so to speak, still being discussed?

MR. MACDONALD:  The -- I would -- just from my involvement in the consultation, I would say the fixed charges for the large commercial customers, it is early days --


MR. BRETT:  Yeah.

MR. MACDONALD:  -- due to the diversity among those customers.

MR. BRETT:  Right.  So in other words, there still may be significant advantages -- there may be in any event, but there may be significant advantages for the large -- some of the large accounts to consider distributor generation, and the positive side of this exhibit for them is that you have the capacity.

MR. MACDONALD:  Yes, and I would go even further.  For large customers, PowerStream's part of the bill is probably 10 percent of the bill.  So if they can offset electricity commodity prices there would be a lot of different advantages to them, potentially --


MR. BRETT:  By reducing the commodity -- the volume of purchase of commodity?

MR. MACDONALD:  Correct.

MR. BRETT:  Yes.  Okay.  Just, I would like to just take you briefly to a couple of the -- your project sheets, project summary reports.  And I'll give you a number of a particular project and you can probably turn it up.

Let me find this here.  The first one is project -- these are capital projects, and the first one is 101012.  This is the summary -- the project summary report, capital project summary report, and it's entitled "Planned circuit breaker replacement Markham", and the project code is 101012.

Maybe I can just read the relevant pieces of this.  It's entirely straightforward, I think.

MR. MACDONALD:  We found it, Mr. Brett.

MR. BRETT:  Fine, thank you.  If you look at the text here, they describe the project, they give the capital dollars, the years, and what interests me is the last paragraph at the bottom -- and there are several like this. I won't take the trouble to go through each one of them.  I have about 10 in my hand here, and many say the same thing.

The last paragraph says -- this is talking about replacing a breaker, an existing breaker, and it says:
"Replacement breakers will be more reliable and pose reduced risk to personnel.  From a configuration perspective, this is a like-for-like replacement, but the replacement equipment will require reduced maintenance and parts will be readily available."

So what this is telling me is that by making this replacement, you can expect reduced maintenance costs.  Is that correct?  Am I reading that correctly?

MS. CUNNINGHAM:  That's correct.

MR. BRETT:  And the same is true if I go to the next one, which is 102730, which is a station switch gear replacement, 8th line.  It talks about the capital project. You can see it's out in 2017 to '18, and then at the bottom, which is the analysis, the cost and benefits in summary form:
"From a configuration perspective, this is like-for-like, but the replacement component is more technologically advanced requiring reduced maintenance, and has an improved safety feature."

So again we're seeing that the expenditure of capital on this will reduce O&M cost, is that right?

MS. CUNNINGHAM:  That's right.

MR. BRETT:  And there are many, many more like this, and I don't have time, or it wouldn't be really appropriate to go through each one.  And it's not all of them, but it's -- the ones I've looked at here, there are a number of them.

So my question to you is have you given this kind of -- have you taken this sort of data that's given, where you have laid it out in qualitative terms on your project cost benefit analyses, have you anywhere amalgamated that data so that you can say from the implementation of this capital program, from these 372 project sheets, or however many there are, we are going to realize we estimate O&M savings of so much dollars, even if it's a relatively high level estimate.  Have you done that work, quantitatively?

MS. CUNNINGHAM:  What we have done with respect to cost savings is if the savings is material enough to warrant being valued as part of the project, it will have been included in the hard and soft savings that we talked about this morning.  And we have taken a look at those hard savings, as I suggested that the soft savings are not items that would be considered for pulling out of the budgets.

But the hard savings could be considered in some cases, and we've looked at it from that perspective.

MR. BRETT:  Do you then -- but you have no -- you haven't -- so if I understand, in certain instances you would look at it in terms of the risk analysis or the whatever -- you know, the analysis of the attractiveness of the project.  But you haven't then aggregated those savings to the point where you could say this is the amount of operations O&M savings we expect to get incrementally as a result of our capital program, or portions of our capital program?

MS. CUNNINGHAM:  We've done it on the basis I've just suggested, and if there is any material impact, it's been considered as part of the OM&A programs.  Mr. Sheogobind, you may want to --


MR. SHEOGOBIND:  No, I think Ms. Cunningham covered it.  I think what I would add to that is that while we are renewing some assets on the system, there are other assets on the system that are also ageing and there is increased maintenance cost associated with those assets.

So the overall impact, when you look at OM&A, it tends to be wash in terms of --


MR. BRETT:  The answer to my question is no, I take it.  You haven't done an analysis of the savings from the capital projects that you have made and aggregated them.

What you're telling me that in certain projects, where you think they're material, you've used in the analysis of that individual project, right?

A second follow on question is I was interested in the net incremental savings, and you're telling me that regardless of that, we haven't replaced everything and some of the stuff we haven't replaced is going to cost more going forward.  But I take it you haven't analyzed how much more?

MS. CUNNINGHAM:  We haven't done a holistic analytical on all our programs all put together, beyond what I've explained.

MR. BRETT:  Okay.  And one last question in this area, and actually this is a different type of question.  But if you turn up 102175, this is really something I didn't expect to see, but I thought it was sufficiently interesting to just flag it.  This is a meter issue and I'll just read the top line here.  It's residential meter iCon-F meter replacement, and it says:
"Because the iCon-F meters are first generation smart meters installed in 2007 and data encryption was not a concern at that time, they do not meet the data encryption requirements that have been implemented at this time."

So are these your data encryption requirements?  Whose requirements are they?

MS. CUNNINGHAM:  We had an audit completed on these particular -- well, on our smart metering system when it comes to security.  And through that audit, it was discovered that there is a weakness in that model of meters.

MR. BRETT:  What percentage of your total residential meters are iCon-F?  This was a bit -- I mean, I was surprised to read this.  It seemed like a very short time since they were installed.

But my question is what percentage of your meters are iCon-F?

MR. MACDONALD:  Mr. Chair, I was just wondering if this discussion should be in camera?

MR. QUESNELLE:  For what reason?

MR. SIDLOFSKY:  Sorry, I expect that Mr. Macdonald's concern is that this would relate to any contracts that PowerStream would have with the suppliers of that meter, and there would be commercially sensitive information there as well, probably also information related to system security.

MR. QUESNELLE:  Well, if we don't go any further than using the information that's here on the record already, there may be clarifying questions and the answers are all on that line.

Mr. Brett, I don't know what you --


MR. BRETT:  The only other question I had as a follow on was, you know -- and this, I would imagine, is basically are these all the meters, the iCon meters they have, or are there more.

MS. CUNNINGHAM:  No, this program is the meters that we have this issue with.

MR. BRETT:  I see.  All right.  In other words, the other meters you have you don't have an issue with in this respect?

MS. CUNNINGHAM:  That's correct.

MR. BRETT:  And then finally -- and this is my last piece here.  And I just have a couple of questions.  These are follow-on things that I picked up earlier today, and I think there's only two questions here, maybe three.  I listened with some interest to the discussion in your cross-examination by Board Staff on the optimizer model.  Have I got this right, that essentially the -- your optimization process sort of -- well, not sort of, your optimization process ranks these various initiatives one against another in terms of their net benefit, if you like, but it does not tell you what an overall capital investment program should be?  It doesn't flag a particular dollar amount for an overall capital investment program?

MS. CUNNINGHAM:  That's correct.  It's up to us to decide what the overall level is and look at, based on that level, what ends up being in or out, and then deciding what's appropriate.

MR. BRETT:  Right.  And the other thing I wanted to ask you was the -- you mentioned when you were discussing inside capabilities and outside capabilities earlier today -- do you recall that?  You discussed that quite a bit.  You said you -- well, I have really just two questions to try and get the scope of this issue in my head.

You have -- which -- how much internal capability do you have?  Putting it another way, relative to the tasks that you perform as a utility, what areas -- in what areas do you have to go outside for assistance and what percentage, if I can put it that way, of your overall activities do you need to bring outsiders into?  As you said, it's a blend.  Certain capabilities you have inside, some you don't.  I take it it's a moving target to some degree, but if you look at today broadly, what would that look like?  What percentage can you do yourself and what percentage do you bring in from outside?

MS. CUNNINGHAM:  I can't speak to all the programs, but I can speak to a few of them.  So our civil work is all contracted out.  So any civil work that'll be underground programs, it's all contracted out --


MR. BRETT:  That's including the placement of the cables and the concrete ducts and...

MS. CUNNINGHAM:  That's correct.

MR. BRETT:  Okay.

MS. CUNNINGHAM:  With our design work -- we contract out some of our design work.  I would suggest -- I mean, this would be definitely subject to check, but we're -- probably contract out maybe 30 percent of our design work.  Any of our large substations, the construction of them are 100 percent contracted out.  We do do some of the upgrade work ourselves in our substations, and from a line-work perspective -- maybe Mr. Sheogobind can speak to that.

MR. SHEOGOBIND:  Sure.  From a line-work perspective it's really a resourcing issue, because our internal resources can pretty much do anything that the contractor does, but it's really a resourcing issue.  I would estimate it's probably in the order of about 50 percent.

MR. BRETT:  Okay.  So if I can summarize, it's a fairly significant amount of activity, and that's in no way meant to be critical, it just is a large amount of activity, would be a significant amount of dollars, right, in an average year?

MS. CUNNINGHAM:  That's correct.

MR. BRETT:  So when you say you go to the market every five years, you go out and you, what, you have -- effectively have a fresh RFP for the various types of contractors you require; is that it?

MS. CUNNINGHAM:  So, I mean, some of our work is very project-specific, so Vaughan TS would be an example of project-specific, and it happens at the time of the project.

MR. BRETT:  Right.

MS. CUNNINGHAM:  When it comes to work like our civil contract, our design contract, our line contract, we go by RFP.

MR. BRETT:  And typically you can find a few bidders?  There's plenty of bidders generally?

MS. CUNNINGHAM:  Yes, we do find that we have companies that are very interested in working for PowerStream.

MR. BRETT:  Do you have any constraints on you with respect to local preferences, municipalities, contractors in the municipality, or so on and so forth?

MS. CUNNINGHAM:  No.

MR. BRETT:  You have various municipal owners.

MS. CUNNINGHAM:  No, we have no constraints in that regard.

MR. BRETT:  And you're not subject to the Government of Ontario procurement guidelines, I don't think, are you?

MS. CUNNINGHAM:  No, we are not.

MR. BRETT:  Okay.  Those are my questions.  Thank you.

MR. QUESNELLE:  Thank you, Mr. Brett.

Ms. Fry, do you have --
Questions by the Board:

MS. FRY:  Yes, I have a few questions for you, panel.

The first one -- so the 2013 ice storm, am I correct in thinking that happened in December 2013?

MR. SHEOGOBIND:  That's correct.  It was just before Christmas 2013 --


MS. FRY:  Okay.  So what I'm wondering about is the cost that you spent, like, to directly remediate what the ice storm did, are those all shown in 2013, or might there be some shown in 2014 also?

MR. MACDONALD:  They would have been booked to 2013, the costs --


MS. FRY:  All of them?

MR. MACDONALD:  Yes.

MS. FRY:  Okay.  Now, budget optimization, so I believe you said that you use budget optimization for projects that you have categorized as discretionary, not for the non-discretionary ones?

MS. CUNNINGHAM:  That's correct.  I mean, the non-discretionary ones, they still go through the -- I recall non-controllable is actually the definition we use.  They still go through the process, in terms of putting the information in the system so it's all captured in one place, but when we actually do the optimization and set the limits is we find it much easier to move the non-controllable aside and consider principally the controllable projects.  We do make sure that the projects that are non-controllable are truly non-controllable.

MS. FRY:  Okay.  So in one of your undertakings you gave three tables for pole replacement, switch gear replacement, and cables, okay, talking about the impact of optimization.  And I'm just wondering if your categorization means because you showed the optimization that means that in your classification those are controllable.

MS. CUNNINGHAM:  In our classification those would be controllable.

MS. FRY:  Okay.  Thanks.  So in 2014 the Board approved an incremental capital module for you, and I'm wondering if you could just talk a bit about the relationship between the capital costs that are covered by that incremental capital module and your capital costs that we're talking about in this proceeding?

MR. MACDONALD:  The incremental capital module in 2014 was a little different than some the Board had seen before, in that it was programs, it was the programs we've been talking about the last few days, it was cable replacement, pole replacement, that sort of thing.  The ICM sometimes in the past has been for a substation or a specific event, so I would -- in terms of the magnitude -- and I'm going from memory -- the ICM got us to a spending level of about $70 million.

MS. FRY:  Yeah, I'm not so much interested in the --


MR. MACDONALD:  Oh.

MS. FRY:  -- figures, but just in the -- so the substantive relationship between the work that was to be done under the incremental capital module and what we're talking about now.

MR. MACDONALD:  Yes, so as Ms. Cunningham has mentioned, we're -- you know, part of our PowerStream story is we've been improving our asset condition assessments, our studies, learning more about our system, learning what the problems are, and then developing plans to stay ahead of that.

So the ICM was almost a smaller version of what you're seeing in this plan for the next five years, starting these programs, getting experience, and as Mr. Shaikh said, we're getting more data all the time, so we're able to have a program for five years that we believe will get us to where we need to be or keep us at the right reliability level, but also have the right impacts, so --


MS. FRY:  So it's basically a seamless process.  You're saying you started it under the ICM and you're continuing the same kinds of things?

MR. MACDONALD:  Yes, that's actually a very good way to explain it, yes.

MS. FRY:  Okay.  Thanks.

Okay.  Rear lot customers.  One of you mentioned that in getting down to specifics you actually visited all the lots, and I'm wondering in those visits did you have the opportunity to speak to any of the house occupiers on those lots?

MR. KLAJMAN:  No, we did not.  We were visiting the sites to specifically make sure that they were addressing that issue with the discrepancy in the accounts.

MS. FRY:  So obviously, if you didn't speak to them, you didn't have occasion to get their views.  Presumably, the work you would do on the rear lots would cause some disruption in terms of the use of their property, so they might have some views on which -- from their perspective, on which option to pick.  But you didn't have the chance to talk to them about that?

MR. MACDONALD:  I just would add that we're doing the first project in this program now in Thornhill, and we've perhaps gone a little overboard, but we've involved a local councillor involved in the community, and actually we have customer service staff on-site for parts of the work.

So we're getting a lot of feedback and, as Ms. Cunningham mentioned, this will help inform us about the problems and issues, and will help us improve our approach and pricing in future years.

There is no question the work is disruptive because, as was mentioned, these locations are very established.  So there are fences, garden sheds, pools, slides, you name it.  The rear lot plan is really tightly packed in with everything else people have developed over the years.

MS. FRY:  The consultation you're talking about, is that going to influence your choice of the option to use?

MR. MACDONALD:  No we're fixed on the option.  Ms. Cunningham mentioned earlier the reasons for that, technical reasons.

I would add that practically, it would be very hard in these neighbourhoods with the price of homes to put poles in the front yard, and green boxes, and guy wires, as Ms. Cunningham stated, and to trim trees.  I think for property value alone, I don't think customers would accept having an overhead distribution system in front of their houses.  It's not practical.

MS. FRY:  And the last thing I wanted to ask you about, you mentioned that after the ice storm, it took you longer to restore power to the rear lot situations.  And I guess my question is just to explore the whys of that.

Was it because if you started on day one to do an equivalent job in a front lot, if that's correct, or a rear lot, it would just take longer to do it for the rear lot?  Or is that perhaps you might have thought, well, let's start with the easier jobs, and the rear lot would be the harder jobs, so they would give a little more priority with limited resources?

MR. SHEOGOBIND:  No, it wasn't a priority issue.  It was because of the devastation in the rear lots because of the amount of tree limbs that came down and trees that fell over on the power lines in rear lots.  It was a combination of factors.  One of it was just the volume of work that had to be done in rear lots, and the second factor was the difficulty with access to the rear lots.

As we talked about earlier, because it's congested and difficult to get equipment and vehicles back there, much of the work is manual.  And because of that, those time frames were extended.

MS. FRY:  You're saying equivalent work takes longer in a rear lot.

MR. SHEOGOBIND:  Yes, that is correct.

MS. FRY:  Thank you, those are my questions.

MR. QUESNELLE:  Thank you, Ms. Fry.  I didn't have any questions.  Mr. Sidlofsky, do you have any redirect?

MR. SIDLOFSKY:  Just very briefly, and I'm going to direct my questions to Ms. Cunningham, and it's just on one area that was touched on by my friend, Mr. Rubenstein, on Monday.
Re-Examination by Mr. Sidlofsky:


Ms. Cunningham, you'll probably recall that Mr. Rubenstein asked you to explain that with your capital spending decreasing -- and I'll read from the transcript, just so we're all clear on what was said.

The question was:
"Can you explain that with your capital spending decreasing, why you're spending so much more now -- sorry, with your customer growth decreasing, why you're actually spending a lot more now?"

Do you recall that area of questioning?

MS. CUNNINGHAM:  Yes, I do.

MR. SIDLOFSKY:  And your answer at that point was:
"So 2011-2012, as we've talked about, that capital contributions we were still able to collect and for -- we found because of the way we did things for commercial subdivisions, we were able to collect substantive capital contributions 2011-12.  In 2013-14, the calculations for the capital contributions were dropped.  We weren't able to include that anymore and collect those funds."

I just wanted to follow-up on that with you.  And I know that this morning, when you were answering some questions from Ms. Helt, you were asked about forecasts for new subdivisions and Ms. Helt referred to you page 87 of the staff compendium.

And my recollection of her question was -- her question was when you were talking in your response to question 2.Staff.86 about changes in accounting treatments, what is it that you were referring to.

Your answer there was that they largely related to the removal of upstream improvements.

So with that very long preface, just going back to Mr. Rubenstein's question, did your answer relate to your comment in your argument-in-chief about the fact that the Board's policies had changed between, I believe it was, 2012 and 2013?

MS. CUNNINGHAM:  I assume you mean the examination-in-chief, not the argument?

MR. SIDLOFSKY:  I'm sorry, examination-in-chief; I'm getting ahead of myself.

MS. CUNNINGHAM:  That's okay.  Yes, that is the same relation to the comment in the examination-in-chief with respect to the change in Board policy.

MR. SIDLOFSKY:  Could you give a bit more explanation of about what that change in policy involved?

MS. CUNNINGHAM:  Yes.  So that change in policy was to do with the calculation of the economic model for when we add subdivisions onto the system with the cost sharing between the developer and PowerStream.

Sometime before 2013, the Board policy changed with respect to the upstream charges and LDCs had, prior to then, charged in the model upstream charges to help support new additions to the system that may be required.

So we were no longer able to put those costs into the model and, in effect, get capital contributions from the developer.  And we had to put that in place at the time of our 2013 cost of service.

MR. SIDLOFSKY:  Thank you, Ms. Cunningham.  Sir, those are my questions.  Thank you.

MR. QUESNELLE:  Thank you very much.  Thanks very much to this panel.  It has been a full few days.  I appreciate your forthright responses.  They've been very helpful.  Thank you.

Just in the interests of time, do you want to have the panel exchanged?  We won't take a break or anything, and we'll just move right along?

MR. SIDLOFSKY:  Sure, that's fine because Mr. Macdonald still has nowhere to go.  Thank you very much.

MS. HELT:  Mr. Chair, just while the panel is changing, I can advise you that I've spoken with the court reporter, and if we do run a little over five, she is available in order to finish up today.

I know the goal is not to go past five, but if we do, I just wanted to advise you of that.

MR. QUESNELLE:  Thank you very much.   Mr. Janigan, your time estimate would put us at around five o'clock.  Are you still comfortable with that, that that is still something we can anticipate achieving?

MR. JANIGAN:  I think I'll be quicker than that, Mr. Chair.
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MR. QUESNELLE:  Examination-in-chief?

MR. SIDLOFSKY:  Quite brief, sir, yes.  Just one thing I'll note, though.  Ms. Yin's CV is part of the package of CVs that was filed with the Board last week, so it is part of Exhibit K1.1.

MR. QUESNELLE:  Okay.  Thank you.
Examination-In-Chief by Mr. Sidlofsky:

MR. SIDLOFSKY:  Ms. Yin, could you state your name, please?  For the Board?

MS. YIN:  Geri Yin, first name Geri, G-e-r-i, last name's Yin, Y-i-n.

MR. SIDLOFSKY:  And Ms. Yin, you're the manager of rates and revenue for PowerStream?

MS. YIN:  Yes, I am.

MR. SIDLOFSKY:  And you've been with the utility for nine years, I understand?

MS. YIN:  Correct.

MR. SIDLOFSKY:  Prior to that six years in financial and project management positions with Hydro One?

MS. YIN:  That's correct.

MR. SIDLOFSKY:  And before that you led research projects at Asia Commerce and Economics Studies Centre in Singapore?

MS. YIN:  That's correct.

MR. SIDLOFSKY:  You hold a Bachelor of Commerce from Chen Xiang University in China?

MS. YIN:  Yes.

MR. SIDLOFSKY:  MBA from University of Saskatchewan, and a Master's in energy sector leadership from the Schulich School of Business?

MS. YIN:  That's correct.

MR. SIDLOFSKY:  And I understand you're certified as a chartered professional accountant in Ontario?

MS. YIN:  I am.

MR. SIDLOFSKY:  And what's your area of responsibility in this application?

MS. YIN:  I am responsible for load forecast, customer forecast, and connection forecast that underpins this application.

MR. SIDLOFSKY:  And panel, once again, was the evidence for which you're responsible in relation to this panel prepared by you or under your supervision?

MR. BARRETT:  Yes, it was.

MR. MACDONALD:  Yes.

MS. YIN:  Yes.

MR. SIDLOFSKY:  Thank you.  And do you adopt it as your own evidence in this proceeding?

MR. BARRETT:  Yes, I do.

MR. MACDONALD:  Yes.

MS. YIN:  Yes, I do.

MR. SIDLOFSKY:  Mr. Quesnelle, before I make the panel available for cross-examination I'm just going to ask a couple of questions about PowerStream's approach to load forecasting and its response to the Board's requirement that residential customers be transitioned to fully fixed distribution charges.

First, Ms. Yin, how has PowerStream forecasted load and billing determinants for the 2016 to '20 period?

MS. YIN:  There are two areas that I would like to address.  First I will provide a quick overview of PowerStream forecasting approach, and second, I will provide overview of how anticipated CDM savings have been incorporate in our load forecast.

Now, with respect to the forecasting approach, in the settlement agreement in our 2009 cost-of-service application the parties agreed that the forecasting methodology could be improved in future to have class -- specific consumption data.

Now, in the current customer IR proceeding, with sufficient historical data we have developed class-specific regression models to forecast load customers and connections that underpinned this application.  We believe that forecasting sales, customers, and connections at a rate class level result in more accurate billing determinants, enhance improved accuracy of rate-setting for each rate class.

We have also adjust the load forecast to reflect the future impact of anticipated CDM activity.  The impact of all past CDM activity is embedded in the actual sales data and captured in the regression models.  So the load forecast for the rate plan years was only adjust by as-submitted future CDM impact based on PowerStream 2015 and 2020 CDM plan that is approved by the IESO.

MR. SIDLOFSKY:  Thank you, Ms. Yin.

Moving to you, Mr. Barrett, are you familiar with the Board's policy on fixed distribution charges for residential customers?

MR. BARRETT:  Yes, I am.  Subsequent to the filing of our application the Board did direct that residential customers should be moved to 100 percent fixed distribution rates over a period of four years, starting in 2016, with some exceptions.  So when we prepared our update in August we did address this policy.  Our proposed approach is to start the four-year transition starting in 2017, and that's due to the effect that increasing the fixed charges on the rate impacts.  We calculate typical residential impacts of 10 percent in 2016, and that's due largely in part to remove Ontario Clean Energy benefit end of 2015.  So to commence the transition 2016 would increase bill impacts for customers with consumption at 10 percentile level significantly above 10 percent, and that's why we propose to defer it to 2017.

MR. SIDLOFSKY:  And sir, that's 2017, but that would still be a four-year transition period.

MR. BARRETT:  That's correct.

MR. SIDLOFSKY:  Thank you.  Thank you, panel.  Mr. Chair, the panel is ready for cross-examination.

MR. QUESNELLE:  Thank you.  Thank you, Mr. Sidlofsky.

Mr. Janigan.
Cross-Examination by Mr. Janigan:

MR. JANIGAN:  Thank you very much, Mr. Chair.

Panel, I wonder if you could turn up -- oh, first of all, I have a compendium I would like to mark as an exhibit.

MS. HELT:  Yes, that can be marked as Exhibit K3.3.  It is the compendium of the Vulnerable Energy Consumers Coalition for the witness panel 3.
EXHIBIT NO. K3.3:  CROSS-EXAMINATION COMPENDIUM OF VECC FOR PANEL 3, RATE DESIGN


MR. JANIGAN:  Panel, I wonder if you can turn up in my compendium page 4.  And this is the rate proposal, Exhibit H, appendix H13, page 11.  And you've set out the model that's used to forecast street lighting sales prior to taking into account the anticipated conversion to LED lighting.  Am I correct on that?

MS. YIN:  Correct.

MR. JANIGAN:  Now, the forecast -- am I correct that this model is based entirely on variables that reflect the hours of daylight in each month and the specific months of the year?

MS. YIN:  The major forecasting driver for this regression model is hours of light.

MR. JANIGAN:  Okay.

MS. YIN:  But there's other variables in the model that contribute to the overall regression results as well.

MR. JANIGAN:  Okay.  And what else contributes to these regression results?

MS. YIN:  In page 4, the second table, we listed the constant.  There is binary (ph) -- monthly binary data as well, and those together are part of the variables in the regression models.

MR. JANIGAN:  Okay.  Now, if we turn up the page 6 of my compendium, it shows that the forecast results using this model project the same value of 59,958 megawatts in both 2016 and 2020.  And will you accept subject to check that these two values are roughly the same as the 2014 actual sales, calculated from the same Excel file of 60,260 megawatt hours?

MS. YIN:  I believe 2014 actual, subject to check, is about 60,168 megawatt hours.

MR. JANIGAN:  Okay.  So effectively the sales are almost static between the 2015 and 2020 that you're projecting?

MS. YIN:  That's correct.

MR. JANIGAN:  Okay.  And I would like you to turn up on page 8 the response to one of our technical conference undertakings where you provide in the street lighting forecast tab the updated street lighting connection forecast.  And it seems to show here that the forecast number of connections rises over the period more than 10 percent.  Is that correct?

MS. YIN:  If you look at this table on page 8 this is the regression result from our connection forecast model.  So from '15 to 2020 it's about 1.8 roughly year-over-year increase.

MR. JANIGAN:  Okay.  so that would be about 10 percent overall?  About?  Approximately?

MS. YIN:  Subject to check, yes.

MR. JANIGAN:  Okay.  And would you agree that there appears to be an inconsistency between the pre-LED conversion street lighting volume forecast, which is effectively flat, and the street lighting forecast connections forecast, which is increasing over your custom IR period?

MS. YIN:  The connection forecast, as we demonstrate in one of the exhibits, I believe H-4-1, the billing determinants half of it, the connection model is based on  -- for street lighting is based on the residential customer numbers. 

So we do experiencing some level of residential customer growth and, as a result, you have street lighting connection growth covered as well. 

If you look at the load forecast for street lights, again we look at the history.  The street lighting load has been flat since, you know, '13, '14, and has been coming down. 

So the fact that the number of street lighting connections is growing, it doesn't mean the load won't grow as well. 

MR. JANIGAN:  I guess I find that hard to understand.  I assume that street lights are in places where effectively they go on at the same time and they come off at the same time.  And if you have more street lights, it would appear there will be a greater amount of load. 

Why isn't that correct? 

MS. YIN:  Not necessarily.   I mean from my opinion, even though you might have an increasing number of connections for street lighting, that doesn't mean you have load growth, because technology nowadays is different.  The technology could drive down the load. 

MR. JANIGAN:  Are they turning them off places where they have had them on?

MS. YIN:  There is a lot of technology out there nowadays to improve efficiencies, so the load is not necessarily going up as much as the connections going up. 

MR. JANIGAN:  Okay.  And have you -- have you done any study that bears this out, bears this theory out? 

MS. YIN:  Sorry, I didn't hear question sorry.

MR. JANIGAN:  Have you done any studies that bears that theory out? 

MS. YIN:  We look at historical load levels in our service territories, and we look at regression results.  It's in line with what happened historically, so we are comfortable with our regression results. 

MR. QUESNELLE:  Mr. Janigan, on that same line, I take it these are not a metered load.  So the load calculations are, it's paper exercise, is it not?  You have the number of street lights and the type of street lights to calculate the load.

This isn't a deduction through other loading factors, is it?  How do you calculate --


MS. YIN:  It's not reduction for other load factor, no, you're right, Mr. Chair. 

MR. QUESNELLE:  It's a pure paper exercise.  It's the number of street lights and what the expected unit additions are, is it not? 

MS. YIN:  The base of our regression model is our historical loads that's been actualized from 2008 to 2014. That would be the regression basis. 

MR. BARRETT:  Perhaps I can help?  You're correct, Mr. Quesnelle.  We actually build the street lights, we maintain considerable information on the number of street lights, the type of street lights. 

So our historic data would come from the billing data, which would be based on that.  But you're right, it's based on strategic street light profiles and the inventory of street lights. 

MR. QUESNELLE:  And that inventory would reflect the changes in technology that you're speaking of, that perhaps the load is remaining the same.  But you would know that. It's not something you would have to assume, because you would actually create the bill based on the technology that's in use, right? 

MR. BARRETT:  Right.  That's what we're seeing in the billing data, so it's reflected in the billing data.  But you're correct; if one dug into that, you would presumably see that the newer street lights are using less electricity. 

MR. QUESNELLE:  Thank you. 

MR. JANIGAN:  And how is that captured in your model?  Your model is based on hours of operation primarily, is it not? 

MS. YIN:  The model is –- correct, the model is based -- is primarily based on the hours of lights.  That's the driver --


MR. JANIGAN:  It just seems to me that if you increase the number of connectors and it's based on hours of light, it's going to go up. 

MR. MACDONALD:  I think what we're saying, Mr. Janigan, is that knowing the other column for LED in year one table, as subdivisions go in, there's more connections.  But those lights have ballasts that are more efficient, just like in buildings.  The technology is improved and there is more efficiency. 

I don't think increasing connections and having a load stay flat is not incongruent to us. 

MR. JANIGAN:  Okay.  With respect to your treatment of street light LED conversion, I wonder if you can turn up your response to VECC 29, which is on page 10.

And I believe here you indicate that Markham, Barrie, and New Tecumseh will complete their LED upgrades by the end of 2015, which would leave Vaughan as the only municipality left to complete conversion in 2016. 

Can you tell me what the current status is for the Markham, Barrie, and New Tecumseh conversions, and if they're still on track to be done by year end? 

MS. YIN:  The latest information we got from them was back when we were preparing those IRs, back in the August-September time frame.  That was the answer we got from them, that they are looking at completing their LED conversion by end of 2015. 

MR. JANIGAN:  Now, are any or all of these conversions, including the Vaughan conversion, being done under the auspices of an IESO CDM program? 

MS. YIN:  No. 

MR. JANIGAN:  I wonder if you can turn up page 16, which is the revised appendix 2P filed with your IR responses. 

And that's on page 16, and if we flip to page 17, if I look at 2016, part (c), where the status quo and proposed revenue to cost ratios are set out, under the status quo results from the cost allocation model, there are two customer classes whose ratio is outside the Board's target range, and that's street lighting which is above the target range, and large use, which is below. 

Now, would I be correct in saying that when you move these two classes' ratios to the top and bottom of their respective target ranges, there is a revenue shortfall of roughly $287,000? 

MR. BARRETT:  Subject to check, but that does sound correct. 

MR. JANIGAN:  What is not clear to us is in which classes the ratios did you explicitly increase to make up the shortfall, as opposed to which classes did the ratios increase simply as a result of rounding? 

MR. BARRETT:  So our adjustment base -- the way we do that adjustment, once we've brought everything within range and there is still an amount left -- in this case, there is an amount in under-recovery, so what we have done is we have applied it pro rata to all those classes that are below one.  So it would have been applied to -- in this case, it would have been applied to the GS less than 50, GS greater than 50, the large use class, which has gone from 85 to 85.2, and the Sentinel lighting, and the unmetered scads.  So everything basically, except for residential and street lighting.  Street lighting was brought down to 120 and residential was already over one, so we just adjusted that pro rata against all the other classes that were below one. 

MR. JANIGAN:  And that was sufficient to accommodate the revenue shortfall of 287,000? 

MR. BARRETT:  Correct. 

MR. JANIGAN:  Okay.  I wonder if you can turn up page 20 of my compendium.  And here it has the -- what you -- something you filed in the IR responses, and this contains the results for 2017.  And again, if you look at part (c), we can see that the revenue-to-cost ratios for large use and street lights are outside the Board's policy range.  However, am I correct in saying that for the purpose of calculating these ratios you use revenues at 2015 approved rates as the starting point and applied a uniform increase of 29.43 percent to all customer classes in order to determine your status quo ratios?

MR. BARRETT:  You're correct that we use the 2015 approved rates as our starting point.  I don't have that number in front of me, but subject to check, yes, it would have been increased to bring it up to the revenue requirement for 2017.  So I accept your multiples, subject to check, that is the methodology that would have been followed.

MR. JANIGAN:  Would you agree that such an approach doesn't capture the adjustments you've proposed for the revenue-cost ratios for the 2016 rates which would materially reduce street lighting rates relative to the rates for other classes and similarly increase the rates for large use relative to those other classes?

MR. BARRETT:  I think we got there a different way, but I believe we got there doing it on an aggregate or a cumulative basis of starting from 2015, so each year we've done separately, starting with 2015 rates.  I don't suspect that it would be appreciably different if we had put in the proposed rates and then started from there.  I don't think it would be appreciably different.

MR. JANIGAN:  Is it possible for you to undertake to do exactly that, to use the 2016 proposed rates and work them forward for the 2017 cost allocation?

MR. BARRETT:  Certainly.

MS. HELT:  That will be Undertaking J3.10.  
UNDERTAKING NO. J3.10:  TO USE THE 2016 PROPOSED RATES AND WORK THEM FORWARD FOR THE 2017 COST ALLOCATION.  ALSO, TO INCLUDE THE CALCULATION FOR 2018 THROUGH 2020.

MR. JANIGAN:  Now, were the 2015 rates also used to calculate 2018, 2019, and 2020?

MR. BARRETT:  That's correct.

MR. JANIGAN:  Is it possible in that undertaking you can include the calculation for those three years as well, please?

MR. BARRETT:  Certainly.

MS. HELT:  So that will be included in Undertaking J3.10.

MR. JANIGAN:  Thank you, Mr. Chair.  Thank you, panel.  Those are all my questions for this panel.

MR. QUESNELLE:  Thank you very much, Mr. Janigan.

Redirect, Mr. Sidlofsky?

MR. SIDLOFSKY:  No, sir, thank you.
Procedural Matters:


MR. QUESNELLE:  Okay.  Thank you.  Perhaps we could have -- thank you very much, panel.  Perhaps we could have a discussion about submissions.  I know there have been some conversations, Ms. Helt.

MS. HELT:  Yes, Mr. Chair, Mr. Sidlofsky did indicate to me that rather than doing oral submissions, which I believe were tentatively scheduled for the week of December the 14th, that he would be prepared to provide written submissions by December the 4th, and then suggested further dates of December 27th -- or 22nd, I'm sorry, for Staff and intervenors, and January 15th for reply submissions.  That may be difficult from Staff's perspective, so Staff would recommend the schedule of December the 14th for written submissions, then argument-in-chief, and then to have a date of -- given the Christmas -- or the holiday break January 13th for Staff submissions, January 15th for intervenor submissions, and January 29th for the reply submission.

MR. QUESNELLE:  And that reminds me, do we have a request for --


MS. HELT:  Interim rates.

MR. QUESNELLE:  -- interim rates --


MS. HELT:  As well, yes.

MR. QUESNELLE:  -- struck -- any reason why we can't just do that from the dais here?

MS. HELT:  No, you certainly can.  That was --


MR. QUESNELLE:  I think that the panel has -- accepts that request and deems the rates as of January 1 to be interim.

MR. SIDLOFSKY:  Thank you, Mr. Chair.

MR. QUESNELLE:  Mr. Sidlofsky, the dates that Ms. Helt suggested work for you and your client?

MR. SIDLOFSKY:  I think those are fine, sir, thank you.

MR. QUESNELLE:  Okay.  Any other comments or concerns?  No?  Okay.  Let's do that.  The Panel accepts that schedule for submissions, and --


MS. HELT:  Can I just clarify then?  When I said --


MR. QUESNELLE:  Yeah.

MS. HELT:  -- December the 14th for argument-in-chief, Mr. Sidlofsky, you'd still like it to be a written submission; is that correct?

MR. SIDLOFSKY:  I think that -- I think so.  I think that would be preferable.

MR. QUESNELLE:  That's fine.  We're --


MR. SIDLOFSKY:  Thank you.

MR. QUESNELLE:  -- fine with that.  Okay.

MS. HELT:  Thank you, Mr. Chair.

MR. QUESNELLE:  I think -- again, thank you to the witness panel.  Thank you to the intervenors and Board Staff, and it's very early, but everyone, have a good holiday season.  Thank you very much.
--- Whereupon the hearing adjourned at 4:43 p.m.
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