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Friday, January 8, 2016
--- Upon commencing at 9:25 a.m.

MR. LANNI:  Good morning, everybody.  Welcome to the technical conference for Enersource Hydro Mississauga Inc.'s incentive regulation rate application, which was filed October 2nd, 2015 and assigned proceeding number EB-2015-0065 by the Board.

My name is Richard Lanni, and I am counsel for Board Staff.  I am joined today by Jane Scott, who is also with Board Staff.

As you are aware, through Procedural Order No. 2 the Board confirmed that a technical conference is required in this proceeding.  This technical conference is being transcribed and the transcription will form a part of the record of the proceeding.  When you speak please ensure that your microphone is on and the green light is showing.

The procedural order also required intervenors to provide their technical questions in advance of today.  As such, Enersource has some time to think about its responses, and with that in mind I trust we should be able to get through everything today.

Before we have appearances, are there any preliminary matters?


As you are aware, there is no adjudicative panel here today.  If there are any disputes, we will try to resolve them as best we can, but if there is a determination that needs to be made by a Board member, I can do that -- make that request offline.  I can seek their guidance.


And I think we're ready to proceed.  If there isn't a particular order that intervenors have discussed in advance, I think Randy on telephone wants to ask his series of questions first, and we can proceed that way.

So appearances first.
Appearances:

MR. CASS:  Fred Cass for Enersource.  Beside me is Judy Wasney.  Judy will assist us by getting documents up on the screen.  The witnesses, of course, are in their seats.  They will introduce themselves when we're ready to start with some questions.  Thank you.

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

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

MR. JANIGAN:  Michael Janigan for the Vulnerable Energy Consumers Coalition.

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

MR. AIKEN:  Randy Aiken for Energy Probe.

MR. LANNI:  Fire away, Randy.

MR. CASS:  First perhaps we will just have the witnesses introduce themselves.  Richard, I will start maybe with Natalie, furthest away from me, and then if you could just, coming across, each introduce yourselves, thank you.

MS. YEATES:  I'm Natalie Yeates, manager of rates at Enersource.

MS. DeJULIO:  Good morning, I'm Gia De Julio, the director of regulatory affairs at Enersource.

MR. MACUMBER:  James Macumber, vice-president, asset management at Enersource.

MR. BORAS:  Branko Boras, senior manager, asset planning and analysis.

MR. MASTERS:  And Chris Masters, capital manager at Enersource.
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MR. CASS:  Randy, if you want to go ahead with your questions, I think we're ready, thank you.

Questions by Mr. Aiken:

MR. AIKEN:  Okay.  My first question -- and I will read it in for the record.  And it's in reference to a number of interrogatory responses, including 2 Staff 6, 2 Staff 11, and Energy Probe's 2 and Energy Probe 4.

The question is to please update tables 4, 8, 9 in the original evidence, along with attachment H, to reflect the following, and the following is, point 1:  That no true-up amount is required for the Cardiff TS.  Second, that the payment of 40.479 million to Hydro One for the Churchill Meadows TS true-up.  Third, the exclusion of the costs associated with any project shown in Appendix A to 2 Staff 11 that have an in-service date after 2016.  And finally, number 4, the inflation rate of 2.1 percent that comes from Energy Probe number 2.

MS. YEATES:  Hi, Natalie Yeates.  Enersource has updated tables 4, 8, and 9 as requested in technical conference question 1 by Energy Probe.  I do have handouts for all the intervenors.

MR. AIKEN:  And when will you be sending them out electronically?

MS. YEATES:  Oh, we will be able to send them out electronically today.

MR. AIKEN:  Okay.

MR. SHEPHERD:  Sorry, do you have them available for us now?

MS. YEATES:  Yes.

MR. SHEPHERD:  Can you send them electronically to Randy now?  You knew he was going to be on the phone.  Why doesn't he have them already?

MS. YEATES:  We will provide them now.

MS. GIRVAN:  So do you have all of the questions that were in writing in written form?

MS. YEATES:  No, we do not.  I have the response to technical question Energy Probe 1.

MR. SHEPHERD:  That's the only one?

MS. YEATES:  I do, that Randy has referred to.

MR. SHEPHERD:  Okay, are there other ones that you have written responses to?  That the --

MS. DeJULIO:  No, we do not have other written responses.

MR. SHEPHERD:  So there is only this one written response.

MS. DeJULIO:  There is only this one written response.

MR. SHEPHERD:  Thank you.

MR. AIKEN:  Okay.  My second question was in reference to the response to Energy Probe 4.  My question is, can you confirm that the payment to Hydro One Networks was made by the end of 2015?

MR. MACUMBER:  The payment was made December 15th, 2015.

MR. AIKEN:  Okay, thank you.

The third question is in reference to Energy Probe 6 and 2 Staff 11.  And there are a number of -- or there are three parts to this question.

The first part is, the response to Energy Probe 6, which refers to the response to 2 Staff 11, is not complete.  The Energy Probe interrogatory requested a live Excel spreadsheet, and my understanding is that that was provided yesterday.  Is that correct?

MS. DeJULIO:  Yes, it was provided yesterday.

MR. AIKEN:  Okay.  And the second part of the question was, a number of the line items in that spreadsheet, Appendix A of 2 Staff 11, have no entry under the column "mandatory".

Can you please explain what this means for these line items, and can you also explain why these line items do not have any figures in the columns related to customer focus, operational effectiveness, financial performance, rankings, and score?

MR. MASTERS:  So we used the classification "mandatory" to refer to projects that were required by regulatory bodies.  Our executives have mandated a number of projects, and anything that is required by us in the Distribution System Code, so setting up new customers, give -- connection agreements, for example, or road projects, we have classified those as mandatory.

When we went through our process, we did not require our business unit managers to provide a full business case for things that were deemed as mandatory, as they were already at the top of our priority list.

MR. AIKEN:  Yeah, that is not the question.  The question is, under the column "mandatory" some of the line

items say "no", some say "yes", but quite a few are blank.  So that defaults, no, they're not mandatory?

MR. MASTERS:  So a number of the business cases were, I will say bucketed together as part of major programs.  So when we did the prioritization for the main project we didn't carry that prioritization down to the others.

MR. AIKEN:  So what's the answer to my question?

MR. MASTERS:  So everything has been prioritized, but we didn't update that schedule -- if the business unit -- or the business case number was similar, just thinking of 1, it would have 1(a), 1(b), 1(c), 1(d), we only put the prioritization for the top one, not all four.  So that's -- it would carry -- the prioritization metrics would carry down.

MR. AIKEN:  Okay, thank you.  That's what I had assumed, but I wanted that confirmed.

And then the third and final part of the question is that there are a number of projects shown in Appendix A to the response to 2 Staff 11 that indicate in-service dates beyond 2016.

Have the capital expenditures associated with these projects been included in the incremental capital calculation and the subsequent incremental revenue requirement and, if so, please explain why they were included when they will not be close to rate base in 2016.

MR. MASTERS:  We have included the bulk of them.  They're included because we made the assumption that there's a CIP component, or a construction in progress component, that carries over year over year.  That is usually around 5- or $6 million, and there's that carry-forward into each of the years.  So we made the assumption that that would -- there would be -- the amount that we're asking for would be in-service in 2016.

The other component of that is that some of the projects do take multiple years, pieces of them.  The full project may not be complete for two years, but within that year, certain modules of them will be in service, so something like a major system upgrade for computers.

A computer system full project may take two years.  But if it's broken down into four pieces, two or three of those pieces would be in fact complete in 2016.

MR. AIKEN:  And would they be in use?  For example, looking at the 2.8 million you've got for web MS, that has an in-service date of 2017.

MR. MASTERS:  That is one that would not be in-service.  So we would be --

MR. AIKEN:  Let me just go down the list and ask you about the others.

You've got CO 531, roads, design underground and design overhead, $200,000 for each of those, with an in-service date of 2022.

MR. MASTERS:  Yes.  That piece would not be in-service, no.

MR. AIKEN:  Okay.  And then there's a couple of more for 2017, I believe.  $600,000 for the JDE major version upgrades.

MR. MASTERS:  That is one of the pieces -- that is one of the ones that would have a component in-service in 2016.  The exact amount, I can't say.

MR. AIKEN:  Do you know how much of that would be
in-service?

MR. MASTERS:  I would have to make an estimate, but I don't have anything concrete, no.

MR. SHEPHERD:  Well, can you undertake to provide that, then?

MR. MASTERS:  Yes.

MR. SHEPHERD:  Thank you.

MR. LANNI:  So we will mark that as undertaking JT1.1.

UNDERTAKING NO. JT1.1:  TO PROVIDE IN-SERVICE INFORMATION FOR JDE MAJOR VERSION UPGRADES

MR. AIKEN:  The final project with an in-service date of 2017 is $750,000 for long-term asset planning solutions.

Would that be partially in-service in 2016?

MR. MASTERS:  Yes, that would be in-service.

MR. SHEPHERD:  Sorry, all of it would be in-service?

MR. MASTERS:  Yes, that project we would be in fact doing in modules.  And as we went, we would be putting them in-service.

MR. SHEPHERD:  Can you describe what that project is in a little more detail?

MR. MACUMBER:  Currently we prioritize on a manual basis, and it is very time-consuming.  The concept would be that we're looking for a software solution to help us prioritize our projects, to be able to make sure that we can efficiently prioritize, and exclude the manual process of trying to determine which projects go where and when they occur.

I can give examples of the type of software that we've been looking at.  It’s Riva and Copperleaf.

MR. SHEPHERD:  So why would you be buying that, when PowerStream already has a top-of-the-line system in place to do that?

MS. DeJULIO:  We're not PowerStream.  We're Enersource.

MR. SHEPHERD:  Yes, and you're going to be PowerStream very shortly.  So why would you spend money on a capital project that you know is duplicative now?

MS. DeJULIO:  The plans are not to spend that money right now, but we do have that in our forecast, yes, in our proposed forecast here.

Right now, Jay, the situation is we are Enersource.  This is a stand-alone application and everything, all of the evidence that we've put forward here, is based on Enersource proceeding, you know, as is.

MR. SHEPHERD:  No, I understand that, and my question is really why wouldn't you prioritize -- like put as lower

priority things that at least have a risk of being duplicative until you see what is going to happen?  Why ask the ratepayers to give you money for something that there's some good chance you're not going to need to spend?

That doesn't make sense to me.  I don't understand why you're doing it.

MS. DeJULIO:  I can tell you that everything that is in the budget here is, you know, based on the best information that we have for the benefit of the customers, and we are asking for this money as an ICM rate rider which, by definition, will be trued-up.  And so we're

confident that what gets spent will be captured in that true-up, and what doesn't get spent will also be captured in that true-up.

MR. SHEPHERD:  So what's the timing of the spending on this project?  When do you start to spend money on it?

MR. MACUMBER:  We're in the process now of deciding when to issue the RFP.

MR. SHEPHERD:  So you haven't spent any money on it yet?

MR. MACUMBER:  No.

MR. SHEPHERD:  Then you have a RFP process that you are going to go through, and that is not going to cost you any money, that is all internal staff?

MR. MACUMBER:  Yes.


MS. SHEPHERD:  It’s is all O&M costs, right?

MR. MACUMBER:  Yes, it’s internal staff.

MR. SHEPHERD:  None of that is capitalized, right?

MR. MACUMBER:  No.

MR. SHEPHERD:  So sometime in what -- June, July, August, something later this year?  Is that when you expect to actually make a choice and start to spend money?  Is that -- am I in the right range?

MR. MACUMBER:  I would say we've already made the choice of which software we would probably use.  Now we're going to the vendors to help us implement it.  We would have to by a server; there is a few other pieces to it.

I would assume that by June we would be beginning the

project.

MR. SHEPHERD:  So you would start to spend money by June?

MR. MACUMBER:  That is our assumption right now.

MR. SHEPHERD:  Thank you.

MR. AIKEN:  And the final item, are you saying that you will be spending the entire $750,000 in 2016?

MR. MACUMBER:  Yes.

MR. AIKEN:  Okay.  So then why does it show an in-service date of 2017?

MR. MACUMBER:  There’s various modules with the product that we would be purchasing, and in the following year we would be including additional modules that we would be implementing.

MR. SHEPHERD:  It's a hardware and software component,

right?  You need to spend money on hardware, like a server, money on software like Copperleaf.

Is it Copperleaf you have chosen?

MR. MACUMBER:  I would not -- I would not say that.

MR. SHEPHERD:  Okay, never mind.  And you have to spend money on a system integrator, right?

MR. MACUMBER:  With supportive help, we can put it in, yes.

MR. SHEPHERD:  Okay.  And those three components, is there some point in which the system is actually operating and doing something for you by the end of 2016?  Or do you need to -- is some of it not in -- or is it not being used yet until 2017?

MR. MACUMBER:  No.  We would -- the plan would be by the end of the year that we would be using the modules that we have identified by the end of the year.

So, yes, it would be in-service by the end of the year for the modules that we determine we need first.

MR. SHEPHERD:  Okay, thanks.

MR. AIKEN:  And just one follow up from what somebody said about the true-up.  What's the time frame of the true-up that would take place?

MS. DeJULIO:  At the next cost of service.

MR. SHEPHERD:  So that is ten years?


[Computer sounds]

MS. DeJULIO:  What was that?

MR. SHEPHERD:  I think we just lost Randy. Did we lose you, Randy?

MR. AIKEN:  No, I'm still here, that was my computer.

MS. DeJULIO:  You know what?  Our next cost of service

technically is scheduled for 2017, actually.  There is still a chance that we will file a cost of service for 2017.

MR. SHEPHERD:  Okay.

MS. SCOTT:  Could I follow up on the true-up?

So how -- because the ICM is not specific on certain

projects, how will you do the true-up?  How will you know which projects are part of the base, and which are part of the ICM true-up?

MR. MACUMBER:  I think we would true-up on based on the schedule we submitted, right?

MS. DeJULIO:  The only thing I can answer to that is that based on the schedule we submitted here, that is how we would be truing it up.

MS. SCOTT:  But do you understand the confusion?  Like normally, an ICM is for a specific project, and either you do it or you don't, and either you spend what you said you were going to spend or you don't spend.

But the way Enersource has presented it, it's not for a specific project.  It is for sort of a --

MR. MACUMBER:  Well, what I would say is we would true-up to the schedule that we provided.

So all of those projects that are listed we would true-up to that schedule.

MS. SCOTT:  But some of those projects come under your base rates.

MR. SHEPHERD:  Is the question which projects are ICM projects and which projects are not?

MS. SCOTT:  Well, that is part of the question, because my understanding is there are not any specific ICM projects, or they’re all ICM projects.  There's a certain amount of money for the ICM.

MR. SHEPHERD:  Do we have a list of which projects are ICM projects?

MS. DeJULIO:  Well, that isn't how we characterized this whole application, as Jay -- and I think that's what you're alluding to, right?

MS. SCOTT:  Yes, yes.

MS. DeJULIO:  Basically what we're saying is we have all of these projects that are in that schedule; I guess it was answered in Staff 11.  Those come to a total, which is significantly above what our base rates are.

And so our point is, this is what we expect to spend.  If we spend something less than that, then that would be -- that would be where the true-up comes in.

MR. SHEPHERD:  Oh, so you are not proposing to true up project by project?

MS. DeJULIO:  That would not be my expectation.

MR. SHEPHERD:  Oh.

MR. AIKEN:  So how we would know whether you -- on an actual basis you spent money on a project that is not even in the list?

MR. MACUMBER:  I actually think that we would true up based on the identified projects by project, and track each project separately.  So if a project like our long-term planning solution was not implemented we would track that and refund the cash to the ratepayers.

MR. SHEPHERD:  Even if you spent money on something -- that same money on something else?

MR. MACUMBER:  My understanding is the way it works, if we overspend of what we had, that is for a true-up for a later date, and we can talk about that in a cost of service.

If we do not spend on a prioritization tool in 2016, we would track that and refund it to ratepayers.

MS. GIRVAN:  Can I ask a question?

MR. SHEPHERD:  Go ahead.

MS. GIRVAN:  So I think what might be helpful is – there has been confusion here between what I think James said and what Gia said, so maybe you could undertake to explain the process that you would propose to true-up.

MS. DeJULIO:  Okay.

MR. SHEPHERD:  Oh, I -- sorry.  This is -- with respect, Julie, I don't want to wait for an undertaking to find out what you are asking for.  I think we are entitled to know what you're asking for before we finish discovery.

So I would like to know today, like, now, what are you actually asking for?  What -- are you going to true up project by project or not?  Are you willing to tell us which projects are ICM or not?

MR. MACUMBER:  Well, to reiterate what Gia said, is that we're asking for the total, and we will true up by project, to the total.  So we will add up, track each project separately, and then true up based on the total.

MR. SHEPHERD:  All right.  So then can you tell us which are the projects that are in the, what is it, 71 million that is the excess -- the ICM component?  What is the ICM?  Is it 71 million?  Am I right?  Which projects are in that component?  Can you tell us?

MS. DeJULIO:  Jay, you were asking for the total?  I'm sorry, what were you asking for there?

MR. SHEPHERD:  Well, what I am asking for is, there's an amount that is your ICM, and I think it is 71 million; is that right?

MS. DeJULIO:  Yes.  Well, just over 71 million.

MR. SHEPHERD:  Yes, something like that.  Close enough.  What's a million between friends, right?  But can you tell us which projects are in that amount?  And what I hear you saying is, no, you won't tell us which ones are the 71 million.  You will only tell us what the overall total is.

MS. DeJULIO:  That's right.

MR. SHEPHERD:  Okay.  So I am asking for an undertaking.  I understand you can refuse --

MS. DeJULIO:  We do have, you know, the breakdown of the cost of every one of those projects.


MR. SHEPHERD:  Yeah, no, I am going to ask you for an undertaking, which I understand you're going to refuse, but I want to get it on the record.  I'm asking for an undertaking that you provide us with a list of the projects that make up the 71 million ICM amount.

MR. MACUMBER:  I guess what I am asking or trying to clarify is, we've listed all the projects that tie into the rate application that ties to the 71 million that we're asking for over the threshold.

We've listed all the projects that we've included in the ICM application.  So there's no further undertaking that would provide any more information than what we've given.

MR. SHEPHERD:  Tell me which reference you're referring to.

MR. MACUMBER:  I guess it's the interrogatory responses, Staff 11 --

MS. SCOTT:  But what's the total of that?  That total is your -- and I am looking at the technical conference one, the 109,914 or whatever it was back before...

MS. DeJULIO:  So what is your question, Jay?

MS. SCOTT:  It is the same as Jay's, is what projects are in the ICM versus what projects are in your total capital budget?

MS. DeJULIO:  And as I said, we didn't categorize any specific projects in ICM.

MS. SCOTT:  Could you do that?

MR. SHEPHERD:  I have asked for an undertaking to give us that list, which projects are in the ICM and which are not.

[Witness panel confers]

MS. DeJULIO:  As I said, we don't have them characterized as ICM projects.  But if that's the undertaking, we can undertake to do that.

MR. SHEPHERD:  Excellent.

MR. LANNI:  You said you needed that today or...

MR. SHEPHERD:  No, no, no, that's fine.  It's a list.  It will take more than a couple of minutes, I'm sure.

MS. GRICE:  Can I just ask one follow-up question?

MS. DeJULIO:  Can I have the undertaking?

MR. LANNI:  Yes.  Let's mark that as Undertaking JT1.2, please.

UNDERTAKING NO. JT1.2:  TO PROVIDE A LIST OF THE PROJECTS THAT ARE IN THE ICM VERSUS THE PROJECTS THAT ARE IN THE TOTAL CAPITAL BUDGET.

MR. SHEPHERD:  Randy certainly is noisy.

[Laughter]

MR. AIKEN:  That's my e-mail notification.

MS. DeJULIO:  You're a popular guy, Randy.

MR. SHEPHERD:  It's probably an e-mail from Enersource saying, Here is your answer.

MR. AIKEN:  It's actually from Union Gas.

MR. LANNI:  Go ahead, Shelley.

Questions by Ms. Grice:

MS. GRICE:  Okay.  We were all involved with another ICM project where originally the projects had a specific project number during the application, and then when the work was actually undertaken the projects were manually given another project number.  Then when the true-up occurred it was very difficult, in fact impossible, to track the work that was undertaken back to the original project number.

So I just wondered if Enersource can confirm that the project numbers that we see here will carry through as part of the true-up.

MR. MASTERS:  Yes.  So when we do individual projects we assign a work order to them, but we will make sure that we can map the work orders to the business case numbers.  We can bring those in.

MS. GRICE:  Okay, thank you.

MS. GIRVAN:  Again, sorry, another follow-up.  It gets back to my question before about, if you could explain to us -- and maybe it is after the break or something -- how you plan to true-up the process.

MR. MACUMBER:  Our intention was to true-up by project.  So by providing the list and business unit and each work order that is created for each project, we would true-up by project.

MS. GIRVAN:  And you will, subject to that other undertaking then, have identified the ICM projects?

MR. MACUMBER:  I think there's a calculation of what
-- how to follow the rules to how the incremental capital module would apply.

We have a list of projects that is included in how we did the calculation.  We will have essentially -- this list again, which will do the bridge between the two numbers that are in the application and the list of projects that have already been identified, we will make the bridge for that.

And those projects will be separately identified and trued-up during the next cost of service.

MR. SHEPHERD:  Okay.  I'm a little bit -- I'm trying to understand the puts and takes that go on in this, the way you're approaching this.

If all of your projects -- if none of your projects are segregated into ICM, from your point of view, and if you are truing-up by project, then if a project is within your base rates and you don't spend the money on it, then you have to give that money back to the ratepayers, right?

If you are truing-up everything, then you have to give back money on every project that you don't complete, even if you do other projects.

So that hurts you, doesn't it?

MS. DeJULIO:  That's not how we would approach this.

MR. SHEPHERD:  Well, if you are truing-up by project and the whole total is what you are truing-up, then it means every project has to be spent, or you have to give the money back, which is worse than the typical fourth generation.

MS. DeJULIO:  Yes, that is now how we're approaching this.

As we’ve described, we're going to do the undertaking, which was -- you have asked us to characterize which projects as ICM, which projects in this total we're going to call them ICM for the purpose of being able to true-up.

And so that ICM project list has a dollar amount to it.  That is where the true-up will occur, is in that incremental amount above the base rates.

MR. SHEPHERD:  That is not what Mr. Macumber said.  What he said is you're going to true-up project by project.

So that $71 million, that list of $71 million of projects, as I understood what you said, it was you're going to go through those projects one by one and if you didn't spend the money on it, that money has to go back, even if you spent it on something else.

MR. MACUMBER:  That is our intention.  We've laid out a plan for 2016 which was approved by our board, and we're committed to executing this plan.  If a project is not spent and something else comes up, we're not asking for that recovery through rates, but we would true-up the project that wasn't spent.

MR. SHEPHERD:  Thank you.

MR. LANNI:  Randy, do you have any more questions?

MR. AIKEN:  Yes.  Just to follow up and to figure out what we're actually getting on this true-up.

So if I look at appendix A to Staff 11, the spreadsheet that was sent out earlier, and you've got these hundred projects, or whatever the number is that add up to 115 million, and then you take off the 44 million threshold and you come up with the $71.5 million that you are asking for.  So when you come to the true-up, are you going to add in a column beside the budget number that says here's what the actual cost is for each of these hundred projects, here's what the total is and the total is not 115 million, the total is 110 million.

Then you subtract off the same threshold and say that you should have recovered 65 or 66 million instead of 71 million revenue requirement.  Is that what you are going to do?

MR. MACUMBER:  Essentially, on a total basis, yes.

MR. SHEPHERD:  Well, that is exactly the opposite of what you just said.

MR. MACUMBER:  No, no.

MR. SHEPHERD:  What you just said was you were going to true-up each project one by one.  So that if you overspend on one and you under spend on another, you give the under-spend back, but you don't get the overspend.  That is what you told us.

MR. MACUMBER:  No, no, I didn't say an overspend on a project. I said that’ll be trued-up in the future.

If a project has not been identified and we spend money on it, that can't be trued up.  That will be included in base rates in the future, but not for 2016.

MR. SHEPHERD:  So then you aren't truing-up on a project by project basis.  You're trying up on a total basis.

MR. MACUMBER:  Well, I would say it is calculated on an individual project basis.  But when you set rates, it’s going to be on the total amount.

So each -- you would not have a rate rider for a hundred separate projects.  You would have one rider for all of the projects, and you would true up based on the calculation on individual projects and a total.

MR. SHEPHERD:  That's not what you just said.  All right.

MR. MACUMBER:  I'm sorry.  Perhaps --

MR. CASS:  I think he did refer to the fact that overspending in these identified projects would be dealt with in due course.  I think it is projects not included in the list that he's talking about, would never --

MR. SHEPHERD:  The transcript will speak for itself.  It was patently clear that Gia and James were disagreeing with each other, and now they're not.

MS. DeJULIO:  No.  I'm going to say that, you know, because of the way we wrote this evidence, we did not classify these as ICM; we did not characterize which ones were going to be considered ICM projects.

Now that you have asked us for this undertaking, my colleagues and I have said, yes, we will take that back and we will put that characterization on the projects in order to tally to the 71.5 incremental amount.

MR. AIKEN:  And my question on that, Gia is, what's the basis of determining whether an individual project is a base case or an ICM project?

MR. MACUMBER:  I think we have an undertaking to go do it, and we will explain it.

MS. DeJULIO:  We will explain that in our undertaking response.

MR. SHEPHERD:  Do I understand correctly then that -- I am just looking at your list attached to Staff 11.

So you have, for example, the long-term asset planning solution.  So let's say you wake-up one morning and say whoops, hang on; PowerStream has one of these, we better hold off on this -- hard to imagine, but let's say.

And you say, oh, wait a second.  We got money for that 750.  Why don't we go down and spend -- instead of spending $200,000 on infrastructure and security upgrades, why don't we spend 950?  And that's okay, right?  You still get the money?

MR. MACUMBER:  I would characterize it as we need to true up in the future during a cost of service.

So if, say, the long-term planning solution is put on hold, we'll explain why it was put on hold and the idea would be, if we didn't spend the money on it, that would be refunded.

If something comes up on infrastructure security, the concept would be that we’d explain what we spent it on, and it would be at that time we would have to demonstrate why we spent the additional money and whether or not it was trued up to the overspend or it was trued up to just be included in rate base in the future, we would determine it at that time.

So we're not asking for more money than what we've put in each business case.  What we're saying is, it will be up to Enersource to demonstrate the prudence in the future, if something is overspent and why.

MR. SHEPHERD:  Yes, this is about retroactive ratemaking.  Let me ask the question very precisely.

You have -- let's say you overspend on infrastructure and security upgrades; you spend 950 instead of 200.  But there's room in the budget, in the ICM budget for that because you have under-spent on other things.

Do you say that you have the option of asking the Board, at the time of true-up, let us keep the rider for that 750, because we're still within the total budget, even though we overspent on that project?  Is that what you’re saying?

[Witness panel confers]

MR. MACUMBER:  Okay.  Let me be clear.  If the 750 on the long-term planning solution is not spent, our intention is to refund that amount back to ratepayers.

MR. SHEPHERD:  Regardless of what you spend on other projects?

MR. MACUMBER:  Yes.  The concept would be if we spent on another project and it was spent over what we're asking for, that would be included in rates in the future, not trying to do retroactive ratemaking.

We would true up to what we asked for for each project and, in the future, any other thing that we spent on would follow the natural course of rate-making and would be included as historical spend within a cost of service and a rebasing.

MR. SHEPHERD:  So, for example, if you rebase, let's say in 2020, then the revenue requirement for the thing you didn't spend money on – sorry, the overspend, the revenue requirement for the overspend for a project, you wouldn't get it for 2016, 2017, 2018, and 2019, but you would start to get it in 2020.

MR. MACUMBER:  Whatever was left of that asset, yes, is our intention, yes.

MR. SHEPHERD:  Very clear.  I understand.

MS. GIRVAN:  I have a clarification question.  So it sounds to me like your true-up is asymmetrical.  If you don't spend the money on a project, you give it back.

If you overspend on a project, that will only be included in rates on a go-forward basis when you rebase.

That is, I think, what you just said.

MR. AIKEN:  And maybe before you answer, I can follow up on that as well.  The example using the long-term asset planning solution cost of $750,000, my understanding of what you're saying is that if you spent 500,000, 250,000 would go back to ratepayers as part of the true-up.

If you spent a million, the true-up would still be based on the 750,000.  And the 250,000 overspending would be recovered in rates in a cost-of-service year.

MR. SHEPHERD:  On a go-forward basis only.

MR. AIKEN:  Yes.

MR. MACUMBER:  Yes, that is what we're proposing.

MR. SHEPHERD:  Perfect.

MR. AIKEN:  Okay.  So the number -- the column you are going to put in next to the budgets when you have actuals is going to be the lower of the actual cost and the budget number for each project.  And it's the total of those that you are going to compare to the 71 million as part of the true-up?

MR. MACUMBER:  I would characterize it, we'd probably have to have two columns.  One would be the actual spend and one would be what we're recovering through rates.

MR. SHEPHERD:  Yes, fair.

MR. AIKEN:  Okay.  Those are all my questions.  Thanks.

MR. LANNI:  Before we move from Randy, we should probably mark the handout that you provided this morning as an exhibit.  And we will mark that as Exhibit KT1.1.

EXHIBIT NO. KT1.1:  HANDOUT PROVIDED BY MR. AIKEN.

MR. LANNI:  Now, Randy, you hadn't seen this prior to this morning.  Do you think you will need an opportunity at some point later today to ask a follow-up question?  Or are you fine?

MR. AIKEN:  I may.  I'm just going to look at it now.

MR. LANNI:  Okay.  So with that, I think we can move on to the next party.  Does anybody want to take the next step?


MR. SHEPHERD:  Well, I have prepared questions, so maybe I should go next.

MR. LANNI:  Sure.

Questions by Mr. Shepherd:


MR. SHEPHERD:  So you have my prepared questions.  I will go through them one by one.

The first one is sort of -- is a fairly lengthy one.  We provided you with a table that compares your 2012 asset management plan to your current budget proposals, capital spending proposals.

What I would like you to do is, I would like to go through line by line that table and have you explain why you made the changes you made from your asset management plan.

 One of the theories the Board has is that you should have an asset management plan and then you should live with it, and you shouldn't be changing it.  So I want to know what is the special case that caused you to change it.


There are other parts of the question, but let's start with that one.  So the table was attached to the interrogatories.  It's entitled "detailed capital budget comparison 2016".  Do you have that?

[Witness panel confers]

MS. DeJULIO:  I think we are going to ask if we can put it up on the screen.  Can you do that?

MR. SHEPHERD:  Okay.

[Witness panel confers]

MR. BORAS:  I think we need a new monitor.  If anybody has glasses?

MS. DeJULIO:  These are for reading.

MR. SHEPHERD:  If you make it bigger, it will be easier to read.  There you go.

MS. GIRVAN:  Where is this from?

MR. SHEPHERD:  It's from my interrogatory questions.  So who is going to do this?  You're going to do this?

MR. MASTERS:  So I will start, and then Branko will move on -- move forward.  I just want to start off with two points.

One, when we did the asset management plan in 2012 we didn't have specific projects laid out for 2016.  So there have been -- it was based on basically inflation from the projects that were identified at the time, probably out to 2013, 2014, and then just a growth rate based on those.

So there have been some changes just in the business.  Four years is a long time.  We have had to add a few new things that are required.  And then second --

MR. SHEPHERD:  Sorry, let me just stop you.  Let me understand what you're saying.  At the time that you filed that asset management plan you said, This is our plan.  This is what we're going to do in the next five years.  Did that -- was that not correct when you said that?

MR. MASTERS:  That was the plan at the time, yes.  But then business conditions changed and we have had to do a few certain things.

MR. SHEPHERD:  Perfect, thank you.

MR. MASTERS:  The second point is, there was one error, I just want to point out, on the -- on the spreadsheet.  There's two numbers that were -- there was $600,000 difference in the general plant section.  The JDE ERP system number should be 2,185 instead of 2,785.

MR. SHEPHERD:  Oh, it's a typo.

MR. MASTERS:  Right.  And then a couple lines down in the grounds and buildings it should be 2,985 instead of 2,385, so the total number ended up being the same but those two business units were a little bit off.

MR. SHEPHERD:  Okay, I see.  Thank you.

MR. BORAS:  Can we scroll up?

MR. SHEPHERD:  Yes.


MR. BORAS:  So we are going to go line item by line item.  So specifically talking about -- we're looking at, obviously, four categories.  So first one starting off is the system service.  So the first line that you see is obviously the municipal substation construction upgrades.


So specifically the difference between our capital project proposed and this ICM application versus the 2012 asset management plan submitted in our 2013 cost of service is specifically to two substations that have been identified as needed to feed the downtown Mississauga core.

So Mississauga -- City of Mississauga has developed a Downtown 21 plan, and they're basically looking to increase the number of commercial and residential condo buildings in the area.

So there's a huge growth expected in that area, and basically we've been working with the city to identify the capacity needs, and the current transformational capacity at the stations in the downtown core are not able to support the future growth, and these two stations will basically provide -- provide that capacity for that particular area.

MR. SHEPHERD:  So there's two stations for the new downtown?  For the expanded downtown?  I thought it was only one.

MR. BORAS:  Well, the first one is Webb MS, so that is the station that is going to be in the downtown core.  The other station is actually -- it is called Mini Orlando, and this is also a station that was identified for the growth needs in the north and central Mississauga, to feed the industrial -- future industrial growth.

MR. SHEPHERD:  So that is nothing to do with that new downtown core at all, is it?

MR. BORAS:  One station is for the downtown core.

MR. SHEPHERD:  Okay.  So that expanded downtown core, wasn't that already expected in your asset management plan in 2012?  I thought it was.

MR. MACUMBER:  I believe when we submitted our cost of service at the time the need was there, but we hadn't forecasted the actual substation.  Now that the growth is starting to materialize we're going to have to put in a substation to meet the load --

MR. SHEPHERD:  But if you knew the need was there why didn't you have it in the plan?

MR. MACUMBER:  We weren't sure what year it was going to be required.  So in 2012 when we put the plan together we weren't sure if it was going to be '17 or '18.  It's determined that Webb, we will be starting this year.  The Mini Orlando one will be finished this year for the heartland area, 401 and Mavis.  And then within the substations over the growth over the next six years we've identified another need for a station during the regional planning due to Erindale being over the ten-day LTR, which we have included the report, so we're purchasing land for a future station in the north.  And then finally, we're proposing to purchase land for a station to be put in service 2021, which we're calling Duke at this time, just the location of it.

So there's three purchase of land and then two substations will be put in -- one put in service and one put in service in the following year.

MR. SHEPHERD:  You're proposing to include the land in rate base this rear?

MR. MACUMBER:  Yes.  Land, when we purchase the land, it is used and useful, so --

MR. SHEPHERD:  How is it used?  It is just land, right?  What are you using it for?

MR. MACUMBER:  I would say that it's not included in CIP and purchasing the land, at least it has a value.  In order to build a substation, we need to secure the land before we can order equipment and build a substation.

MR. SHEPHERD:  I only see two land items here, Mini Britannia and Duke.  What is the other one?

MR. MACUMBER:  The land is included in the 2.8 for Webb, so there is a land purchase in there.

MR. SHEPHERD:  Okay.  All right.  So you've got a million in here for land that you are not actually going to use for the ratepayers until when?

MR. MACUMBER:  I would say once we purchase land, it's for the benefit of ratepayers in the future.

MR. SHEPHERD:  Not providing them any benefit?

MR. MACUMBER:  Well, I would say, yes, it provides the benefit for us to supply power to our customers.

MR. SHEPHERD:  From that land?

MR. MACUMBER:  In order to build a substation, we need to secure the land.

MR. AIKEN:  When do you expect to file -- sorry, to build those substations on those pieces of land?

MS. GIRVAN:  In-service?  When is the in-service dates?

MR. MACUMBER:  For the land for --

MR. SHEPHERD:  No, the substations.

MR. MACUMBER:  -- Duke -- I know.  The land is being purchased, or being proposed to be purchased in 2016.

The first station -- which is Mini Britannia, I believe we're calling it, is '18-'19, and Duke is '20-'21, over two years.  It takes roughly two years to build a substation.

MR. SHEPHERD:  So when you buy the transformer equipment for those, before you install it, are you proposing to put in put it into rate base when you buy it?

MR. MACUMBER:  No, we're proposing to put the land in rate base.  We are not proposing to put the stations in rate base until they're in service.

MR. SHEPHERD:  Why?  Why is it different?  You need to buy the land in advance so you can build a substation.  You need to buy the transformer in advance so you can put it in place.

Why aren’t they both in service as soon as you buy them?  I don’t understand.

[Witness panel confers]

MR. MACUMBER:  I guess the way we're approaching it is that land is an asset that has value, and distribution equipment needs to either be constructed.  And so we have assumed that land is part of the rate base, and not included in CIP.

MR. SHEPHERD:  You're aware of the recent Hydro Ottawa decision, in which the land for their new head office is not being put into service -- and not being included in rate base until the time that the head office is in service?

MR. CASS:  Well, Jay, I am aware of it, of course.  That was a settlement.

MR. SHEPHERD:  Yes.  And?

MR. CASS:  It was a settlement.

MR. SHEPHERD:  Okay, all right.  Well, I am just flagging the issue.

Anyway, back to the changes from the asset management plan to the current forecast.  You're doubling your spending in this area, and I am wondering, is there a change in the demographic forecast, the population, GDP, economic indicators, et cetera, underlying your plan from 2012 to now?  Do you have a different set of underlying factors that is driving this doubling of spending?

MR. BORAS:  So we're working closely with the City of Mississauga in basically determining the capacity needs in the downtown core.

What the City of Mississauga has done is they work -- they work with the consultant, Hanson, to develop the -- or to come up with the forecast for the demographics, including population, employment and housing, for the City of Mississauga.

Obviously, the Downtown 21 plan that the city is proposing is included in those forecasts, in terms of the demographics.

MR. SHEPHERD:  Sorry, what I was asking is, is the -- the current forecasts of population and business activity in the core, for example, is it different from the forecasts you were using in 2012?  And if so, how?

MR. BORAS:  The initial 2012 asset management plan, it's -- there was ongoing discussions with the city, in terms of the requirements for downtown core.

I can't speak to whether exactly there was a formalized plan, in terms of the requirements in downtown core.

Over the last year or so, our discussion with the city had identified that Downtown 21 is moving forward, and that requires additional capacity to service the downtown core.

MR. SHEPHERD:  Your asset management plan in 2012 was based on certain assumptions about population and economic activity in the city, is that right?

MR. BORAS:  That's correct.

MR. SHEPHERD:  And have those assumptions now changed?

MR. BORAS:  Yes.

MR. SHEPHERD:  Okay.  Can you then undertake to provide us with a list of what the material assumptions were in your 2012 asset management plan, and what the current assumptions are and how they have changed and why?

MR. MACUMBER:  I believe at the time when we put it together, we were still in negotiations with the city, or talks with the city about what kind of growth they anticipated.

I would say the major assumption is that now the load is starting to materialize, and we have to supply our customers with power.

There's no -- you're not looking at population, you're not looking at -- we're looking at what type of buildings are going to be built, and what type of load is required. And it has been determined that in order to supply the downtown core with the buildings that are being put up, is that the first station, Webb, needs to be put in service to be able to supply them with power.

Essentially, we've put a hold on that area of the city.  The developers can't build until we build the actual substation to service them.

So it's not just a change.  It is now that there's coming to fruition that people are actually building the buildings that we need to service.

So there's -- we're not going to go back in time and try to calculate what we thought in 2012 of when the growth was coming.  Now the growth is here, and we have to address it.

MR. SHEPHERD:  I am not disputing that, James.

What I am trying to understand is -- you're proposing a big increase in spending over your previous plan.  I am trying to understand whether that increase is because the external factors have changed from what you reasonably expected, or because you simply didn't plan it well enough in the first place, because obviously, the two things have different regulatory results.  So I am trying to understand which happened.

MR. MACUMBER:  Well, I would say in 2012 we were unsure of the year that the growth was going to occur.  So we couldn't put it in our plan until we knew when the growth was going to occur.

Now that the growth is there, we need to build a substation to build it.

I'm going to use my example of the other substation we've proposed in 2021.  We believe the growth will come based on their assumptions based on the city.

However, if the growth does not materialize, then we would not build the substation until the growth does come.

MR. SHEPHERD:  This is Duke you're talking about?

MR. MACUMBER:  Duke, sorry.

MR. SHEPHERD:  Okay.  And that is heartland?

MR. MACUMBER:  No, heartland -- Mini Orlando, the customer has indicated that the customers are going to be there and we're building the substation now.

MR. SHEPHERD:  That's Mini Brittania?

MR. MACUMBER:  No.  Mini Orlando is being built --

MR. SHEPHERD:  Mini Orlando?

MR. MACUMBER:  Mini Orlando is being built now and will be finished this year.

Webb is being -- we're in the process of getting the land, and we’ll be starting that substation to allow the developers to begin building the buildings.

Mini Brittania was identified during the regional planning session that Erindale is over and we need to secure the land for that.

Duke is another one.  Based on the city's plans of what is going to happen for growth in the downtown core, we've identified the land. But we will not build the station until the growth comes to service the customer.

MR. SHEPHERD:  Okay, thanks.  All right.  That was -- maybe we should go to the next line; that's enough for that line.  I understand.

MR. BORAS:  The next line item is the sub-transmission expansion.  As you can see there is a reduction of 2.5 million, and this is specifically with respect to the nature of our system currently in Mississauga.

So Mississauga has experienced a large growth over the '70s, '80s, and '90s, where a lot of our assets has been installed to support the growth in the city.

Our focus right now is, there is -- we're running out of greenfield spaces in some of the areas, and basically the sub-transmission expansion is -- there's not as much of a need to support sort of the sub-transmission capacity in certain areas, and we're re-focussing and actually renewing the sub-transmission.  So that means the main feeders, 44 and 27, 27.6 kV.

So I would tie the -- I would just point out the next line item, which is the sub-transmission renewal, and you can actually see an increase from -- in $4.2 million.  So basically the net difference is 1.7 million incremental being used for the sub-transmission renewal.

MR. SHEPHERD:  That is exactly where I was going with it.  So between the expansion and renewal you are actually increasing by 1.7 million, and yet renewal should be cheaper, right?

MR. BORAS:  Not necessarily.

MR. SHEPHERD:  Well, isn't that why you shift your direction from expanding to renewal, is to save costs?  Isn't that right?

MR. BORAS:  Well, one thing we know is, we have expanded our inspection program for all of our assets, including overhead and underground.  We're spending a lot more effort and we're improving the quality of the inspections to determine the condition of our assets and also collecting more detailed information.

With this -- the more detailed inspection data we're able to determine the condition of our assets and we're finding that we do have, you know, a large number of assets that need to be replaced, and therefore we're putting the effort into renewing those assets, because we want to make sure that, you know, those assets -- we continue to have a good reliability and also trusty safety environmental risk associated with the aging assets.  So for --

MR. SHEPHERD:  Okay.  I know we are jumping around a bit, but since you mentioned sub-transmission renewal, you had zero in your plan for 2016.  You spent zero in 2014.  What happened to suddenly make that zero $4.2 million?  It seems strange.

Normally when you see that you think, okay, that was in another category before.  But it wasn't in another category, right?  It is just new.  New spending.

[Witness panel confers]

MR. BORAS:  So just to -- just to clarify.  The -- initially when we went last time for this cost of service in 2013, the sub-transmission expansion line item did include the portion of it to be for the renewal.

And what we've done since then is, as introducing our asset management strategy group is, we realized that the renewal has to be tracked separately, so we're basically separating two line items.

So what you currently see for sub-transmission expansion being proposed for '16 is strictly the expansion efforts to support our system and the sub-transmission renewal specifically to renewing the sub-transmission assets.

MR. SHEPHERD:  So the sub-transmission expansion number of 2014 for -- of 3,514 is actually sub-transmission expansion and renewal?

MR. BORAS:  That's correct.

MR. SHEPHERD:  So now you are proposing, for that category, 6.8 million instead of 3.5 million?  Is that right?  Or, sorry, 6.6 million instead of 3.5 million.

MR. BORAS:  Yes.

MR. SHEPHERD:  Is that in your application somewhere?  Did you tell us that anywhere?  That you have changed that category?  I am going to ask you to undertake to show us where you said in the application this is a change in category.  Okay?

MR. BORAS:  Okay.

MR. LANNI:  Please mark that as Undertaking JT1.3.  Thank you.
UNDERTAKING NO. JT1.3:  TO PROVIDE THE APPLICATION REFERENCE TO THE SUB-TRANSMISSION EXPANSION AND RENEWAL.

MR. SHEPHERD:  So then the next item in system service is an increase in your SCADA program, and I am asking really two things.

First of all, you already planned in your asset management plan to ramp it up.  But you're ramping it up even more.  I'm not sure why.  And you are almost doubling what you spent in 2014.


So can you help us with that?  With both of those questions?  SCADA seems like the sort of thing that I would think that's pretty predictable.  You know how much it's going to cost.  You know what your program is over time.  So I don't understand what changed to make it more now.

MR. BORAS:  So going back to the initial discussion that we had is, the -- specifically when we went last time for the cost of service, the specific projects were identified for 2013 and '14.  Anything past that was based -- it was basically inflationary increase.

So where you see the 2012 asset management plan, the 2.6 million is basically inflationary number.  It wasn't based on a specific project.

With the SCADA and automation, what we recognize is that our system is basically continuing to age, and basically we have a limited number of resources available to renew our system.

So that could mean, you know, replacing underground cables, replacing the transformers and so on.  So in order to keep up and ensure that we have a fairly good reliability, we do have to spend a fair bit of money on the automation and inputting the SCADA to maintain the reliability.

MR. SHEPHERD:  Yeah, no, I understand that, thank you.

But I guess that was true in 2012 too.  You knew that in 2012 and, indeed, in 2014 when you spent $1.8 million you knew that.

So what I don't understand is why suddenly something's happened to make necessary to spend a lot more this year.

MR. BORAS:  Hmm-hmm.  So one of the other things -- what we're doing is, we have over 850 switchgears on our system.  Most of those switchgear units are actually manual.  So basically if there's a fault in the system, it will basically break that feeder, and for that reason we would have to send a trouble truck or a crew to basically do manual operation to basically divert the power.

What we are realizing -- I think other utilities are in the same boat -- is the automation plays an important part.  So automating -- we're basically putting more resources in automating our switchgear units that will basically allow us to automatically divert the power.

MR. SHEPHERD:  Okay.  That's distribution system 101, and we do understand that, but you understood that in 2012 too.  This is not new.  Right?

You understood that in 1995, let alone 2012.  Right?  I mean, this is not new.  So I am asking, what happened recently to change what you were going to spend in this area?

[Witness panel confers]

MR. BORAS:  So as I mentioned before is, we're ramping up with our inspection program.  So one of the things that we have actually also done is, we've inspected all of our switchgear units.

So some of the units do need to replacement, and we're strategically, as I mentioned earlier, looking at locations where putting the automation makes a whole lot of sense.

The information at our last cost of service was based on our limited data available to assess where those units should be going.

I think it's in the best interest is to find -- install more automation switchgear units.

So again, as I mentioned earlier, the inspection has allowed us to determine the condition of our switchgear units.  Some of them are old, reaching end-of-life, and we're basically looking to replace, and also to put automation to allow us to maintain reliability.

MR. SHEPHERD:  Ah.  So tell me whether this is right:  You're going to replace more switchgears, and so while you are replacing it, it makes sense to put in SCADA, and because you are replacing more switchgears you're putting in more SCADA systems.

MR. BORAS:  Where it makes sense.

MR. SHEPHERD:  Okay.  So --

MR. MACUMBER:  Sorry, I would just like to add.  One of the things we're finding for the customer in our reliability, it's steadily getting worse.  So what we have determined is, by putting automated switchgear in the field when there is a fault it can restore customers quicker.  So our reliability statistics are not harmed as much if it is a manual switch that fails --

MR. SHEPHERD:  And your O&M goes down too, right, because you don't need to send as many trouble trucks.

MR. MACUMBER:  Well, we still would probably have to send the trouble truck to figure out where the fault is.  But the concept would be is that our reliability -- we wouldn't be putting, you know, 2- or 3,000 customers out for an hour.  It would only be a few hundred based on where the fault is.

So I would say, no, not specifically my O&M would go down, but the amount of customers out and the prolonged period would decrease.  So by putting automation out in the field, by changing our switchgear, it helps with reliability and ensures that customers are not out as long as they would have been.

MR. SHEPHERD:  We're big fans of SCADA, so you're not going to get a disagreement on that.

MR. MACUMBER:  It is not the -- it's the switchgear out in the field that is able to read where the fault is and close by itself.

MR. SHEPHERD:  I understand.  The automated switchgear, yes.

So my question is, if you're -- what I am trying to understand is, are you putting in more -- is the increase in this budget line because you are replacing more switchgear or because you're converting existing switchgear into an automated recloser?

MR. MACUMBER:  That is the majority of the increase, yes.

MR. SHEPHERD:  The latter?

MR. MACUMBER:  Yes.

MR. SHEPHERD:  Okay, thank you.  Then can we move on to system renewal?

MR. BORAS:  So first line item that you see is the subdivision renewal program, specifically the variance of 2.4 million.

I just want to clarify, and I think this is going to be sort of -- and it's going to apply to a lot of these sections, just to give you a bit of context.

In 2013, our asset management strategy group has formed.  I was brought in in 2014, and my job was basically to develop detailed inspection programs that basically complied with the OEB's inspection requirements, and also putting -- making sure that our asset systems and asset records are correct, and are being updated to reflect what is actually in the field, because I think a lot of utilities are in the same boat.

In the case of Mississauga, we have seen a huge growth over the last three or four decades.  There has been a lot of equipment installed, and the focus has been on the installation of the equipment and providing reliability to the customer, and reliable power.

Now, with sort of our division in place, our job is making sure that we do have detailed inspections in place for all of our assets.

So in terms of subdivision renewal programs, what we realize is that there is a number of -- a large number of, you know, equipment that is getting old; this is specifically talking about subdivisions where we have old cables.  The technology used back in the day, specifically prior to late 1980s, was basically non-jacketed; it was direct-buried.  So that particular technology, you're not going to see the same life expectancy of that cable as the newer technology.

So we're actually seeing that, in this year in particular, over 60 percent of our equipment failure was with respect to cable faults.

So what we've actually done is we're inspecting our system, and we're using the data to basically look at locations where it makes sense to do a renewal program.  So we're incorporating our inspection records, we're looking at our asset condition assessment of our other assets, and we're looking where we have cable faults.

We're trying to identify clusters of areas where it makes sense to do a renewal program, because we don't want to have to be on an ongoing basis going back and keep replacing or repairing the cable faults, repairing transformers that have failed.

MR. SHEPHERD:  Let me just stop you, because you’ve got a lot of stuff in there and I want to make sure I understand it.

MR. BORAS:  Yes, sorry.

MR. SHEPHERD:  This is the subdivision renewal program, right?

MR. BORAS:  Yes.

MR. SHEPHERD:  These are mainly buried lines?  Is that right?

MR. BORAS:  That's correct.

MR. SHEPHERD:  And so inspections are not what's driving the changes, right, because you can't inspect the direct buried line, right?

MR. BORAS:  Well, we inspect the underground transformers, so we inspect the switchgears.  So that would be part of the subdivision renewal program as well.

MR. SHEPHERD:  Your answer was just all about cables. So now you're saying, well, this is not about cables?  This is about --

MR. BORAS:  No, I am just clarifying the point that part of the subdivision renewal is cables.  When we looked at a particular to do a rebuild, we look at -- as I said, we look at cable faults.  We look at transformers that might be leaking, that might have a PCB content which means we have to replace it.

MR. SHEPHERD:  So you still have some PCBs in your system?

MR. BORAS:  Yes, that's correct.

MR. SHEPHERD:  I thought everybody had gotten rid of those by now.

MR. BORAS:  I cannot speak for other utilities, but we do have PCB, which we're practically replacing.

MR. SHEPHERD:  Isn't there some regulation that requires you to get rid of them?

MR. BORAS:  I believe there is, and I think -- I think it is the regulation -- don't quote me on it, but I believe it is 2025 to replace all of the transformers that have PCB concentration higher than --

MR. MACUMBER:  I'm not a --

MR. BORAS:  I believe it is anything that is larger than -- more than 50 ppm concentration for PCB has to be done by 2025.

MR. SHEPHERD:  Oh, 2025.

MR. BORAS:  Yes.

MR. SHEPHERD:  So you are still complying with that regulation?

MR. BORAS:  Yes.

MR. SHEPHERD:  Okay.

MR. BORAS:  Just to add to that, you will see that under the transformer replacement item.

MR. SHEPHERD:  Yes, I understand, and we're going to get to that in a second.  But I am still trying to understand subdivision renewal.

MR. BORAS:  Sure.

MR. SHEPHERD:  This is about your inspection practices and your asset management improving since 2012.  You simply made your system of oversight of this area better, and as a result, you identified more you need to do.  Is that right?

[Witness panel confers]

MR. BORAS:  So, yes.  We have more information and basically, as you mentioned, is we're doing a lot more of the inspections.

We are working with a third party contractor to develop our asset condition assessment.  It gives us an idea of what condition our assets are in, and we're using that information to drive the subdivision renewal program.

So we have --

MR. SHEPHERD:  You have a new ACA?

MR. BORAS:  What's that?

MR. SHEPHERD:  You have a new asset condition assessment?

MR. BORAS:  We do.

MR. SHEPHERD:  Is it filed?

MR. BORAS:  Yes, we filed -- I just want to clarify.  We filed the ACA that is based on our data up to end of 2014, and also we’ve submitted one for 2013, and I believe there was an interrogatory to provide the one that is based on the data up to the end of 2012.

So when I say up to end of 2014, I'm referring specifically to the 2014 asset condition assessment report.

MR. SHEPHERD:  But you have something since then, right?  Or is that the -- you filed the latest one?

MR. BORAS:  We filed the latest one.  We will be working on the 2015 asset condition assessment that will be based on 2015 data.

MR. SHEPHERD:  So it sounds to me, and tell me whether this is right, that this is really -- at least in this area, and I think we're going to find it is in several of the other renewal areas -- this is sort of a permanent change in your level of spending, right?  You're going to have to spend more than you originally planned in your 2012 PMP on a regular basis; not just this year, next year and the year after, and so on.

MR. MACUMBER:  When we’ve put our long-term plan together and after reviewing the asset condition assessment and the factors that Branko mentioned, either a leaking transformer or reached the end of its useful life, when we factored it all in, yes, we anticipate the spending level for renewing our assets on -- I guess more on a proactive basis to get to a point where our assets don't deteriorate, that we won't be able to fix or secure the resources or the funding to be able to do it when they actually fail, yes, the spending has increased over the last time we put together a plan.

MR. SHEPHERD:  Well, my question is a different one, James.

My question is -- you are proposing an increase in the spending in 2016.

MR. MACUMBER:  Hmm-hmm.

MR. SHEPHERD:  I understand part of that is this Hydro One payment.  Leave that aside; I am talking about the rest of it.

MR. MACUMBER:  Hmm-hmm.

MR. SHEPHERD:  That increase, it sounds to me like you're going to need a similar increase in 2017 and 2018 and 2019, because this problem is not going to go away, right?

MR. MACUMBER:  I wouldn't say a similar increase.  I believe right now the level that we're proposing in 2016 will continue.  But to increase it beyond that, A, there's other constraints like cash flow, resources to actually do the work, and then the rate impact to customers.

We understand those factors.  And to have a significant increase in the future, based beyond this point, we don't foresee in our plan that it's doable.

MR. SHEPHERD:  So you've said in your response, in fact, to the interrogatory -- remember the interrogatory, 2 Staff 4?  You said that this additional spending is expected to continue for 2016 to 2025 at this sort of level, right?

MR. MACUMBER:  Correct.

MR. SHEPHERD:  Okay.  So then are we going to see another ICM application next year, and the year after, and the year after that?

MR. MACUMBER:  I think Gia mentioned earlier, I think we're right now scheduled to come in for a cost of service.

MS. DeJULIO:  You know what?  We haven't made a decision on that yet, Jay.  We are looking at all of the options.

We were intrigued by the Board's letter that came out at the end of December, noting that 2017 filers could ask for an extension, you know, a delay for one year.  So we sort of -- we sat up and took notice of that.  But we haven't decided.  We could still do a cost of service for 2017, and that's where we are.

MR. SHEPHERD:  Here's where I am going with this question -- and I am sure this is going to come up again and again in some of these system renewal categories, so I might as well just deal with it once.

It sounds to me like you have a custom IR situation, where you have a situation where you need -- you have an ongoing multi-year capital program that you want to do and the Board has a system for that, custom IR.

And the Board specifically says ICM is not the answer for that.  So I don't understand why this is an ICM application rather than a custom IR.

MS. DeJULIO:  A custom IR is a five-year application and we were not prepared to file a five-year application in August.

We could not put enough detail together for all of the five years.  We certainly have, you know, forecast what our total spend is.  And as James just told you, we know we have some limitations on what we can spend over those five years.  And frankly, an ICM -- sorry, a custom IR, in my understanding, also is, you know, a change in that capital spending, you know, more erratic spending.

As James said, we're asking, yes, for a significant increase for 2016, but it's probably going to stay at that level for the next four or five years, and so it isn't really erratic.

And what did -- of course, what the anomaly is here is the Hydro One payments there.

MR. SHEPHERD:  Okay, thank you.  Let me come back to the table then if I can find it.  Sorry, I understand subdivision renewal.  So can you talk about overhead distribution renewal?  Is this basically the same answer?

MR. BORAS:  Yes.  I think it would be along the lines -- same lines that we do -- we basically have gone back and, as I mentioned, we have ramped up our inspections.

I just want to provide a bit of a context.  I think it might benefit the intervenors and the Board.

In our Distribution System Plan, we talked about the subdivision renewal.  If you look at page 207 of our interrogatory responses, we are providing --

MR. SHEPHERD:  We don't have the pages, so perhaps you could tell us what --

MR. BORAS:  I think Judy can bring it up.

MR. SHEPHERD:  -- what interrogatory it is.

MR. BORAS:  Because I think it will sort of give you more of a visual information what is it that we're talking --

MR. SHEPHERD:  Tell us which interrogatory response it is.

MR. BORAS:  It would be Staff 15, supplementary Staff 15.  Page 207.

MR. MACUMBER:  The Distribution System Plan.

MR. BORAS:  So Jay, I just want to give a bit of a context in terms of both the underground and the overhead renewal program.  I think the visual information might assist.

MR. SHEPHERD:  Okay, that's fine.

MR. BORAS:  It's coming.

MR. SHEPHERD:  Sorry, it is page 207 of the plan or page 207 of the PDF --

MR. BORAS:  Page 207 of the interrogatory responses, supplementary staff 15.  And it is page 191 of the Distribution System Plan, specifically.

MR. SHEPHERD:  Oh, okay.  Because there's three page numbers on this page.  And you say it is page 191 of the DSP?

MR. BORAS:  Yes.

MR. SHEPHERD:  Okay.  I have it.  With the picture of the proposed...


Oh, okay, I see.  It is actually page 287 of the PDF.

MR. BORAS:  Okay.  Can we zoom in a little bit?  Okay.  If you look at the screens, I think it will give you a bit more idea.  So this is what we're exactly talking about, is we have put in place detailed inspection programs for our transformers, including underground, overhead vaults.

We have gone back, we have -- over the period of 2014 and '15 we have numbered all of our poles, 22,000 of them, and we also inspected the condition of those poles and as well collected the detailed attributes in terms of what's on those poles, in terms of, you know, the hydro pole, you know, does it have a transformer, does it have a switch, and so on.

So basically what we're doing is we're realizing and recognize in order to have a sound asset management plan, have a good idea of where is it that we need to, you know, put our efforts and resources, we need to have a good data, and that includes having detailed inspections done.

We've gone back.  We've phased out use of paper forms.  We're using recognized tablets, trained -- provided detailed training to our inspectors, and we basically have gone and inspected a lot of our assets.

So we're using that data and we're actually inputting that information into our asset systems, and we're using that to drive selection of projects both for the underground and overhead.

So what you actually see on that map is -- unfortunately you can't see the legend on the right, and this is what I was referring to earlier, is that we're not just looking at, you know, the age of transformers, because we also have to recognize that the age is not the only factor.

We also have to look at, you know, is that particular transformer leaking?  Does it have a PCB contact?  Do we have cable faults in that particular area?  What's the asset condition?

So we're using this information to identify locations where we should be putting our efforts in order to maintain reliability and also address other risk associated with our system and which forms a part of the asset management plan in terms of --

MR. SHEPHERD:  Can you answer a question about this?

MR. BORAS:  Yes.

MR. SHEPHERD:  I'm looking at the legend in the bottom right-hand corner.

MR. BORAS:  Hmm-hmm.

MR. SHEPHERD:  And the bottom, where the red, blue, teal or whatever that is, various colours are.

MR. BORAS:  Hmm-hmm.

MR. SHEPHERD:  Is labelled "worst single-phase pad-mount transformers", and it has 1- to 200, 200 to 400, and so on.

MR. BORAS:  Hmm-hmm.

MR. SHEPHERD:  What does that mean?

MR. BORAS:  It is funny that you say, because we have actually had our internal staff -- some of the internal staff asking what that means.

So really what it means is the worst performing transformer.  So it is a ranking system.  So number one basically is identifying location of transformers that have, you know, experienced outages and -- due to failure and so on.

MR. SHEPHERD:  So it is worst on the basis of failures.

MR. BORAS:  Yes.

MR. SHEPHERD:  So you have transformers that regularly fail?

MR. BORAS:  I wouldn't say regularly fail.  We track the information in our outage management system, and we're using that data to identify geographically where those locations are.

MR. SHEPHERD:  No, no.  These are -- these boxes are identifying actual transformers, right?

MR. MACUMBER:  It's not that the transformer has failed.  It is the transformer has experienced an outage.

MR. SHEPHERD:  But the outage might not have anything to do with the transformer.

MR. MACUMBER:  No.  We do different analysis on our reliability.  So whether or not it is a cable fault or the various codes of why things fail, we do worst performing feeder, we look at the transformers when they're out.  We're trying to narrow down what pockets of customers are being affected by the outage.

So whether or not a transformer -- regardless of what it is, if the transformer is out the customers in that area experience an outage.

MR. SHEPHERD:  Sorry, what I am trying to understand, James, is you have this -- the 200 worst single-phase pad-mounted transformers, all right?  Why are they the worst?  It's not because they're in the worst condition, right?

MR. MACUMBER:  It might be.  From this analysis, from the reliability, is that these people in the red pockets are experiencing the most outages on that transformer.

MR. SHEPHERD:  But it may have not to do with the transformer?  So this doesn't tell you anything about the health of the transformer?

MR. MACUMBER:  No, but it helps us narrow down to where is the outages occurring, which cables are the most at fault, who experiences the most outage?

When we look at doing a rebuild, like Branko said, there is various factors that go into it.  But one of the things we're also looking at is which customer is being affected by an outage because our concept or our responsibility is to distribute power reliably and safely.

So one of the things we look at is who is not getting

reliable power.

MR. SHEPHERD:  In the upper right corner of your

map --

MR. BORAS:  Yes.

MR. SHEPHERD:  Right?  You see a whole pile of red transformers.  That's the 200 worst transformers; there must be 30 of them in that corner, right?

MR. MACUMBER:  Well, yes.

MR. SHEPHERD:  But they're not the actual worst transformers, because you don't know whether those transformers are good or bad, right?

MR. MACUMBER:  We have a condition assessment on our transformers, and we have done detailed inspections.  We know which ones actually have to be replaced because they're leaking or for another reason.  So we know the condition of our assets.

All we're trying to do in this scenario is, with all of those factors in place, what other factors do you need to consider when we're doing a subdivision rebuild.

So if they're experiencing a lot of outages -- it might not be the transformer; you're correct.  But if the cable in that area is bad, we need to identify which transformers are out.

MR. SHEPHERD:  So when Branko said go look at this, this is not about inspections of transformers, even though it's identifying individual transformers.

But that red area means that customers in that area have received a disproportionate number of outages, and so that's an area you want to focus on.  Is that fair?

MR. BORAS:  Well, I would just add -- what we were looking at in terms of the red area, yes, you're correct.  These customers, from a reliability point of view, have experienced a large number of outages.  But that's why we're also including subsequent information.  So we actually look in on the legend on the side.  We're also collecting the health index.

So we want to know where do we have transformers that are in a very poor or poor condition that were identified through asset condition assessment.  So this is where we would look at, you know, the age of those transformers, the inspections and so on.  It would determine what kind of condition they are in.

So back to your point, when we say worst transformers, it is one of the criteria we're looking at from a reliability point of view that we're trying to address.  But there are other factors, such as, you know, looking at transformers that if they fail, you know, are they going to pose a safety or environmental risk to the customers.

We recognize that our underground transformers carry a lot of oil.  In some instances for older units that are older than 1984, they contain PCB.

So also here we also identified locations that have PCB content.  Also we're looking at locations where we might just be having transformers that are leaking, whether it has or it does not have PCB content which forms an environmental risk to us.

MR. SHEPHERD:  So looking at that upper right quadrant right up here in the top corner -- and I have the advantage that I have expanded it to 400 percent, so I can actually see it.  All that red, those are all -- your worst 200 transformer locations, and the blue is the next 200.  So the red and the blue is bad, bad, bad.

But I don't see a lot of -- I don't see any of the heavily leaking stuff, and I don't see any of the high PCB stuff.  So doesn't that suggest that then you have problems in that area, but they're not transformers?

MR. BORAS:  Yeah, it could be.  And we're not saying that -- you know, if you look at the other parts of the city you know, there’s areas -- and this is the whole point of this exercise is that through detailed inspections and collecting of data, we can now assess where do we have issues and what are sort of the biggest risks.

So you are correct.  Without me sort of zooming in, on the Malton area there is a lot of red, so it is driven by sort of a reliability, poor reliability performance.

But there are other parts of the city where we need to look at, you know, do we have reliability concerns?  Do we have leaking transformers that we need to pull out, which may require remediation, and do we have cable faults.

So those are the things that we use in determining subdivision renewals.

MR. SHEPHERD:  I am going to have some more questions about this, but do you want to take a break?

MR. LANNI:  That's fine with everyone else in the room?

MR. SHEPHERD:  Do you want to finish your answer on that first thing, or --

MR. BORAS:  Maybe, if you want, we can finish up the overhead renewal, because the two tie in.

MR. SHEPHERD:  Okay.

MR. BORAS:  And then call it -- and then maybe we could have a break.

So basically, if you go -- this is kind of showing the underground, because we talked about underground renewals.  I just want to give you sort of a same basis.

If you turn to page 119 of the supplementary Staff 15,

it is 119 of 219.  It's 119 -- scroll down.

MS. DeJULIO:  You're at 108?  199 in the PDF.

MR. BORAS:  Okay.  So what you actually see on this map is specific to the inspections done on our overhead assets.

What we're showing on this map is the inspections for our poles, and what you can see actually is the pole condition identified during the inspections.

So as you can see, the south part of Mississauga is sort of an older area, specifically Port Credit, and you can see a number of poles that are in poor condition.

So this is the information that we're actually using to drive our distribution renewal program.  Specifically in this particular application, we have a better idea where we have poles in a poor condition, and those are the ones that we're addressing.

Specifically, we have -- we inspected those 22,000 poles, during which time we inspected them and numbered them.  And we actually find over 1,000 of those poles are in poor condition.  So those are the poles that have rotting, leaning, they have big cavities and they're actually posing a risk, not just from a reliability point of view, but also from a safety point of view.

And if they have transformers and if the pole is to fall down, it could be potentially environmental risk where you could have transformers leaking upon the failure.

MR. SHEPHERD:  Do you have a record of how many poles fell down per year over the last ten years?

MR. BORAS:  I believe there was an interrogatory talking specifically about pole failures.  We currently do not; our system is not able to track specific failures.

But what we do recognize is that we need to take out the detailed inspections in order to determine the condition of the pole, and address that before the pole actually fails.

MR. SHEPHERD:  No, I understand that.  My question is: Is there a known relationship between pole condition and pole failures?

MR. MACUMBER:  I would do it the other way.  We just put up a picture of one of the poles that we actually inspected, did a riskograph testing on it, and cut it down to see what the condition of the pole is.

I wouldn't say so much as a pole failure is something that we have tracked specifically.  But I would say by inspecting our poles, knowing the condition of our assets, we're going to proactively change them before they fall down and endanger the public or cause an outage, or environmental damage, as Branko mentioned, about a transformer being on the pole and leaking oil.

It would not be our intention to let a pole fail, unless there was some kind of natural event that caused it to go down or somebody hit it.  But if we determine that the pole was rotten, it wouldn't be prudent for us to leave it there.

MR. SHEPHERD:  Understood.  But my question is a different one.

You're identifying -- let's say you identify 1,000 poles, and you say these ones we have to fix, we have to replace urgently, and your past history is that 100 poles fail a year.

That suggests that your urgency calculation is incorrect, because if only 100 poles fail a year, then there's probably not much more than 100 poles that urgently have to be replaced, and if you got 1,000, you're way out of line.  So that is what I am trying to get the relationship with.

MR. MACUMBER:  I still think we would replace the poles.  If we determined it was unsafe for the public, we would EnTRAC whether or not the poles failed in the past specifically for pole failure.

But based on the data that we have and based on – I’m just showing you the picture that we have here, it is not prudent for us to assume that we should just run it to failure, when we know that with any particular storm, this could come down and cause damage to somebody's property or hurt somebody.  We've determined that we should replace these poles.

MR. SHEPHERD:  I am not proposing you run things to failure.  That was not my question.

MS. DeJULIO:  But, Jay, you know, you're making a very, very huge leap that because last year there was 100 poles that fell, that there will be 100 poles this year.  I mean, there is no logic in that, because poles have -- you know, we have many of a certain era that were built or installed, and then we have maybe many, many more that were installed in a later era or earlier era, so, you know, it is not a direct line from one year to the next.

MR. SHEPHERD:  Understood, but if you had 20 years of data, then you would be able to see some trends.  That's my point.

MR. MACUMBER:  I would be more inclined to say, if you know the condition of your poles and you know what needs to be replaced, you can spread it out smoothly to replace them on a given basis and tackle the worst ones first, that poles will deteriorate.

MR. SHEPHERD:  Right.  Understood.

MR. BORAS:  And I just want to add, in terms of what I mentioned, over 1,000 poles that we have actually found that were in poor condition, we did find through analysis that, you know, 80 percent of those poles are older than 45 years.  So we know these poles need to be replaced, and we're finding that they're usually in --

MR. SHEPHERD:  Sorry, why is that?


MR. BORAS:  Sorry?


MR. SHEPHERD:  Why is that?  Because they're older than 45 years they have to be replaced?

MR. BORAS:  No, no, no.  We're finding, as I mentioned, we found that the condition of those poles is poor.  We're finding that they have cavities.  They're prone -- they're actually -- they may fail.  But I am just giving you a bit of more information in terms of the age of those transformers.

So we are finding that, you know, they're really old.  The idea is not failure analysis.  What you are suggesting is -- I think it makes sense, but I think that is one of the things that supplements our sort of analysis.

But back to James' point, is we are looking at the condition of those poles, determine which need to be -- which needs to be replaced.

MR. SHEPHERD:  And the determination for any individual pole, does it need to be replaced, what condition is it, that is an engineering judgment or a technical judgment that your field person decides, right?

MR. BORAS:  That's correct.  So we would have the inspector, who has been trained on doing overhead inspections, and they would determine, you know, the particular condition of that pole.

So as James mentioned, we do resistograph testing, which is basically sort of like -- almost like a fancy drill, but basically it determines the cavity of a particular pole.

So in this case actually the pole that you actually see here was determined to have a large cavity, so -- and these are the poles that we're trying to address and remove from our system.

And it's dependent.  You know, like, talking about the failure analysis, there's many factors that could determine whether that pole falls down or not.  You know, maybe this pole will last a year, but, you know, we don't know.  We don't have enough information to determine, but we do know, based on our asset management process and the fact that we're doing a condition assessment, is there is a risk of failure, and we need to address it.

MR. SHEPHERD:  And that risk of failure is based on judgment.  It's not based on a specific set of empirical criteria, is it?

MR. MACUMBER:  Well, I would say that after we've done their visual inspection, we've recorded all the information, and we determined some were poor, very poor, we did further testing with the resistograph to essentially say that it failed the test.

So to say that there is no evidence, I would disagree with, saying that we do have evidence that they're in poor condition, and we confirmed it.

This is an example where we confirmed that it was poor, removed the pole, and proved that it was poor.

So I think all we're suggesting is, is that we have a number of poles that need to be replaced, to be prudent it would be best to replace them before they fail, and we do have evidence that they're poor, and that we have a plan to proactively replace them before they harm the public or cause safety concerns or cause an outage.

MR. SHEPHERD:  All right.  So that deals, then, with overhead distribution renewal and sustainment?

MR. BORAS:  That's correct.

MR. SHEPHERD:  And so the reason why that's increasing from 2.7 million to 6.1 million over your plan is because you've done more inspections and you feel that your poles are in worse shape than you thought they were?

MR. BORAS:  And we're also -- we're not just basing on inspections.  We're using this information to develop the asset condition assessments.

So if you actually look at our 2014 asset condition report that was submitted as part of the evidence, you can actually see the progressions.  With 2014 we do have more information in terms of inspections for overhead assets, and you can actually see sort of deterioration of the asset condition or health index for poles.

MR. SHEPHERD:  Well, okay.  That is not a deterioration of the poles themselves, right?  It is a deterioration in your assessment of their condition.

MR. MACUMBER:  I would say originally the poles were based on our asset condition, were based on age and age alone.  Now we've got better records and we based it on the actual condition of the assets.

So the assets were probably in poor condition before.  Now we have the information to say, yes, they're in poor condition.

MR. SHEPHERD:  Awesome.  So overhead distribution renewal and sustainment, that is not all poles, right, that is poles and cables and pole-mounted transformers and all that stuff?

MR. BORAS:  That's correct.

MR. SHEPHERD:  And is it driven by the need to replace the poles, mainly?  Or is it driven by other things, mainly --

MR. BORAS:  Well, similar to the underground subdivision renewal and the amount that we looked at earlier, we will look at other factors.  So we will look at, do we have, you know, a transformer that has -- overhead transformer that has PCB, you know, is this a particular leaking transformer, so that we would look at other criteria.  It wouldn't just be specifically just to the pole condition.

MR. SHEPHERD:  Well, but isn't transformer under transformer replacement?

MR. BORAS:  So basically we have -- in our distribution system plan we have identified there's a two-tier approach.  So we're trying to create efficiencies by looking at clusters where this might -- a particular area might qualify for a particular rebuild.

So if we have a pole line that's in a very poor condition, it has transformers that are either leaking or have a PCB, we would potentially look at that particular area for a subdivision.

The one-off replacements for -- you know, whether it is a transformer is leaking, reach end-of-life, or has a PCB contact, would be captured under transformer replacements.

MR. SHEPHERD:  I'm asking a different question.  You have a line transformer replacement where you spent $12.6 million last year -- or, sorry, in 2014.  And it's a big increase.


When you replace a transformer as part of refurbishing a feeder, you have a feeder with a bunch of poles that are in bad shape and the transformers have to be replaced too and cables have to be replaced, you do the whole feeder, right, and you do this, right, that's what you're saying?

MR. BORAS:  Yes.

MR. SHEPHERD:  The replacement of that transformer, which line is it in?  Overhead distribution renewal or transformer replacement?

MR. BORAS:  It would be overhead distribution renewal.

MR. SHEPHERD:  So we have transformer replacements in both lines.

MR. BORAS:  That's correct.

MR. SHEPHERD:  And presumably we have them in subdivision renewal, too.

MR. BORAS:  That's correct.

MR. SHEPHERD:  And in underground distribution renewal.

MR. BORAS:  That's correct.

MR. SHEPHERD:  Do we have a total for transformer replacements anywhere?

MR. BORAS:  Sorry, can you repeat that?

MR. SHEPHERD:  Do we have a total for transformer replacements proposed for this year of all the various ways the -- places where it is in this budget?

[Witness panel confers]

MR. BORAS:  Just give us a second.

MR. BORAS:  I believe there was one in the IRs that...

MR. SHEPHERD:  Well, I wondered about that.  As soon as I asked it I thought, didn't I see this somewhere?

MR. BORAS:  Yeah, yeah, I think there is.


Sorry, did you hear me, or...

MR. SHEPHERD:  No, I heard you, but the court reporter -- Teresa may not have.

[Laughter]

MR. BORAS:  There is a particular area, I believe, that asked for the total transformer replacements.

MR. SHEPHERD:  We will find it at the break.  That's fine.  You don't need to do it now.

MR. LANNI:  It is just before 11:15.  We can break until 11:30 if that is fine with everybody?  Great.  Thank you.

MS. SCOTT:  Randy, are you going to stay on the line or are you going to call back in?

MR. AIKEN:  I will call back in.  At 11:30, right?

MS. SCOTT:  Yes.  Thanks.

--- Recess taken at 11:15 a.m.
--- On resuming at 11:30 a.m.

MR. LANNI:  All right.  We are all back and we're ready to begin after the break.  Jay...

MR. SHEPHERD:  Well, is this -- what you're showing on the screen, is this the transformer answer?

MR. MASTERS:  Yes.  This shows the number of transformers for both overhead and underground, as well as how much we --

MR. SHEPHERD:  And what is the evidence reference?

MR. MASTERS:  It was AMPCO 12 in our interrogatory responses, the first interrogatory responses.
Questions by Mr. Shepherd:

MR. SHEPHERD:  Thanks.  All right.  So let me go back to the comparison between your asset management plan and your current proposal.

You have dealt with the various renewal components.  I did want to ask specifically about underground distribution renewal, because you're not increasing that anywhere near as much as the others.  Why is that?

MR. BORAS:  Sorry, Jay, can you repeat the question?

MR. SHEPHERD:  Yes, underground distribution renewal is not increasing as much as any of the others.  You've got -- most of the others are increasing by 100 percent, 50 percent, like that.

And then this one is increasing by 15 percent.  I don't understand why.

MR. BORAS:  So just give me a second until we get the sheet up on the --

MR. SHEPHERD:  They're connected.

MR. BORAS:  Back on air.  So you're referring specifically to the underground distribution renewal and sustainment?

MR. SHEPHERD:  Yes.

MR. BORAS:  Your question is why is it not increasing considerably compared to the other line items?

MR. SHEPHERD:  Yes.

MR. BORAS:  So this is specifically -- I believe I mentioned earlier it is specifically to spot replacements of transformers, and also the associated accessories.

MR. SHEPHERD:  You have transformer replacement.  That is the spot replacements of transformers, right?  Underground distribution renewal is not spot replacement of transformers, is it?

MR. MASTERS:  Yes, this one doesn't have the transformers in it.  The transformers are in all of the other buckets, but this one is more the spot replacement of primary and secondary cables and the associated accessories.

MR. BORAS:  Sorry, that was my mistake.

MR. SHEPHERD:  So overhead distribution renewal you are more than doubling.  And underground distribution renewal, you're adding 15 percent.  Why is that?

[Witness panel confers]

MR. MASTERS:  I guess the doubling you're referring to is what we said in 2012 versus 2016?

MR. SHEPHERD:  No, sorry.  In overhead distribution renewal, your asset management -- yes, that's right, sorry, your plan and then --

MR. MASTERS:  Back in 2012, what we said we would do in 2016 versus what we're saying now?

MR. SHEPHERD:  Yes.

MR. MASTERS:  So back then -- I will say back then we weren't -- things weren't planned out specifically.  Like we were based on what we were doing at that time, ramping things up so slowly --

MR. SHEPHERD:  Let me stop you here for a second, because I don't want to ask again about overhead distribution; I'm asking about underground distribution.

I understand why overhead distribution increased so much.  I don't understand why underground distribution didn't increase by just as much.

MR. MACUMBER:  I would say if you look at our 2014 actuals there, 3848, that that is a better comparison than the one of 2012 and what we said we were going to do in 2016.

So in actual fact, we're actually projecting in 2016 to spend a little bit less than what we did in 2014.

MR. SHEPHERD:  Okay.  So why is that?  Why are you not spending more on this like you are on everything else?

MR. MACUMBER:  This one here is like -- as Chris said, it is a spot replacement, a secondary and primary when it actually fails, or any other kind of accessories for underground equipment.

It's hard to determine when it actually happens, when failures occur that we've got to go out and fix it with capital.  But we've projected it, based on a similar type of trend going into the future, that things will fail and that we'll have to do spot replacements that are unplanned.

MR. SHEPHERD:  It is true, isn't it, that you can't inspect the underground distribution system as easily as the overhead system, right?

MR. MACUMBER:  I think that is what we're agreeing to.

What we're saying is that it will continue to fail, based on the asset condition of the assets.  And we project that we're going to have to replace certain assets, because they will fail.

MR. SHEPHERD:  So in your underground distribution system then, your renewal is based on your failure pattern.  But in your overhead distribution, you've moved from that approach to an inspection and condition approach.  Is that fair?

MR. MACUMBER:  I would say for our subdivision renewal and overhead renewal, we have better information and we understand that our condition of our assets need to be replaced at a much quicker pace.

What we're saying is by doing that, then we can keep the spot replacement of capital in check.

MR. SHEPHERD:  No, underground distribution is a different system, right?

MR. MACUMBER:  No.  What I said was, our underground and overhead system, because we have better information and better condition assessment of our assets and the failure histories of our cables that we need to replace overhead and underground, I'm saying the underground distribution renewal and sustainment, the spot replacement of cables that are failing will be in check because we're planning on replacing more equipment out in the field.

MR. SHEPHERD:  Maybe I am not understanding the categories correctly.

In overhead distribution, that is both spot replacements and planned replacements, right?

[Witness panel confers]

MR. MASTERS:  Yes, within that bucket of the overhead rebuilds.  Sometimes if we go out to fix a pole, we're going to fix out an error, we will find more is there that needs to be rebuilt.  So that is where you will get the unplanned replacements in that program.

MR. SHEPHERD:  But in underground distribution, you don't have a planned replacement; you only have a reactive replacement.  Is that right?

MR. MASTERS:  For that bucket, yes, that smaller bucket.

MR. SHEPHERD:  So where is the planned underground distribution renewal?  What bucket is that in?

MR. MASTERS:  Your subdivision renewal.

MR. SHEPHERD:  So you only have underground in subdivisions?

MR. MASTERS:  That's where the bulk of it will be.

MR. SHEPHERD:  So if you underground in an industrial area, for example, and you decide it is time to replace that -- it's, you know, 285 years old -- what bucket is that in?

MR. MASTERS:  That would still be in a subdivision.  Like we're picking a specific area of the city to rebuild.

MR. SHEPHERD:  Okay.  So do I understand right, then -- tell me whether I am getting this.

Subdivision and underground distribution renewal are basically the two components of underground renewal.  It's split up, whereas overhead renewal is all in one bucket, overhead distribution renewal, is that right?

MR. MASTERS:  Yes.

MR. MACUMBER:  I would also say that some of the sub-transmission renewal would be considered overhead as well, right.  A lot of the 44 kV would be in there that we're renewing, would be overhead.

MR. SHEPHERD:  Well, but you don't have -- in your underground, you don't have any 44 kV?

MR. MACUMBER:  There would be spots where we've put 44 underground.

MR. SHEPHERD:  But that would be in sub-transmission renewal, right?

MR. MACUMBER:  The way I would look at it is that subdivision renewal and the underground renewal, both of those would be considered underground renewal programs.  And the overhead mostly would be in sub-transmission and the overhead distribution renewal.

MR. SHEPHERD:  Then transformer replacement is one-offs of --

MR. MACUMBER:  No, transformer replacements is a planned program where we're replacing transformers that have deemed to have reached the end of their useful live, are leaking oil, or contain PCBs, so that we're changing oil before they fail and leak oil.

MR. SHEPHERD:  And the reason why that's gone from 1.5 million in your previous plan to seven million now -- and 12 million last year, in fact -- is because you got more inspections and you realized you have more in bad shape?

MR. MACUMBER:  Yes.  We have determined, based on our complete inspection of every transformer, the better records, is that we have a number of transformers that are leaking oil and it's contaminating the environment.  And we're replacing them and cleaning up the soil.

MR. SHEPHERD:  Are you trying to replace every transformer that leaks?

MR. MACUMBER:  We are -- if a transformer is leaking oil, yes, we will be changing it out and cleaning up the soil if remediation is required.

MR. SHEPHERD:  Can you tell me whether that's a practice that other LDCs follow?  Because the reason I ask that is because we've seen lots of other asset management plans, and none of them say everything that leaks oil has to be replaced.  None of them.

MR. MACUMBER:  Well, I can't speak for other utilities.  I know that our board is concerned that if a transformer is leaking oil, that it is harming the environment.  We do soil-testing to confirm if it needs to be remediated, the soil, and we're changing out the transformer for the betterment of the people of Mississauga and for our system, so that if it is leaking oil eventually it will probably fail and cause a reliability issue as well.

MR. SHEPHERD:  Okay.  Before we leave system renewal, can you briefly describe what emergency replacement program is?  The reason why I ask this is because your asset management plan had zero for this, and so this is a new program, right?

MR. MACUMBER:  It is not a new program.  It would have been included in the other components before.  Essentially, we're just tracking separately when people hit poles, accidents, when a trouble truck has to go out and fix something because an event occurred out in the system.

MR. SHEPHERD:  So this would otherwise have been in overhead distribution?

MR. MACUMBER:  Or underground or transformer, depending on what the person hit or what happened.  So emergency replacement may contain poles, transformers, cable, depending on what actually happens out in the field.

MR. MASTERS:  So the underground would be the pad-mount transformers that they're hitting?

MR. MACUMBER:  We have had lots of people in the winter slide off and hit a transformer, and we have to go replace it in the middle of the night or something.

MR. SHEPHERD:  Or if you have, like, flooding of an underground vault, that would be under emergency replacement?

MR. MACUMBER:  I don't believe we put that there.  We would put that in overhead or underground.  These are for emergency replacements.  We're trying to specifically track when people actually affect our system.

MR. SHEPHERD:  So -- all right.  Now let me go to system access, and I think we can go through this a little faster, probably.

The road projects, there is a -- that's a specific project?

MR. MASTERS:  Well, one half of it is related to the QEW between Mississauga Road and Hurontario.  They're finally going ahead with that.  So that is one-half of that budget.

MR. SHEPHERD:  And that was in your asset management plan before, it just wasn't in 2016.

MR. MASTERS:  I think it's been in -- it's been an ongoing -- they have been saying they're going to do it for a number of years, and we think it's finally going to happen in 2016.

MR. SHEPHERD:  So when you did your 2012 asset management plan you didn't have it in there because you didn't know when it was going to happen?

MR. MASTERS:  In terms of the detail --

MR. SHEPHERD:  No, no, the dollar figure.  It's what, a million to a million-and-a-half dollars?  Something like that?

MR. MASTERS:  It is one-and-a-half million dollars for that project on its own.

MR. SHEPHERD:  Yeah, so was it in your 2012 asset management plan?

[Witness panel confers]

MR. MACUMBER:  For road projects, I think we've mentioned in our evidence, and it's -- most people know, it is due to the region or the city or the MTO.  There is a reason why we have to move our equipment.

I can't specifically say when that project was identified, in which year we originally budgeted.  Our understanding is the MTO will require us to move the equipment in 2016, and that's when when we have budgeted.

MR. SHEPHERD:  Yes.  And this whole set of questions is about changes between 2012 and 2016.  And I am trying to understand, is this just a project that you had planned to spend the money on --

MR. MACUMBER:  It's --

MR. SHEPHERD:  -- and you've moved it?  Or is it new?

MR. MACUMBER:  I would say that it's a project we know that we have to do.  It's depending on when the MTO requires us to move their equipment.

MR. SHEPHERD:  All right.  Let me move to industrial and commercial services.  This is a big -- this is doubling the cost of this.  Can you help me understand that?

MR. MACUMBER:  I know you keep on saying it is doubling, but you are comparing 2012 forecasts for '16, and if you look at even your sheet there in 2014, it's 4.7 million to 2.6.  So we're actually forecasting less in '16 than we did in '14.

So industrial/commercial --

MR. SHEPHERD:  This whole series of questions is about why you can't live within the asset management plan you put to the Board.  So that is why I am asking questions about your asset management plan that you put to the Board and why you're asking for more now.

MR. MACUMBER:  And I think the way our evidence has been laid out, we have a significant better information than we had before.  We need to replace our assets at a much faster pace than we originally had planned, and the amount of money that we're proposing to spend is significantly more than what we had in base rates.

MR. SHEPHERD:  This line we're talking about, industrial and commercial services, this is not asset replacements, right?  This is connecting new customers.

MR. MACUMBER:  This would be connecting new industrial commercial customers, yes.

MR. SHEPHERD:  Okay.  So has the industrial and commercial activity in Mississauga doubled in -- since your 2012 assumptions?

MR. MACUMBER:  I think you are trying to compare what we forecasted for industrial/commercial customers in 2012 for '16, to what we plan on doing for 2016 in our recent plan.

MR. SHEPHERD:  Yes.

MR. MACUMBER:  I think that, you know, four years out it would be hard to determine, based on industrial/commercial customers, what is going to be developed in the City of Mississauga until the actual developers come and actually build a new plant or take over a warehouse or some kind of commercial building.

Yes, the plans have changed, of what we would have thought in 2012 and what 2016 would look like.

MR. SHEPHERD:  Do you know how --

MS. DeJULIO:  And for 2012 -- if you remember in 2012 we were still in the, you know -- reeling, frankly, from the economic downturn.  So we had dampened our estimate of how, you know, vibrant the commercial market would be, and it is obviously better than what we had thought back in 2012.

MR. SHEPHERD:  Can you undertake to look at your 2012 asset management plan and advise us how many new customer connections were included in that $1.143 million and how many new customer connections are now included in this $2.6 million?

MR. MACUMBER:  I can't do that.  The 2016 numbers were based on an inflationary factor based on the '14.  We can go back and determine how many customers were supposedly included in our 2014 forecast, but to tell you how many customers are included in the 1,143 is not possible.

MR. SHEPHERD:  You didn't actually try to estimate how many customers you're going to have to connect?

MR. MACUMBER:  In 2012 we didn't forecast how many customers we were going to have to connect in 2016.

MR. SHEPHERD:  So you just assumed that whatever you had in 2012, whatever numbers that was, was going to -- you're going to connect the same number, but at inflationary cost?  Is that right?

MR. MACUMBER:  That would have been our assumption at the time.  Like Branko mentioned, Mississauga doesn't have a lot of space for development.  So we would have assumed that it continued at the same rate.

MR. SHEPHERD:  Okay.  So then could you tell us how many industrial and commercial services you connected in 2012, actually, and how many the 2.6 million assumes?

MR. MASTERS:  I don't know if the number is necessarily -- like, it's not a standard number for each of these industrial/commercial connections.  Like, we have two significant projects this year that have severely inflated our numbers that we weren't expecting.  A lot of these are smaller in nature, but we have had a couple that are over $750,000 --

MR. SHEPHERD:  Well, that is entirely what I am trying to get at, is, is this --

MR. MASTERS:  It is very difficult to predict.

MR. SHEPHERD:  -- is this because you have more economic activity and more customers that you need to connect, which is one thing, which by the way gets you more revenue, or is it because you're simply spending more on each connection, in which case we want to know why.

MR. MACUMBER:  I would be more inclined to -- we have a budgeted number of how many new customers we're going to connect in 2016, and we can tell you how many we've connected in 2014 and 2015 to see the comparable.

MR. SHEPHERD:  I am not interested in 2014 and 2015.  I'm interested in 2012.

MR. MACUMBER:  But I'm not sure why -- we're asking for an ICM for 2016.  You're comparing 2012 to 20 -- 2012's forecast for '16 and comparing it to '16, when we didn't have a forecast in 2012 for '16 for the number of customers.

MR. SHEPHERD:  You can save that for argument.  You just told us that in 2012 you had a certain number and that number you then just inflated, which means you didn't assume that you would connect any more customers.

MR. MACUMBER:  No.

MR. SHEPHERD:  So it's not complicated.

MR. MACUMBER:  No, I understand, but to rephrase it, it wouldn't have been 2012, it would have been 2013 and '14 and inflationary based on the '14 number.  So whatever number of customers we had in the 2014 -- 

MR. SHEPHERD:  Forecast. 

MR. MACUMBER:  -- forecast would be comparable. 

MR. SHEPHERD:  Okay, that's fine.  So tell us what that was.  All I want to know is how many -- that 1143 is based on how many connections?  

MS. DeJULIO:  So is this an undertaking?  

MR. SHEPHERD:  Yes. 

MR. LANNI:  That would be undertaking JT1.4.  

UNDERTAKING NO. JT1.4:  TO PROVIDE THE NUMBER OF CONNECTIONS THE 1143 IS BASED ON

MR. SHEPHERD:  Now, next is smart metering large commercial.  And wholesale metering, I guess, was sort of related, although somewhat different.  

MR. MACUMBER:  The smart metering large commercials, I believe in the evidence, that has been removed for the rate request.  

MR. SHEPHERD:  Oh, yeah?  

MR. MACUMBER:  It is a variance account that is included from the Board -- it is mandated by the Board.

MR. SHEPHERD:  So your 7.1 million has gone down to 70 million?  The 71 million has gone down to 70 million, is that right?  

MS. YEATES:  The amount that was included for the ICM request did exclude the 1.5 for the smart metering large commercial, because we do have a deferral and variance account for that.  

So that would not have been included in the original calculation for your ICM revenue requirement.  

MR. SHEPHERD:  I am looking at 2 staff 4, this 1506 was in there, right? 

MS. YEATES:  If we look at 2 Staff 11, appendix A, the table shows at the bottom we have last recovery through variance account 1557, smart meter large user, 1.5 million. 

MR. SHEPHERD:  Oh, I see, okay, I understand, thank you.  And then in wholesale metering, you had zero? 

MR. MACUMBER:  This one here goes to the timing of replacements of their Hydro One meters at the TS stations that were mandated to assume control over the meters, the metering points coming into Mississauga. 

This is one station that is being transferred from Hydro One to us.  It is Tomken TS. 

This work at the time wouldn't have been planned, because it goes with -- they're owned by Hydro One.  We have to match to their schedule, and it's been determined that these wholesale meters are going to be replaced in 2016.  

MR. SHEPHERD:  So in 2012, you wouldn't have known that?  

MR. MACUMBER:  It goes by Hydro One's schedule.  

MR. SHEPHERD:  And they changed their schedule?  

MR. BORAS:  They approached us last year to identify that they are looking to upgrade the protection and control building at Tomken TS.  And since the metering was inside of the actual building, we're required to exit the building and bring it to the full compliance with the IESO market rules. 

MR. SHEPHERD:  Okay, thanks.  And then smart metering in new condos; this is suite metering, is that right?  

MR. BORAS:  That's correct. 

MR. SHEPHERD:  Is that an area where you are expanding your activities?  

MR. BORAS:  Well, we're seeing that -- we're seeing there is actually an increase in activity, in terms of condo buildings being built in Mississauga. 

One of the things is, after the recession we have sort of seen not as much activity, and I think it is finally you know, in downtown core -- if you actually drive by Mississauga, you can actually see a whole lot of activity in Queen’s Being and all of those buildings are going to be condo buildings and, under the regulation, we’re required to install the suite meeting.  So there will be an increase in activity. 

MR. SHEPHERD:  But that's a competitive activity, right?  You compete with private sector companies that provide suite metering as well, right?  

MS. DeJULIO:  We don't consider that competing with private sector.  I mean, we are obligated to connect if our customers request that.  

MR. MACUMBER:  And this ties into the reason why we're putting in the substations for the load growth as well.  Activity for condo growth is going up.  We will be putting meters in and having new customers.  

MR. SHEPHERD:  Do you have a special rate for condo customers, like Toronto does? 

MR. MACUMBER:  No, we do not. 

MR. SHEPHERD:  So you charge them residential rates?  

MR. MACUMBER:  Yes, we do.  

MR. SHEPHERD:  And do you have a forecast of additional revenues from these various customers that you are connecting under this 12.4 million of system access spending?  

[Witness panel confers] 

MR. MACUMBER:  This is the capital we're going to be spending on the new condominiums; the revenue has not been included in this application.  

MR. SHEPHERD:  My question was -- and I wasn't just asking about the condos; I am asking about the whole 12.4 million of system access spending, which is more than double what your plan was.  

That 12.4 million, much of it is new customers.  And my question is -- 

MR. MACUMBER:  I would -- 

MR. SHEPHERD:  -- do you have an estimate of the revenue that you will be getting each year from those?  

MR. MACUMBER:  I would say most of it is not just because of new customers.  We talked about the road projects, et cetera.     

They're not all related to new revenue sources.  

MR. SHEPHERD:  My question is still the same.  Do you have an estimate of the additional revenue that you will get from new customers that you are connecting under this capital budget?  

MR. MACUMBER:  We would have had to put together a budget with additional revenue in our budget, yes. 

MR. SHEPHERD:  Can you provide that estimate of additional revenues, please?  

MR. MACUMBER:  Yes.  

MR. LANNI:  Let's please mark that as undertaking JT1.5. 

UNDERTAKING NO. JT1.5:  TO PROVIDE THE ESTIMATE OF ADDITIONAL REVENUES

MR. SHEPHERD:  And then the last area is general plant.  I do have a couple of questions in there.  Most of it I don't, but let me just ask for a couple.  

The engineering and asset systems, that is your long-term asset management thing, and that's the 750 we were talking about earlier, right?  

MR. MACUMBER:  No. 

MR. BORAS:  No. 

MR. SHEPHERD:  No?  Where is that is that?  The JD ERP system?  

MR. MACUMBER:  That's correct. 

MR. BORAS:  That's correct. 

MR. SHEPHERD:  What is in the engineering and asset systems? 

MR. BORAS:  Sorry, can you repeat that, Jay? 

MR. SHEPHERD:  This line, engineering and asset systems, what is that additional million dollars?  

MR. BORAS:  So in this system -- so the engineering asset system, just to give you a bit of information, it includes our outage management system and our GIS, geographical interface system. 

So these are the systems -- or O&Ms is the system we put back in, I believe, 2012 and it is basically used by our control room, our outside staff.  So it is basically forming a basis of all of the work we do. 

We moved away from paper maps, paper forms and this is --

MR. SHEPHERD:  We understand all of that.

MR. BORAS:  Okay.  So basically, what this one million would be the work of keeping that IMO system up-to-date and upgrading it with a hardware refresh and a software refresh for the IMM system as well as AMFM. 

MR. SHEPHERD:  I don't understand why you thought it was going to be 600,000 in 2012 when you put it in, and now you think it will be a million-five.  

It's the same system and it was brand new when you did the original estimate.  And you only spent 650 on it last year.  

MR. BORAS:  This one goes back to what James was saying.  When we went for the last cost of service, we had a specific list of projects that we identified that needed to be done, and those projects also included the engineering asset systems.

With better information now, we're in a better position to determine, you know, the revision upgrades of a particular system, which is IOM and GIS system. 

The other thing I want to also add is that there is a number of projects to that are there to support our asset management work we're trying to do. 

So if you recall earlier, we're doing a lot of inspections, we're collecting data.  So we needed ways to actually input that data, use it and have it stored in our system.  So all some of the upgrades are related to actually having that information in those systems. 

MR. SHEPHERD:  As I said, I don't hear any details here.  You said you had better information now, but it is the same system, right, so what is the better information you have now?  

MR. BORAS:  So basically, if we're going to be looking at specific projects, obviously there is the -- there is a number of projects that are specific to IOM.  So basically, the upgrade to the IOM system to bring it to the next version.  Also, that's -- so there is basically about -- 

MR. SHEPHERD:  Sorry, what is new about that?  Did you not think in 2012 that you're going to have to upgrade that system?  

MR. BORAS:  I think what we're trying to say is that with software updates and upgrades sometimes it might be difficult to determine when it is required and specific to the actual vendor and the support that they provide us for particular systems. 

So basically -- 

MR. SHEPHERD:  Are you saying the vendor is forcing you to change this?  

MR. MASTERS:  Vendor support.  So we make sure that we have -- all of our major legacy systems are supported by our vendors -- 

MR. SHEPHERD:  Okay.  So tell me what system this is and which vendor is telling you they're not going to support it any more.  

MR. BORAS:  We didn't say that they're not going to support it.  All we're saying is that these -- the money's required to basically upgrade the system to the next version, and, you know, sometimes it is for the new business requirements and sometimes it is due to defects found in a system that were reported by control room or the operation staff, and those are the things that need to be upgraded. 

Also, the upgrade to the hardware systems -- 

MR. SHEPHERD:  Sorry, and sometimes it's just because you want the new thing, right?  

MR. MACUMBER:  No.  I would say from our core systems, J.D. Edwards or IOM or CCMB system or meter-to-cash that is in there, we have a schedule laid out of when the vendor will stop supporting that current version. 

Yes, you can maintain the current version and not upgrade, but if something fails you have to pay a premium to have the support or some other company come in and try to patch the system because the vendor itself doesn't support it. 

So within the engineering and asset systems, there's a couple core IT softwares that the vendor will no longer support that will we will be upgrading, and it is prudent on our part to make sure that it is supported by the vendor and not have to pay a premium if something happens. 

MR. SHEPHERD:  That's fine.  And if that's the case, that's great.  So on those three lines, engineering and asset systems, JDE ERP system, and meter-to-cash, which are all of the ones you're talking about, right, what I would like you to do is undertake to provide us with the name of the vendor -- for each case in which the vendor has told you that in 2016 they will cease to support the product, the name of the vendor, the date that they told you they were going to cease to support it, and the amount that is included in your budget this year for that upgrade.  Just give me a list.  Because it's not going to be $4 million.

MR. MACUMBER:  Well, in the J.D. Edwards ERP system we have the long-term planning solution.  So there's going to be softwares that reach the end of their useful life or supported by the vendor, which we will be able to provide for you. 

The other projects that are in there, we will identify what they are and why they need to be renewed.  They're not all related to the software, but we will give you the list of software -- major software that needs to -- will cease support by the vendor that will happen in 2016.  We will give you that list. 

MR. SHEPHERD:  And the cost of each one.  

MR. MACUMBER:  Of the upgrade, yes. 

MR. SHEPHERD:  What I am trying to identify is the component of this that is not your fault.  The vendor simply said, We're not going to support it anymore, so you have to spend the extra money. 

MR. MACUMBER:  To upgrade it, yes.  We will get you that. 

MR. SHEPHERD:  So there is a list of that, right?  

MR. MACUMBER:  Hmm-hmm. 

MR. SHEPHERD:  All right. 

MR. LANNI:  That undertaking will be marked JT1.5 -- 1.6.  

UNDERTAKING NO. JT1.6:  TO PROVIDE THE NAME OF THE VENDOR -- FOR EACH CASE IN WHICH THE VENDOR HAS TOLD YOU THAT IN 2016 THEY WILL CEASE TO SUPPORT THE PRODUCT, THE NAME OF THE VENDOR, THE DATE THAT THEY TOLD YOU THEY WERE GOING TO CEASE TO SUPPORT IT, AND THE AMOUNT THAT IS INCLUDED IN YOUR BUDGET THIS YEAR FOR THAT UPGRADE.

MR. SHEPHERD:  Then -- so on the JDE system, that is your enterprise resource planning system, right?  The big component of that increase is the 750 for the long-term asset management plan, right?  

MR. MASTERS:  Hmm-hmm. 

MR. SHEPHERD:  And that is a new module for JDE?  

MR. MACUMBER:  No.  We have put it in the JDE or enterprise resource planning system.  The IT manager that is there is the one that we're holding accountable from an IT perspective.  It happens to be a software that asset management is requesting.  It just happens to be that's where we have budgeted it.  In theory you could put it as a separate line item. 

MR. SHEPHERD:  It is still an off-the-shelf product, right?  You're not writing it yourself?  

MR. MACUMBER:  Correct. 

MR. SHEPHERD:  You are buying a piece of software.  You are bringing in a system integrator to customize it for your purposes, and you're going to put it on your -- attach it to your ERP system, in effect?  

MR. MACUMBER:  Yes.  But the concept would be that we would be pulling information from other systems as well.  So it's not -- it's a separate software.  A lot of the information will come from J.D. Edwards, though. 

MR. SHEPHERD:  And how does this differ from your -- the asset management systems that you put in place over the last few years?  Your OMS, your IOM, all of that stuff?  How is this different?  

MR. MACUMBER:  Well, to go through the main systems, one is for the control room and for the records to control the actual system.  One is for accounting and inventory management and time management and payroll, J.D. Edwards. 

One for meter-to-cash, which is your billing system for your customers to be able to bill correctly. 

Each of those systems has information.  When we do our inspections we're storing it currently in an AM/FM, which ties into the IOM GIS.  This product itself will take information from the various sources and help us proactively plan and prioritize more efficiently. 

Currently it is a manual process.  Where we take this information from reliability, from our inspections, from the J.D. Edwards accounting systems and manually have to prioritize.  So the system itself will be a prioritization tool to allow us to more effectively plan.  

MR. SHEPHERD:  So is this a kind of middle ware?  Or is it a kind of sort of a specialized ERP that brings them -- 

MR. MACUMBER:  I would look at it -- I believe from -- the premise behind it is the tool itself will help companies prioritize and plan effectively based on changing circumstances and changing risk profiles.  It's a planning tool.  

MR. BORAS:  So maybe if I could just add to that.  So I think what James is trying to say is that with this tool, basically what it allows you to do is you can identify, let's say, a particular project.  Overhead, with projects we can say, you know, it's going to cost us X amount of dollars.  There's going to be so many resources associated from, let's say a design technician, you know, so many crews to actually carry out the work in the field, and also we can associate the risk associated with that project.  That is my understanding of how these tools work. 

So you can list all these projects, and now you can start looking at, what is the -- you know, you can run optimization on a list of these projects or portfolios, and you can say, you know, let's say if -- you can do a bottom-up or top-bottom approach where you say, you know what, I have -- you know what, we have X amount of dollars in our budget.  What is the optimal list of project that we need to do to minimize the risk to our system.


So what we were talking about earlier is, reliability is one of the risks.  We also have environmental.  We have got a safety component.  We have to take our customers into account. 

So these are all the things that, you know, this tool actually allows you to sort of optimize and come up with the best way to do it with the resources that you have available.  

MR. SHEPHERD:  That doesn't sound like a long-term asset management planning program.  That sounds like a current-year prioritization program, like a Copperleaf or something like that.  

MR. BORAS:  Yes.  Just to add to that, it is not year over year.  You can actually select -- so let's say for our -- in our case and I think for most utilities it is putting a six-year distribution system plan.  So this would include a list of, you know, six-year projects and being able to find the optimal selection of, you know, which project we need to do in this year based on the risk that we're trying to address, so it is a long-term solution. 

MR. SHEPHERD:  Have you investigated what other LDCs have in the way of this type of product and what they're using, what is working and what is not working?  

MR. MACUMBER:  Yes, we have.  

MR. SHEPHERD:  Can you tell us a little bit about that?  There are other utilities that have this, right?  Or something like this?  

MR. MACUMBER:  Yes, there is. 

MR. SHEPHERD:  And you have looked at what they're doing?  

MR. MACUMBER:  Yes. 

MR. SHEPHERD:  How they're using it?  

MR. MACUMBER:  Mm-hmm. 

MR. SHEPHERD:  And you believe that this is a necessary change for your utility to get up to sort of best practices that others are already doing?  

MR. MACUMBER:  I would agree, yes. 

MR. SHEPHERD:  So for example, Horizon has one like this, and PowerStream, and Toronto and Ottawa; they all have this already, right?  

MR. BORAS:  So I can maybe speak about this.  So my understanding, though, Horizon does not, per se, have -- don't quote me on it, but PowerStream in Ottawa, PowerStream in Ottawa do have a prioritization tool.  And that's what they're currently using.  My understanding -- 

MR. SHEPHERD:  Are you looking to use the same solution?  

MR. MACUMBER:  I can't answer that.  I think we have made that point earlier.  I haven't done the RFP, so I am not in a position to say what software we've picked.  

MR. SHEPHERD:  Okay, thanks.  I just have a couple of more questions, and one is on meter-to-cash.  So this is an upgrade to your CIS?  

MR. BORAS:  Yes.  

MR. SHEPHERD:  Why does it have to happen now?  What is happening now that makes you need to upgrade it?  

MR. BORAS:  Okay.  So one of the things that are included that was not identified in the last cost of service was the moving to the monthly billing, which my understanding is one of the regulatory requirements.  

MR. MACUMBER:  We do have the monthly billing in there.  But this would be another one where the vendor -- the current version that we have needs to be upgraded, because the vendor support won't support the version that we have.  

MR. SHEPHERD:  Your current system will do monthly program already.  You don’t need to --

MR. MACUMBER:  We have to do program changes to it to be able to do monthly billing. 

MR. SHEPHERD:  Why? 

MR. MACUMBER:  For the amount of monthly billing we will be sending out, it's not a simple change.  

MR. SHEPHERD:  Yet you bill some of your customers monthly already.  

MR. MACUMBER:  It is -- I'm not going to speak for an IT resource of what needs to happen in CCNB.  But there is quite a bit of testing, and quite a bit of things that need to be done in the system to issue residential bills monthly.  

MR. SHEPHERD:  This is confusing to me.  I don't understand.  CIS systems have that option.  

MR. MACUMBER:  I don't want to speak for being an IT person.  I think we've provided information of what's required to do monthly billing in previous CLD submissions, et cetera. 

I can't speak to what is required in the actual system to do monthly billing.  

MS. GIRVAN:  Can I ask a question?  How much of the 2.4 million in 2016 is related to monthly billing?  

MR. BORAS:  $750,000.  

MR. SHEPHERD:  So I am going to ask you to provide us with details on why your system cannot handle monthly billing without additional spending.  

MS. DeJULIO:  I think we have already explained that there is going to be a lot of, you know, testing to be done.  

We have almost 200,000 customers that we're going to be switching from bimonthly to monthly billing. 

MR. SHEPHERD:  Computers don't care how many customers you have. 

MS. DeJULIO:  Yes, they do care.  Volume is a significant factor. 

MR. SHEPHERD:  I am going to ask you to undertake to provide us with details as to why you have to spend $750,000 to upgrade a system so that it can bill monthly.  

MR. MACUMBER:  We will give you information for that.  

MR. SHEPHERD:  Thank you.  

MR. LANNI:  We will mark that as undertaking JT1.7. 

UNDERTAKING NO. JT1.7:  TO PROVIDE DETAILS OF $750,000 AMOUNT FOR A SYSTEM UPGRADE FOR MONTHLY BILLING 

MR. SHEPHERD:  Subject to any disappointment that anybody has, those are all of the questions that I have on that particular -- 

MR. LANNI:  It is 12:15.  We just got back from a break.  Do you have any idea of how long you might be?  

MR. SHEPHERD:  Well, I am seeing whether I finished question 1.  I think I have -- I think I’ve finished question 1.  So I have nine more questions, but most of them will be considerably shorter.  

MR. LANNI:  Well, I mean, I will leave it to the applicant.  Would you like to take a lunch break now, or would you like for Jay to continue on with his questions?  

MR. CASS:  Jay, where does it look in terms of your questions?  Are there a few that you could knock off before we break for lunch, or is it best we just break now and come back at it?  

MR. SHEPHERD:  I am happy to continue to one o'clock but it is up to you.  If the witnesses are tired of answering questions -- 

MR. CASS:  Are the witnesses okay to carry on to one? 

MR. MACUMBER:  It is up to you. 

MR. BORAS:  I'm good to go.  I’ve had croissants,  so --

MR. SHEPHERD:  I’m happy to continue to one. 

MR. LANNI:  I think we are all fine with that. 

[Laughter] 

MR. SHEPHERD:  So my next set of questions are about Staff 11.  You sort of partly answered part of it in your discussion with Randy, but maybe you could just sort of give me a brief explanation of what types of things are called "regulatory and mandatory".

What does that mean?  Does that only mean if some external body says you are required to do this?  

MR. MASTERS:  So we have used mandatory for that regulatory component, but also for when we have to connect new customers’ meters and whatnot per the Distribution System Code.  

MS. GIRVAN:  Which interrogatory answer?  

MR. MASTERS:  2 Staff 11.  

MR. MASTERS:  So I’ll start over.  The mandatory includes the pieces that are regulatory or mandated by the regulatory bodies, and that includes through the Distribution System Plan -- or Distribution System Code, where we have to connect new customers and whatnot.  

But then we have also got the bucket in there that is executive, what we have decided as a company to move forward with, and that's where we come into like our IT making sure we're up to -- the services or the systems are supported by our vendors to minimize risk to our customers. 

MR. SHEPHERD:  So, can you take your table here and can you adjust it so that the only thing -- or split up, I guess, between stuff that is actually externally mandatory and stuff that is mandatory because you have decided it is mandatory; internal versus external.  

Can you do that?  Because I couldn't tell from this which was which.  

MR. MACUMBER:  I think it is a way to just prioritize our work that we do.  

It's a way for the business unit managers to be able to prioritize their work.  As Chris mentioned, there are mandatory things that we have to do.  

But even the other ones, like building a substation for load, we would consider mandatory.  It's just the timing of when we can build the substation. 

When we've put this together, it's not whether it is mandatory or not mandatory; it just allows us to help prioritize our work.  

So by doing another sheet wouldn't make much difference.  

MR. SHEPHERD:  Yeah, well, here's what I'm trying to understand. 

You have some things that you simply don't have a choice, because a regulator -- the TSSA or the Board has told you do this.  

MR. MACUMBER:  I think what we're trying to say is that when we prioritize our projects, we're asking the business unit managers to indicate whether they believe it is mandatory or not mandatory, to help prioritize the work.  

If we assume that as a business that our billing system, vendor support and we can't have that system go down, we would consider that mandatory as a going concern basis, to ensure that we can issue the bills accurately and collect cash. 

So it is for an internal purpose, for allowing us to 

prioritize our work, not so much whether it is mandatory from a regulatory body or not a regulatory body.  

MR. SHEPHERD:  So let me take an example.  You have a CCMB upgrade, 950,000.  And that's, that's your CIS.  

And you called that mandatory and that's because of vendor support.  

MR. MACUMBER:  And we consider that, as a business, a priority over other things we may do to the CCMB or in that category, because our billing system is so important to our business.

We have said, as a business, you must resource and do that project before other projects.  

MR. SHEPHERD:  Let me just finish my question, because it was more complicated than that.  

You have your CCMB upgrade of 950 which is because of vendor support. 

You have 725 related to your CIS for monthly billing, which is actually because the Board has told you that you have to do it.  So that is actually an external regulatory requirement. 

And then you have 400,000 for Oracle web self-service module, which is what the customers want, but that is not mandatory.  

Help me understand how these different things work into your prioritization.  

MR. MACUMBER:  Well, I think that is why I'm saying it is an internally driven mandat -- whether or not it is mandatory or not mandatory, to help prioritize the work. 

We've said, as a business, we need the billing system to be up-to-date accurate, so we can issue the bills and collect the money. 

We've been told by the Board that monthly billing is 

required for January 1st, 2017.  

Yes, we understand that the customers want web self-service.  But we would say we would staff the other projects before we would staff that project.  That's how we were considering mandatory or not mandatory. 

MR. SHEPHERD:  So this is not actually binary.  It is sort of -- some things are more mandatory than others and it is a prioritization exercise. 

MR. MACUMBER:  It helps us prioritize our work, yes. 

MR. SHEPHERD:  So when we have a column that says "yes/no", that is not really helpful, because it is really higher priority/lower priority. 

MR. MACUMBER:  I would look at it that way, yes.  

MR. SHEPHERD:  Okay, good, I understand.  

Let me -- in your financial performance criteria in your response to Staff 11, your financial performance criteria are dollar figures.  Right?  Take a look at page 4 of the interrogatory responses.  

And you rate things as more efficient based on how many dollars of efficiencies you get or how many costs, ongoing costs, you have to incur.  Do you see that?  

MR. MACUMBER:  I know what you're -- I believe you gave a question regarding this as well.  

MR. SHEPHERD:  Yes. 

MR. MACUMBER:  Yes. 

MR. SHEPHERD:  And I would have thought at some point you would be looking at percentage efficiencies rather than dollar efficiencies, and you could help me understand why your rating system is only based on dollars. 

MR. MACUMBER:  I would say, again, it is based on our business process that the business owners that will be accountable for spending the money understand that they're asking for money. 

So what impact does it have on the dollars?  It is helping the people understand that are actually filling in the business cases, comparing the same thing they're looking at.  Will it have an impact on cost?  They're -- typically understand dollars, not a percentage of something else.  So they're looking, how much do I need to spend?  How much dollar impact will it have?  

MR. SHEPHERD:  Ten projects that save you $10,000 each will each have a cost efficiency of one, so they will all fail, right?  But one project that saves you 100,000 will have a cost efficiency of ten and it will pass.  

MR. MACUMBER:  Well, I would say that the same thing as when we were talking about reliability.  When we put together a business case there's various factors that we consider.  One of them is dollars.  One of them is safety.  One of them is reliability.  We look at various factors.


It's just trying to give an indication from what we're doing, what project over another is more valuable to the company, reduces less risk, or has a better value to the company.  It helps prioritize which projects we're choosing.  Not an absolute value to say that that is what you would do.  

MR. SHEPHERD:  All right.  And then the last part of this was -- I am trying to remember what the question was about.  Yeah.  You have system reliability scoring in your prioritization.  Right?  

MR. MACUMBER:  Yes.  

MR. SHEPHERD:  And then when we asked about -- or the Board Staff asked in Staff 12, well, what's going to happen to your reliability if you don't get all this money?  You said you weren't able to answer it.  

MR. MACUMBER:  Well --

MR. SHEPHERD:  I don't understand.  If you have a rating system with minutes of outages -- 

MR. MACUMBER:  No.  Again, it is a prioritization tool, and what we're saying, if it's an underground job, does it have an effect -- I'm going to use underground as my example.  If you have an underground job, will it have an effect on reliability?  And more than likely it will. 

What is the magnitude that you believe that this underground job will have on reliability?  But not everything that we do affects reliability.  Assuming that we're changing out transformers because they're leaking oil, it is not because it has failed and caused a reliability issue or causing an environmental issue. 

So we prioritize based on various criteria, and when asked if we don't get the money for what we have asked for, I can't answer that, because I'm not sure which project that it relates to and how it would affect system average duration outage or frequency when we're talking about a specific project --  

MR. SHEPHERD:  Well, you --

MR. MACUMBER:  -- you can't tie the two together directly, so...

MR. SHEPHERD:  On page 3 of Staff 11, you have actual numbers of minutes of outage in your system reliability ratings.  100,000, 80,000, et cetera.  And all the projects that are in this list have some rating of that sort.  Right?  

MR. MACUMBER:  For the underground or overhead jobs that we would be doing, we would ask them to say, if -- to do your job, what impact do you believe it will have on reliability.  Yes.  We would ask them to fill it in.  

MR. SHEPHERD:  So numbers of customer minutes, right?  If somebody put in three, that means they're forecasting 30,000 customer minutes is going to be saved by doing this.  

MR. MACUMBER:  That would be their projection of the impact of that capital job, yes.  

MR. SHEPHERD:  So then if you didn't get any of your incremental money, then surely you can just add those up and tell us how many customer minutes you're going to -- of worst reliability you're going to have?  

MR. MACUMBER:  Again, I have stated, is that when we go through this prioritization tool, we've asked them to rank the reliability, to say that if you don't get the funding, you don't do the job, I can't add it up and say that's what's going to occur.  Reliability doesn't work that way. 

What I would say is, we would have to go back and prioritize what could we not do or do, and for 2016 we've made it clear that our intention is, is to do the job regardless of the funding or not.  

So we would go ahead and plan the rebuilds.  It would be in the future that we would have to decide on other things.  So I can't just add them up and say that would be the reliability impact. 

MR. SHEPHERD:  Okay.  So you have already given an undertaking to give us a list of the ICM projects.  Right?  

MR. MACUMBER:  To tie to the ICM application, yes. 

MR. SHEPHERD:  The ones that are the incremental ones, all right?  So what I would like you -- maybe you can just include this in that undertaking.  Can you tell us what the total number of customer minutes of system reliability are in those projects on your own rating system.  How many -- what is your system reliability minutes total for those projects.  

MS. DeJULIO:  I think you are putting such a fine line on that one metric, which is -- it's not as accurate or as scientific as a line you are putting on that metric. 

MR. SHEPHERD:  And that's fine.  I just -- 

MS. DeJULIO:  This is the best estimate of a manager of a project who says, you know what, I think the risks are this.  This is what it is. 

And frankly, so if we were to do your exercise, we would be probably -- you know, we would have an error rate that might be 100 percent on something like that, because it is an estimate of a risk.  

MR. SHEPHERD:  You used this to prioritize -- 

MS. DeJULIO:  For relative prioritizing, yes, we did. 

MR. SHEPHERD:  Okay.  So then there must be some value to it. 

MS. DeJULIO:  There is value to it, but I would be really cautious, warning, on what use one would make from that.  

MR. SHEPHERD:  Fine.  Could you give us the number and put whatever caveats you want around it, please?

MR. MACUMBER:  We will add up the projects with the total that has been put for system reliability, and we will make the note that, I would not use it for anything.  

MR. SHEPHERD:  Thanks.  

MR. LANNI:  That will be a part of Undertaking JT1.2. 

MR. SHEPHERD:  You want to put it in 1.2?  

MR. LANNI:  Yes. 

MR. SHEPHERD:  Okay, good.  

UNDERTAKING NO. JT1.2 (ADDITIONAL):  TO PROVIDE THE SYSTEM RELIABILITY MINUTES TOTAL FOR THOSE PROJECTS

Then next is, we have a question on Staff 14.  I'm going to it to see why I didn't understand it.  

Okay, yeah.  All right.  So Staff looked at which projects can be deferred and found that you could defer enough projects so you wouldn't need ICM.  And so they asked, well, why don't you defer them.  

MR. MACUMBER:  Well, I think that Staff took the assumption if it wasn't listed as mandatory that it could be deferred.  In our business cases we have never asked the business unit managers whether or not it's mandatory or could be deferred.  We said is it mandatory or not mandatory.  

Again, we've stated that those criteria we're using helps prioritize the projects and helps determine what resources we need and what year they're going to be done, but we've never stated in our business cases, if it's not listed as mandatory, that it can be deferred.

So I would suggest that the Board Staff took liberty to say if it wasn't listed as mandatory, that automatically it could be deferred.  And we never said that. 

MR. SHEPHERD:  This is back to the comment I made earlier; it's not binary, right?  It's actually a gradations of priority. 

MR. MACUMBER:  It's a priority that the company has determined that in order to continue running the company efficiently and effectively and as a going concern, we believe that these projects are mandatory.  

But the ones that are not listed as mandatory does not mean they can be deferred.  It's just which order they would be resourced to do first.  

MS. SCOTT:  And because it was my question, I mean I find it very confusing.  I was going to ask how can something be mandatory and be deferred?  It just did not make logical sense to me.  

And I went through and because some of them were not mandatory but cannot be deferred, and so I thought it was they were complete and it was either -- maybe you can just explain your definitions of mandatory and deferred.  

MR. MACUMBER:  I would take the stance that when we had our managers fill this in, and if they picked a mandatory field and said it was mandatory, it is something the company either believes it is regulatory-driven, like monthly billing, or the vendor is not supporting the software any more, or something along that line that we would say the company cannot continue in the state it is in without addressing it, and we would say that is mandatory and it will be resourced first.  And if the resources or funding or some other reasons are not there, the other jobs wouldn't be prioritized first.  

That doesn't mean they can be deferred.  So I am going to use the example of my substation.  We didn't list it as mandatory.  Yet if I don't build the substation, I can't support the load.  

So we would say that we would fix the substations that are going to fail that are supporting load today first, then go build the new substation for the additional load.  

So that it is our definition to help prioritize our work by either mandatory or not mandatory.  

MR. MASTERS:  And, Jane, to address the situation around it is mandatory but we can defer it, something may be mandatory to be completed in 2019, but we think it will take four years to do it.  So we could defer the 2016 component, but there comes a point where you do have to get that work completed. 

MS. SCOTT:  And do you mean maybe by a year or something like that?  

MR. MASTERS:  Right.  But we don't want to save everything to 2019 to start doing it. 

MR. MACUMBER:  Large meters would be an example of that.  I believe the regulations say they have to be done by 2019.  But to wait to 2019 to change how many meters we need to change, you would probably have to pay a premium for the staff to do it and we probably would miss the deadline of changing out the meters.  So you have to do it over a number of years to meet the deadline. 

MS. GIRVAN:  So I have a question on that on this schedule. 

Of the ones that say they are not mandatory, how many of those could be deferred by one year, say?  You have just said some of them could be.  

MR. MACUMBER:  Well, I wouldn't say -- the way we've done our budget, I wouldn't say any should be deferred.  

I would say if you were to defer one, you end up causing more risk and causing more issues in the future. 

I am going to use the underground rebuilds as my example.  If you defer a project to do your underground rebuilds, you are just compounding the fact your system is still aging and the risk goes up that you will have more outages. 

So can you defer it?  Yes, you can.  But it is prudent to change it on a systematic basis, so you are not caught in a situation in the future where you can't secure the resources and, if you do, to fix it you're paying a higher premium to fix it because you've got too much to fix at one time.  

MR. SHEPHERD:  The system that you are proposing to acquire for $750,000 actually allows you to work backwards and forwards, right?  You can put in a bunch of projects and decide what their priorities are.  But then you can also go back and say assuming we can only spend this much, which projects do we do?  And it will help you decide that, right?  

MR. MACUMBER:  And which we do today.  It is just manual.  It is inefficient how we're doing it and we want to become more efficient at being able to prioritize on a -- more of a proactive basis, rather than sitting all weekend trying to come up with what the priorities are.  

MR. SHEPHERD:  Understood.  Software is wonderful that way. 

What I guess I am driving at here is that this -- you're not suggesting -- and I don't think you are suggesting that there's some sort of tipping point here, and if you don't do all of these projects, your system will fall down and we will all die. 

You're saying this is the optimum plan for 2016.  But if you had less money, you would have to re-optimize a different plan, and if you had more money, you would re-optimize another different plan, right?  

MR. MACUMBER:  No.  What I would say is I believe that the plan we've put forward is the optimal plan.  If, for example, you're suggesting if I had more money, I actually have no more resources to do it, or cash flow to do it.  There are other constraints besides just a rate for it. 

I would say that if it was turned around and saying you're not going to get the cash, I'm pretty sure that we're committed to do 2016.  It's just in the out years, we have to reconsider whether or not the risk of not getting the rate outweighs the reliability risks, or safety risks, or other risks that are there that we're trying to address.  

MR. SHEPHERD:  So --

MR. MACUMBER:  It's not a simple answer.  You're saying if you get X, you could do Y.  And I am not sure if that is the case. 

MR. SHEPHERD:  Okay.  You're conflating two things and that is what I'm trying to nail down – correctly.  I'm not disagreeing with you; I am just trying to understand it clearly. 

One part of it is -- let's say you had this Board decision a year ago and it's either yes or no, or somewhere in between.  You could revamp your plan for 2016 to have a different capital spend and the world wouldn't come to an end.  It wouldn't be great.  You wouldn't like it, but the world wouldn't come to an end, right, if you had enough lead time? 

MR. MACUMBER:  I would say if there was enough lead time, I would probably speak to our board or management team and we would have to come up with a strategy. 

I can't actually say what the company would do or not do by myself.  So that's something I can't answer today, what the company would decide. 

It may continue to invest in the system, or it may change its priorities; I can't answer that.  

MR. SHEPHERD:  And the second part of it then is the question whether, even if the Board says you can't recover it in rates, you spend the money anyway.  

And as I understand what you're saying is you're going to spend this money this year regardless of what the Board does.  The only effect of the Board's decision is not on what you spend this rear, but on what your planning is for next year.  Is that right?  

MR. MACUMBER:  That is my understanding today.  But that doesn't mean the management and the Board may have a different opinion.  

My understanding is when we presented the budget, they understood we were asking for recovery through rates for our capital plan.  We have included in our budget that we would get recovery of our capital plan. 

If that decision is made that the capital plan is not included in rates, I'm not sure what decisions would be made.  

MR. SHEPHERD:  As of right now in January, you're proceeding a head on the basis that you are going to spend all of this money, right?  

MR. MACUMBER:  Right now, yes. 

MR. SHEPHERD:  You're not holding off waiting for the decision?  

MR. MACUMBER:  No.  That is not our intention, no.  

MR. SHEPHERD:  Okay, thank you.  Okay. 

The other part of this question, 1 SEC 3, is we were trying to understand how each of the projects on your list qualifies as an ICM project. 

And so what I am going to ask you to do -- and you may put it in JT1.2, if you like -- there's a criterion that a project must have a significant influence on your operations in order to be an ICM project. 

I am going to ask you, for each of the projects on your list of ICM projects, to identify the significant influence on your operations of that -- of doing or not doing that project.  Could you do that, please?  

MS. DeJULIO:  I guess that's a tough one.  I mean we have given you a list.  Remind me, which IR that was?  Was it in that particular response?  

MR. MACUMBER:  He wants us to do --

MS. DeJULIO:  Yes.  The significant. 

MR. MACUMBER:  What impact is it going to have on our business?  

MR. SHEPHERD:  Well, no.  I am asking you to respond to the Board's ICM criteria, significant influence on operations.  

MS. DeJULIO:  Do you remember which IR this is where we define that?  What number was it?  I just wouldn't mind going to that IR.  

MR. SHEPHERD:  Are you saying you have already answered this?  

MS. DeJULIO:  I just wanted to remind myself what we said about the significant events.  If you can give us a second.  

MS. GIRVAN:  Can I point you to something?  There is CCC number 5.  It is along these lines because I was going to ask about it.  The response is --

MS. DeJULIO:  Right.  Thank you, thank you, Julie.  Yes.  So if I could take you to that one, just to make sure, Jay, your expectations are right here, or set.  That's supplemental CCC 5.  Our response is -- 

MR. SHEPHERD:  Yeah, no, I see it.  And that is precisely what I am asking about.  So you said:  Here's the general concept.  So I am saying for each of the projects identify how does it comply with this definition?

MS. DeJULIO:  Okay.  So these are our definitions, right?  

MR. SHEPHERD:  The Board will agree or not agree with you and me.  

MS. DeJULIO:  Okay.  

MS. GIRVAN:  Which list of projects?  The ones in --

MR. SHEPHERD:  The ICM list. 

MS. GIRVAN:  -- 11? 

MR. MACUMBER:  Yes, we will list under JT1.2, we will tell you why it's going to have an influence based on that.  

UNDERTAKING JT1.2 (ADDITIONAL):  FOR EACH OF THE PROJECTS ON YOUR LIST OF ICM PROJECTS, TO IDENTIFY THE SIGNIFICANT INFLUENCE ON YOUR OPERATIONS OF DOING OR NOT DOING THAT PROJECT

MR. SHEPHERD:  All right.  

MS. DeJULIO:  Yes, that it is a significant influence on operations based on our definition of significant influence on operations.

MR. SHEPHERD:  So now can you go to -- probably the best thing is the list in Staff 11, that detailed list.  Oh, can I read it.  I've blown it up to like 800 percent.  

And can you just walk us through this and tell us for -- where was I?  Sorry.  I lost track here.  How -- you have an ongoing M&A strategy.  Forget the mega-merger.  I'm not talking about that now, I'm talking about your general strategy, general M&A strategy. 

And I want to know for each of these projects how have you factored in the possibility of future M&A in your decision-making.  I mean, if your answer to all of them is no" that's fine.  None?

MS. DeJULIO:  I think that our answer, you know, that we gave you in the original response -- and maybe we could pull that up -- but, you know, these are required projects, whether we merge or we don't merge or we're bought or whatever.  

I mean, these take into consideration what Enersource as a stand-alone entity needs to do.  And, you know, for the bulk of it, it has to proceed eventually because of the conditions of the assets now, or the requirements of customers. 

MR. SHEPHERD:  So let me just hypothesize.  Do you have one of these substation upgrades that's in the north of the -- of your system, the far north of your system?  

MR. MACUMBER:  We have a land purchase to offload Erindale.

MR. SHEPHERD:  That is Duke?  

MR. MACUMBER:  No, that is Mini Brittania. 

MR. SHEPHERD:  Mini Brittania.  Okay.  

MS. GIRVAN:  Not Mini Orlando.


[Laughter]

MR. MACUMBER:  No, well, Mini Orlando is taking the 44 and converting it to 27.6 to handle growth in that area.  That is just for customer-driven.  The other one is to load off -- or to be built to take the load off of Erindale.

MR. SHEPHERD:  Yes.  I am trying to understand if any of those is close to Brampton.  

MR. MACUMBER:  Well, Mini Brittania, depending on where we get the land, it could be close to Brampton. 

MR. SHEPHERD:  Okay.  Let's just take that one into account.  Have you considered in assessing that particular project whether a merger with Hydro One Brampton, for example, would change your needs for substation requirements in that area?  

MR. MACUMBER:  Well, the issue is Erindale, not whether or not -- so I guess during the regional planning exercise it was determined that Erindale is being overloaded.  How can we best handle it?  And the three option was, build another TS station for 27.6, take it from Oakville TS across the -- basically 403-407 corridor, but that's not where the load is.  So we're planning on building a mini-mini station to take 44, convert it to 27, to offload Erindale.


So it has nothing to do with Brampton.  But when they did the regional plan, that was assessed of what is the best way to handle Erindale situation. 

MR. SHEPHERD:  So in that regional plan you would have looked at what facilities does Brampton have -- 

MR. MACUMBER:  What load do they have and how can they feed Erindale.

MR. SHEPHERD:  Could they help you with it rather than you doing it internally?

MR. MACUMBER:  When we did the study the only options that we could come up with with Hydro One was a TS or feeding from Oakville TS, or building a substation to feed the 27.6. 

MR. SHEPHERD:  There wasn't a substation, for example, across the border in Brampton that you could have used? 

MR. MACUMBER:  My understanding, there is a substation there, a transmission station, Jim Yarrow, but it doesn't have capacity to offload Erindale.  That is my understanding, and that would have been addressed in the regional plan if that was an option. 

MR. SHEPHERD:  So the answer is, that because that was done in a regional plan -- on a regional planning basis, you would have considered contiguous areas anyway?  

MR. MACUMBER:  Well, my understanding is, yes, is that's why they put into the regional planning exercise for different sub-regions, how are they fed, how will they be fed in the future?  What's their forecast?  And what is the best solution for all ratepayers?  

So that is my understanding of what the process was for, and we were heavily involved with our area and what our load needs were, and that was the proposed solution that I believe we submitted this study in the evidence. 

MS. DeJULIO:  Yes.  It is filed in the evidence. 

MR. SHEPHERD:  So would that generally be true of most of your physical system infrastructure?  I am going to get to general plant in a second, but in terms of physical infrastructure, the only time in which a potential merger with another utility would matter, you would already have considered it in regional planning analysis anyway.  Right?  

MR. MACUMBER:  Well, yes and no.  I would say, let's assume -- I don't want to go into the merger scenario -- but for distribution infrastructure it may actually solve some issues like load transfers, where they're in your territory.  We don't have to change a territory, and we're feeding them, and it is more efficient to just continue feeding them, and we don't have to do an application to switch who they're feeding.  That would probably be something that would make sense to the -- 

MR. SHEPHERD:  Yeah, but that's a minor problem. 

MR. MACUMBER:  But that is the only thing I can think of that would help, because installing infrastructure, distribution infrastructure, to service a customer, it is the artificial border is the only thing that I could think of from a system point of view that would change, right? 

MR. SHEPHERD:  So in the longer-term -- and I will just use Brampton as the example, because they're contiguous -- in the longer-term if you merged with Hydro One Brampton you might well reconfigure some of your system to treat it as all one area and be more efficient, but that is not going to happen this year or next year.  It's a longer-term sort of planning --

MR. MACUMBER:  From a distribution infrastructure -- they're long-life assets.  To connect them is not inexpensive.  And, yes, it would be a longer-term plan. 

MR. SHEPHERD:  Okay.  Now, with respect to general plant, that's a different story, right?  General plant you might have some impacts of a merger, whether it is a merger with Brampton or with Oakville or with Milton or whoever.  You might have impacts in the sense that you might have duplication of assets.  Is that right?  

MS. DeJULIO:  You're right, that might happen.  That might happen.  

MR. SHEPHERD:  And I take it that when you do your planning for capital spending you don't take those possible impacts into account.  Not just now, but anytime in the past, you have never said, well, what happens if we merge with Toronto Hydro?  Or what happens if we -- you know, that sort of thing.  You never asked that question?  

MS. DeJULIO:  Our -- all the applications I have ever been involved with in the seven years I have been at Enersource have always been stand-alone applications, and, you know, there is always big thoughts going on in the organization.  But you have to file what you know is the closest to the truth that you have.  

MR. SHEPHERD:  And so this application, for example, assumes basically you will never merge with anybody.  Right?  And I am not saying that in a bad way.  It is because that is the concept, right?  

MS. DeJULIO:  It's what we need in 2016.  

MR. SHEPHERD:  All right.  And so when you are doing your capital planning, do you include contingency planning particularly now when M&A is a live public issue -- not just your merger but you know, it is, the government is pushing really hard for it -- do you include, for example, contingencies like when you are buying a piece of software, saying well you know, we want an out clause in case we merge, that sort of thing?  

MR. MACUMBER:  Well, I'm just going to go back to how we propose to true-up what we're asking for.  If we're listing the projects and we don't finish that project, we're -- or don't do the project, we're suggesting that we're going to refund that money to the customer. 

So you don't have to go to any kind of M&A activity or anything like that.  If something did happen and we didn't do the project, then we would refund the money to the customer.  

MR. SHEPHERD:  If you spend an extra couple of million dollars on your CIS this year and then next year you adopt the PowerStream CIS, yeah, that costs us money and that is what I am worried about. 

MR. MACUMBER:  But I think we have stated that what we're trueing-up is not any kind of overage and we would spend on our system prudently. 

So if there was a reason not to spend it, we would refund it.  If there was a reason to spend it and that we would use that software for a period of time, we would spend it. 

MR. SHEPHERD:  No.  What I am trying to understand, Mr. Macumber, is if you spend the money this year -- as planned, exactly as planned -- and then next year have to throw that software in the garbage because you're adopting an enterprise-wide system, how do we get protected for that?  How do you take that into account in your planning, if at all?

Maybe the answer is no, but -- 

MR. MACUMBER:  Regardless of which company it would be, if you were to move off a platform that a company was using, there is going to be a substantial amount of money to convert to whatever that new company is. 

So you are asking me for a hypothetical situation where would I have an asset that I write off?  Possibly, it could happen.  But at the same token, there's going to be a significant amount of money spent on integrating the system. 

So I am not sure I can compare the two and say who is kept whole.  

MR. SHEPHERD:  All right.  And maybe I can just ask -- this is probably a short one.  But my fifth question is relating to the timing of the application.  

I understand what your response was, there was a proper deadline.  There's a deadline set out for an ICM application.  

But I also understand that you would have been aware that this was a complex application with a lot of money involved and that it might take awhile. 

So my question is:  Why didn't you ask for the money sooner, so that you could have rates in place by January 1st? 

MS. DeJULIO:  Are you asking us why we didn't file it last April, for example?  

MR. SHEPHERD:  Yes, for example. 

MS. DeJULIO:  Because we didn't have this information last April that we were going to be paying Hydro One as much as we are now required -- what we have now paid as of December.  

We didn't know what that amount was.  We were still having significant conversations and discussions with Hydro One. 

MR. SHEPHERD:  Until when?  

MS. DeJULIO:  Until July, probably August.  

MR. MACUMBER:  We finished in November. 

MS. DeJULIO:  Then we finished in November. 

MR. SHEPHERD:  But there is a point at which you knew you were going to need the money at least by 2016. 

MS. DeJULIO:  We didn't know how much it was, though.  And frankly, you know, we weren't contemplating an ICM until our numbers from our own budgeting process were starting to be formulated, and then knowing that Hydro One was asking us for money in what we thought was high the 30s, perhaps high $30 million.  So that’s --

MR. SHEPHERD:  It turns out 41 is the last number, is that right?  

MS. DeJULIO:  Well, just over 40.  40.5.  So you know, it was just timing. 

I mean, we didn't know this in April and if we had known then, maybe, yeah, we would have filed earlier, but we didn't know. 

MR. MACUMBER:  And just, sorry, but the application for an ICM, a regular one, would be August, right?  

MS. DeJULIO:  Yes, yes.  

MR. SHEPHERD:  I am not saying you didn't follow the rules.  I'm saying that, as a practical matter, if you filed in August you would have known that the Board wouldn't have made a decision on time for January.  

MS. DeJULIO:  Well, we didn't know that.  We thought that the Board would be able to make a decision in time.  But there was a lot of information and, you know, time is where we are now.  This is where we are now. 

MR. SHEPHERD:  My impression is -- and I am not trying to put words in your mouth.  I really got this impression from the application that but for the $40 million to Hydro One, you probably wouldn't have gone ahead with an ICM application. 

MS. DeJULIO:  No. 

MR. MACUMBER:  No, no. 

MR. SHEPHERD:  It wasn't enough to -- 

MS. DeJULIO:  You know what, Jay?  It had become a point in the organization where, you know, the cumulative effect of the huge increase in capital spend relative to our base year or rebasing year of 2013, is just -- it was just not sustainable any more. 

So we had an idea we were going to be filing an ICM, or we certainly started contemplating this.  We just couldn't -- you know, the cumulative effect was just too much by the time 2016 has rolled around. 

So you know, Hydro One, yeah, that pushed it over the edge for us for sure. 

MR. SHEPHERD:  But you were already spending more than your original plan in 2014, and you knew 2015 was going to be higher than was included in rates.

And you thought how many years can we go on like this, we need to deal with it.  Is that --

MR. MACUMBER:  To be honest, yes.  

In 2014, we spent more.  In 2015, we spent a significant amount of money and we know that we need to renew our system, and our board and our management team said we can't continuously do this without assistance.  

MR. SHEPHERD:  And so that brings me back to the question that I sort of alluded to earlier that I am trying to understand.  Knowing that in 2014, you've already gone way over and in 2015, you were going to, because you had a plan in place to do it, I would have thought you would have to think very carefully about custom IR, because it's not going to stop, right?   

MS. DEJULIO:  Thinking about custom IR, yes.  But we wouldn't have come in for now for custom IR.  We weren't prepared to do that many. 

MR. SHEPHERD:  And why was that?  

MS. DeJULIO:  Well, it is a lot of work.  You know, it is five years' worth of detailed projections and forecasts and costing.  And if we were going to do it, it would likely be for 2017, right, which is when our normal course of rebasing would be.  

MR. SHEPHERD:  Although the Board had said that you could come in earlier for a custom IR. 

MS. DeJULIO:  No.  But we also know ratepayers don't like it too much when you come in earlier.  

MR. SHEPHERD:  Yes, okay.  That's a good time to break if you want to. 

MR. LANNI:  Fred, how much time will your team need?  

MS. DeJULIO:  Enough to go to the bathroom. 

[Laughter] 

MR. CASS:  What do you think?  Forty-five minutes?

MR. LANNI:  So we will reconvene at two o'clock.  Are we good with an hour?  We will reconvene at two o'clock.  

--- Luncheon recess taken at 1:00 p.m.
--- On resuming at 2:01 p.m. 

MS. SCOTT:  I am sure Richard will join us shortly, but in the interests of getting out today and not having to come in tomorrow, let's get started again, Jay.  You're continuing.

MR. SHEPHERD:  I have five more questions, but I don't think they will take as long as the first five, unfortunately.  

So the sixth question relates to your response to 2 SEC 4.  What we wanted you to do is report by the four categories on the basis of capital additions, and you said you couldn't because your accounting system doesn't allow for it. 

And I don't understand, since those are the Board's requirements and since capital additions are what you have to record for rate base purposes, I don't understand what the limitation is in your accounting system.  

MR. MASTERS:  So the capital additions is made up of our capital spend, like, the cap ex that we're seeing here, plus our borrowing costs, they're about half a million dollars, so we don't traditionally track -- we don't usually track at that level of detail, so it is something that we could allocate out, but it is not going to make a material difference. 

MR. SHEPHERD:  What borrowing costs?

MR. MASTERS:  So when we have something -- when we have projects that are in the CIP we're allowed to capitalize part of the -- like, at an interest rate, we're allowed to capitalize some of that expense.  So that gets rolled into our capital spend each year. 

MR. SHEPHERD:  Yeah, my question was not about AFUDC.  My question was about the timing of rate base.  So the main difference that we're concerned with is capital expenditures are spent at a certain time.  They're not the same as the time you put it in rate base.  That's capital additions.  And that's the number we want.  

MR. MACUMBER:  Well, the way that the question is worded, whether or not it is system service, system access, general plant, that's the categories for the Board and how the Board wants to see the plan going forward. 

For our accounting purposes, for the type of assets, we have wood poles, concrete poles, transformers, underground equipment, things like that, we don't capitalize based on system service, system access.  We capitalize based on the type of asset it actually is.  

So we follow the Board's rules with what type of assets we're tracking.  We don't track our asset additions based on the categories of our capital expenditures. 

MR. SHEPHERD:  And that's my problem, is that you are required to do that.  The Board requires you when you filed a cost of service to file every year on that basis of those four categories.  And so your system must be able to do it.  

MR. MACUMBER:  Well, we have capital spending, we have capital contributions in addition to depreciation.  What I'm saying is we don't do it by the categories, system service, system access.  We do it by the type of project we're doing, and then we capitalize the individual asset, what it actually is. 

MR. SHEPHERD:  I heard that.  The problem is that when you file anything for regulatory purposes, you are required to file capital additions on the basis of those four categories.  It's stipulated right in the filing requirements. 

And so presumably your accounting system will allow you to do that, because otherwise you wouldn't be able to do a --


MR. MACUMBER:  We do it on a total basis based on the stuff we're investigating, but I don't recall ever reading anywhere that we have to break it down by system service, system access, into these categories.  And our accounting system is designed so that we capture the cost for wood poles, concrete poles, et cetera.  We're not --

MR. SHEPHERD:  I understand that. 

MR. MACUMBER:  I'm just saying that we don't capture our costs that way.  

MR. SHEPHERD:  There must be a miscommunication here.  If you file a cost-of-service application, and maybe this question is -- 

MS. DeJULIO:  We're not filing a cost of service.  

MR. SHEPHERD:  If you do, you will be required to file your historical capital additions every single year, based on these categories.  Right?  

MS. DeJULIO:  I don't have the filing guidelines in front of me, so I can't confirm or deny.  

MR. SHEPHERD:  All right.  I tried my best.


My next question is with respect to the LRT, and we asked how much is Brampton contributing, I guess.  I don't have it in front of me, but I think that is what we asked.  And you said you don't know?  And I guess --

MR. MACUMBER:  Brampton or -- and the Metrolinx?  

MR. SHEPHERD:  Hydro One Brampton.  So this is --

MR. MACUMBER:  This is just the portion that is Mississauga.  

MR. SHEPHERD:  No, I understand, but it is on the border, right?  Brampton is contributing too to the same project, right?  


MR. MACUMBER:  Well --

MS. DeJULIO:  You know what, I don't know.  I just read in the paper last week that the council at Brampton has rejected this whole project, so, you know, maybe you should talk to the council there or talk to the region or something like that.  But we're not involved in anything that's going on in Brampton.  We're only working in Mississauga. 

MR. SHEPHERD:  It is one project, right, it is one Metrolinx project. 

MS. DeJULIO:  Yeah, but you should talk to Metrolinx about the whole overarching project.  All we can talk about is what they've asked of us in Mississauga. 

MR. SHEPHERD:  If it has been refused by Brampton then doesn't that mean you don't have to spend the money?  


MS. DEJULIO:  No, no, it has nothing to do --

MR. MACUMBER:  No, no, it's where it ends in Brampton, is the issue, I believe, is that where Metrolinx proposed to end the line in Brampton, Brampton has decided -- their council has decided they don't want it to end there, and they voted to not proceed at that ending --


MS. DEJULIO:  That --


MR. MACUMBER:  -- with that route.  But --

MS. DeJULIO:  They rejected the route.

MR. MACUMBER:  But we can't comment on that.  This is just from Port Credit to essentially the end of Mississauga at Hurontario.  So this is just the work that we need to do to be able to either move our plant or whatever we need to do to facilitate the line being put in Mississauga.  

MR. SHEPHERD:  When did Brampton council put a hold on it? 


MR. MACUMBER:  I --

MS. DeJULIO:  Actually, it was -- I just read about it in the paper last week, but I think it was several months ago. 

MR. MACUMBER:  But I don't know if they put the hold on the whole thing --

MS. DeJULIO:  Well, they have rejected the, you know, the proposal and the route, from what I understand.  It is the route is what is contentious in Brampton. 

MR. SHEPHERD:  So have you followed up with Metrolinx to find out whether that changes the timing of anything?  

MR. MACUMBER:  The last time we met with Metrolinx to see the Enbridge, Bell, et cetera, was back in September, and they were proceeding with the Mississauga phase according to their plan.  

MR. SHEPHERD:  And they were aware at that time that Brampton city council had not approved it?  

MR. MACUMBER:  You're asking me a question about a provincial government agency, about where they're putting an LRT in the city of Brampton, which I can't comment on.  

MR. SHEPHERD:  I am not asking you about that.  I'm asking you about the timing of this project.  If it's a project that goes through two municipalities and one municipality has said no, then that suggests that your municipality will not proceed right now.  I'm asking -- 

MR. MACUMBER:  Our municipality is -- is a -- has already approved the route that Metrolinx has put forward.

MR. SHEPHERD:  And is your evidence that you have -- that the delay in Brampton because of the refusal will not affect Mississauga?  

MR. MACUMBER:  That is my understanding, yes. 

MR. SHEPHERD:  And you have asked that question of somebody?  

MR. MACUMBER:  I haven't asked it, but -- 

MR. SHEPHERD:  Will you undertake to ask it?  

MR. MACUMBER:  No.  I can't undertake -- it's not our project.  We have been told by Metrolinx when we gave the information is, we're going ahead with the project from Port Credit through the downtown core, out.  Give us your preliminary plans of moving your equipment to facilitate the Metrolinx project.  This is going to happen between 2017 and 2022.  Give us your plans so we can go get funding from the provincial government to do the route.  

I can't undertake to ask Metrolinx when they have produced their budget saying they're going to spend 1.6 billion on the line, if you're still going to spend 1.6 billion.  

MR. SHEPHERD:  I didn't ask you to do that.  I asked you to undertake to find out whether the refusal from Brampton to approve what Metrolinx has proposed will affect the timing of your spending.  It's a phone call.  

MS. DeJULIO:  You know what?  We're not comfortable taking on that undertaking.  

MR. SHEPHERD:  All right.  Next is a question with respect to 2 -- so that's a refusal.  So next is with respect to 2 SEC 8.  And what we asked you to do is say -- because you've set up certain riders based on -- and you split it up based on distribution revenues, right?

MS. YEATES:  We use the Board's capital module in order to calculate the incremental revenue requirement, and subsequently in that same model you're allowed to choose whether you're going to recover that incremental revenue via either 100 percent, that it is 100 percent variable, or a combination of both as part of the model.  

MR. SHEPHERD:  And you chose? 

MS. YEATES:  A combination of fixed and variable. 

MR. SHEPHERD:  Okay.  And that, therefore, splits up the costs between your ratepayers based on current distribution revenues; is that right?  

MS. YEATES:  Yes.  As modelled -- as provided in the model.  So that is what the model does.  

MR. SHEPHERD:  Well, it is your application. 

MS. YEATES:  Right. 

MR. SHEPHERD:  I'm asking what your application asks for.  You are asking to charge your customers, I think -- 

MS. YEATES:  -- right. 

MR. SHEPHERD:  -- based on current distribution revenues, right?  

MS. YEATES:  Right.  So when you complete the Board's model to ask for incremental revenue requirement, the Board model uses the applicant's most current allocation of revenues to allocate the incremental revenue by class.  So that is what the model does, yes. 

MR. SHEPHERD:  And that is what you're asking for?  

MS. YEATES:  Correct. 

MR. SHEPHERD:  Okay.  So I am asking if it was allocated on a cost of service basis -- this is what the question said.  If it's allocated on a cost of service basis, you take these assets that you are going to put in service, if you allocate them instead on a cost of service basis, who pays and is there a material difference?  

I am guessing there is, and that's why I'm asking. 

MS. YEATES:  We're filing -- the ICM is filed as part of your price cap.  And then we followed the filing requirements, which was completing the Board's capital module in order to be able to calculate not only the revenue requirement, but the required rate riders associated to that. 

MR. SHEPHERD:  It's a policy, so it is not binding. That's why I'm asking the question. 

If there is a material difference between how you are proposing to recover it under the policy, and how it would actually be recovered under a cost of service, it is legitimate for us to raise it.  

So we need that data in order to see if there is a material difference.  

MS. YEATES:  But considering it is not a cost of service proceeding, we would not complete that exercise within this type of proceeding.  

MR. SHEPHERD:  That's -- sorry.  Is this a refusal?  Because -- 

MR. CASS:  Ultimately, Jay, I think that is where it's going to end up, yes. 

MR. SHEPHERD:  I think I am well within my rights to ask who is going to end up paying for this, and are my clients paying extra because of how you are recovering it under a non-binding policy. 

MS. DeJULIO:  It might be non-binding.  But it is OEB policy and applicants have a tendency to follow OEB policy.

And by the way, this is not a cost of service and that's a completely different exercise that takes on, you know, a whole life of its own that we certainly did not have the obligation to conduct and have chosen not to.  

We're using the existing cost allocation policy as according to our last cost of service.  

MR. SHEPHERD:  And so you are unwilling to put these assets into your cost allocation model and see who pays?  

MS. YEATES:  With respect to the cost allocation model, since we last filed our 2013 cost of service application, the cost allocation model has been updated. 

So there have been several updates.  So the transformer allowance has been revised in the current version.  The street lights; there's a street light adjustment factor. 

There are other changes that went into the model since we last filed. 

MR. SHEPHERD:  You don't have to use -- 

MS. YEATES:  So you have to take a comprehensive -- you'd have to look at the model as a whole and factor-in all changes, not in isolation -- 

MR. SHEPHERD:  Why. 

MS. YEATES:  In order to get -- if you were to do that exercise, you would want to get the most accurate result. And in order to get the most accurate results, you would -- 

MR. SHEPHERD:  No. 

MS. YEATES:  -- want to factor-in all of these that have been -- all changes since our last filing. 

MR. SHEPHERD:   I am asking -- this 71 million dollars 

of rate base, right, how is it allocated under the cost 

allocation model?  Who pays?  

I am not asking about anything else.  I'm asking about that $71 million.  Who pays for it if it’s allocated under the cost allocation model?  It may be the same.  But it's not a big deal to feed it into the cost allocation model and find out the answer. 

MS. DeJULIO:  But it would be kind of an artificial exercise, because you're cherry-picking the changes you're going to make as opposed to all of the changes that go into that model. 

MR. SHEPHERD:  Just like you're cherry-picking the rate increase you're asking for only ICM projects. 

So you only want an increase for the ICM projects, fine.  We only want the allocation for those same projects.  That is what I am asking for.  It's not that difficult.  

MR. CASS:  Well, Jay, I don't know that we can take it any farther than that today.  It is a refusal at this point.  We can talk about it amongst ourselves away from the hearing room here.  But at this point, I don't see that we can take that any further.  

MR. SHEPHERD:  All right.  The next one is AMPCO 14.   So you have different costs if you're replacing a pole on a planned and on a reactive basis, all right?  

And what we would like to know is where did you get these numbers?  

MR. BORAS:  So I think we provided in the evidence that we took an example of installing a 45-foot pole on a radial circuit, and we obviously made an assumption that if that pole had to be installed on an emergency basis, it would have to be done outside of the regular hours.  So that requires obviously the crews addressing the issue and basically putting off, you know, other work they have to do and basically doing the work sort of during the premium.  

MR. SHEPHERD:  Well, am I correct that the main reason for the difference in these two costs is overtime costs in the labour?  

MR. BORAS:  Yes.  

MR. SHEPHERD:  That's almost all of it, right?  There is a $3900 difference, and I am guessing that more than three thousand of it is the difference between straight time and -- 

MR. BORAS:  Yes.  Based on this example, yes. 

MR. SHEPHERD:  And you don't have empirical data on how much it actually costs you to replace on a reactive versus a planned basis, do you?  

MR. BORAS:  No.  

MR. SHEPHERD:  Why not?  

MR. BORAS:  Because it goes back to how we do our projects. 

So one of the things we provide in the evidence is that running a pole to a failure is something that we would not do.  So basically when we do come up with a list of projects, we have to look at all of the risks associated.

And that is what we provided in the evidence as well, that you have to consider the safety, reliability, customer impact, and interference with the plan of work. 

So those are the things that we considered.  So it wouldn't just be on the basis of it is costing more.  

MR. SHEPHERD:  All right.  But I was asking a narrower question than that.  

You have replaced poles on a reactive basis in the past? 

MR. BORAS:  That's correct. 

MR. SHEPHERD:  And you have replaced them on a planned basis in the past?  

MR. BORAS:  Yes. 

MR. SHEPHERD:  You just haven't recorded the costs of those?  You don't have a record that you can say here's our past history of those two options?  

MR. MASTERS:  Yes, we don't track work orders to that level of detail for replacement.  Like every individual job isn't tracked. 

MR. SHEPHERD:  Fine.  And my last question is with respect to AMPCO 15(a).  In your answer to AMPCO 15(a) you said to refer to AMPCO 10 and AMPCO 11. 

I went to AMPCO 10 and AMPCO 11, and I couldn't find the answers.  Maybe I just missed it -- 

MR. BORAS:  Just give us a second.  So AMPCO 10, which is referring to providing the population of our assets, major assets and then the end-of-life for those assets and how many are beyond, I believe we provided in appendix P.  

MR. SHEPHERD:  Well, this asks the number of wood pole 

failures and concrete pole failures. 

MR. BORAS:  So that is AMPCO 11.  I think you asked for AMPCO 10 and 11 right?  

MR. SHEPHERD:  No.  I actually asked -- 

MR. BORAS:  Just 11?  

MR. SHEPHERD:  No, no, you referred to AMPCO 10 and 11.  AMPCO 10 doesn't talk about failures at all, right?

MR. BORAS:  No. 

MR. SHEPHERD:  So that is not helpful.  So where does AMPCO 11 help us?  

MR. BORAS:  So AMPCO 11, I believe we provided in our responses that we're not able to provide that information because that's something currently we're not tracking, in terms of the failures for each of the major assets.  

MR. SHEPHERD:  So your answers -- the answer to the question is not to look at AMPCO 10 and AMPCO 11, because it's not there.   It is actually, we don't have this information.  

MR. BORAS:  If you're asking me specifically about AMPCO 11, no, we don't have the information. 

MR. SHEPHERD:  No, I am asking you about AMPCO 15(a). 

In AMPCO 15(a), your answer, I take it, is we do not have this information.  Is that right?  

MR. BORAS:  No, we don't.  We don't have it. 

MR. SHEPHERD:  That's all of my questions for now.  Who is next?  

Questions by Ms. Girvan:

MS. GIRVAN:  I just have a few, thanks.  Can you please turn up Staff number 8, please?  

MR. AIKEN:  Can you speak up, please? 

MS. GIRVAN:  Sorry.  My thing -- my microphone wasn't on.  

Board Staff number 8; I am just trying to understand the answer to this, and we're trying to understand the relationship between these two stations and why at the end of the day a new station is required.  So can you help me with that?  

MR. MACUMBER:  Which new station?  

MS. GIRVAN:  The Erindale -- if you read through the three options, it says at the end of the day a new station is required.  So I am just trying to understand the justification for that.  

MR. MACUMBER:  Sure.  Yeah, no, but -- okay.  So originally when the study was done for Cardiff, I believe was 2003, Cardiff was built to offload the 27.6.  When you're building stations you're building for peak. 

Essentially when we did the regional study for Erindale it is forecasted to be over the peak on the 27.6 and we need to address the peak for Erindale on a monthly basis on how they collect revenue.  We do not hit the peak on every station every month, but during the summer months Erindale runs over the capacity for that station on the 27.6.  So we need something to address Erindale's load in peak periods.  

MS. GIRVAN:  Okay.  Then you had the three options.  If you could turn to the next page, it says "build a new station --


MR. MACUMBER:  Yeah.


MS. GIRVAN:  -- transfer existing load", and I'm just still not clear as to why you had to end up building new stations. 

MR. MACUMBER:  Okay.  So when we went through the options with Hydro One during the regional planning -- I think I mentioned it earlier -- one option was to build a 27.6 transmission station.  One option was to feed it from Trafalgar across the highway to try to feed load in a completely different area than where it was located.  And the third option was to build a substation to take the 44 -- convert excess capacity that we have on 44 to 27.6 to offload Erindale.  

MS. GIRVAN:  And will this be in service in '16?  

MR. MACUMBER:  We've mentioned it before.  We're purchasing the land in '16.  The station itself is I believe in our forecast for '18-'19.  

MS. GIRVAN:  Okay.  Just to follow up on that.  Can you tell me, with respect to your whole capital budget for 2016 in terms of the ICM request, how much of that is land?  Like, what -- in terms of your total ICM request, how much of that is land?  For assets that won't be in service during '16.  

MR. BORAS:  You're basically asking how much in 2016 application, how much is for the land?  

MS. GIRVAN:  Yes.  

MR. MACUMBER:  For land, we got $1.5 million for land 

for -- 

MS. GIRVAN:  Is that just for the Erindale or is that for all --

MR. MACUMBER:  No -- well, we put -- our preliminary estimate was $500,000 for Webb, 500,000 for Mini Britannia, and 500,000 for Duke in 2016.  

After talking to the City, I can guarantee you in the downtown core it would be more than 500,000, is what they have told me.  

MS. GIRVAN:  And how did you come up with those amounts?  

MR. MACUMBER:  We looked at what we were -- our preliminary costs of an easement from Churchill Meadows TS to Winston Churchill, we roughly looked at the value of the land and said it would roughly be the same.  The city has told us that the amount of land in the downtown core costs quite a bit more than the land on the outskirts.  

MS. GIRVAN:  Okay.  But your projection right now 

in -- 

MR. MACUMBER:  What we have included is 500,000. 

MS. GIRVAN:  So it is 1.5 million in total. 

MR. MACUMBER:  For land, yes.

MS. GIRVAN:  For assets that won't be in service.  

MR. MACUMBER:  For land relating to substations. 

MS. GIRVAN:  Okay.  Could you turn to two interrogatories?  They're CCC number 8 and Energy Probe number 3, please.  And just briefly on CCC number 8, if you could pull up the numbers on Energy Probe 3, it says:  

"Enersource doesn't forecast contributions in aid of construction on an individual project level, but instead considers prior history, as well as the nature of expected jobs."

So then I turn to Energy Probe number 3, and if you turn to the second page, Energy Probe 3, is the CIAC -- that's it, yes, thank you.  Sorry.

So if I look at 2016, we have 2.1 million, and you have said in the other interrogatory that you base your forecast on history, and I am looking back on history, and I see that '16 is considerably less than your historical levels and even your future levels.  

I am just trying to reconcile those two.  You say that you base it on history, but to me this doesn't reflect history. 

MR. MASTERS:  Yeah, history is one -- probably the major factor.  But then with every -- every one of these individual jobs -- like, we can't forecast individual jobs, but we get a feeling for what jobs are coming up in the hopper, and we make a determination -- we basically do a guesstimate as to how much we think we will be able to recover from those, like, from a specific job, but we get a feeling for how much we think we can recover -- 

MS. GIRVAN:  But I just -- it just seems...

MR. MASTERS:  It does drop off in those years, so -- 

MS. GIRVAN:  Just in the one year, though, I am really more concerned about what you have in your '16.  It just seems out of place relative to every other year on the chart.  It just stands out to me as unusual, that it is so out of line with every other year. 

MR. MASTERS:  We don't have a specific job that is driving it, but it is the estimate that we made at that time.  

[Witness panel confers] 

MS. GIRVAN:  So do you have anything else for me, just in terms of why '16 seems out of line with every other year? 

MR. MASTERS:  Part of what has inflated the contributions in prior years is between the system service, a little bit in the system renewal as well.  We have the system service bucket dropping off.  And we've made our best estimation of where we think contributions will be on the system access piece going forward.  

MS. GIRVAN:  Which is zero -- 

MR. MASTERS:  So we had some significant projects in system service that were outside of our normal business.  

MS. GIRVAN:  So it is zero for '16?  

MR. MASTERS:  Going forward; that's right.  Like, we don't usually have contribution in that bucket. 

MS. GIRVAN:  Okay.  Another point to be made, if you look at the footnote at the bottom or the note at the bottom, it says that:

"'16 contributions in aid of construction are lower due to expectation of lower contributions related to road and industrial/commercial projects."

It is my understanding that those budget items are going up, because if you look at Jay's chart that he put together, it seems that, again, that is a bit of an inconsistency.  

MR. MASTERS:  In terms of the spend is going up?  Right.  The spend is going up, but as a percentage we're expecting it to be at this level.  So contributions -- let's see here.  

MS. GIRVAN:  It says:  

"Lower contributions relating to road and industrial and commercial projects."


But those budget items are going up.  That's -- I was just trying to understand the relationship.  You can get back to me through an undertaking if you would like to try to explain that.  

MR. MASTERS:  Because right now for the contributions that we have budgeted, the 2.1 million going forward, we have our gross system access capital actually dropping on that.  That is our forecast.  We're expecting that spend to normalize.  

This has been a very high year.  It's definitely exceeded what our expectations were.  We're expected -- like, what we have in our budget is that it will normalize, and then will come down, so the associated dollars per contribution will come down as well. 

MS. GIRVAN:  Okay.  All right.  Thank you.


If you could turn, again, to the chart that SEC produced earlier.  I don't have it -- a hard copy in front of me.  

Okay.  So if you scroll down to the general plant categories, do we have anywhere in the record numbers for 2015 for those categories?  

MR. MASTERS:  There is a table 5, I believe, in Staff 2-3.  

MS. GIRVAN:  Staff -- 

MR. MASTERS:  Sorry, Staff 3.  There is a table 5 that shows the trend of all of the -- 

MS. GIRVAN:  Of those specific items. 

MR. MASTERS:  Of those buckets, so not at that level of detail. 

MS. GIRVAN:  Do you have this level of detail?

MR. MASTERS:  I don't think that has been provided right now. 

MS. GIRVAN:  Can you provide that, please? 

MR. MACUMBER:  Is it not included in our DSP?  

MS. GIRVAN:  We have 2014 and we have 2016, and I am interested in seeing the trend with 2015.  

MR. MASTERS:  Yes, we can provide that.  We're still in the middle of year-end, so it is not a hundred percent. 

MS. GIRVAN:  Yes, I realize that, but just particularly for those items.  

MR. LANNI:  That would be undertaking -- that will be 

undertaking JT1.8.  

UNDERTAKING NO. JT1.8:  TO PROVIDE THE TREND FOR GENERAL PLANT FOR 2015

MS. GIRVAN:  Great, thank you.  

If now you could turn to CCC number 3, please.  I just want to be clear here -- no, that's Energy Probe 3.  

I am just trying to look at the rate impacts.  Does 

this tell me basically, for an 800 kilowatt-hour customer, the ICM would just be the difference between those two.  So it is 3.7 percent of the rate increase is related to the ICM?  

MS. YEATES:  Right.  If you take a bill impact and you 

removed the rate rider for the ICM, the bill impact would be the 1.07 percent mentioned. 

MS. GIRVAN:  Alternatively, it is about a 3.7 percent increase related to the ICM on the bill?  

MS. YEATES:  For the subtotal distribution. 

MS. GIRVAN:  Oh, it is the distribution rate increase or the bill? 

MS. YEATES:  The subtotal will be on the bill impact, the distribution.  

MS. GIRVAN:  Okay, all right.  Thank you.  So I just wanted to enquire about -- if you turn to CCC number 4 and you scroll down, you see the bill impacts for residential customers at 800 kilowatt-hours per month, that it’s a 7.8 percent increase and at 1,000, it is a 7.1 percent increase. 

Can you provide us -- have you provided us at all with how you are going to explain this to your customers in terms of what -- they're getting this increase on average of 7.8 percent.  Have you prepared materials or considered how you are going to explain all of this?  

Now, I realize that some of this is related to the Ontario elimination of the clean energy benefit, and other matters that are adding up to the bill.  But I just wondered if you’ve put your mind to how you are going to explain this to customers. 

MS. DeJULIO:  Well, you are right, Julie.  There is a lot there completely outside of our control.  It is out of our hands. 

And I understand that the Ministry of Energy, I think working with the OEB, has put together some bill messaging. 

So you know, we are going to use those messages as we are obligated to by the Ministry's direction to the OEB. 

Some of those are bill inserts, and I'm not sure if we have to put things on our envelopes again this time around, but we have had to in the past. 

And we put things on our website as we are usually required to, so talking about -- frankly, for some reason they're really promoting the information about the Ontario Electricity Support Program, and they have been kind of silent about the dropping of the Ontario clean energy benefit. 

So we haven't been given a lot of direction on how to -- 

MS. GIRVAN:  So you haven't prepared those materials yet?  

MS. DeJULIO:  Well, I can't say that we have or have not.  I know our communications department is certainly completely aware of this, and I know they're preparing materials for, you know, for these changes.  

MS. GIRVAN:  If you have any draft materials, could you provide them?  

MS. DeJULIO:  Sure.  

MS. GIRVAN:  Thank you.  We may want to comment at the end of the day about what we think might be in your materials.  

MR. LANNI:  That will be undertaking JT1.9. 

UNDERTAKING NO. JT1.9:  WITH REFERENCE TO CCC 4, TO PROVIDE MATERIALS TO BE PROVIDED TO RATEPAYERS THAT EXPLAINS THE PROJECTED RATE INCREASE 

MS. GIRVAN:  Okay, thank you.  Those are my questions.  

Questions by Mr. Janigan:  

MR. JANIGAN:  Thank you.  Panel, first of all, with respect to the document that was referred to earlier, the SEC AMP comparison, has that been marked as an exhibit for the purpose of the technical conference?  

MR. BORAS:  Sorry, which one? 

MR. JANIGAN:  The one that Jay took you through a little earlier.  Is that an exhibit anywhere -- 

MR. MACUMBER:  I think it is in one of your questions.  

MR. SHEPHERD:  It is supposed to be attached to an IR. 

MR. JANIGAN:  To an IR?  Okay.  

MR. LANNI:  If it makes it easier, we can mark it. 

MS. GIRVAN:  Why don't we?  

MR. LANNI:  Let's mark that as Exhibit KT1.2. 

EXHIBIT NO. KT1.2:  SEC AMP COMPARISON DOCUMENT

MR. JANIGAN:  Okay, excellent. 

And as I understand from your application, all of the capital expenditures that you incurred in 2014 and 2015 are not part of your ICM application.  Am I correct on that?  

MR. MACUMBER:  That is correct, other than the way we have done our CIP, is that CIP from 2015 rolls into 2016.  That is something that we did put into one of our responses.  Capital in progress or -- work-in-progress.  

MR. JANIGAN:  Work-in-progress, okay.  

MR. MASTERS:  And of course --

MS. GIRVAN:  Can Chris just clarify what he said? 

MR. MASTERS:  And the CCRA, the Hydro One CCRA was 

paid December 15 of '15. So that’s in our '16 --

MR. JANIGAN:  And why is that?  

MR. MACUMBER:  Hydro One requested the payment for cash flow purposes.  

MR. JANIGAN:  I turned you off earlier. 

MS. GIRVAN:  Sorry, I turned you off.  

MR. JANIGAN:  And that is the -- I guess, I don't understand why that payment has been included in 2016 onward, if essentially the principle of your application 2016 on forward with respect to the ICM application.  Can you explain? 

MR. MACUMBER:  We had assumed, when we put our application together, that the payment would be made in January.  Hydro One requested that it be made December 15th.  

MR. JANIGAN:  Okay.  Now, with respect to your ICM application, are there any amounts -- I mean, the size of the different amounts might have not been expected.

But are there any cost categories that were unexpected when you did your 2012 cost of service application?  

MR. MACUMBER:  I think -- 

MS. DeJULIO:  Can you give me a for instance?  

MR. JANIGAN:  Well, for example, the meadowlands, the Churchill Meadows payment, for example.  It was known that you would have to make a payment of some kind to Hydro One Networks for CCRA at the time of your application. 

The size of it might not have been known -- 

MS. DeJULIO:  No, no, we did not know in 2012 that we were going to have to make a payment to Hydro One. 

In fact, Hydro One gave us some money. 

MR. JANIGAN:  When was the first time they broached that?  

MR. MACUMBER:  It was in 2012 that we began conversations, because the station went live in July 2010.  

So in 2012, we started conversations with them, and went through 2013, 2014 and then 2015 as well.  

MR. JANIGAN:  So by 2012, you were aware of the fact that you had to make a --  

MS. DeJULIO:  Not by the time we filed the application, which was in April of 2012. 

MR. MACUMBER:  And this was different scenarios about how it played out with load, with the cost of the station, different scenarios about how they were trying to true-up the model.  

No, there was conservation activities and how that would affect load.  No, there was no intention until late 2014 that we knew that we were going to have to make a large payment, and we included it in our budget at that time. 

MR. JANIGAN:  The conversations in 2012; I assume the idea that Enersource would be making a payment certainly was discussed, was it not?  

MR. MACUMBER:  There was some conversation, but there was different scenarios. 

So at no point was there a $40 million payment.  

MR. JANIGAN:  Let me take another example.  I'm sure you were aware of the fact that you would have to be making system renewal expenses throughout the 2014, 2015, 2016 period. 

But the size of those expenditures might have differed from your expectations.  Am I correct on that?  

MR. MACUMBER:  I would say during 2012 of what we thought we were going to be doing is a lot different then of what we believe now.  Our system needs a substantial amount of work.  We didn't -- did not factor that in in 2012, and now we're addressing it, like we've stated earlier, by replacing our poles, replacing our equipment, having better information, knowing the state of our system, and trying to manage it efficiently and effectively. 

MR. JANIGAN:  That goes to the quantum of how -- of the size of expenditures you have to make.  But the categories themselves were known to you, though?  

MR. MACUMBER:  I would say the magnitude of the amount of work that we needed to do not just for the quantity, I would say that the size of undertaking that we needed to do, we did not know at the time.  

MR. JANIGAN:  That is not the same as quantity?  

MR. MACUMBER:  I -- you would -- if you take a step back and you say, well, I'm going to have to fix my whole system eventually, the quantity is always the same.  But what I'm saying is the amount that needs to be fixed was not known at that time. 

MR. JANIGAN:  Okay.  And the way in which you gained the information that was necessary to figure out how much work would be done was through your new asset management plan, the camp plan; is that correct?  

MR. MACUMBER:  We created a policy saying that we've got -- it's going to be systematic, we're going to have quality of data, we're going to have the right people in the right place.  We're going to make sure that an inspection of our system is accurate.   We're going to use that data.  We're going to get an asset condition assessment.  We're going to monitor our system for reliability.  We're going to inspect it for the environment, the criticality of our customers.  

We're making a much more proactive approach to managing our system than we've done in the past, and that is the reason why -- that we need to invest more money. 

MR. JANIGAN:  How did that differ from your previous asset management plan?  

MR. MACUMBER:  I can't actually speak to the asset management plan that was put in place before.  I wasn't part of the asset management group at that time. 

I can tell you once I became a part of it the first thing that in order to make a decision is you have got to make sure that you have the right information to make a decision.  

MR. JANIGAN:  So in effect, you didn't have the right information?  

MR. MACUMBER:  I don't think they had enough information. 

MR. JANIGAN:  All right. 

MR. BORAS:  Just to add to James's point.  Absolutely.  It was limited information available.  So as we mentioned earlier, in terms of inspections, you know, we've -- you know, there was visual inspections, in the past we used paper forms, so there wasn't really a sort of a systematic, essential way of collecting all of the information and addressing the -- or determine the conditions of our assets. 

And this is what we've done over the last two years, is we have really gone proactively to inspect all of our assets, gather that information, and look at what condition they're in. 

We have done a lot of work with our third-party contractor to help us out with the asset condition assessments, to understand the condition of our assets and using that information directly driving our capital programs.  

MR. JANIGAN:  And that's the Kinectrics report?  Is that what you're referring to, the third-party consultant?  

MR. BORAS:  That's correct. 

MR. JANIGAN:  Okay.  And that Kinectrics report was used as part of the information to prepare this application, was it?  

MR. BORAS:  That's correct. 

MR. JANIGAN:  Okay.  Now, just with respect to -- I don't want to repeat what my friend has gone through, a very comprehensive review of your different expenditures, but I wanted to look at system renewal to sort of understand the approach of Enersource. 

And if you look first on the management summary on page 28 of your evidence, it shows -- I will wait until it is called up.  That's tab 2, page 28.  

MR. BORAS:  You're referring to the manager's summary?  

MR. JANIGAN:  That's correct.  

MR. BORAS:  Okay. 

MR. JANIGAN:  And if you've got it, then we can proceed.  It indicates that:

"The expenditures for system renewal are expected to increase approximately 20 percent over the next five years.  The main reason for increasing costs in this area is due to a significant portion of the distribution equipment that was installed in the 1970s, '80s, and '90s having aged and reached the end of its expected useful life."

It seems to me all of that was known at the time of your cost-of-service application in 2012, was it not?  

MS. DeJULIO:  Yes.  We said that in fact in our application and in our proceeding then.  

MR. JANIGAN:  Okay.  And it notes further down below that:

"The underground cable faults represent the vast majority of total failures."

And when we look at the -- down table 7, the one down below, it looks to be that in fact the underground cable faults, the expenditures associated with them actually were the highest in 2010, 2011, and 2012.  

MR. MACUMBER:  No.  This is customer minutes. 

MR. JANIGAN:  Okay. 

MR. MACUMBER:  Outages caused by that type of fault. 

MR. JANIGAN:  Okay.  So the -- in fact, would those minutes also sound in expenditures?  

MR. MACUMBER:  Not exactly.  What we track is the outage cause code, if we can, and associated minutes with it.  We determine as part of our renewal program some of the areas that Branko went through earlier, is why we fix certain areas, is if it has cable faults, transformers that are leaking, other issues as well, but we know that 36 percent of our underground cable from our asset condition assessment is in poor or very poor condition.  And so we're addressing that by renewing our system.  

MR. JANIGAN:  Okay.  But I guess what I'm saying is that if you looked at the minutes associated with equipment failure back in 2010, 2011, and 2012, you might have come to the same conclusion.  

MR. MACUMBER:  You might have been able to come up with the same conclusion.  I guess what we're saying is, over the last few years we've determined that we need to invest more so that the system doesn't get worse.  

MR. JANIGAN:  Okay.  

MR. BORAS:  Just to add to that.  One of the interrogatories for the technical conference, AMPCO TCQ 6, asked for updated 2015 numbers, which I believe we've -- we can share that information. 

And what you can actually see is that the amount of underground cable faults that we're actually seeing in 2015 is ramping up, and we're actually seeing that in terms of customer minutes, they're going up, back to -- sort of in the range that we seen in 2010 and '11. 

MR. JANIGAN:  Okay.  I would like to just briefly touch upon the aspect of deferring your ICM projects to 2017.  And as I gather from your answers today that there is no quantification of the loss in reliability, but it is your evidence that you believe it increases the risk associated with reliability and increases the risk of outages.  Is that a correct summary of your position?  

MR. MACUMBER:  I would say that's a correct assumption, that if you do not replace your equipment, they will continue to fail, continue to age.  You will have more outages in the future.  The magnitude I can't tell you which year, you will have more outages.  And because you will have more outages you will end up having more costs responding to those outages. 

When you actually do replace it -- because you are going to have a significant amount to replace -- you have to secure the resources, the cash flow, and then the major rate increase that would come with it from trying to do all the capital replacement in one year would not be sustainable.  

MR. JANIGAN:  Okay.  There is no -- you have done no kind of quantification of that risk.  It's in essence a year putting off repairs that you have to do eventually, increases the possibility those repairs might result in problems.  Isn't that effectively what you're saying?  

MR. MACUMBER:  I...

[Witness panel confers] 

MR. MACUMBER:  I mean, you are correct.  I mean, I can't tell you that by deferring a project that it's going to worsen reliability next year.  It will eventually have an effect on reliability.  It will increase the risk that people will be out and will increase the risk that I won't be able to secure the crews or the cash flow or the rates to replace it in the future.  So by deferring it, the inevitable, is not a prudent thing to do.  

MS. DeJULIO:  I kind of think of it like a car.  I mean, a manufacturer might tell us to replace the oil every 5,000 kilometres.  But not a lot of people follow that; they probably push it out to 6,000 or 7,000 kilometres.

But at what point are you running your car very dangerously?  Is it 10,000 kilometres?  Should you wait that long?  That is a pretty risky way to operate. 

MR. JANIGAN:  Finally, if I could ask, is there any condition or undertaking that was part of the merger agreement that Enersource would apply for this ICM?  

MS. DeJULIO:  Sorry, could you ask that again, please?  

MR. JANIGAN:  Was there any condition, agreement or understanding, as part of the merger agreement between the utilities, that Enersource would apply for an ICM prior to the merger taking effect? 

MS. DeJULIO:  I think you're going into an out-of-scope area, Mr. Janigan. 

MR. JANIGAN:  I'm not asking for the effects.  I'm asking if there was any agreement beforehand that you’d do this as part of the merger. 

MS. DeJULIO:  I have no knowledge of it. 

MR. JANIGAN:  You don't know?  

MS. DeJULIO:  No knowledge. 

MR. JANIGAN:  Thank you very much, panel.  Those are all of my questions.  

Questions by Ms. Grice:

MS. GRICE:  Good afternoon; Shelley Grice with AMPCO. 

I filed a few questions in the new year, and I apologize for not getting them in by December 22nd, but I filed just a few questions where I had data requests.

But I have a few other questions as well.  So if it’s okay with you, I am just going to go through in the order of the binder, and I will get to those.  I will incorporate those into my questions, if that's okay.  

So my first question is related to supplementary Staff 11, and I just wanted to ask a little bit -- on page 3, you have scoring for system renewal and you give a score of ten for an asset that is in very poor condition, eight for poor, five for fair, et cetera. 

I just wondered, in the health index that you have for your assets, does it consider age in arriving at a poor, very poor rating?  Is that one of the inputs?  

MR. BORAS:  So in our asset condition assessment, depending on the asset, age could be a factor. 

So for example, for underground cables, you know, determining the condition of that asset might be a bit challenging.  So yes we are using the age to drive the determination of a condition of underground cables. 

But for assets where more information is available -- for example, poles -- we would have detailed inspections available.  And so, yes, that would also be a factor in determining the condition. 

Transformers, same thing.  We would look at, for example, potentially loading.  Is this transformer being overloaded?  Is it leaking?  You know, is there rust and so on. So we will look at other factors.  

So depending on the particular asset, yes. 

MS. GRICE:  In your poles example then, to arrive at these ratings of poor and very poor, it is age and condition?  It’s both, or is it just condition?  

MR. BORAS:  I believe -- 

MR. MACUMBER:  In 2013, most of it was age.  In 2014, we had done half of the system. so now you've got condition.  And now that we finished in 2015, we actually have condition of all of our poles.  

MS. GRICE:  Okay.  So just as an input to this rating, 

though, is it now condition and not age?  

And I guess the reason I am asking that is, if you turn the page, on page 4 you also have a score it looks like under age.  And I just wondered whether you scored again for age separate from that poor and very poor.  

[Witness panel confers] 

MR. MACUMBER:  When you're looking at the sheet about trying to prioritize, the reason why we would want to know the age of it is because we're trying to determine has it reached the end of its expected useful life. 

So are you proposing to replace something that hasn't reached the end of its life.  So we need to know why isn't it reaching what we had determined to be the end of a life. 

So I am going to use poles for example. If they're proposing a project that has a rebuild that is going to have 20 or 30 poles, but yet they're only 30 years old, I want to know why.  Why are you replacing them that they didn't reach their 45 or 55 year expected life.  So is it in a poor area?  Is the water conditions in the area rotting the pole, or due to termites?  Is there some reason I am replacing something. 

So it is another factor to highlight why are you doing the project.  Is it actually getting the benefit of what we installed.  

MS. GRICE:  So you are looking at age in a different way there?  

MR. MACUMBER:  For this example, yes.  This is a different example. 

MS. GRICE:  Okay, thank you.  On page 5, you talk about “Enersource prioritizes projects and programs” -- this is in part (c) – "based on a set of business values", and I wondered if your business values have been filed in this application.  

[Witness panel confers] 

MR. MACUMBER:  So we're just rolling it up to weighing our business cases when we put them together; customer focus, operational effectiveness and financial performance.  

MS. GRICE:  Okay.  Those are the RRFE objectives.  So you don't have a separate set of business values?  

MR. MACUMBER:  Well, we have broken them down as you go through.  And we talk about safety, customers, they combine into what the Board is looking for, and that's how we valued our projects as well.  

MS. GRICE:  Okay, thank you.  And as part of 2 Staff 11 you provided appendix A, that we have looked at a bunch of time. 

I just wondered, with respect to the total budget for 2016, I wonder -- what percentage of the costs here will be done by contractors?  Do you have a sense of how much you're going to do in-house versus how much you are going to do with contractors?  

MR. MACUMBER:  I don't have that off the top of my head, how much is going to be done by contractors.  

MS. GRICE:  Is that something you could provide?  

MR. MACUMBER:  We could give an estimate of how much capital is going to be done by contractors, yes. 

MS. GRICE:  Could you show a trend, if it's changed from 2013 to now, to what you are proposing for 2016?  

MR. MACUMBER:  We can show -- well, I think we can show the trend from 2013 to 2016, where we think contractor -- supplemental staff costs are going, yes.  

MR. SHEPHERD:  Can I just ask a little bit of a 

clarification on that?  

You can tell us what the actual contractor costs are for 2013, 2014 and 2015, right?  

MR. MACUMBER:  Well, we will put out the contractors that we have capitalized for our capital.  We will show the trend, yes. 

MR. SHEPHERD:  Then you could provide us with your estimate for 2016, so that we can see not just the trend but the actual numbers for each year?  

MR. MACUMBER:  All I can say is I think I know what you're asking, is you're asking how much went to capital and how much went to capital from contractors --  

MR. SHEPHERD:  Yes. 

MR. MACUMBER:  -- in 2013, 2014 and 2015, and what is our projection for 2016. 

MR. SHEPHERD:  Yes. 

MR. LANNI:  That will be undertaking JT1.10.  

UNDERTAKING NO. JT1.10:  TO ADVISE HOW MUCH WENT TO CAPITAL AND HOW MUCH WENT TO CAPITAL FROM CONTRACTORS IN 2013, 2014 AND 2015, AND THE PROJECTION FOR 2016

MS. GRICE:  Just a follow up question on that.  Do you do an analysis to determine for like-work what your contractor costs are compared to what it costs you to do in-house?  Are there similar activities that both parties undertake?  

MR. MACUMBER:  Yes and no.  For a lot of our rebuilds, we outsource.  For subdivision rebuilds, we outsource. 

For a lot of our overhead we're beginning to outsource that as well.  We don't have enough crews to maintain it and do the maintenance and connections and one-off replacements. 

So most of our renewal projects are outsourced already.  So any growth in that area, we're going to be outsourcing more.  So you will see that trend when I give you the contractor costs, that most of the increase, we can't secure additional resources.  

MS. GRICE:  When you do your budgeting, are you doing your budgeting assuming it is 100 percent Enersource, or do you factor-in you know, whatever percentage it is of contractor costs into your budgeting?  

MR. MACUMBER:  Well, when we do our budgeting we look at every single project.  We ensure that we either have the resource, or the manager of the area determines that, yes, I can secure the resource from a third party. 

We go through with what we're doing for each job and then price it out for what we're actually doing for each job and what type of resource would be used. 

So we factor that in when we put our budget together so we have enough resources to do the jobs that we're saying we are able to do.  

MS. GRICE:  Okay.  Thank you.


AMPCO 3, please.  And this is one of the questions that I filed.  And I had asked in the question if Enersource has any new proactive replacement programs that are new in 2016.  And the answer was "no", but I guess I should have further clarified if that's "no" compared to '15/'14, but I was more looking at, is there anything new compared to your 2013 cost-of-service year?  

MR. MACUMBER:  So I would say what's evident from our last cost of service 'til now, I think we stated the last time we were in we had asked for two years' worth of rates for capital.  We knew they were increasing. 

Would I say, yes, there's been additional programs?  Or a ramped-up of our programs?  Yes.  Transformer replacements, for sure, because of the leaking transformers that we have, the proactive replacement of those.  We've determined now that we've got better information on our poles there's a lot more poles that need to be replaced, where our program has increased for that. 

And our underground system is aging, and with factoring in the other components, so, yes, I would say from our last cost of service we have additional programs, additional rebuild programs, additional transformer replacement, and pole replacement programs than we had in the past.  

MS. GRICE:  Okay.  But does that mean it falls under new categories or old categories?  

MR. MACUMBER:  Well, our system is really the same that it was in 2012.  We have poles, wires, substations, vehicles, fleet, and software, and hardware.  

So the actual business hasn't changed.  I would say our focus on the system and what we're doing has changed.  So it's all perspective on how you look at it.  I would say they are new programs.  

MR. BORAS:  Just to add to that.  We have better idea what is in the field.  So since the last cost of service we have, for example, gone and inspected all of our 25,000 transformers.  So we are getting a better idea, you know, do we have transformers that are about to fail in terms of, you know, are they leaking?  Do they have PCB?  And we're continuously analyzing, inspecting, collecting the data, you know, where you can find, you know, hey, here's a transformer that we thought it was 1992, and when we actually gone back it might be, you know, older than that, which makes it a -- potentially a PCB. 

So this is where more information is getting a better idea what is out there, which was not fully available at the time of the last cost of service. 

MS. GRICE:  Okay, thank you.


I have a question related to AMPCO 4 that I also filed.  And this was just offhand if there was any explanation for why the outages and minutes related to splices and switches has decreased in 2015, especially for splices, it's gone, you know, it's almost nil.  And I am looking at the January to November 2015 column.  

MR. BORAS:  That's actually -- there was an error on our part, and we've provided an updated table for that.  So you will have it in the -- you should have it available as part of submissions.  So our regulatory group has it, and it will be submitted. 

MS. GRICE:  Okay, thank you.


And then I just wanted to ask a question about part (b), which has to do with tracking minutes for each cause code for equipment at or not beyond end-of-life. 

Is that something that Enersource plans on doing as part of your work in the future, that you are going to look at the age of the asset and -- when it fails, and track that information?  Will that be part of a future asset condition assessment?  

MR. BORAS:  We will be evaluating.  So, I mean, as part of our mandate, it is collecting more data and using that to drive our capital program.  So failure analysis obviously plays an important part, but we would have to evaluate and determine the costs associated and, you know, the benefits we would get from that. 

MS. GRICE:  So there are no costs in 2016 to do that?  

MR. MACUMBER:  Oh, well, we -- we don't have any cause to track that per se, about the type of equipment failing before the end of its useful life.  However, we do derecognize the cost of assets.  So indirectly we do have information on assets that are not reaching the end of their useful lives, and we plan that in as another factor when we actually plan rebuilds to make sure that it is usually an asset that has reached the end of its useful life, so we're not writing off more than we should be. 

But, yes, it will be a factor in the future, but first we have to make sure we're up-to-date with everything we have today.  

MS. GRICE:  Okay.  So the data that you have in that table, for instance overhead equipment, poles is part of that data, but you can't isolate your poles information separately.  It just all gets lumped into overhead equipment.  Is that -- is that -- do I have the right understanding there?  

MR. BORAS:  Yeah, that's correct. 

MS. GRICE:  And then the same thing for transformers.  You have different types of transformers, overhead transformers, underground transformers, but all of your failure data pools it all together.  Is that -- am I understanding that correctly?  

MR. MACUMBER:  I can tell you, if I'm correct on this table, what's been provided, we have our control room try to code it based on the outage that's actually out in the field.  They're going to -- I believe we filed the -- is it the CSA or...

MR. BORAS:  Yes. 

MR. MACUMBER:  The CSA, we have cause codes for it. 

They try to determine best possible -- what caused the outage, actually, out in the field.  But when they actually get out in the field it might be something different. 

Most of the time the control room is worried about getting people back on power, and the trouble truck is worried about getting people -- to accurately sometimes actually get the actual cause code is quite a bit of effort, and I am not sure that we're going to be spending a great deal of time in the next few years trying to drill down to make sure that they actually record exactly what caused the outage. 

MS. GRICE:  I guess what I'm trying to understand is the conversation that you had with Jay this morning where you showed on a map sort of your hot spots, and some were overhead and some were underground.  And I just wondered how you know where you need to spend your money if you can't -- if you don't know what assets failed, and --

MR. MACUMBER:  No.  We do know the areas that are having the outages.  A lot of the times -- and as you see from the bigger group, that is underground cable that is causing the failures.  What Jay was looking at was the actual transformer being out.  And I know he was trying to associate the transformer failings, not so much the transformer, but it gives you an indication of where you are having outages and why are you having outages. 

There still needs to be subjective input into the process to understand what caused it, was it momentary, was it sustained.  Is it because the cable is direct-buried, unjacketed, it's got electrical trees, water -- like, there is more analysis other than just a cause code to say you have an outage in the area that determines why we rebuild or fix something.  

MS. GRICE:  So in that example there is no confusion about overhead versus underground transformers, because you're looking at underground cable?  Like -- 

MR. MACUMBER:  Yeah.  Like, when we analyze our system, we will look at underground portions, what is causing the outage.  Typically you won't have -- on an overhead system, you're not -- if the cable fails it is easier to find, you can splice it.  But if the pole is rotten you're going to replace probably the infrastructure while you are there as well, so...

MS. GRICE:  Okay, thank you.  

Next question is AMPCO 5.  And I just wanted to talk about the table in part 2 where you provided your SAIFI and SAIDI results for 2010 to 2014 and you took out loss of supply and major event days, and I just wondered if you'd agree that the results for 2014 are actually below 2010, meaning your reliability is better than -- in 2014 than it was in 2010 when you take out loss of supply and major event days.  

MR. MACUMBER:  2014 was quite a cool summer.  So again, for SAIDI and SAIFI, because it is a system average it is best to look at trends over time than it is one-year compared to another year.  You have got to look at the trends. 

I'm not sure if we have the forecast for 2015. 

MR. BORAS:  Yes.  So this is going to be provided to you as part of the evidence, is -- because with one of the, as I mentioned earlier AMPCO TC Q6 asked for 2015 numbers. 

So for SAIDI numbers for 2015, we're ramping up to 43.98 in terms of SAIDI without MEDs.

MS. GRICE:  And without loss of supply?  

MR. MACUMBER:  I don't know if that has loss of supply in it or not. 

MR. BORAS:  We will check to check that. 

MS. GRICE:  If it doesn't, just so we can compare the run on the same table, that would be helpful.  Should we park that until the end?  

MR. MACUMBER:  You can mark it down that we will supply 2015 -- 

MS. GRICE:  On the same basis?  

MR. MACUMBER:  Yes.  I am going to preface this is an unaudited draft, because we’ve got to report to the OEB later and we get our internal auditor to check and verify.  So there will be unaudited. 

MR. LANNI:  And that will be undertaking JT1.11. 

UNDERTAKING NO. JT1.11:  TO SUPPLY UNAUDITED FIGURES FOR 2015

MR. BORAS:  To your point, I believe that we might have had a loss of supply.  So that number might have been -- might have to be adjusted. 

MS. GRICE:  Okay, okay, thank you.  

And then just on part (c) of the same question, you provided the contribution to SAIDI and SAIFI from defective equipment for the years 2010 to 2014.  And I just wondered if that was with or without major event days.  

MR. BORAS:  This is defective equipment. 

MR. MACUMBER:  We wouldn't consider defective equipment part of a major event day. 

A major event day -- currently our definition is using the IEEE, sorry – essentially, it would have to be three times our customer base minutes to flag it, to simplify it. 

We've had the ice storm, July 8th where they had Richview and Manby flooded.  We took out 80% -- that would be considered a major event day, not on our equipment.  

MS. GRICE:  Okay, thank you.  In AMPCO number 8, we asked questions about your asset condition assessment work performed by Kinectrics, and you provided the 2013 asset condition assessment along with the 2014.  

And I just want to understand what work was done prior to the 2013 assessment.  Do you have a 2012 Kinectrics report?  

MR. BORAS:  Yes, we do and that will be provided, because it was asked.  So it will be available, made available. 

MS. GRICE:  Okay.  What about prior to 2012?  Is there a 2011?  

MR. BORAS:  Yes.  So we will make that available as well. 

MS. GRICE:  That would be helpful, thank you. 

MR. BORAS:  Yes.  

MS. GRICE:  Do we need to add that into anything? 

MR. LANNI:  We can make that an undertaking JT1.12.

UNDERTAKING NO. JT1.12:  TO PROVIDE 2012 KINECTRICS REPORT

MS. GRICE:  And I just want to confirm that your 2016 capital plan was based on your 2014 Kinectrics asset condition assessment.  

MR. MACUMBER:  December 31, 2014, yes.  That would have been the end of the year, and our 2015 asset condition assessment was based on the end of 2014. 

When we put together our 2016 plan, that was a component of how to come up with the plan was the asset condition assessment. 

MS. GRICE:  Okay, okay.  I just want to confirm that you have failure stats for distribution transformers and underground cables, but not for any other assets.  That is something that was mentioned in the asset condition assessment report will be developed in future for the other asset groups, correct?  I have a reference; it is page 41 out of 149.  

MR. BORAS:  There is a number of items.  And as you see from AC to AC, there are certain things that have identified future improvements and we're working proactively to close those gaps.

So that is one of the things we will being looking at as well to make the health index more reflective of what is in the field. 

MS. GRICE:  Okay, thank you.  AMPCO 9; this again is a question that was part of what I had filed earlier this week. 

I just wondered if I could get an Excel live spreadsheet of appendix A. 

MR. BORAS:  Yes.  That will be made available.  

MS. GRICE:  Okay, thank you.  And then just in terms of the number of units that are planned for replacement and that have been replaced -- 

MS. GIRVAN:  Sorry, is that an undertaking?  

MR. LANNI:  Let's mark that as undertaking JT1.13.  

UNDERTAKING NO. JT1.13:  TO PROVIDE A LIVE VERSION OF THE EXCEL SPREADSHEET AT AMPCO 9, APPENDIX A

MS. DeJULIO:  Sorry, that is a live Excel --

MR. BORAS:  I'm getting questioned by my boss, so it's like --

[Laughter] 

MR. MACUMBER:  Where is 15?  

MS. GRICE:  So just in respect to that table where you filed the assets that have been replaced under each asset category, and then what's planned for 2015 and 2016 – and this sort of follows up on what Jay was asking about in his questions.  Is there are a lot of different places where these assets are being replaced besides system renewal?  

And the quantities that are provided in this table, is it for your entire system, or is it -- 

MR. BORAS:  It will be the total. 

MS. GRICE:  It's your total?  

MR. BORAS:  Yes. 

MS. GRICE:  Okay, thank you.  

AMPCO number 12; this is another question where we were hoping to get the live Excel spreadsheet.  

MR. BORAS:  Yes.  

MR. LANNI:  Mark that as undertaking JT1.14, please.  

UNDERTAKING NO. JT1.14:  TO PROVIDE A LIVE VERSION OF THE EXCEL SPREADSHEET AT AMPCO 12

MR. BORAS:  We're at 77 Fahrenheit. 

[Laughter] 

MS. GIRVAN:  I tried to adjust it.  It's 76. 

MR. BORAS:  Is this part of the technical conference, make them sweat?  

[Laughter] 

MR. LANNI:  If we were to have more questions, it would be an appropriate time for a break.  But if you think you are about done --

MS. GRICE:  You know, I just have a few more at the 

end.  Not many, but more than one.  

MR. LANNI:  So why don't we take a – well, let's break until 3:30.  Then we will finish with Shelley's questions, and Board Staff has about 15 minutes of questions.  

--- Recess taken at 3:15 p.m.
--- On resuming at 3:32 p.m. 

MS. SCOTT:  Randy, are you still there?  

MR. AIKEN:  Yes, I am.  

MS. SCOTT:  Great.  We're just waiting for Gia, and here she is, and then we will get started.  

MS. GRICE:  Okay, I just have a few questions left.


Earlier today you mentioned that you do not run poles to failure.  I wondered if you run any asset groups to failure?

MR. MACUMBER:  I would say that I'm going to use pad-mount transformers and things like that.  We do inspect them.  If they're leaking oil or they have some other reason that we determine that they have to be removed, we will proactively remove them. 

Typically, though, if we determine that there's nothing wrong, we probably would run like a pad-mount transformer to failure.  If it appears to be in working condition, there would be no reason to change it.  

MS. GRICE:  Okay, thank you.  

MR. SHEPHERD:  Sorry, can I just ask a follow-up question about that?  Have you looked at what the practices are in the industry for running to failure?  

MR. MACUMBER:  For most assets like that, when we did our asset condition assessment, we did talk to Kinectrics, and for things like pad-mount transformers, yes, typically people run them to failure, due to the cost of changing out something that still might have an expected life and still be useful.  So it's typical that on certain assets they would run them to failure.  

MR. SHEPHERD:  The reason I ask that is because we've just recently asked Entegrus, you know Entegrus, who are quite a good utility, to give us a list of all the things they run to failure, and it was quite a long list.  There was many types of cable and many types of transformers.  And so I am surprised when I hear a utility like yours say, well, there's only a few things that we run to failure.  

MR. MACUMBER:  No.  I didn't say that.  I would say that the reason why we're changing out things might not be because it's still electrical -- or it still can function electrically, but it's leaking oil and it is contaminating the environment.  I am only using that as an example where you still might run things to failure, but you're still going to change things out for other reasons.  

MR. SHEPHERD:  So you wouldn't take out a transformer, replace a transformer, a pad-mount transformer, because it's 40 years old and its time is up, but you would if it was leaking and if there were some other reason to do it, but not because you want to prevent the failure of that transformer.  

MR. MACUMBER:  No, exactly.  If it was determined that it was still useful and wasn't doing something else, we would leave it.  

MR. SHEPHERD:  Awesome.  Thank you.  

MR. BORAS:  That would be based on the conditions.  That would be based on the condition as well.  So...

MR. SHEPHERD:  Sorry, help me with that?

MR. BORAS:  So what I believe James was mentioning is that even though the asset is reaching end-of-life in terms of, let's say it is a 40-year pad-mount transformers, you wouldn't necessarily take it out.  You would also look at, you know, what is the condition.  So is it leaking and so on. 

So if it's not leaking and it might be 50 years old and it is still operating properly, then that's okay, and that would be reflected in our asset condition assessment.  

MR. SHEPHERD:  Well, your asset condition assessment still treats assets as in poor condition if they're old, right?  Or is it only if you inspect them and see that they've got a problem?  

MR. BORAS:  Yes.  So in the case of a pad-mount transformers we would look at the inspections as well.  So it wouldn't just be the age, for example. 

MR. SHEPHERD:  No, but if it was 50 years old you would still call it poor condition, right?

MR. BORAS:  Not necessarily.


MR. SHEPHERD:  No?


MR. BORAS:  Not necessarily.  It would be a factor, but --

MR. MACUMBER:  It would -- it would -- well, would say that it's probably say its reached its end of its useful life, but if there is no need to change it, we would not change it.  

MR. SHEPHERD:  Thank you.  

MS. GRICE:  Okay.  I have some questions on AMPCO 15.  And in that interrogatory, part (d), we asked for -- actually, it looks like part (c) and (d).  We asked for a listing of all of the expenditures in 2016 in addition to the wood pole installation programs that include wood pole replacements, and we asked that for wood pole and for concrete poles. 

And you provided a table that when you add up how many poles are being replaced it looks like you're replacing 205 wood poles and 320 concrete poles.  So that would be for -- by looking at this, it looks like that is everything.  That's not -- system renewal is not excluded here.  It looks like it is included and those are the totals.  Do I have that right?  

MR. BORAS:  Yes.  System renewal would be included.  

MS. GRICE:  Okay.  And then if we can turn to page -- this is the asset condition assessment report that was filed at AMPCO 8, and it's the 2014 version, page 145.  And it shows there that you have zero concrete poles in very poor condition and five concrete poles in poor condition.  And that is as of December 31st, 2014?

MR. BORAS:  Okay.  So I guess you are just wondering...

MS. GRICE:  Well, I just have one more little --


MR. BORAS:  Sure.


MS. GRICE:  -- piece of information I just want to add in, and that is at AMPCO interrogatory 10 you provided the number of poles, concrete poles, that are at or beyond end-of-life in 2015, and it's 71. 

So we have got zero in very poor condition, five in poor condition, 71 that are at end-of-life, but in 2016 you are proposing to replace 320 concrete poles, and that's in addition to what's been already replaced in 2014 and '15, which is 70 in 2014 and 100 in 2015. 

So I guess I'm just wondering if the asset condition assessment is sort of the foundation of your 2016 plan, and there are other examples when you look at the assets, that the numbers that you are proposing to replace greatly exceed the five that are in very poor condition, and I am just wondering why.  

MR. BORAS:  So there's a couple of parts to this.  So as we mentioned earlier, for our last ACA that we have done, which was based on the data as of end of 2014, we were in the process of completing or doing our inspection of our poles.  So we haven't fully completed all of the poles.  So that is reflected -- a reason. 

If you look at -- just give me a second.  If you look at, in the 2014 ACA, there is a section that shows you the summary of health indices for all the major assets.  I am just going to point you to that section.  

Just bear with me, because there's more to this.  So on page 27 of the ACA, page 27 of 149, so what you can actually see here is that if you're to compare the previous ACA study to this one, is in the 2014 ACA we were halfway through, or -- halfway through our inspections. 

So we had some inspection data available, and we basically started with the south part of the city, where we knew we have very old poles, and were mostly wooden, which is the reason why it is reflected in the deteriorating health index for the wood poles. 

On the concrete side we haven't -- at that time we haven't completed all of the inspections.  What -- and that's the reason why, when you look at the health index of concrete poles, you wouldn't see much of it, because it was mostly based on the age.  Once we go in this year to do the next ACA study we will have the full inspection data both for the wood and concrete, and I am expecting that that will be reflected, because there was a number of poles.  Even if you look at the AMPCO -- response to AMPCO -- just bear with me -- AMPCO 15, we did say that we had 1,100 poles in poor conditions, which is about 9 percent of our poles. 

MS. GRICE:  I'm talking about concrete poles. 

MR. BORAS:  Yes.  So my point is -- 

MS. GRICE:  That's 1,100?

MR. BORAS:  So 1,100 that we found that were in very poor conditions, and once we completed an inspection we actually found that some of those poles that are in poor condition were actually concrete, and that should be reflected in our next ACA study. 

Now, with respect to the renewal programs and the fact that we're replacing and installing a lot more concrete, it is not like-for-like replacements.  In a lot of instances we would determine whether it is more appropriate to replace a wooden pole for concrete -- sorry, replace a wooden pole with a concrete pole.  

MS. GRICE:  Okay.  Sorry, I thought I heard you say that nine percent or 1100 concrete poles were in poor condition.  

MR. BORAS:  No, no.  It says 1100 wood -- 

MS. GRICE:  Wood poles. 

MR. BORAS:  Sorry, I think this is a typo.  It's actually poles, so it could be concrete and wooden poles.  

MS. GRICE:  But there are other places in the evidence that shows there is 1153 wood poles that are in poor condition.  Okay, I will have to take a closer look. 

It just seems to me, back in 2014 and 2013 when you were replacing poles, you are greatly exceeding what you knew then with respect to poor and very poor.  

MR. BORAS:  Yes.  In 2012 and 2013 we had limited information on the condition of those poles. 

What I think you are trying to determine is why is it that -- you know, concrete poles, it says they're in okay condition in the 2014 ACA.  But when you look at the renewal program, you are installing a whole 

lot of these concretes. 

MS. GRICE:  Right. 

MR. BORAS:  So what I tried to clarify is that the 2014 ACA was based on partial inspection data, which was at the time done mostly on wooden poles, and has not included the concrete poles as well. 

I do expect, based on the preliminary results that we got, that we will find the concrete poles that are actually in poor condition. 

But the other point is the renewal programs that we're doing is we're identifying areas where we had wooden poles that are in poor condition.  In some of those instances, we're looking to replace wooden with concrete.  So we're not necessarily replacing concrete with concrete, which --

MS. GRICE:  But it sounds like you have additional asset condition assessment information that you're using for 2016 that we don't have. 

MR. BORAS:  Can you clarify that?  

MS. GRICE:  I am looking at your 2014 results. 

MR. BORAS:  Hmm-hmm. 

MS. GRICE:  And the numbers that are provided there aren't sort of matching the quantities that are being replaced.  So – 

MR. BORAS:  I would disagree with that, because then you would have to refer to the wooden pole condition.  And basically, if you look at our overhead sub transmission and distribution renewal, a lot of the locations you're looking at are based on the condition or locations where we had wooden poles in really bad condition, and we're looking to replace those wooden poles with concrete.  

So what I am trying to say is the wooden poles are based on the ACA, latest ACA we have.  We're finding that they're in a deteriorating conditions and we're looking to replace those in most instances with the concrete poles. 

So it's not that we have -- at the time of the information that we're submitting the 2016 capital project, we're not saying there is a whole lot of concrete that are bad and we're replacing with concrete.  It is based on the fact that we have bad wooden poles that we want to replace with concrete. 

MS. GRICE:  But the cost of replacing wood pole with concrete pole, is it not double the cost?  I think that is what the -- there's a table where we asked for what the cost would be for -- this is AMPCO 12, and it's the table on page 2.  

It shows that in 2016, the average cost of replacing a wood pole is $10,000, and the average cost of replacing a concrete pole is $20,000.  

 MR. BORAS:  Yes.  I mean, the average costs could be different, but one of the other things we recognize is installing a concrete pole could give us a longer, longer life.  

Basically, what we're finding with the wooden poles is it requires a fair bit of inspections, in terms of drilling the pole and, you know, in some instances I know some utilities are looking at treating the poles as well. 

With the concrete, it's -- I would say from an inspection point of view, it's easier to determine the, you know, condition of that pole. 

So it might look like, you know, the initial cost of installing a concrete pole is more.  But the maintaining and inspecting it over the asset life should be considerably lower. 

MS. GRICE:  What is the difference in asset life between a concrete pole and wood pole?  

MR. MACUMBER:  Our current projection is that a wood pole would roughly last about 45 years.  And our current projection for a concrete pole is 55 years. 

However, it's not susceptible to termites, to rot, to other factors -- stronger in winds and different storms and other events. 

And we believe it is actually stronger for our system and provides a better service to our customer by putting in a concrete pole than wood. 

MR. SHEPHERD:  Can I just ask a question about that? When you say you think a wood pole will last 45 years, does that mean that is your expectation of the average life of your wood poles?  

MR. MACUMBER:  That's how we have set our accounting standards and our rates on 45 years. 

MR. SHEPHERD:  So that would include all of the ones that go rotten, and get knocked down by cars, and everything like that?  

MR. MACUMBER:  It is an average life. 

MR. SHEPHERD:  So the ones that actually live right to the end of their life actually live to 55 or 60 years, right?  

MR. MACUMBER:  Some may.  Some transformers may last longer than that, too, and some will fail before that.  

MR. SHEPHERD:  Okay, thank you. 

MR. MACUMBER:  It is an average life. 

MR. SHEPHERD:  Thanks.  

MS. GRICE:  I just have a question on supplementary Staff 15, please.  This again was one of the questions that I had filed, and you referenced it earlier, about getting the 2015 data for the DSP related to pages 48 and 50, tables 13, 14 and 15.  

MR. BORAS:  That will be included in our submission, so the data is available.  

MS. GRICE:  Okay.  I just wanted to clarify one thing with respect to table 15.  Is that -- and I think you mentioned this earlier, that that excludes major event days?  

MR. BORAS:  That's correct. 

MS. GRICE:  Okay, thank you.  Those are all of my questions.  

Questions by Ms. Scott:

MS. SCOTT:  I am going to start with the CCRA for Churchill Meadows – and thank you for the live spreadsheet, though I haven't had a chance to really look at it.

But maybe while I am starting, you could bring up the transformation spreadsheet.  It was sent out yesterday.  

Going back to the original evidence -- and it was attachment L, which was the original, I guess the original economic evaluation for -- you don't have to bring that up, Judy.  

It was for Churchill Meadows and, at that time, there was an initial capital contribution of $2.4 million.  That's what it says in the schedule B for Churchill and that was based on the load that is given in that attachment, correct?  

MR. MACUMBER:  I believe that is correct, yes. 

MS. SCOTT:  So, for example, new load; by the fifth anniversary date, there was supposed to be 122.5 new megawatts and that's what the original economic evaluation was based on, it’s my understanding.  

MR. MACUMBER:  That is my understanding.  

MS. SCOTT:  Okay.  So then when we go to the spreadsheet, which is where this true-up is, if you go under project inputs and go down to -- it is where it talks about load, yes.  

Okay, load inputs actual, and it is zero across the Board.  

MR. MACUMBER:  That is correct.  The way that the CCRA contract was put together, it was all Mississauga's 44 load, and you had to be over the base load of all of the stations that provide 44 kV.  

So when they looked at it, we don't have any load that is above the baseline for Churchill Meadows for all of the 44 for Mississauga.  

MS. SCOTT:  So the original -- was that what the original load forecast was based on?  It's not just Churchill?  

MR. MACUMBER:  No, it’s all 44 that feeds Mississauga.  

MS. SCOTT:  So it's -- 

MR. MACUMBER:  It's Erindale, it’s --  

MS. SCOTT:  The whole service. 

MR. BORAS:  It would be several stations:  Meadowvale TS, Erindale T3, T4, Erindale T5, T6, Tomken TS.  

MS. SCOTT:  So I am trying to get my mind around the fact that none of that new load in the whole service territory materialized, yet you've got requests for three new substations in your '16 --

MR. MACUMBER:  No.  There's -- the substations are to convert the power to feed the load in a particular area.  There's no request for a new transmission station to feed 

additional load.  It is converting load.  

So the substations that are going in -- Mini Orlando is going in to feed the 27.6 near the Heartland Centre and is converting 44 to 27.6. 

For Mini Britannia when it gets built it is going to be doing the same thing, converting 44 -- extra capacity that is on the 44 into 27.6 to offload the Erindale 27.6 load. 

The two stations that are being proposed for the downtown core is to convert 44 to 27.6, or to feed the load in that area.  There's no new transmission station in the forecast over the next six years. 

MR. SHEPHERD:  Okay.  Can I just ask a follow-up?  

MS. SCOTT:  Please do. 

MR. SHEPHERD:  So in each case where you are converting 44 to 27.6, that 44 is already on your system?  

MR. MACUMBER:  The 44 capacity is there.  But the need for the 44 load is not there.  The need for 27.6 is.  

MS. SCOTT:  But it's going to come through the 44. 

MR. MACUMBER:  We're going to convert 44 to 27.6, yes. 

MS. SCOTT:  Right.  So there will be an increase in 44 -- 

MR. MACUMBER:  Yes, but not enough to go over the base load.  

MS. SCOTT:  So...

MR. SHEPHERD:  Sorry, so the whole of Churchill Meadows is just wasted from your point of view?  

MR. MACUMBER:  I would not say "wasted" -- 

MR. SHEPHERD:  You don't need it, any of it.  

MR. MACUMBER:  Well, if you go back in time the study was done that a station was required in the western part for -- Meadowvale TS was being overloaded, you had an issue with the 44, the load projections were that the growth was going to continue.  It was in the regional -- or GTA West study in 2006.  It was identified in 2008, a location, and 2010 it went into service.  During 2008 there is the economic downturn.  There's conservation activities.  There is a whole bunch of reasons why the Province of Ontario hasn't got the load that it would have had based on the long-term plan. 

So essentially for load reasons, yes, the station is not required for the 44, but for reliability reasons it would be required, because you're still removing load from Meadowvale TS.  But the Province of Ontario doesn't have the load that it was projected to have back in 2006.  

MR. SHEPHERD:  But doesn't that mean that the customers are paying $40 million, your customers are paying $40 million for basically a slightly higher reliability?  That's the end result?  

MR. MACUMBER:  Well, no.  I would say that when the forecast was put together Hydro One built a station and the Province of Ontario would have charged a transmission rate to recover the cost of a TS station. 

What's been determined, though, they're not getting enough revenue from Mississauga to pay for that station and essentially they're moving the costs of that station over to the ratepayers of Mississauga rather than the rest of the province. 

MR. SHEPHERD:  No, I understand all of that.  What I am asking, is the question now what's the actual outcome for the ratepayers?  Isn't it that they pay 40 million and they get slightly increased reliability?  Because they're not actually getting any transmission capacity because they don't need it.  Right?  

MR. MACUMBER:  The load did not materialize.  

MR. SHEPHERD:  So the change in circumstances has created a stranded asset, in effect.  This works like a stranded asset from your point of view, right?  

MR. MACUMBER:  I would say that at the time the study was done the load was projected to increase for the need for the station.  The load projection today is that it is not needed.  

MS. DeJULIO:  I wouldn't call it a stranded asset.  I mean, it is an operating asset, and it will continue to operate, you know, for its useful life. 

MR. SHEPHERD:  But it is not adding any value to the ratepayers.


MS. DEJULIO:  I don't know if I could say not adding any value.  Certainly --


MR. MACUMBER:  But --

MR. SHEPHERD:  Reliability?  

MR. MACUMBER:  But we won't be able to support the 27.6 load without it.  So at the same time you're saying that that one should have been built, but we're actually going to use that station to feed the 27.6.  So another situation would have occurred on the 27.6 had it not been built. 

MS. SCOTT:  But that, even using that 27.6 load on the 44, doesn't get you above the threshold?  

MR. MACUMBER:  Not for the two transformers that were put at the station.  

MR. SHEPHERD:  Why is the threshold so high if -- 

MR. MACUMBER:  They're using -- they're using the monthly peaks on a 44 kV system for the whole system and not building it for a particular peak.  

MS. SCOTT:  When HONI looks at this do they distinguish between new load that was supposed to come on versus existing load that was lost?  

MR. MACUMBER:  They took the existing load and projected where the load was going and said:  That's your load forecast.  Here is the base line that you need to be over.  

MS. SCOTT:  So if -- you could have had a lot of growth, but lost a big customer at the same time, and then it would have -- 

MR. MACUMBER:  Then we would have still paid. 

MS. SCOTT:  It would net out.  It would --

MR. MACUMBER:  We would have paid. 


MS. SCOTT:  -- net out?

MR. SHEPHERD:  And if you do end up with a bunch of new growth in the future, which is not currently projected, but if you do, then you will get the money back?  

MR. MACUMBER:  My understanding is there will be a five-year true-up.  If the load comes back or comes to the province and it comes to Mississauga, yes, Hydro One has said you would receive money back.  

MR. SHEPHERD:  But it has to be the overall Enersource load.  It is not --

MR. MACUMBER:  On the 44.  

MR. SHEPHERD:  So if your 44 load goes up because of economic activity but down because of conservation -- 

MR. MACUMBER:  We would get no -- 

MR. SHEPHERD:  -- you're still stuck?  

MR. MACUMBER:  Yes. 

MR. SHEPHERD:  Even if it is not in the western part of your infrastructure --  

MR. MACUMBER:  If we -- well, conservation is a factor in the calculation of load, but factoring in load on a monthly peak for conservation where most of it is done on a kilowatt-hour basis doesn't change your peak that much.  So conservation had little effect on the peak of a station. 

MR. SHEPHERD:  No, but demand response does.  

MR. MACUMBER:  But on a monthly basis, demand response doesn't do a lot on a station peak.  

MR. SHEPHERD:  All right. 

MR. MACUMBER:  Demand response does on a particular day. 

MR. SHEPHERD:  All right.  Sorry, Jane. 

MS. SCOTT:  No, no, that's good, because I was going to ask about lost load due to CDM.  And so you as a distributor would recover the lost revenue due to CDM.  

MR. MACUMBER:  Hmm-hmm. 

MS. SCOTT:  But the transmitter doesn't.  

MR. MACUMBER:  Well, we factored conservation into the load projection the last time we did it for Hydro One when we trued this up, but conservation on the peak of 44 on a monthly basis is next to nil difference between our forecast and what the load will be on the 44, because it is on a monthly peak, the revenue basis that Hydro One calculates their revenue.  

MS. SCOTT:  Okay.  Moving on to 2 Staff 4.  And I think in my sort of technical conference where I was going to question I had said that I was going to ask for 2013 information for the particular projects, but I think now that we've got Undertaking JT1.2, where we're going to have the specific ICM projects, what I would like to see is what -- for those projects, what was in the 2013 cost of service?  What is in your base rates for those projects?  Is that possible?  

MR. MACUMBER:  Well, I'm a bit confused.  In 2013 we projected a certain number of projects.  In 2016 we have different projects.  So nothing that we're doing in '16 is in '13.  

MS. SCOTT:  No.  But in '13 you would have had X million for system renewal.  But now you have three times X in -- 

MR. MACUMBER:  The delta of what is in rates for each system renewal system access, that's -- 

MS. SCOTT:  Each individual project, yes.  Yes.  

Now, it may be because -- 

MR. MACUMBER:  Well, I guess what I am trying to clarify is, I can't do it by individual projects because they weren't existing, but I can do the difference between buckets. 

MR. SHEPHERD:  Yeah, when you talk about an individual project, you're talking about replacing a feeder, right?  

MR. MACUMBER:  Or something, yes.  I --

MR. SHEPHERD:  Something like that?  You're not talking --


MR. MACUMBER:  -- am not going to do a --


MR. SHEPHERD:  -- about a bucket as we were talking earlier?  

MR. MACUMBER:  Yeah.  Yeah.  When I think of a project, I think I'm going to replace a pole line or I'm going to replace a feeder or a subdivision.

So what's included in 2016, I'm not -- I'm not doing the same thing over from what I said in 2013. 

MS. SCOTT:  No.  But they come under these broader categories. 

MR. MACUMBER:  That's what I'm saying.  I can do the variance between -- 

MS. SCOTT:  And the variance may be because there are more projects within that group. 

MR. MACUMBER:  Yes.  We identified more programs, more projects to do. 

MR. SHEPHERD:  We have the detailed list, right?  You gave us -- Staff 11 is the detailed list of all you're going to do.  You're just going to give us a subset of that, right?  

MS. SCOTT:  For JT1.2.  That’s what I’m assuming.

 
Mr. Shepherd:  1.2 is just going to be --

MR. MACUMBER:  It will tie to the ICM request, and that's in the undertaking. 

MS. SCOTT:  Right. 

MR. MACUMBER:  But what you are asking for is what was in 2013 rates, and what am I asking for in 2016 and what is the delta?  

MS. SCOTT:  Right, under those categories that are shown in Staff 4 -- 

MR. MACUMBER:  Yes, we can do that. 

MS. SCOTT:  In 2 Staff 4, yes.  

MS. DeJULIO:  But it is not on the incremental?  

MR. MACUMBER:  No.  She's asking for each bucket from what was approved in rates, what we are asking for in 2016 for those buckets. 

MR. SHEPHERD:  Not incremental, total.  

MS. SCOTT:  Yes, the total and you can work out the – 

MR. MACUMBER:  I believe I know what you are asking for.  

MS. SCOTT:  Because maybe my simplified understanding of an ICM is it is not included in your base rates, therefore you need this additional funds.  

So what I want to see is what are the additional funds that you need that were not included in rates.  Okay?  

MR. SHEPHERD:  Can I ask a follow up on that?  

MS. SCOTT:  Please. 

MR. SHEPHERD:  Because it reminded me of something -- 

MS. DeJULIO:  Hold on.  Is that another different undertaking?  It sounds different to me. 

MS. SCOTT:  I was thinking you could add it to JT1.2, which will have a list of projects.  But if you want to have a different --

MR. MACUMBER:  It's a different question. 

MS. SCOTT:  Okay.  Then let's have a different undertaking.  I can restate it.  For those projects that are identified under JT1.2 as being ICM projects – okay, projects is not the right word. 

What would you like me to use?  Categories?  

MR. MACUMBER:  Yeah.  I would say chapter 5 categories.  

MS. SCOTT:  Okay.  For those chapter 5 categories that have been identified as having ICM projects in 2016, what was in the 2013 cost of service approved rates and what is in the 2016; that's what I'm asking. 

MR. LANNI:  Okay. 

UNDERTAKING JT1.2 (ADDITIONAL):  FOR THOSE CHAPTER 5 CATEGORIES THAT HAVE BEEN IDENTIFIED AS HAVING ICM PROJECTS IN 2016, WHAT WAS IN THE 2013 COST OF SERVICE APPROVED RATES AND WHAT IS IN THE 2016

MR. SHEPHERD:  Can I just ask?  I am looking now at the thing that is on the screen. 

MS. SCOTT:  Mm-hmm.  

MR. SHEPHERD:  And am I right that, for example, for system service what was in rates was 11,134?  

MS. DeJULIO:  I'm sorry, Jay, what was that?  

MR. SHEPHERD:  11, 134 was in rates for system service?  

MR. MACUMBER:  These are actuals and forecasts.  I don't see the cost of service numbers.  

MR. SHEPHERD:  No.  But -- it's gone now. 

MS. SCOTT:  Table 17.6 came from your original cost of service, EB-2012-0033.  

MR. MACUMBER:  Am I comparing 2013 to 2016, or 2016 to 2016?  

MS. SCOTT:  2013. 

MR. MACUMBER:  What was actually approved?  

MS. SCOTT:  In rates in 2013 which established your base rates in 2016, and then the ICM would be on top of that.  

MR. SHEPHERD:  So your 2013 Board approved is 46,172, is that right?  

MR. MACUMBER:  I can't confirm.  I have to go back to --

MS. SCOTT:  I would say subject to check, Jay, because that is what was in the original application.  I'm not a hundred percent sure that is what was approved.  

MR. SHEPHERD:  There it is right there.  So it is the net.  So I don't understand.  I think we have what they -- what you are asking for. 

MS. SCOTT:  No.  I want it broken down a bit more than just in the four categories, and what they did in 2 Staff 4 is they took each of the categories and broke it down further.  So that is what I am looking for.  

MR. SHEPHERD:  I see.  

MR. MACUMBER:  But I don't think -- that's why I think we're having confusion, because I can't go break out system service to the projects that are in there and compare them to 2016, because they're different projects.  

MS. SCOTT:  And that's the thing.  If in 2013 you had no municipal substations in your rates, and now you are asking for three of them, to me that's a significant -- it was not in your 2013 rates, an now it is.  That, to me, is what we need to know as opposed to -- you had three then.  Maybe it is a different three now.  But you had – or you had one then, but now you want to do three. 

And then what I would follow up on is, okay, you only had one.  Why do you need three this year as opposed to one back then?  Am I making --

MR. SHEPHERD:  Yeah.  

MS. SCOTT:  Okay, thank you.  

MR. SHEPHERD:  It would actually be like the SEC comparison chart, but with another column which is 2013 Board-approved.  

MS. SCOTT:  Exactly, yes, you could do it that way too.  

[Witness panel confers] 

MR. MACUMBER:  We will attempt to put together what you are asking for.  

MS. SCOTT:  I appreciate that.  

MR. SHEPHERD:  So my follow up is – sorry, go ahead. 

MR. LANNI:  Let's mark that as JT1.14. 

UNDERTAKING NO. JT1.14 (ADDITIONAL):  TO ADD A COLUMN OF BOARD-APPROVED 2013 TO THE SEC COMPARISON CHART

MR. SHEPHERD:  Then my follow up is for the individual. 

MR. LANNI:  JT1.14. 

MS. DeJULIO:  I thought the live Excels of appendix D was 1.14. 

MR. LANNI:  No, that was a part of JT1.2, I believe.  

MS. SCOTT:  I thought it was -- 

MR. LANNI:  Sorry, as 1.13. 

MS. DeJULIO:  Yes, 1.3 was live Excel of appendix A.

MS. SCOTT:  We put them down as one.  

MS. DeJULIO:  They're all one?  

MS. SCOTT:  Yes.  

MR. SHEPHERD:  So mine is a slightly different question following along the same thing. 

You know your detailed project list in Staff 11, right?  T, the one that nobody can read because it is so tiny -- which was cute how you did that.  

[Laughter] 

MR. SHEPHERD:  Can you go through that and identify if there are any projects on that list that were in your 2013 Board-approved.  

On an actual project by project basis, are any of the ones in there something that in 2013 you said this is something we're going to do in 2013?  

Your answer may be there are none.  But can you go through and just check? 

MR. MACUMBER:  I think we can verify that, yes.  

MR. SHEPHERD:  Thank you.  And now we are at 15. 

MR. LANNI:  That will be undertaking JT1.15. 

UNDERTAKING NO. JT1.15:  WITH REFERENCE TO STAFF 11, TO IDENTIFY IF THERE ARE ANY PROJECTS ON THAT LIST THAT WERE IN THE 2013 BOARD-APPROVED

MS. SCOTT:  Staff supplementary number 15, and that was about your DSP and the fact that you were consulting -- you had started consulting with customers, and my question was do you have any initial preliminary feedback you can give us, in terms of what --

MS. DeJULIO:  I do.  I have a 56-page slide presentation, if you want that, which I would be happy to submit.  

I can give you the bottom line.  Do you want to hear that?  

MS. SCOTT:  I would like to hear the bottom line, yes.  

MS. DeJULIO:  Okay.  I am going to read from this presentation.  It was just provided to us actually yesterday, so it's still, you know, a bit high-level:

"When customers had an opportunity to understand the electricity system and then think through the components of Enersource's long-term plan," which is how we described it, "and the rationale, most judged the proposed investments to be both critical and appropriate.  Through the IDST," which was the protocol we used, "they were able to think with Enersource executives about what needs to be done and why.  When they did so, for most the proposed long-term plan activities and required investments made sense.  

"Nearly all customers (90%) expressed a medium or high 

level of confidence that Enersource would do what is necessary to continue to provide safe, reliable, cost-effective electricity by implementing the investments described in the long-term plan.  

"The IDST results were somewhat more positive than the mental models results,” which was an earlier exercise, a different protocol that the same consultant used in one-on-one interviews over the phone, 45 minutes of approximately 40 customers, both residential -- well, large users, medium sized and residentials as well, "they believed that the results were somewhat more positive than mental model's  perhaps because customers were engaging with real Enersource people through the IDST," which was a video simulation as you might have seen.  

"The IDST experience appears to have been a positive one for most."

And then I have some quotes from customers if you would like to hear those at all?  

MS. SCOTT:  I am just wondering, can we file -- can you file the presentation?  

MS. DeJULIO:  Oh, of course.  

MS. SCOTT:  Yes.  I think that -- one question:  Did you give them a bill impact of the plan?

MS. DeJULIO:  We did, yes.  We did.  It was on your --in the video, wasn't there?  Yes, there was, yes. 

MR. LANNI:  Let's mark the filing of the presentation as JT1.16. 

UNDERTAKING NO. JT1.16:  TO FILE THE PRESENTATION.

MS. DeJULIO:  Did you watch any of the videos?  

[Laughter] 

MS. SCOTT:  Second-last question.  And it just goes to Board Staff interrogatory number 10.  And this is the renewal energy generation and the funding.  

From my understanding is, you have not as of yet recovered the direct benefit from the Enersource customers, the one hundred and one seventeen K. 

Do you plan to recover that in the future?  Or are you treating that as foregone revenue of some sort?  

MS. YEATES:  Yes.  We do...

[Witness panel confers] 

MS. YEATES:  So we have not asked for it yet, but we do plan to in the future.  

MS. SCOTT:  Okay.  In your next cost of service. 

MS. YEATES:  Cost of service. 

MS. SCOTT:  Next cost of service, okay.


Last but not least -- and it kind of brings us right back to Randy's first question this morning.  

So Energy Probe 2 asked for an update on the revenue requirement, and then I guess this is superseded by Randy's TCQ Energy Probe 1.  But I understand that response that you gave Randy this morning takes out anything that's not in service in 2016?  

MS. YEATES:  So per the question, we went through Appendix A of 2 Staff 11, and any line item that had an in-service date after 2016 was excluded from the calculation in order to prepare, to respond to this question. 

MS. SCOTT:  Okay.  But this is not what you are asking for?  

MS. YEATES:  No.  This was just answering this particular technical-conference question.  

MS. SCOTT:  Okay.  So does Energy Probe 2 then stand as what you are asking for with the update of the 2.1, the removal of Cardiff, and the change in the Churchill?  Is that where we stand right now, at 5.3 --

MS. YEATES:  So the update that would be made to attachment H would definitely exclude Cardiff.  It will definitely update the payment amount that was made to Hydro One, and the inflation factor of 2.1 percent would be reflected in the model.  

MS. SCOTT:  But we don't have that anywhere yet, do we?  

MS. YEATES:  So with respect, Energy Probe's question also included the exclusion of costs associated with projects with an in-service date after 2016, and that is included in here. 

MS. SCOTT:  Right.  But Energy Probe 2 just did the update for the 2.1 then, did it?  

MS. YEATES:  Yes.  And we can file that as well.  

MS. SCOTT:  So it's really -- 

MS. YEATES:  The inflation factor -- 

MS. SCOTT:  No, no, no.  My question -- what I would like to see -- and I am not sure that we have it -- is given the update in the inflation factor, given the update in the Cardiff and the Churchill Meadows, do we have a final -- 

MS. YEATES:  New starting point?  

MS. SCOTT:  New starting point, yes. 

MS. YEATES:  No, but I will file that. 

MS. SCOTT:  Okay.  If we could have an undertaking for that. 

MR. SHEPHERD:  Sorry, do I understand correctly that you are still asking for things that are not in service in 2016 to be included in this ICM?  

MS. YEATES:  I don't think we have determined -- we finalized -- I know there has been a lot of discussions at this technical conference, but I think what I would like to file, because we know that is certain for sure, is that there is no true-up for Cardiff, the inflation factor has to be updated in the ICM model, and that the amount for Churchill Meadows needs to be updated based on the final amount.  

MS. SCOTT:  Right. 

MS. YEATES:  Like, as a starting point. 

MR. SHEPHERD:  But can you also -- can you do that two ways?  Can you do that including only stuff that's going in service in 2016?

MS. YEATES:  Based on -- 

MR. SHEPHERD:  And then everything you are asking for?  

MS. YEATES:  Based on in service in 2016, based on that Appendix A from Staff 11.  

MS. SCOTT:  Sorry, I think, Jay, you've got -- the first thing you asked for is in the response to Randy's. 

MR. SHEPHERD:  Oh, yeah?  

MS. SCOTT:  Yes.  Because that includes anything with an in-service -- excludes anything with an in-service date after 2016.  

MS. YEATES:  That is correct. 

MS. SCOTT:  Yes.  So you have got that, and it has got the revenue requirement in it.  But this is not what their current request is.  

MR. SHEPHERD:  Oh, I see. 

MS. SCOTT:  And that is what I'm asking for, is what is their current request.  And so that's going to be JT -- 

MR. LANNI:  Yes, so let's mark the undertaking to -- 

MR. AIKEN:  And if I could pipe in.  That would be an update to tables 4, 8, 9, and attachment H?  

MS. YEATES:  That is correct. 

MS. SCOTT:  That's right, yes. 

MR. AIKEN:  Okay. 

MR. LANNI:  So let's mark that as JT1.17. 

UNDERTAKING NO. JT1.17:  TO UPDATE THE TABLES AND SCHEDULES REQUESTED.

MS. SCOTT:  That's all my questions.  

MR. SHEPHERD:  Let me just understand what your answer was.  Do I understand that you're still trying to decide whether you want to ask for the things that are in service after 2016?  Is that what I heard you say?  You haven't decided that yet?  

MS. YEATES:  We will also update those tables and the schedules for what we're asking for in addition to those three items. 

MR. SHEPHERD:  I understand that is what the undertaking is.  The question is -- my question was, I thought you had decided that you want to include in your claim things that are going to be in service in 2017, and that after this technical conference you are now not sure that is correct.  

MS. YEATES:  No, I'm not saying that we're not sure that's correct.  So what I propose is that when we do this undertaking we would also update the requested capital. 

MR. SHEPHERD:  Okay, good. 

MS. YEATES:  Is that fair?  

MR. SHEPHERD:  Yes, good. 

MR. AIKEN:  So does that mean an update to the appendix to Staff 11, Appendix A?  

MS. SCOTT:  Randy, I wouldn't think so, because Appendix A is a -- all -- every -- well, it is every project, yeah.  Oh, I see what you're saying, okay. 

MR. AIKEN:  Yeah, I mean, we will need to know what project's included in the request.  And from what I understand is the request may change, other than just for the removal of Cardiff and putting in the actual costs for the other TS.  There may be some other changes.  So we will need to know what other projects have been changed.  

MR. SHEPHERD:  Maybe the solution to that, Randy, is maybe we could have that Staff 11 appendix, a version of that that matches KT1.1. 

MR. MACUMBER:  Yeah, but I think that is what -- where I was going to go, is we're doing an undertaking to show what the ICM projects are, and that will tie to what we're asking for.  

So there is an ICM application, and you want us to tie -- list the projects that are going to be included in what we're asking for.  Those projects will be the projects that we're asking for.  


MR. SHEPHERD:  Yeah, I --

MS. SCOTT:  And they may or may not add up to the 70 million.

MR. MACUMBER:  There is a list -- a whole bunch of projects.  


MS. SCOTT:  Yeah.


MR. MACUMBER:  You want us to make sure that the projects that are identified for what we're asking for tie. 

MS. SCOTT:  Right. 

MR. MACUMBER:  And that will tie into what we're asking for.  So I can tell you, yes, it won't tie, because there is other things like large meters and things like that that are excluded. 

So there's things that we spend money on for capital that won't tie to our total capital projects, but what we're asking for will tie, which will tie to the JT1.1 or 1.2.  

MR. SHEPHERD:  All I want to be able to determine with this various information you are providing is, go -- I want to be able to look at the list and see which projects are in service after 2016 that you are claiming anyway.  Okay?  Can you make sure that is in there somewhere?  

MR. AIKEN:  Yeah.  Basically I think what we want is a version of Appendix A to Staff 11 where it gets down to a bottom-line number for all of the ICM projects that you're going to have in JT1.1 or 1.2 or wherever it is, and then have that number show up as a starting point in table 4 in the last undertaking request.  

MR. SHEPHERD:  Yes.  

MR. AIKEN:  Yes.  

MS. SCOTT:  But just to be clear, for JT1.2, there will be a list of projects that are ICM projects that don't -- they would not add up to your total capital budget.  

MR. MACUMBER:  Right. 

MS. SCOTT:  They will add up to some subset of that, which, using the materiality threshold we have at the moment, is like $73 million or less.  

I am going back to the original -- right?  

MR. MACUMBER:  I believe you are correct, yes.  

MS. SCOTT:  Okay, okay.  

And so then there may be -- if that does not match any of the responses in terms of the total capital, you may have to re-run the revenue requirement based on that?  

MS. YEATES:  That is correct. 

MS. SCOTT:  Okay.  I think we all understand.  

MR. LANNI:  Randy, do you have any more questions?  

MR. AIKEN:  No.  

MR. LANNI:  Okay.  Fred?  

MR. CASS:  No.  I have nothing Richard, thank you.  

MR. LANNI:  Okay.  I would just remind the parties I think the procedural order set out responses due by January 18th. 

MR. CASS:  Undertaking responses, that's right, yes.  

MR. LANNI:  Undertaking responses.  And with that, I think we are concluded today.  So have a good weekend.  

MR. CASS:  Thank you.  

MR. AIKEN:  Thank you.  

--- Whereupon hearing adjourned at 4:20 p.m.
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