
[image: image1.jpg]) SIC PERMANET

| _rocus | 4
Ontario

VT INCEPIT

2\




ONTARIO ENERGY BOARD

	FILE NO.:
	EB-2015-0074
	Halton Hills Hydro Inc.

	VOLUME:

DATE:

BEFORE:
	Presentation of the Settlement Proposal

March 10, 2016

Ellen Fry

Paul Pastirik

Susan Frank
	Presiding Member

Member

Member


EB-2015-0074

THE ONTARIO ENERGY BOARD

Halton Hills Hydro Inc.

Application for electricity distribution rates and other

charges beginning May 1, 2016.

Hearing held at 2300 Yonge Street,

25th Floor, Toronto, Ontario,

on Thursday, March 10, 2016,

commencing at 9:38 a.m.

----------------------------------------

PRESENTATION OF THE SETTLEMENT PROPOSAL

----------------------------------------

BEFORE:


ELLEN FRY



Presiding Member


PAUL PASTIRIK


Member


SUSAN FRANK


Member

LJUBA DJURDJEVIC
Board Counsel

VIOLET BINETTE
Board Staff

ART SKIDMORE
Halton Hills Hydro Inc.

DAVID SMELSKY

RANDY AIKEN
Energy Probe Research Foundation*

MICHAEL JANIGAN
Vulnerable Energy Consumers Coalition (VECC)

*appearing by teleconference

1--- On commencing at 9:38 a.m.


2Appearances


2Presentation of the Settlement Proposal by Mr. Skidmore


12Questions by Mr. Pastirik


15Questions by Ms. Frank


26Submissions by Mr. Janigan


27--- Recess taken at 10:26 a.m.


27--- On resuming at 10:45 a.m.


27DECISION


27--- Whereupon the hearing concluded at 10:46 a.m.




3EXHIBIT NO. K1:  HARD COPY OF MR. SKIDMORE'S PRESENTATION.





No undertakings were FILED during this proceeding.


Thursday, March 10, 2016
--- On commencing at 9:38 a.m.


MS. FRY:  Please be seated.  Thank you.

Good morning, everybody.  So this is a hearing by the Ontario Energy Board concerning the application of Halton Hills Hydro Inc. for approval of rates effective May 1st, 2016, Board file number EB-2015-0074.

The purpose of the hearing is for Halton Hills Hydro to present the settlement proposal it has filed.  As indicated in the Board's Procedural Order No. 2, the purpose of the presentation is to summarize and present any salient information for the Board's consideration in reviewing the settlement proposal, the planning Halton Hills Hydro has undertaken to address system needs and customer preferences, and Halton Hills' proposal on how the costs of distributing electricity ought to be recovered from customers through the rates they pay, taking into consideration the Board's policies.

And of course, in procedural order 2 the Board stated its expectation that a senior executive of Halton Hills Hydro would be present today to explain the merits of the settlement proposal.  Because this is a presentation rather than testimony, the Halton Hills executive will not be sworn and there will be no cross-examination.

After Halton Hills has made its presentation, the Board's Panel will have some questions and intervenors and Board Staff counsel will have an opportunity for any comments.

My name is Ellen Fry.  I will be presiding today.  With me are my colleagues Susan frank and Paul Pastirik.

Counsel, could you please identify yourselves for the record, and the Halton Hills rep also.
Appearances:


MR. SKIDMORE:  Good morning.  My name is Art Skidmore, president and CEO of Halton Hills Hydro, and with me today is David Smelsky, chief financial officer of Halton Hills Hydro.

MS. FRY:  Thank you.

MR. JANIGAN:  Thank you, Madam Chair.  Michael Janigan for the Vulnerable Energy Consumers Coalition.

MS. DJURDJEVIC:  Ljuba Djurdjevic, counsel for OEB Staff, and with me on behalf of staff is Violet Binette, and we also have some people on the phone that --


MS. FRY:  Okay.

MS. DJURDJEVIC:  -- can introduce --


MR. AIKEN:  Yes, it's Randy Aiken on behalf of Energy Probe.

MS. FRY:  Thank you very much, Mr. Aiken.  Is there anybody else on the phone?  No?  Okay.

All right.  So Mr. Skidmore, the floor is yours, and you can do it from there or from there, but if you're comfortable there, I would say go for it.
Presentation of the Settlement Proposal by Mr. Skidmore:


MR. SKIDMORE:  Thank you, Madam Chair.  So we're pleased to be here this morning to present to the Board a full settlement of our cost-of-service rate application and to look through the details of that settlement.

Now, this came after three days of fulsome discussion at the beginning of February.  And it was good that we can get to this point in our application.

So our agenda this morning will talk about capital, operations, maintenance, administration costs, revenue requirement rate design, and then end off with RRFE information.

MS. DJURDJEVIC:  And Mr. Skidmore, I'm sorry to interrupt, but we have the presentation that you're going to give.  It's on the screens, and also we have hard copies, which I believe the Panel has in front of them, and we should make this as an -- mark as an exhibit.  It will be Exhibit K1.

MS. FRY:  Thank you.

EXHIBIT NO. K1:  HARD COPY OF MR. SKIDMORE'S PRESENTATION.

MS. DJURDJEVIC:  You may continue, sir.

MS. FRY:  Please go ahead.

MR. SKIDMORE:  So I'll remind the Board that OEB Staff were part of the settlement proposal, and we're very pleased that -- their writing of the settlement proposal, those two points I think being the salient points out of that submission, that the proposal reflects reasonable evaluation of the distributor's planned outcomes in this proceeding and that the outcomes arising from the approval of this settlement proposal would adequately reflect the public interest and lead to the setting of just and reasonable rates for customers.

MS. FRY:  Yes.  Could I remind you at this point, Mr. Skidmore, that of course, as I'm sure you know, OEB Staff has a role that is independent from the role of the OEB Board members.  Obviously we have high respect for their professionalism, but I just want to make sure that you understand that distinction.

MR. SKIDMORE:  I do understand the distinction.

So capital costs, out of settlement came a decrease to opening capital from about 61.68 million to 60.56 million through really three things:  Reclassification of our land purchase for a transformer station built down the road, was reallocated from capital additions to construction work in process; $220,000 reduction to forecasted capital additions for 2015; and then the reconciliation of CGAAP to modified IFRS continuity schedules with an increase of 32,000.  And then through the settlement changes we also have settled on a capital additions reduction by $500,000.

So that comes to a summary of capital adjustments, and you can see how those changes have played out.  With the interrogatory changes of 933 and then the settlement changes, the 32,000, as a result of continuity, 220, as a result of the 2015 additions, and the sum of those two is 187,950, and then the change in the $500,000 for 2016, which is a combination of additions and contributed capital, so if you net those out that comes to $500,000.

So our revised capex for 2016 is about $7.8 million dollars.  When we originally filed this it was slightly over 8.2 million, so that was the reduction, mainly as a result of the $500,000 reduction.

Our guiding principles for a distribution system plan, which we talked about on our presentation date back in November, really haven't changed, and our 2016 capital budgets still reflect this.  Safety for crews and public, our system reliability, customer feedback, which again has indicated two-thirds of respondents prefer proactively replacing assets as opposed to run to failure.  Finding efficiencies and pacing and prioritizing our expenditures for value proposition to our customers, and then ultimately modernizing the distribution system within Halton Hills with smart-grid automation and outage management.

I do want to speak directly to a comment in Board Staff presentation about our poles.  And certainly based on pole condition evidence with the DSP would be staff estimates a significant number of poles in fair condition but would be replaced.

I would just remind the Board that, you know, our pole replacement program is in the neighbourhood of around 275 poles a year.  So, you know, we're going to be two-and-a-half years into this DSP before we even get to fair poles, so I expect further of those poles to degrade.

You can see our pole installation and age graph on the right-hand side of this slide.  So we still believe that this is the correct thing for our distribution system.  So I just wanted to address that, as it was a comment made by Board Staff.

Again, distribution system plan filed is -- meets the settlement terms, and to your point, Madam Chair, I understand this is Board comment, but we agree with what they had said here.

The other thing I guess that I wanted to address was the transformer station.  Board Staff thought that the transformer station should have been in our DSP.  I guess it was, but not in the dollar sense of it.  We did not do an ACM module in this rate application because, from our perspective, we didn't have enough information.  At the time of filing this, this was August of last year, we hadn't even completed the land purchase at the time.  So that was done in November.  We're just going through that process.


If we're a year later in filing this rate application, we would absolutely have included that as an ACM.  But we believe we'll come in with an ICM once commissioned, and anticipated to be in the year 2018.


All we have is really a very roughly number of what we estimate it to be, around $19 million.  But we did talk a lot about that process in our DSP, as some of the infrastructure projects that are in our DSP support that transformer station to be able to deliver the power out of the transformer station.


Operations, maintenance, and administration are really three adjustments to that.  Number one was about again movement from CGAAP to MIFRS of 34,483.  And then

it was a movement of billing the collecting costs out of OM&A, and then out of other revenue.  So it's a net effect, but we had agreed to show it that way.


And then ultimately through the settlement process, we reduced OM&A in the test year by about $450,000.  So that table just shows you where we sort of started with our application, and where we finished.


So revenue requirement out of the reduction to capital and the reduction to OM&A looks at this, so our application had a revenue deficiency about $2.2 million.  Through interrogatories, that revenue deficiency was brought down to 1.5 which was -- most of it was an amortization expense correction that needed to be made.  It was a negative amortization that shouldn't have been there.


So that corrected the amortization expense and then, through settlement, has ultimately decreased the revenue deficiency to our settlement amount of $792,000, approximately.


Rate base; so our settlement accepts the new working capital parameters of 7.5 percent.  Through the process, our working capital increased by about $2.8 million related to updated cost of power calculation related to load forecast and 2016 rates.


As I mentioned earlier on the OM&A slide, reallocation of the 331 out of other revenue and an increase $8,000 to reflect microFIT revenues, which had been incorrectly omitted from our application.


So other revenues, two adjustments, and I keep coming back to the 331.  So it was taken out of OM&A and it was taken out of other revenues; revenue neutral on that.  And the $8,000 in micro fit revenues.


Cost of capital; so the long-term debt rate -- deemed debt rate, I believe, was 4.54 percent.  What we've agreed to is continue to pay a long-term debt rate on the promissory note of 4.12 percent to our shareholder, the Town of Halton Hills.  And we have further agreed to conduct a review of our long-term debt financing options, and will include that review in our next rebasing application.


A few other areas that we should talk about that we should talk about that have been settled on; on cost allocation, we've adjusted the weighting factors for billing and collecting based on weighting factors developed at HHH and previous rebasing applications.  So we just carried forward with those cost allocation weighting factors.


Rate design; so we'll maintain our current fixed monthly charges for non-residential class, where the current charge is higher than the ceiling; so we won't go above that calculated ceiling.  Retail transmission rates agreed and updated, and all other regulated rates and charges have been agreed upon.


So rate design; our increase in the monthly fixed charge is below the four dollars threshold, so we're within the parameters set out by the Board.  Total bill impact on that residential rate design -- so that's moving us forward to that total fixed charge of about 4.8 percent.


Lost revenue adjustment mechanism variance account, which is LRAM, we have adjusted based on the IESO’s final 2011 to 2014 CD results.  So we'll be returning about $19,000 as a result of that to our customers, and you can see in that table the balance, and how it will be allocated to each rate class.  A relatively small amount as a result of that.


Three settlements on our DVA accounts; number one, we had asked for disposition of additional 15,000 related to ice storm cost in account 1572.  So we will forego that distribution and just expense those items.


The second one was as a result of our last cost of service rate application.  It was this asymmetrical sharing arrangement which was for Steeles Avenue.  So Steeles Avenue was reconstructed.  It's a regional road.  We're really at the whim of the region of when that goes.  It was our 2008 rate application and our 2012 rate application.


In 2012, we agreed that if it didn't go at the right time, because it's been in a couple of applications, that we would give some of that back.  So we agreed that about $58,000 of that in principal, and a little over that $3,000 in interest and carrying charges will be disposed of, and given back to customers through group 2 DVA account rate riders.


And the third deferral and variance account adjustment is in relation to bills and taxes that we collected that we didn't actually pay.  So we've agreed that $115,916 in principal and $4,300 in carrying charges out of account 1592 will be disposed of.  That's a credit to the customers, so a benefit to the customers, and really that's because of four years of tax charges that were in our rates but we did not pay those tax charges out and didn't incur those from the utility's perspective.


Load forecast; full settlement on our load forecast.  Some adjustments occurred during interrogatories through this process.  So what we did is as we update -- three updates.  We increased customer accounts; residential, small commercial, and street lighting.  We decreased customer account in mid-large general service, so that would be 50 to 999 customers.  And finally, we adjusted, as a result of CDM, to include the persistence of the 2011 to 2014 program as outlined by the final report that we received from the IESO and those would then -- that persistence would include or continue into 2016.


Sentinel light class bill impact does exceed the 10 percent requirement.  I guess we felt that we're not proposing any mitigation measures at this time.  It is relatively small; there's only six customers that are on sentinel light charges.  All other sentinel lights customers are through residential general service, and so we felt that to keep that bill impact where it is are relatively small numbers.


So what does this all mean?  At the end of the day, our customers are going to see a 28 cent increase in their bill impacts, or about a one percent change.  Ultimately, when you take all of the other fees into account, customers' bills will go down, on a typical residential bill of 800 kilowatt hours, by about $2.29, about 1 percent of the total bill.  So I think certainly Halton Hills Hydro customers will be happy by seeing that bill impact as a result of our cost-of-service rate application.


And I guess finally to finish off, we believe through this process we've achieved just and reasonable rates with a customer focus.  We've had extensive consultation with our customers, and I think when I was here in November and telling the Board Panel about what we've done, you know, we had the live presentation day, we had focus groups with our residential and general service customers, and went a step past that and did an online survey, which we had terrific response to.


We believe we're listening to what our customers say, and as I mentioned earlier in our capital slide, two-thirds of our customers prefer proactive replacement, and we believe this rate application provides value to our customers.


From our operational effectiveness, the proactive replacement strategy ensures continued public safety and system reliability, and our plan addresses pace and prioritization of asset replacement.  Remember that DSP for five years, you know, most of the things related to the transformer station were '17 and '18, being ready to connect that transformer station.


And we believe we've got financial prudence in this, and we've got a five-year capital plan and OM&A strategy.  So that's our team.  We've provided a comprehensive five-year plan that are included in this settlement proposal.  And we continue to find efficiencies to achieve best-in-class performance excellence.


MS. FRY:  Thank you very much.  Mr. Pastirik?

Questions by Mr. Pastirik:


MR. PASTIRIK:  Yes, I just have a couple of questions for clarification.  When you talked about -- or one of the agreements in the settlement was for a reduction in your OM&A and other revenue relating to the billing services that you're providing to another party, so your settlement is that you've agreed that the -- both the -- so revenues and costs have been reduced by the same amount, so in terms of the overall impact on your revenue deficiency it's neutral?


MR. SKIDMORE:  I would say there is a small percentage -- when you take it out of OM&A, that OM&A piece doesn't get built into your rate base and working capital allowance --


MR. PASTIRIK:  I understand.


MR. SKIDMORE:  -- so that's why we've done it this way, because it is purely a recovery of cost, so why would we earn working capital allowance on it.


MR. PASTIRIK:  Okay.  Great --


MR. SKIDMORE:  So other than that it's a small piece.


MR. PASTIRIK:  Okay.  But if I go back and want to -- what I was trying to do as well is just compare your OM&A in 2015 and your actual in your filings against your 2016 after your settlement, your OM&A.


Would you need to increase the OM&A in 2016 by -- 331,000, I think, was the number, something, so that at least I'm comparing apples to apples, so it would represent about a 3 percent increase in OM&A?  Is that -- if those numbers are correct.  I just want to the make sure when I'm comparing year-over-year that I'm comparing apples to apples.


MR. SKIDMORE:  I think when we submitted our application that 331 was in our OM&A and it was in our other revenue -- right.  So how much would it be --


MS. FRY:  I don't think we need the arithmetic.


MR. PASTIRIK:  No, no --


MS. FRY:  I'm understanding his question is a conceptual question.


MR. PASTIRIK:  Yes, just conceptually, am I comparing apples to apples, yes.


MR. SKIDMORE:  Yes.


MR. PASTIRIK:  Absolutely.  No.  Okay.  So the other question I have on the OM&A then is, you referenced in your settlement that you will reduce in addition to that for the billing, there is about 450,000.  And I guess I wanted to kind of get a sense of your comfort in terms of the impact that could have on Halton Hills Hydro and your customers by reducing 450,000.


MR. SKIDMORE:  I guess through the settlement process we felt it was manageable.  You know, we're going to have to defer a couple of hires.  You know, we talked in our original settlement about some succession planning that we were undertaking.


I think most of that OM&A increase was -- a lot of it was to do with going to monthly billing and three FTEs.  We've hired one of those FTEs already.  And we'll have to defer the other two.


MR. PASTIRIK:  Okay.  Certainly.  Thank you.  I just wanted to sort of get a sense of your overall comfort.


The other question I have is, there was a -- and I'm sure it's somewhere in the evidence.  I just couldn't find exactly -- your depreciation or amortization went down quite a bit sort of through the whole process.  And I think as it related to the ITs, the changes in the way that you've handled your accounting on IT.  Is that the biggest driver?  Because there is a fairly significant -- I think about 800,000 or something was your reduction in --


MR. SKIDMORE:  That's exactly right.  So when we put our continuity schedules together we took amortization on that, not really -- you know, it's a big process, and lots of documents coming in.  It actually created a negative amount, and, you know, after depreciation, so it clearly shouldn't have been there, and that was the biggest adjustment, because usually IT software is written off over three years.


MR. PASTIRIK:  Okay.  Great.  Thank you very much.  Those are my questions.


MS. FRY:  Ms. Frank?

Questions by Ms. Frank:


MS. FRANK:  I would like to start by a few clarification questions on your presentation.  So maybe we'll go back to some of the pages and get clarity on them, and then I also have a few questions on the actual submission.


I might move over here so I can be heard better.


Okay.  So on page 5 -- can somebody go to page 5?  Oh, you can do it.  Okay.  Perfect.  Thank you.


Okay.  So in here you indicated that the 2015 as a $220,000 reduction to forecasted capital additions, and what I'm wondering, is this actual now?  Is it what we're really dealing with here is your actual capital additions was less than your forecast?  Or what is this 220?


MR. SKIDMORE:  This is still forecast.  We're still in the process of finalizing our 2015, which was part of the dilemma when we were going through this, is that we didn't have actual numbers.  We still -- the auditors are just -- have come to our utility Monday this week.  We're not anticipating to have actual numbers until first or second week of April.


So I think it's the best forecast that we could put together at the time.


MS. FRANK:  So the 220 would reflect a current forecast of what you expect 2015 to be?  Is that --


MR. SKIDMORE:  Correct.


MS. FRANK:  Okay.  Now, let's go to page 6 for a minute.


On page 6, when I'm looking at the settlement changes for 2016, you talked about there being a $500,000 reduction, and I notice on this table that shows as the difference between the 982 and the 480.  I want to understand a bit about what is the contributed capital.  Is this a project that customers are going to pay for?  I was expecting to see 500 here.


MR. SKIDMORE:  Yes, the project that we were able to reduce with some consultation with a road authority is that was the one that we were able to move off and reduce, so by reducing that out of our 2016 capital had both a capital component and a contributing capital component netting out 500,000.


MS. FRANK:  Okay.  So that's -- I want to check -- is the customer -- you went to the customer, or the --


MR. SKIDMORE:  We had some discussions with the road authority to see about, you know, sort of the real timing of that.  It's kind of coming back to the similar -- to the Steeles process, and that's what we were told, so we were able to defer it out of 2016.


MS. FRANK:  Okay.  So what you put in the plan originally was your thinking as to the timing, but when you went to get an update it's been delayed.


MR. SKIDMORE:  That is correct.


MS. FRANK:  Okay.  So this reflects what actually was going to happen.  You just didn't know it when you filed the application.


MR. SKIDMORE:  That is correct.


MS. FRANK:  Okay.  Got it.


MS. FRY:  And you don't control the timing of that, I take it.


MR. SKIDMORE:  That is correct.


MS. FRANK:  Yeah.  I'm going to come back to the Steeles one later.  It's in the -- but for now let's just go to page 8.  And this is the point about your customer feedback about the proactive replacement.  And I think in your earlier presentation customers even said they would pay more.


So I want to ask you:  Does this settlement reflect in your opinion the proactive replacement of your system?  Is it responding to what the customers said they wanted?


MR. SKIDMORE:  I believe it does.


MS. FRANK:  Okay.  Because you're not actually asking for much more, but you think it still meets their needs?


MR. SKIDMORE:  I believe it does, yes.


MS. FRANK:  Okay.  That's good.  Let's go to page 23, and this is your Steeles Avenue piece.


MR. SKIDMORE:  What page?


MS. FRANK:  23.


MR. SKIDMORE:  I'm sorry, I thought you said 43.


MS. FRANK:  Good.  Steeles Avenue didn't happen when you thought it was going to happen, beyond your control.  Has it happened yet?


MR. SKIDMORE:  Yes, it is complete.


MS. FRANK:  That one is done, okay.  So that particular tracking account is finished, over and done with, and you're refunding the money you didn't need.

What about the other variance account for taxes?  Is it still in place?  Is that still something you'll be monitoring?


MR. SKIDMORE:  So the reason that this is here is that we had taxes in our rates for the period 2012 to 2015.  There are no taxes in our rate application for 2016 onwards, so that will not happen moving forward.  The customer is already getting the benefit of that, because there is no longer the tax expense in there.


MS. FRANK:  Maybe I have to move to -- I'm going to move to your – yes, this is actually on the settlement agreement.  I don't know if you have a hard copy in front of you.


MR. SKIDMORE:  I think we have it on the projector.


MS. FRANK:  I see.


MR. SKIDMORE:  Do we have a page?


MS. FRANK:  Page 5, Table 1.


MR. SKIDMORE:  Yes.


MS. FRANK:  So staying with the pills conversation we just had, I see there was pills in the original application.  Do I see a negative pill amount in there of 220?


MR. SKIDMORE:  That is correct.


MS. FRANK:  You're now saying as part of the interrogatories you've removed the pills?


MR. SKIDMORE:  That's correct.


MS. FRANK:  Why are there no pills any more?  Most companies have a tax amount.  Why nothing?


MR. SKIDMORE:  Well, I guess with the move to IFRS --

Actually, I'll let our CFO speak to that.


MR. SMELSKY:  Going back to the original application on the Table 1 where it shows the 220,000, that was related to the modelling.  And when we went through the interrogatory processes, we had to adjust that to zero.


And what's happening in the corporate tax returns now is there are items we will capitalize for accounting purposes.  But when we file and calculate our taxable income, we'll deduct the particular capital projects as an expense to reduce and arrive at a lower taxable income compared to an accounting income.


Because of that adjustment, that throws us into either a zero taxable income, or potentially even a loss carry forward for taxes going forward.  In our planning and capital program and in our projections, Halton Hills Hydro will not be paying corporate pills at the end of each of the fiscal years during this application process.

MS. FRANK:  And you'll likely have a carry forward is what you’re suggesting?


MR. SMELSKY:  Quite possibly.  We could have loss carry forwards that carry on, depending on how the particular capital programs unfold.


MS. FRANK:  Thank you.  Staying with your submission, the settlement, I have a few other questions.  I actually looked at page 7 to base this question, but it really was a little bit about your system performance.  We've heard about expenditures, both OM&A capital, but not a whole lot about your performance.


So I wanted to know what were you planning to do originally, in terms of the system performance?  Was a change anticipated prior to the settlement, and what are you thinking you're going to do now in terms of system performance?


MR. SKIDMORE:  Well, I think if you look at where we’ve taken the 500,000 out of capital, I don't think really our intentions have changed at all.  All of our planning projects that we had anticipated will continue on, and will be part of our DSP, and we will enact on those.  Where we were able to find that is the deferral of the road project.


MS. FRANK:  All existing assets that needed replacement will still get replaced?


MR. SKIDMORE:  That is correct.


MS. FRANK:  And any enhancements you were planning to improve -- so you're not running things to failure, I understand that.  But all the improvements you were going to make, you're still making them?


MR. SKIDMORE:  That's correct.  In a couple cases in 2020, we've deferred it by a year into sort of the next planning period.  So a lot of things were just, you know, moved year by year.  But overall, in the planning framework of five years, we'll still be doing the enhancements and upgrades as we originally planned.


MS. FRANK:  So no change from your submission to what you're expecting now.  But going back to my question, what were you planning do in terms of your performance?  Is it status quo?  Are you going to try to improve your performance, reduce your frequency of outages, reduce the duration, those kind of stats; was any change anticipated?

MR. SKIDMORE:  There will be changes for the benefit of our customers, and we've started to see that already in our 2015 results and we'll continue to improve those.

A lot of if you remember in our DSP was about system upgrades.  So we're taking the 4.16 KV system or 8.32 KV system to 27.6, so we believe that's the right strategy.  Replacing vintage transformers and underground infrastructure that was perhaps put in without ducts, putting them in with ducts.

So I truly believe that over this planning period, we're enhancing the customers' reliability.


MS. FRANK:  Good, thank you.  Going to page 9 in the settlement, and there was already some question about this 450 reduction.  Once again, rather than just where -- and I did hear you saying that maybe staff hiring will be delayed.  But I'm wondering about is what's going to be the impact of that?  Are you still going to be able to do monthly billing?  Is there going to be some impact as a result?

I don't want to hear about the details of what you're reducing, I just want to know what will customers see.


MR. SKIDMORE:  I don't think customers will see any change as a result of that.  We are doing monthly billing.  We are implementing that right now.  We did hire another FTE as a result of performing that monthly billing.  We'll have to look to – you know, again most of that is FTE constant.  I’m not saying we're not going to hire, but we’re not going to hire in 2016.  So customers will not see any impact as a result of this.


MS. FRANK:  That was my concern, that somehow customers were not going to get the same service they might have otherwise.


MR. SKIDMORE:  That is not the case.


MS. FRANK:  Okay.  Sounds good.  I think we're getting to the end of my questions.  Back on page 19 --


MR. SKIDMORE:  Of the settlement proposal?


MS. FRANK:  Of the settlement proposal, yes.  And this is likely one of those ones where I don't see the number in the settlement.  I'm certain you're doing something, but I notice on the first line for residential that you are proposing to be 33 percent variable and 66 percent fixed.

So I was wondering has this been a movement from what you were in '15 for the fixed variable split?  Have you changed it?


MR. SKIDMORE:  So that is a change and, from my understanding, we are ultimately to move to a fully fixed rate for residential.  So this is inclusive of the Board's requirement to move 25 percent of the way there in '16 all the way through full implementation of fixed rates by, I believe it's '19 or '20.


MS. FRANK:  I notice on the next page you say you're doing it over four years.  I was just unclear about the first-year movement, so what you believe you've done is the 25 percent of the way there.


MR. SKIDMORE:  That is correct.


MS. FRANK:  Okay.  That's fine.  Those are all my questions.  Thank you.


MS. FRY:  Thank you.  So I have a few questions too.  So could you turn to page 6 of the settlement proposal?  You've got it.  Okay.  So it was just some wording that interested me.  So in the -- under the heading "complete settlement", the third bullet, where it talks about a reduction of 500,000 in capital additions, I was just curious about the wording.  You say:

"In part by deferring some of the projects originally planned for the test year in a manner largely consistent with the prioritization process described in the distribution system plan."


So I'm just wondering what you mean by "largely consistent"?  Like, you know, speaking at a high level, what kind of departures from that prioritization are you talking about?


MR. SKIDMORE:  Well, I guess the biggest departure is what I had mentioned before, is really the deferral of the road authority project, as I had mentioned earlier.  Most of the -- all of the other projects that we've talked about for vintage system upgrades will continue as filed.


MS. FRY:  And just to go back one more time to the topic of being sure we understand, in operational terms what's the impact of you having gone to what you proposed in your application and what you're now proposing the settlement proposal, so what I'm hearing is one operational impact is you're deferring some hires, which means your succession planning isn't exactly what you planned.


Can you just explain why you don't think that deferral is a problem?


MR. SKIDMORE:  Well, the two hires that we had anticipated was another apprentice lineman.  You know, in our application we believe, besides the schooling portion of a lineman, there is the practical portion of a lineman.  So, you know, in our estimation it's almost an eight-year process to get fully qualified and knowing the system.


So as I had mentioned, I'm not saying that we're not going to hire, we just may not hire in 2016.  The other piece --


MS. FRY:  But I guess my question is, if you don't hire it in 2016, say you hire in, I don't know, 2017, 2018, whatever it is, what's the impact of that operationally?


MR. SKIDMORE:  I don't know if I can quantify exactly what the impact would be.  You know, we're just trying to anticipate when, you know, a group of our employees are eligible to retire -- and I say "eligible" because that doesn't necessarily mean that they're going to retire.


So I wouldn't say there's an immediate impact.  But I would say that we would have to -- we will continue on with that succession planning process as we continue to get information from our current staff of what their retirement plans entail.


MS. FRY:  Okay.  So it's basically based on forecasts and assumptions that may or may not materialize in that fashion, so you're confident that this deferral won't create a big hole.


MR. SKIDMORE:  I'm confident it will not create a big hole.


MS. FRY:  Okay.  And can you talk a bit more about the things that you're -- the other kinds of things that you're deferring and what impact, if any, they will have?


MR. SKIDMORE:  Yeah, the other deferral that is anticipated to help us meet the target where we had put in a new position of business systems analyst to help us maximize, I guess, the opportunities within existing systems, so we've just put a new financial system in.  So rather than having that individual help us, we'll have to lever on our controller, our CFO, to find those efficiencies, you know -- or operational opportunities.


You know, we do have great partnerships with other utilities, and we know that some of our other partner utilities in Halton region and in our grid-smart CD consortium have GP, so there may be some opportunities where we can find some information out for them as opposed to having this deferral.


So I think perhaps our taking full opportunity of the systems that we have may not be as fast as perhaps what they would have been with the business systems analyst.  They will come, and they will come perhaps over a longer period of time.  But at the end of the day we'll still get to where we wanted to be, albeit it may not happen as quickly.


MS. FRY:  So when you say "a longer period of time", what -- a year more?  A couple years more?


MR. SKIDMORE:  Yeah, I would probably say a couple years more, given the current workload on staff.  You know, through our cost-of-service application, which was a big time commitment, so we're hoping to free up some of their time to look at these system efficiencies.


MS. FRY:  Okay.  And Mr. Janigan, do you have any comments?

Submissions by Mr. Janigan:


MR. JANIGAN:  Thank you, Madam Chair.  We don't have any specific comments other than we have had the opportunity to participate in the settlement process, and as Mr. Skidmore has indicated, it was three days of very comprehensive discussions between not only counsel but also the technical people on both sides, and we believe that ultimately the settlement is a fair reflection of the consensus that was reached and will result in just and reasonable rates for the customers of Halton Hills, in particular the customers that I represent.


MS. FRY:  Thank you.  Mr. Aiken, do you have any comments?


MR. AIKEN:  No, I would just echo the comments of Mr. Janigan.


MS. FRY:  Does Board counsel have any comments?


MS. DJURDJEVIC:  We do not have any comments other than what was already filed in our submissions.  Thank you.


MS. FRY:  Okay.  Well, thank you very much.  So we'll take a recess of -- until quarter to 11:00, and we'll come back briefly at that point.


MR. SKIDMORE:  Thank you.

--- Recess taken at 10:26 a.m.

--- On resuming at 10:45 a.m.


MS. FRY:  Thank you once again, gentlemen, for your presentation.

DECISION


The Board approves the settlement proposal as filed.  The draft order, rate order will be issued in due course.


And just a note for those of you who will be participating in future settlements:  The Board would encourage people involved in settlement proposals, when they're writing the settlement proposal, to focus on performance outcomes.


Thank you very much, everybody.  That completes today's hearing.


MR. SKIDMORE:  Thank you very much.

--- Whereupon the hearing concluded at 10:46 a.m.
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