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Thursday, July 14, 2016
--- On commencing at 1:06 p.m.

MS. DUFF:  Please be seated.

Good afternoon.  So today is Thursday, July the 14th, and we are continuing with the oral hearing phase in Grimsby Power EB-2016-0072.  No, it's 2015-0072.  My binder is incorrect.

So I just want to remind the panel that you are still under oath.  We are going to continue with our cross-examination.  But before we do, I just wanted to ask, are there any preliminary matters that we need to deal with this morning?  Ms. Djurdjevic?  Any --


MS. DJURDJEVIC:  I believe Mr. Sidlofsky has a request.
Preliminary Matters:


MR. SIDLOFSKY:  I just have one preliminary matter.  It is not really a request, but it is more a suggestion as far as scheduling for the afternoon goes.

MS. DUFF:  Okay.

MR. SIDLOFSKY:  We have three things left in this proceeding under the hearing plan.  One thing is completion of the cross of the Grimsby Power panel, followed by the presentation of the settlement proposal, and finally the argument-in-chief.

For reasons that I'm sure the Board will appreciate, I have very limited ability to speak with the Grimsby panel now because they are continuing under cross, so my suggestion for the course of the afternoon would be completion of the Grimsby cross, followed by a very brief adjournment of about 15 minutes or so just to prepare for the presentation of the settlement proposal.

I can tell you that there won't be that much of a presentation.  I'll just be mentioning a number of the highlights in the proposal, but I understand that the Board may have some questions about that.  And we're certain -- the parties are certainly happy to address the Board's questions.

Followed by a slightly longer break, perhaps three-quarters of an hour to an hour, simply so that I can speak with my Grimsby clients to finalize the argument-in-chief.

All of that said, I think we would still be finished -- I understand Ms. Djurdjevic doesn't have a long cross-examination.  I think we would probably still be finished by 3:30 or so this afternoon.

MS. DUFF:  I think the schedule originally had argument-in-chief being 45 minutes; was that your estimate?

MR. SIDLOFSKY:  I'm estimating more in the neighbourhood of 15 to 20 minutes.

MS. DUFF:  Okay.  Thank you very much.

MR. SIDLOFSKY:  You're welcome.

MS. DUFF:  I think that's fine.  We'll proceed on that basis.

MR. SIDLOFSKY:  Thank you.

MS. DUFF:  Any other parties?

Just also during one of those breaks today if Board Staff could propose a schedule for submissions and reply submissions and present that to be the Board, that would be helpful.

Ms. Djurdjevic.
GRIMSBY POWER INC. - PANEL 2, OM&A, Resumed
Doug Curtiss,

Mioara Domokos,

Amy La Selva; Previously Affirmed.
Cross-Examination by Ms. Djurdjevic:


MS. DJURDJEVIC:  Thank you, Madam Chair.

First of all I'd like to mark as an exhibit OEB Staff's compendium regarding OM&A costs, and it will be K2.1.
EXHIBIT NO. K2.1:  OEB STAFF'S COMPENDIUM REGARDING OM&A COSTS.

MS. DJURDJEVIC:  And these questions, I guess, are directed to Mr. Curtiss and Ms. Domokos.  Have you had a chance to look at the documents in the compendium regarding OM&A?

MR. CURTISS:  We have.

MS. DJURDJEVIC:  Okay.  So the first page, this should be familiar to you.  It's from the data -- the information is from your response to Board Staff IR 1-Staff-6, with the exception of the very last right-hand column.

Can you confirm that this is information from your response?

MR. CURTISS:  Yes, it is.

MS. DJURDJEVIC:  Interrogatory.  Okay.  And have you had a chance to look at the figures on the right-hand side of the column that is titled "rate change 2012 to '16"?

MR. CURTISS:  Yes.

MS. DJURDJEVIC:  And you agree the percentages are correctly calculated?

MR. CURTISS:  I didn't check them, but subject to check, yes.

MS. DJURDJEVIC:  So looking at that far right column, you would agree with me that, subject to check, the -- and the calculations being correct, that the rate increase for Grimsby for the period 2012 to '16 is significantly greater than the rate increases of all the neighbouring LDCs?  In fact, for residential it is a 32 percent increase and for GS under 50 a 45 percent increase.  Do you agree with --


MR. CURTISS:  Yes.

MS. DJURDJEVIC:  So my next question is still 1-Staff-6, page 18.  If we can just get that up on the screen, because I'm going to quote, and I would like you to have that in front of you.

So -- it's highlighted there, that section.  You responded that:
"From a financial perspective, if Grimsby were allowed to recover more revenue from its customers like most of the other neighbouring LDCs, it would be a better financial performer."

So if I -- to paraphrase, Grimsby's response or position is that financial performance would be improved if you would have more revenue; i.e., if you could increase costs.  Is that a fair -- increase revenue.

MR. CURTISS:  Increased revenue, yes.

MS. DJURDJEVIC:  Yes.  And so would you agree also that you could also improve financial performance through improved cost control?

MR. CURTISS:  Sure, yeah.

MS. DJURDJEVIC:  And my next couple questions are about customer engagement, which you set out in your application, Exhibit 1, page 46.  And actually, if you can turn to page 55, the -- put that up on the screen.  It's the Utility Pulse survey.  It is printed -- I can't even see the page number.  It's...

MS. McOUAT:  Let me find the page --


MS. DJURDJEVIC:  Okay.

MS. McOUAT:  -- and then I'll expand it for you.

MS. DJURDJEVIC:  Actually, 56.  Go forward more.  And look at -- line 19, you've set out a list of services for which the survey indicated customers would be willing to pay an extra $5 per month.

Did that survey explore the possibility that the $5 per month could be in addition to other cost increases?

MR. CURTISS:  I believe the question was based around just the premium of $5.  Incremental $5, I guess, per month.

MS. DJURDJEVIC:  So the survey didn't explore whether customers would be willing to pay more than $5 extra per month; is that correct?

MR. CURTISS:  That's correct, not more than $5, yes.

MS. DJURDJEVIC:  The information about rate impact in response to 1-Staff-6 shows that the distribution bill that you're proposing would actually increase about $7 from 2015 to '16.  Do you agree with that?

MR. CURTISS:  Yes.

MS. DJURDJEVIC:  And would you also agree that -- confirm that your application contains three out of the five improvements that were listed in the survey, the customer survey?

MR. CURTISS:  Three out of the five?  Meaning the first three?

MS. DJURDJEVIC:  I -- which...

MR. CURTISS:  Reliability, time to restore power, better information?

MS. DJURDJEVIC:  Yes, those are...

MR. CURTISS:  Conservation, as you're aware, is funded not through rates.  And I believe the last one would apply as well.  Well, actually, that wouldn't apply, because that would be -- sorry, that would be outside of our current business channels.

MS. DJURDJEVIC:  So it -- the first three.  Customers would pay an extra $5 a month for the following:  Long-term -- improving long-term reliability, reducing time to restore power, and better information on outages.

MR. CURTISS:  Correct.

MS. DJURDJEVIC:  So was there any attempt in this survey or any other customer engagement you did that presented the potential bill increase as more than $5 or, you know, $5 per additional service?

MR. CURTISS:  No.  So as I stated earlier and as we discussed yesterday, we didn't do any customer engagement on the application itself.

MS. DJURJEVIC:  Can we just look at line 26 of the -- well, one of the -- one of the conclusions, what --


MS. McOUAT:  Got it.


MS. DJURJEVIC:  Right.  I'm just trying to find the line, the specific reference.  There it is, line 26.  Okay, it is line 26.


So the conclusion of that survey was that customers almost universally are concerned about the cost of electricity.  That was the conclusion of the survey.


MR. CURTISS:  Uh-hmm.


MS. DJURJEVIC:  And yet you did not conduct any customer engagement for the purpose of this application, or indicate that the increase could be more than $5 per month?


MR. CURTISS:  That's correct.


MS. DJURJEVIC:  Now, in the Staff compendium K2.1, the second, third and fourth pages are spreadsheets.  This is data from your chapter 2 exhibits, appendices 2J and 2K.  It also incorporates data from neighbouring utilities from the 2014 yearbook, and then Staff has updated it for 2015 and 2016 with specific GDPI factors for IRMs or final rate orders.


Have you had a chance to review these spreadsheets?


MR. CURTISS:  Yes.


MS. DJURJEVIC:  Do you agree with the calculations as being accurate?


MR. CURTISS:  I didn't check specifically the Calculations.  So subject to check, yes.


MS. DJURJEVIC:  We're looking first of all of the 2014 OM&A per customer.  The -- again, this is 10 percent more density, so looking at customers per -- customer density, customer per kilometre of line...

In terms of population density, looking at customers per kilometre of line, Grimsby's is actually more densely populated than average, so 8 percent more customers per line; do you agree with that, subject to check?


MR. CURTISS:  Yes.


MS. DJURJEVIC:  And it also indicates that in terms of customers served per employee is also greater than the average, about 12 percent greater.


MR. CURTISS:  Yes.


MS. DJURJEVIC:  And the OM&A spending per customer is 27 percent -- 25 percent lower than the average.


MR. CURTISS:  Yes.


MS. DJURJEVIC:  And the total O&M per customer is 9 percent lower than the average.


MR. CURTISS:  Correct.


MS. DJURJEVIC:  That's all in 2014.  Now, if we look at third page of the spreadsheet, which is 2016, again looking at the information about customers per kilometre of line, it shows that you are serving 12 percent -- hang on.

Sorry, there is just a disconnect between the numbers on my sheet and the numbers on the spreadsheet.

So okay, the density is still above average.  But in terms of customers served per employee, it's 12 percent fewer than the average.


MR. CURTISS:  Yes.


MS. DJURJEVIC:  All these are subject to check.  O&M per customer is 10 percent higher than average.  Admin costs per customer are also like 16 percent higher than average, and your total OM&A per customer is 13 percent higher than average.


MR. CURTISS:  Yes.


MS. DJURJEVIC:  So between 2014 and 2016, all those indicators of population density and ONM cost per customer, they are not in Grimsby’s favour; would you agree with that conclusion?


MR. CURTISS:  In this presentation, yes.


MS. DJURJEVIC:  Again subject to check and assuming all of these numbers are correct, there is a lower performance between -- in 2016 than you had in 2014?


MR. CURTISS:  I’m not sure whether I'd agree that I'd call all these individual metrics performance-related metrics.  I think as a group they may be, and I might talk about that in a minute.


MS. DJURJEVIC:  Still on page 3 of these spreadsheets, the number of customers -- I'm looking at the third sort of grouping of numbers, average OM&A, number of customers required to achieve OM&A per customer, you would need 13,023 customers; do you see that?


MR. CURTISS:  Yes.


MS. DJURJEVIC:  And the number of FTEs that you would need to achieve average cost -- average FTEs per customer would be 22 – just 22 – I can't find the .3 person.   
But do you see that?  Agreed, subject to check --


MR. CURTISS:  Yes.


MS. DJURJEVIC:  -- that that’s an accurate calculation.


Now, just to review a couple of statements from yesterday -- can we get the transcript on the screen, page 173?  Do we have that up?


So there is a discussion about the usefulness of OM&A per customer as a measure or indicator of performance, and your conclusion on page 174, you said -- which is being highlighted now:

"On any given measure, I don't believe these measures unto themselves are an indicator of performance on their own."

Can you tell us what other measures or indicators of performance should be considered?


MR. CURTISS:  Sure.  The first thing I'd like to discuss is the comparators, number one.


I use these comparators strictly from a customer perspective to compare the rates customers are paying.  I did not use them specifically to compare other performance indicators.


The PEG report and other reports that the Board has produced over the years has put different utilities in different cohorts, based on various criteria.  And I would say that, you know, the closest thing we have to a performance indicator currently is the PEG report.


We are currently a group 2 cost performer in that PEG report.  I'm not an expert in the PEG report, but I'm sure we could find people to argue whether that was even accurate or not, based on statistical models and everything else.


So to randomly pick -- not randomly, but to pick a geographic comparator may or may not be relevant, in terms of performance.


In terms of the approach at the bottom with your average customers, et cetera, again that is comparing us to this particular group, and this particular group may or may not be a good comparator for us.  I'll come back to the PEG report.  Our cohort in the PEG report is much different than this particular set of utilities.


In terms of the formulaic approach here, we can select three different types of proceedings here.  We selected the cost of service IR price cap, IR process because we wanted to – we knew we were going to be outside of the envelope.  So we purposely knew that the annual IR index, for example, was not going to work for us, and the purpose for coming to this proceeding is so that we could make a rate case to recovery our OM&A that we're predicting for the next rate term.


So statistics being as they are, I don't believe --the comparators used here, they may or may not be relevant.  I don't know that.  I haven't seen anything from the Board that would come close to this, other than the PEG report.


MS. DJURJEVIC:  So the comparators that were used here, as you indicated are -- you think may not be appropriate comparators.


Do you have any survey or sample, or could you propose one that would be more appropriate comparators?


MR. CURTISS:  Not offhand, no.


MS. DJURDJEVIC:  If the Panel finds it's helpful I will ask for an undertaking to do that, but if the Panel doesn't believe there is, you know, benefit to looking at a different sample of comparators, then we'll just leave it to argument.


MR. CURTISS:  The Board report on this particular topic of comparators is -- you know, they are using the PEG report.  There is a cohort in the PEG report, and certainly that could be used.


But again, there's -- you know, this has been discussed -- there are -- if you look at the Board report on the use of the PEG report, there are options in the Board's policies to potentially use other performance measurements in the future, so I think this whole area of performance is a sticky one.  It's -- obviously it's statistical in nature.


MS. DJURDJEVIC:  Okay.  I'll just finish off with a couple questions on the PEG report.


You indicated that you were included as part of group 2 in the PEG report in July 2015.  And the PEG spreadsheet, as I understand it, can be used to update your status or ranks with 2015 actual and 2016 forecast information.


Has Grimsby updated the PEG analysis with the actual and forecast information that you now have since July 2015?


MR. CURTISS:  No, as I said, we're familiar with the PEG report, but we were certainly not using the PEG report -- we are not executing the PEG report in those terms, so, no, we have not.


MS. DJURDJEVIC:  Would you undertake to do that -- again, if the Panel finds it helpful -- to update the PEG spreadsheet with current information and see which group Grimsby lands into then?


MS. FRANK:  Can we ask how much effort that might take you to do that?  Do you have the capability to do it in a relatively short period of time?


MR. CURTISS:  I guess the question is, I'm not familiar enough with the analysis in the spreadsheet to even tell you whether we're -- have the resources to actually do it, so...


MS. FRANK:  Maybe your counsel and his support, could they provide that assistance in, once again, a relatively short period of time?


MR. SIDLOFSKY:  Excuse me, Ms. Frank, we may be able to provide that assistance, but I couldn't tell you, sitting here, how long that might take.


MS. FRANK:  Directionally, would you believe that you're not as good off if you look at '15 and '16 compared to where you were in '14?  Your circumstances have deteriorated.  Would you -- if you did the work, that's what you'd expect; is that fair?


MR. CURTISS:  I would expect us to move up in category, yes.  Move up, move down in the performance categories.  Yes, I think that's a fair statement.


MS. FRANK:  Poor compared to what you did in '14.


MR. CURTISS:  Very likely, yes.


MS. FRANK:  That's likely enough.


MS. DJURDJEVIC:  Yes, just one more question about the -- in your statements yesterday on the transcript, page 146.


So the discussion was about, you know, your position, your -- that you are severely disadvantaged, quote-unquote, and a low-cost utility, and you are not providing the same services as some of the neighbouring utilities.


Could you expand on that and tell us what kind of services Grimsby is not providing?


MR. CURTISS:  Sure.  I think number one is the -- definitely anything to do with outage management and communications with the customer.  We don't currently have an outage management system, and we are rudimentally (sic) using our website for outage notification, but that only happens during regular hours.


And this also, in terms of customer -- indirect customer services, this whole idea that we're disadvantaged goes back to the starting point for where different utilities are.  Different utilities have different systems, and we've all started in a different place.


For example, I'll use an ERP that we implemented during the last rate term.  Many utilities had ERP systems well in advance of us, so they've already got that behind them.  We didn't.  So we had to implement that in order to play catch-up, if you will.


Those types of integrations, those types of services, outage management being one of them, technological advances, in terms of distribution automation, for example, we don't currently have a lot of automation.  We don't have SCADA systems.  Many other utilities have these things built into their systems already.  So all of these things take capital to purchase those systems, and it takes OM&A dollars to run those systems.


And comparisons are great, but we didn't all start in the same place, and we are all in a different place on the continuum of what the ultimate utility is going to be.  Some are further advanced than we are.


So in terms of this question and my answer, this is about trying to catch up to where we think we need to be, and we can analyze where we think we should be, and the costs in this cost of service are forecasted to do that.


MS. DJURDJEVIC:  Now, looking at your neighbouring LDCs and some of those services that you discussed, outage management and automation, for example, SCADA system, do you know if the others have those types of services?


MR. CURTISS:  Sure, I can talk to some of them, yes.  Horizon, for example, they have a full SCADA system.  They have automation of all their DSs.  They have -- I believe they have telemetry into some GSs.  I don't know whether they have outage management or not.  I know Fortis Ontario, CNP, they've recently instituted an outage management system that they are using.  Niagara Peninsula Energy, same thing.  They have an outage management system.  I'm not sure about Niagara-on-the-Lake.  Hydro One obviously has a very advanced system.  They can actually, you know, call out to customers and notify them ahead of time.  I don't have that -- we don't have that capability.


So all of those things -- those are place where we want to get to.  And I'll come back to my original thought, was that this level of OM&A is aimed at doing those things.


I've mentioned technological advancement, in many places in our cost of service, and this is meant to raise the level of competence and technology in our company, that in the end the customers will benefit from.


MS. DJURDJEVIC:  Okay, thank you very much.  Those are all my questions for the witness panel.


MS. DUFF:  The panel has a few questions.  Ms. Frank.

Questions by the Board:

MS. FRANK:  I want to follow up first with an answer that you gave in terms of why you chose this type of an application rather than the annual.  And you said something about the next rate term.  You thought it was appropriate that annual adjustments were not going to be sufficient.


MR. CURTISS:  Yes.


MS. FRANK:  But I struggle with what you've put forward, because it appears that you have deviated from -- I thought you were on a cost of service for '16 and an IRM for the following year.  Is that -- would that characterize your application?


MR. CURTISS:  That's correct, yes.


MS. FRANK:  Okay.  So a cost of service for '16 really would be what the budget is for '16, but you've introduced, I would call it, a creative approach to that.  So you've tried to normalize the cost.


And what I'm wondering is, are you really -- is this -- were you attempting to do a five-year application rather than the one-year?  Because the normalization looks like you are trying to give us the average year's cost rather than the 2016.


So I am trying to understand your purpose.


MR. CURTISS:  Sure, I'm not purposely trying to do a custom IR inside of the price IR.  But I think we need to recognize that the way the current application works, if I don't have all of my increases and costs in that one year, then they are essentially -- I can't cover them in the rest of the year, so -- for example.


If we don't have a position in two-16, it doesn't start in two-16 for the whole year.  You know, the one-point-something percent that we're going to get in the IR term is not going to be able to sustain those increases in employee count.  So we created the normalization principle.  It has been used in the past.  We have other things, as noticed in our application.  We have surveys that aren't every year; they are every other year.

So if that survey doesn't happen in 2016, how do we cover the cost for that over the next five years?  Because again, you know, the 1.25 -- 1.8 percent is not going to cover the cost of that survey if it's not in 2016.

So, we needed a mechanism to try to account for those costs that needed to get covered.

MS. FRANK:  So, it does look a whole lot more like a custom filing than it looks like a 2016 budgeted year cost of service?

MR. CURTISS:  For those normalized costs, yes.  I would agree with you, yes.

MS. FRANK:  Okay, so you've introduced a new concept, something that the Board hadn't considered and will have to give that some thought.

MR. CURTISS:  Okay, thank you.

MS. FRANK:  You are making our job more difficult.  Thank you.

There are three other areas that I’d like to explore. One is in the area of productivity improvements, and there is quite a lot of evidence about initiatives in Exhibit 1. I notice on pages 69 to 76, you've got a long list of productivity type initiatives.

It typically says these measures are included in our budget, but when we actually look at what are the annual savings -- and I think yesterday there was a bit of an attempt to understand what those annual savings are for the '16 period, you've got history, but you don't tend to go forward.

So I'm going to have a few questions.  The first one is:  Can you tell us what the annual savings would be from these initiatives in 2016?  What are the dollar savings?

MR. CURTISS:  No, I can't at this time.  No.

MS. FRANK:  If we looked at 2015, and I think it was Exhibit Staff-435, and we looked at -- Mr. Janigan and, I think, Mr. Rubenstein had this in both of their compendiums.  They had a demonstration that in 2015, there were initiatives that totalled savings approaching 1 percent of OM&A -- not quite but approaching 1 percent of OM&A.

Having done this in the past, is that a reasonable target that you might set for yourself?

MR. CURTISS:  Yes, I would say so.

MS. FRANK:  And would you see that as an incremental 1 percent to what you've got in the plan?

MR. CURTISS:  Incremental in terms of?

MS. FRANK:  More savings, beyond what you budgeted?

MR. CURTISS:  Yes, I think so.

MS. FRANK:  Okay, fine, moving onto my next area, outsourcing of contracts, and there are many places in your evidence that you talk about using outsourcers.  And certainly as a utility of your size, I think that that's the appropriate approach to take.  No sense staffing up with full-time people when you can use an outsourcer who has the expertise to do the work.

What I'm wondering about is how is this outsourcing changing over time.  Is it growing at inflation, more than inflation?  How would you characterize the changing costs associated with outsourcing?

MR. CURTISS:  In terms of an inflationary factor or --


MS. FRANK:  Right, right.  Are you finding that the out -- when you outsource a type of work of meter reading type of support, I think that you -- and billing, you outsource those.  Are you finding that the level of work is increasing and the cost of the contract at a rate greater than inflation, or equal to, or less than?  What's happening to these?

MR. CURTISS:  I think in terms of third party services, I think I would say that they're pretty consistently close to CPI, or rate of inflation.

MS. FRANK:  Okay, there was one -- thank you for that.  There was one area that I noticed.  It was the interplay between having a full-time person and using an outsource, and this is a historical piece with the storekeeper.

MR. CURTISS:  Okay.

MS. FRANK:  So I know you took the storekeeper from a full-time position to a half-time position, and you indicated that that storekeeper used to do some of the cable locates.

MR. CURTISS:  That's correct.

MS. FRANK:  So once you only have half-time, you've outsourced the cable locates, and I was noticing that that actually outsource contract for 2016 is going to be $72,000. 

Now I notice that Grimsby is thinking you are going to have a full-time storekeeper, so the natural thing is you think, well, are they going to do the cable locates now and therefore save the $72,000. 

I'm looking for any relationships.  By adding full-time people, do you drop any of the outsourcing?  Is there any interplay?  Maybe my -- maybe my cable locates is not a good example; maybe the IT is.  Is there anything of that sort?

MR. CURTISS:  In the storekeeper position, I need to say that we brought on ERP.  And ERP, in terms of warehouse transactions, has increased the workload for that position. 

Before it was basically paper-based.  Now everything that happens in this system is a transaction.  So there is nothing that happens inside ERP without some sort of entry, and that's created a lot of work for the storekeeper position.

We don't anticipate going back to in-house locates, although that's something we could consider, you know, after evaluating the time that the storekeeper has available.  We wouldn't discount that. 

In terms of other positions, I believe that the IT position will reduce our dependence on our current service provider.  How much we'll have to evaluate over a little bit of time.  I don't know the answer to that right now, but I think -- my in intuition tells me that we will be able to back off those third party services at some point in time in the future because of bringing that function in-house.

MS. FRANK:  With all IT type systems, the investment is normally to result in improvements and often those improvements are savings.  You are going to get better information, but you're also at the end of the day going to have some efficiencies associated with it; is that a fair comment?

MR. CURTISS:  Yes, I would agree.

MS. FRANK:  So when you actually look at these enhancements, like the storekeeper now having this additional data and managing the stores better and getting them at location at the right time rather than sitting around idle, what are the efficiencies that you've built-in associated with that, or they are not there yet?

MR. CURTISS:  I think I would use an example of the customer information system.  From 1999 until 2015 roughly, we had a 50 percent increase in customer count.  We had -- we have added half an FTE in that whole time period, but we've been able to handle all of that extra movement of customers.

So we had built in efficiencies.  It doesn't show up anywhere per se, but you know it's not -- we did -- we didn't add any customer service to accommodate all those extra customers.

We also have increased customer movements more, and that's in our exhibits, more move-ins and move-outs.  We have more collection activity now.

The ability to use technology has helped us to maintain a fairly level customer account department over that period of time.

We're the point right now where they're overloaded, and that's why we propose to add one more FTE in that particular department.

So that's an example of, you know, we're getting efficiencies.  It is not a dollar efficiency, but – well, it is in the sense that we haven't added an FTE over that period of time.  But I think we have productivity improvements within that, that maybe we haven't described as well as we could have in the cost of service application.

MS. FRANK:  Okay.  Well, I'm going to look in the future for more information on this trade-off.

MR. CURTISS:  Okay.

MS. FRANK:  Full-time versus outsourcing; it’s an area that I think maybe more attention could be paid.

And then one last area of questioning, and that's on the compensation levels.  And I do understand that some time ago when you compared actual -- was it 2012, you compared the compensation of your organization with the employees to the comparator group, the under 20,000 customer group that you were quite a bit below the average for the group.

MR. CURTISS:  70  percent on average.

MS. FRANK:  Right.  And I also think I read that you do that comparison on a more regular basis.  The MEARIE survey provides the information; is that correct?

MR. CURTISS:  Yes, the MEARIE survey comes out annually, and we do an annual review of all management salaries, benchmark against the survey.

MS. FRANK:  Okay.  And so where -- when you look at total compensation, including any bonuses, where are you today?  How do you compare?  Or the most recent comparison, what is that?

MR. CURTISS:  Our benchmark is the P50 marker in the survey.

MS. FRANK:  And that's where you're now --


MR. CURTISS:  Yes.

MS. FRANK:  -- total compensation, including bonuses, is -- that's where you are today.

MR. CURTISS:  Yes.

MS. FRANK:  Okay.  Good.  Thank you.  Those are my questions.

MS. DUFF:  I have three areas of questions.  The first one is a statement that you made yesterday.  How has the timing of this hearing, this proceeding -- and it's well into two-16 -- how has that affected your decision-making and your spending in two-16?

MR. CURTISS:  Basically we've put off any new -- any new hires that we had planned for two-16.  The succession planning is a little bit behind schedule.  Because of the timing of this proceeding we're -- you know, our management team is not all that large, so we've been spending a fair, significant amount of time on this application, and that's tending to hamper our recruiting efforts, so we are definitely behind in all of our hiring placements for two-16.

I would say that if we had submitted the application in April, when our regular date was, we'd probably be in a much better position, because we would have went into two-16 with the rate order, so presumably.  So definitely behind.

MS. DUFF:  And when I just was looking at the undertakings from yesterday -- I hope I haven't missed anything.  I don't think there's been -- the undertakings have not been responded, have they?  Received any responses?

MR. CURTISS:  No.

MS. DUFF:  Okay.  Fine.  That's not -- wasn't meant to be interpreted any other way.  But I look at the first one, which was J1.1, and I'll repeat it so you don't have to -- it was the one where you had agreed to update basically your OM&A forecast for two-16.

MR. CURTISS:  Yes.

MS. DUFF:  And we are at the conclusion of the oral hearing today, and, you know, the Panel was wondering how helpful that really could be to us.  You know, that evidence wouldn't be tested, you haven't derived the forecast, is what I understand, just to make sure that I understand.  You don't have a forecast at your office that you just have to go back and print off and submit; is that correct?

MR. CURTISS:  That's correct.

MS. DUFF:  Now, the Board will deliberate on whether we still need that undertaking, because we're questioning what would be your inputs into deriving that.  I mean, would you -- first of all, what's the basis of your last actual consistent of 2016 that you filed on the record?  I've seen your FTEs as of June 27th, two-16.

Is there a certain date where you have filed, like, an updated -- I mean, it would be year-to-date actuals.  That's a subset of that 3.9 million that you've proposed?  Where is it on the record, if you could point to that?

MR. CURTISS:  Sure.  We have filed up 'til the -- up to May, actuals.

MS. DUFF:  So we have a consistent basis up to the end of May.

MS. DOMOKOS:  Yes.

MS. DUFF:  So five and seven.  And then you've just updated for the FTE because it was a question that you had received regarding an update, and that was as of June the 27th.  It was -- I'm not trying to --


MR. CURTISS:  Yeah, the --


MS. DUFF:  -- it was -- you had done an update of where you are right now, prior to the oral hearing.

MR. CURTISS:  Yes, with May actual -- the May actuals, yes.  Like, total budget, total OM&A.

MS. DUFF:  Okay, great.

MR. CURTISS:  Okay.  And if I could speak with the undertaking, we -- as I understood it, we were going to update the cost for the FTEs in that undertaking for those positions in which we haven't hired which we have a forecasted date of hire, and update the cost associated with that, and obviously the difference that it would make in our OM&A.

MS. DUFF:  Well, I'm looking at the transcript from yesterday, and often the court reporters, you know, phrase things differently, but the way it reads right now is:
"To provide what they actually expect to spend in two-16 and provide an explanation of how they derive that amount."

And I interpreted it -- it was Mr. Rubenstein's question -- that it was the whole OM&A, so as I understood it, of the 3.9 million proposal, where are you to date?  Mr. Rubenstein, was that your understanding of what you had asked for?

MR. RUBENSTEIN:  My recollection was that it was in the context of, you had agreed, Mr. -- Mr. Curtiss had agreed that the budget wasn't the expectation of what they would end up at the end of the year and to provide what they thought the year would be and --


MS. DUFF:  Beyond FTEs.

MR. RUBENSTEIN:  Yes.

MS. DUFF:  And salary-related costs.

MR. RUBENSTEIN:  Yeah, I think FTEs may be the big driver of that, but it would have included everything.

MS. DUFF:  Okay.  So, yeah, just to -- the Board will break.  We'll consider that, and we'll advise you after the break.

And I have one more area of questioning.  With your direct examination you've talked about the effective date for rates, and there haven't been too many questions on it, but I have to stop you on your request for May 1, 2016 effective dates.

Mr. Rubenstein asked you if your rates had been declared interim as of May 1st, two-16, and you indicated you had not, and the Board has checked, and your rates were not declared interim on May 1st, two-16.

Was it your intention -- so given that information that your rates are still not interim, do you have a revised proposal?

MR. CURTISS:  We had requested the Board to provide interim rates in our cost-of-service application.  I'm not sure why they -- that hasn't been considered in this proceeding.  I was hoping -- the Board would normally perform that function, I believe.  So I don't know what else I can say about interim rates.  We did request it.

MS. DUFF:  Okay.  But to be clear, whatever the cause, May 1st has passed.

MR. CURTISS:  Yeah.  Absolutely, I agree.

MS. DUFF:  I just want to make sure you understood that.

MR. CURTISS:  I understand.

MS. DUFF:  Thank you.

Any other matters after the Board's questions for redirect, Mr. Sidlofsky?
Re-Examination by Mr. Sidlofsky:

MR. SIDLOFSKY:  Just a few questions, Madam Chair.

Mr. Curtiss, yesterday you were asked about the productivity improvements shown at page 76 of Exhibit 1.  I believe those were -- that was one of Mr. Rubenstein's questions.  And he mentioned that you talk about productivity improvements, but you essentially speak about continuing previous activities, and he had asked you if there was anything new in that list.

Perhaps I could -- if I could ask Board Staff to put up that page of Exhibit 1.  In the PDF document -- it is actually page 76 in the PDF document.

MS. McOUAT:  Sorry, I missed the beginning.  Which exhibit?

MR. SIDLOFSKY:  Exhibit 1, please.

MS. McOUAT:  Page...

MR. SIDLOFSKY:  Sorry, page 76.

That's it.  Just starting at "efforts to achieve cost reductions and productivity improvements".  Thank you.

Mr. Curtiss, my question for you is whether the -- I think your response was that there weren't new initiatives, but my question for you is whether the continuation of the initiatives that you've listed on that page can themselves contribute to further efficiency savings.

MR. CURTISS:  Yes, I believe that we will -- whatever programs that we've started -- and I'll just use an example.  Cost reductions coming from the e-billing program, for example, those will continue on as long as we're getting uptake from the customer.

Having a new ERP system allows us to manage inventory a little closer.  You know, that may produce some savings going forward.  We do have a purchase agreement with an alliance agreement, and it's noted here.

We've done comparative checks with other vendors and this does provide us with competitive prices, of which -- we haven't noted it, I don't believe anywhere, but we do get a small discount on those purchases.

So I guess, you know, we're not -- we conduct our business with the normal thought to try and reduce costs as much as we can.  We don't purposely inflate things.  Whenever we go on a new initiative, we're constantly looking at, you know, how -- does it have to cost this?  Can we do something different?  So that is just stuff that we would normally do in the course of business.  So no, we haven't -- as I said yesterday, we haven't identified any new cost savings measures.

Even between yesterday and today, I haven't come up with any so -- but we will continue to look at things as they come towards us and do our best to reduce those costs.

MR. SIDLOFSKY:  Then do you anticipate increasing cost savings through these six measures that you have listed here?

MR. CURTISS:  Yes, they will continue.

MR. SIDLOFSKY:  Mr. Rubenstein also asked you about what your customers would think about foregoing customer engagement.  And in your response, you mentioned that you did it two statistically valid surveys in preparation of the application.

I looked back at your application, and you talk about the Utility Pulse survey and you talk about the work that did you in preparation of your DSP.  So I assume those are the two surveys that you are referring to; correct?

MR. CURTISS:  That's correct.

MR. SIDLOFSKY:  When I look at your discussion of the Utility Pulse survey, I believe you mentioned that within that survey, 400 Grimsby customers were canvassed; is that right?

MR. CURTISS:  I believe that's the number, yes, for the ultimately Pulse one, yeah.

MR. SIDLOFSKY:  And as you are aware, there have been other questions throughout the course of yesterday and even during cross-examination today about your customer engagement in relation to the application itself, and I -- it seems to me that there is a bit of an inconsistency here, when -- between the suggestion that you haven't done customer engagement, but then in your own application, you've referred to your activities leading up to the development of the application.

And I'm actually quoting from your application at page 47 of Exhibit 1.  At line 8 of page 47, the application says:
"As part of Grimsby Power's activities leading up to the development of its application, both residential and business customers were surveyed to further understand their needs, wants, issues, and concerns."


Do you consider that to be customer engagement for the purpose of the application, or is that something else? 

I'm just trying to assure that -- ensure that I'm not seeing an inconsistency there in your answers.

MR. CURTISS:  I would consider both surveys customer engagement activities that inform both the DSP and the overall objectives of our cost of service proceeding.

MR. SIDLOFSKY:  Thank you.  So another question, also yesterday from Mr. Janigan, and he was referring to page 30 of his compendium.  I don't think we need to pull that up for the purpose of my question, but he mentioned that your OM&A appeared to be pretty steady in the years leading up to the 2012 test year, and he commented that he saw what looked like a similar pattern in 2015 and 2016. 

And your answer -- in your answer, you suggested that it's partly due to the four and five-year cycles.

You went on to say they make step changes at the ends of rate periods, and that you need to make investments going forward.

My question for you on that is whether you need -- given those comments, my question for you is do you need the additional OM&A in the years that you say, and specifically in the 2016 test year, or don't you?

MR. CURTISS:  Yes, we would.  As I discussed a little earlier, those costs need to be in 2016 in order to sustain those costs through the remaining years of the rate period.  If they're not in 2016, then the incremental -- the inflationary factor increase or the stretch factor is not going to be able to cover the additional FTEs, or possibly even the succession planning activities.

MR. SIDLOFSKY:  Thank you, Mr. Curtiss.  Ms. Duff, those are my questions.  Thank you.

MS. DUFF:  Thank you.  The Board will --


MR. SIDLOFSKY:  I'm sorry, just before we hopefully take a short break, did the panel still want an update to the -- sorry, to the PEG model, or not?

MS. DUFF:  No.  That's fine.

MR. SIDLOFSKY:  Okay.

MS. DUFF:  Okay, you had requested a 15-minute break.  Is that your estimate?

MR. SIDLOFSKY:  I think that would be fine.

MS. DUFF:  Okay.  We will recess and reconvene at 2:15.

MR. SIDLOFSKY:  Thank you.  And is the panel still -- is the panel released at this point?  I know you do have some questions -- I expect you do have some questions on the settlement proposal.  I would like to be able to speak with them about it, though.  I doubt that anyone would have any major concerns about that.

MS. FRANK:  And the nature of our questions are such that I'm not convinced there would be any problem either.

MR. SIDLOFSKY:  Okay.

MS. FRANK:  So, yes, I'd say go ahead.

MS. DUFF:  Or speak or forever hold your peace.  I think that is fine.  We're recessed.
--- Recess taken at 2:03 p.m.

--- On resuming at 2:29 p.m.
Procedural Matters:


MS. DUFF:  There are a few procedural matters that the Board would like to address first before beginning with the presentation of the settlement proposal.

The first relates to the transcript undertakings which were agreed to yesterday, and the Board would like to clarify, actually, the wording of J1.1.  This is regarding the OM&A revision.  What the Board would like is a revised 2016 forecast of the entire OM&A.  That's, you know, on the same basis as the 3.9.  And if you had the forecast of May, we're asking if you could include six months actual up to June and then a six-month forecast, so a six and six.

And to the extent that you've included -- this is your evidence -- any normalized figures or numbers, just please be explicit and identify those.
UNDERTAKING J1.1 (REVISED):  TO PROVIDE A REVISED 2016 FORECAST OF THE ENTIRE OM&A ON THE SAME BASIS AS THE 3.9; IF YOU HAD THE FORECAST OF MAY, TO INCLUDE SIX MONTHS ACTUAL UP TO JUNE AND THEN A SIX MONTH FORECAST, SO SIX AND SIX


The timing of that, though, is going to be crucial in order for parties to file their submissions.  So we were -- should I talk about this -- it has come to our attention the OEB has asked the intervenors for possible dates, so if written submissions are due on July the 29th, I think intervenors and OEB Staff would need that information about a week before, if it's possible to provide that information one week before the due date.  I guess it would be July 21st, 22nd.

MR. CURTISS:  Yes, that's fine.

MS. DUFF:  Okay.  And again, all the caveats that you need, and provided that the transcript undertakings are submitted, let's say July 21st, written submissions would be due July the 29th, and then reply argument would be on August the 9th.  And I understand that's been agreed to by the parties; is that true?

MR. SIDLOFSKY:  That's fine with Grimsby, Madam Chair, but we have discussed that.

MS. DUFF:  Okay, so no objections?
DECISION


The second issue that the Board would like to deal with is regarding the effective date of rates, and in particular the issue regarding interim rates.  And the Board has decided to make Grimsby's rates interim effective immediately.  Declaring the rates interim at this stage of the proceeding will allow for greater flexibility in determining the effective date for rates, finding in our final decision.

And even though I am providing this decision orally, a written order will be issued by the OEB secretary subsequent to today.

The third issue I was going to do was the filing of submissions, but seeing as how I combined them, those are all the procedural matters the Board wanted to deal with.

So Mr. Sidlofsky, if you could proceed with your presentation of the procedural -- the settlement proposal.
Presentation of the Settlement Proposal by Mr. Sidlofsky:


MR. SIDLOFSKY:  Thank you, Madam Chair.

I am going to be very brief with that to allow as much time as the Panel needs for its questions.  I will touch on the highlights of the settlement proposal, but I also do have one comment about the Board Staff's submission on the settlement proposal.  And I'll deal with that at the end of my comments on the proposal itself.  I think it's -- actually, the parties collectively think that it's something that may require a bit of clarification on the part of Staff, but I'll deal with that in a few minutes.

Grimsby Power originally applied for a service revenue requirement of approximately $6.6 million, and through the interrogatory and settlement process that's been reduced by approximately $170,000 to a total of -- again, approximately $6.4 million.

Other revenue of slightly over $300,000 has remained constant through the application.  That was accepted by the parties as appropriate.

Among the key elements of the settlement proposal are a $200,000 reduction in capital additions.  And I should note that Grimsby Power remains satisfied that with those adjustments to cap ex its ability to pursue continuous productivity improvements, maintain service quality and system reliability objectives, and maintain the reliable and safe operation of the system should not be compromised with that -- with that reduction.

I will mention here that Grimsby has also agreed as part of the settlement to conduct an asset condition assessment, and that would be submitted with its next cost-of-service application.

I will say that what the parties agreed to is that the cost of that assessment will be eligible for inclusion in the regulatory costs in the next cost-of-service or custom IR application.

I will -- and that's actually the item I'll be touching on a little bit later when it comes to the Board Staff's submission on the settlement proposal.

Other highlights of the proposal, though, include a change with respect to the cost of capital.  Toronto Dominion Bank had issued a loan for the former Niagara West Transformation Corporation in respect of that transformer station.  The amount of that loan was increased through the settlement process from 3.6 million to $4.4 million at 2 percent.

What that actually does is it reduces the cost of capital to -- related to long-term debt to 3.13 percent for the test year.  So that actually does represent a significant reduction in the weighted long-term debt -- weighted long-term debt.

That interest rate was previously 6.31 percent, so the reduction to 2 percent is significant, and that, of course, was agreed to by all the parties.

The one that will take a bit more explanation now -- and this is really almost the last item I'll be mentioning -- is the treatment of the embedded distributor class.  That class was newly created here, and it reflects the change in the status from -- of the Niagara West transformer station.

When it was with NWTC, that -- sorry, when it was with NWTC -- both Grimsby Power and Niagara Peninsula Energy were transmission customers of NWTC.  Now that the TS is a distribution asset and Niagara Peninsula is a distribution customer of GPI, the parties had to consider how to deal with that and how to allocate the costs related to that transformer station, among Grimsby and Niagara Peninsula.

The agreement is that 40 percent of the costs directly associated with the Niagara West transformer station will be allocated to NPEI as the embedded distributor, and the parties have agreed on a fixed/variable split with respect to the embedded distributor class of 50 percent fixed and 50 percent variable.

There is a true-up provision in the treatment of NPEI as an embedded distributor, and the true-up provision provides that if the sum of the billed demand for each month is less than a particular threshold and that threshold is less than the anticipated total demands for that station, there will be a true-up, and so the -- I'll just -- it is probably easier if I just read directly from the settlement proposal.

If the sum of the billed demand for each month is less than the threshold of 117,500 kilowatts per year, then the difference between that threshold and the actual demand billed lower than 117,500 kilowatts will be multiplied by the current variable rate and owed by the embedded distributor to Grimsby Power.

What that accomplishes is that Grimsby Power will have some assurance that its revenue from the embedded distributor class will meet or exceed approximately 84 percent of the forecast gross demand for that class.  And the 16 percent difference creates opportunities or allows for opportunities for reduction in demand by that customer.

What that does is it allows for reductions in demand through CDM activities.  Loss -- potential loss of customer load and potential impacts of generation below a 1-megawatt or 2-megawatt capacity referred to in the settlement proposal, and those lower capacities deal with renewables.

It also allows for the possibility of transfers of load by NPEI to other facilities.  So there is no guarantee that GPI will be made completely whole by NPEI in the future.  But it does -- this agreement allows for a certain amount of comfort on the part of GPI, that it will be recovery a very significant amount of its costs related to that transformer station that are attributable to NPEI, and it still allows opportunities for conservation and other measures taken by NPEI by it's customers.

That true-up would begin on -- if necessary, would begin on January 1st of next year and the value of the true-up would be calculated in the first quarter of each year from 2018 to 2021, and that covers the current rate period, the 2016 to '20 rate period. 

Finally, because – sorry.  There is a retail transmission service rate proposed by the parties with respect to the embedded distributor class, and that would come into effect when Grimsby Power becomes the market participant for the Niagara West transformer station. 

At this time -- and this is discussed in the settlement proposal, at this time it's in fact Niagara Peninsula Energy that owns the asset and is the market participant for that station.  That will be changing and the parties' proposal is that when that change takes effect, then with Grimsby Power becoming the market participant for the purpose of that station, it would then be permitted to charge retail transmission service rates to NPEI.

Those are the highlights of the settlement proposal.

What I was going to mention with respect to the asset condition assessment is that in the Board Staff submission at page 5, Board Staff acknowledged that the settlement proposal requires Grimsby to conduct an independent asset condition assessment to be submitted with its next custom service or IR application.

The submission goes on to state that the settlement provides that the cost of this asset condition assessment will be included as part of the regulator costs for recovery in the next cost of service or custom IR application.  OEB Staff submits that this requirement, as well as the expectation of recovery of costs in excess of it's materiality threshold, is appropriate.  OEB Staff notes that a deferral account would be required to track these cost for review and potential disposition in the next rebasing application.

I've spoken with the parties on this on our brief break this afternoon, and that's not exactly our understanding of the settlement.  So I'd like to speak to that just briefly to clarify it.

What the parties have agreed to is that the costs of the asset condition assessment would be eligible for inclusion in the regulatory costs in Grimsby's next rebasing application.

We haven't provided, and we don't suggest that it's necessary to have a deferral account for costs; those would simply be included like regulatory costs, for example, costs related to the application itself.  And typically, there's no deferral account established for those either.  Those are simply included in the next application.

So the parties suggest that a deferral account wouldn't be appropriate.  We also suggest that there is no need to address a materiality threshold here, because that total cost of assessment would be eligible for inclusion in the regulatory cost category.

That would be subject to -- as any cost claimed by the utility, that would be subject to testing in the next cost of service application.

So we'd simply like to clarify that aspect of the settlement proposal, and hopefully the -- we're hopeful that Board Staff will agree with our proposed approach. 

And with that, those are my comments on the settlement proposal.

MS. FRANK:  I think I'm going to handle that issue.  It was on my list of items that I wanted to talk about. 

But I want to explore one item that you raised, and that was the piece on the true-up mechanism that you've got, and I just want to explore where the 16 percent came from.  Why 16 percent?  Anybody know why?

MR. SIDLOFSKY:  I can tell -- my friend, Mr. Stoll, might want to speak to that.  But I can tell you it was a negotiated value in the settlement and it was -- it is felt by the parties that that will provide Grimsby some comfort, while providing some flexibility to NPEI.

As for the specific number, perhaps Mr. Stoll might want to speak to that.

MS. FRANK:  In particular, Mr. Stoll, just to be helpful, I'm wondering how much CDM might -- will this in some way limit the CDM is my concern.

So where did the 16 come from, and what does CDM look like?

MR. STOLL:  It will not limit the CDM activities for the customers that are served by the Niagara West transformer station, which was part of our concern.

So the CDM is less than 16 percent.

MS. FRANK:  How much less than?

MR. STOLL:  I don't have a precise number.  One of the issues that we dealt with was -- and why we proceeded the way we did was because there is a proposed generating facility to be connected to that right now.  Because it was over the threshold of the 2-megawatts, it would be capped -- it would be captured in the metering.

There was some concern that there might be some additional generation and other things that wouldn't be captured.  So it was a balancing of a number of things, not just the CDM.

MS. DUFF:  I had a question regarding actually the embedded distributor as well from the applicant's perspective.  The threshold of 117,500, that number is based in 2015 data, is that correct?

MR. SIDLOFSKY:  I'm going to defer to Mr. Curtiss on that.

MS. DUFF:  My bottom line question is:  That stays fixed until 2021, as I understand it, as part of this negotiated agreement.

MR. SIDLOFSKY:  Oh, yes.  Yes, it does.

MS. DUFF:  This is a what-if scenario.  What if Niagara Peninsula’s conservation just changes to it's business, customer base, unforeseen events, makes that 117,500 a number that is woefully out of date? 

What options do your customers have, given that they're negotiated this settlement with a fixed number in it?  What are their options, just so that I understand?

MR. CURTISS:  By customer, you mean NPEI?

MS. DUFF:  Exactly.

MT. CURTISS:  I'm not sure what their options could be.  As you said, there is obviously a risk there that they would go below that number.  We thought we were fairly conservative in picking that number.

MR. STOLL:  If I can maybe just step in?  And actually, Board Staff included a reference that basically the load forecast did include the CDM in that area; that's one element.

But I think one of the other kind of principles from the way we approached this is similar to like a load forecast used in an agreement where you're building a transmission asset, where there is a true-up after 15 years and there is a matching against the load forecast that was originally provided.

If I back up, this transformer station was built in the early 2000s, so -- and unfortunately, there is no agreement about what the load forecast was at that time.  

But the Transmission System Code in general contemplates a true-up periodically when you are having load customers require transmission asset to be built, so that was one of the reasons why we were willing to agree to the concept of a true-up.

As far as risk of the 117, I think it is fairly conservative.  It is a fairly stable area from my understanding, from my client.  They've seen modest growth, like, in the less than 1 percent, so generally the load reduction is related to, like, generation coming on-stream.

MS. FRANK:  Or I assume conservative in the area.

MR. STOLL:  Correct.  Correct.

MR. SIDLOFSKY:  One difference, though, is that under the Transmission System Code, the transmitter would be trueing up to match the full economic evaluation that was performed, so that if there's a shortfall there would be an additional capital contribution.  Here --


MS. FRANK:  Not with conservation, though.

MR. SIDLOFSKY:  No.  I'm sorry.  Not with conservation --


MS. FRANK:  So if they were able to do conservation they would not true-up for that.

MR. SIDLOFSKY:  No.  Sorry, Ms. Frank.  That's correct.  But my point, though, is there are other possible reasons here for being below the threshold and for triggering a true-up, but the true-up generally under the Transmission System Code, leaving conservation aside, is going to be to the full -- to the full anticipated cost of building, operating, maintaining that facility over time, so it is similar to the approach taken in the Transmission System Code, but it allows more flexibility, we suggest, than the Transmission System Code itself would allow, because the true-up isn't to 100 percent, leaving conservation aside.  The true-up isn't to 100 percent, it is to the 84 percent.

MS. FRANK:  But was there any information that you used in arriving at this number, what level of conservation has happened in this area in the past?  That is certainly a major concern that you wouldn't want to put inside a mechanism that would constrain the amount of conservation, because they are going to have to pay.

MR. SIDLOFSKY:  I think Mr. Stoll's suggestion was that this can -- that the threshold that was put in there can accommodate the --


MS. FRANK:  The five years' worth --


MR. SIDLOFSKY:  Or the 16 percent can accommodate the anticipated conservation.

MR. STOLL:  Yeah, I would agree with that.

MS. DUFF:  And the Transmission System Code when it has that true-up is usually for a build/no build decision.  That's at the point.  That's the juncture which you're deciding to build the asset.  This is not a new asset.

MR. SIDLOFSKY:  No, that's --


MS. DUFF:  -- this is -- it's just a new asset that you own as Grimsby Power.

MR. SIDLOFSKY:  Yes.  That's correct.  The economic evaluation is done as part of that expansion process; that is right.  It is not a perfect match, but we're trying -- it is something of a proxy for that.

MS. FRANK:  I imagine there is nothing you can provide that would demonstrate the levels of conservation over, say, the last five years, because the station has been around that long.

MR. STOLL:  Yeah.  The station has been around a little more than ten years, I believe, in operation.  As far as the level conservation of the customers?

MS. FRANK:  In that -- it would be served by that facility.

MR. STOLL:  I can use a best-efforts undertaking to go back to my client.  My client is the one that provided the forecast to help derive the actual 2015 forecast.  So...

MS. FRANK:  We're just realizing that that information might well be available from the IESO, so it doesn't sound like it'd be a big piece of work to do.  It's a question --


MR. STOLL:  The conservation?

MS. FRANK:  Right.

MR. STOLL:  Well, yeah, it is the conservation for the people that are served by this transformer station.

MS. FRANK:  Right.

MR. STOLL:  We have multiple transformer stations into our community.  That's the problem.  We have to divvy it up and separate it from -- this only serves a small portion of our customer base.  NPEI has 50,000-plus customers.  That is why it becomes a bit of an issue to segregate out.

MS. DUFF:  Well, why don't we hold off on that, and the panel will confirm that later.

MS. FRANK:  So moving on to another question, this is of the nature of deferral accounts, and there's two sides of this.  One:  Do you need a new deferral account for the asset condition assessment; and two, are all the deferral accounts that you have there today necessary going forward?  Because your proposal -- I think it's on page 30 of the settlement -- is the continuation of all existing deferral accounts.

So let me first of all go to the continuation of all existing deferral accounts.  That cannot proceed.  There is actually a Board policy about renewable generation and discontinuing the deferral account associated with that, so the amount of money that is in that account is being cleared in this hearing and the account disappears.

Similarly, with the IFRS account, which has had no money going into it for a couple of years, quite understandably, that account cannot continue.  So those two accounts need to be stopped, because there is no reason for them to continue to exist.

Once you know that the settlement agreement on that sentence has got a problem because it implies everything is continuing, then you can go to the other side of:  Should you have a new deferral account for the asset condition assessment?  And the notion is:  It is safer to do that.  It is more appropriate to actually establish the account and record the costs in an area.  It increases the -- having established a deferral account, the potential for recovery is increased, long as the costs were prudently incurred.

Without the account and trying to have costs that occurred in a prior period recovered in the next application, there is a greater risk.  It takes very little effort to get this deferral account.  There is an accounting order that would be -- you'd file, and it would be approved.  So it's a minor piece of work, and it provides a greater assurance that those costs are tracked and identifiable and have the potential for recovery.

So we're going to suggest that those changes need to be made.  So dropping the two that can't continue and adding the one.

MR. RUBENSTEIN:  If I can speak to the last item with respect to the asset condition assessment?  I want to be careful what I can say, but the provisions of the agreement with respect to this issue were specifically set out the way they were.  I can't really say much more to that but --


MS. FRANK:  That doesn't mean we have to accept them, though, Mr. Rubenstein.

MR. RUBENSTEIN:  No, but --


MS. FRANK:  And we're not going to.  So -- and I realize that that's one item we're not going to accept, and my colleague will talk about another, and then you are going to have to decide what you're going to do with it.

MR. SIDLOFSKY:  And it will be helpful to know what the Panel has concerns about in the settlement proposal.  As the Panel will appreciate, this is a proposal of the parties.  It's presented as a package.  We'll have to discuss that, and maybe we should talk about some, you know, some timing for that as well.

MS. FRANK:  There will be.

MR. SIDLOFSKY:  Thank you.

MS. FRANK:  So one change on the deferral accounts, take two off, add one in, and then the other change.

MS. DUFF:  I did have a question on page 32 of the settlement proposal.  It is regarding that rate mitigation:

"The parties accept the evidence of Grimsby Power that rate mitigation is not required for any classes."

The Board -- the Panel has discussed this, and we're concerned that that may be premature.  Without finalizing the decision, the final revenue-requirement calculation, and also the added complication of the rate design on residential, and the qualifying -- there's two conditions that must be met by Board policy.

So first of all, there is the revenue requirement and recovery of that, and there is the secondary piece, which again is on the settlement proposal.  You go through the calculation at Appendix 2PA for then moving to a fixed rate, the migration over a -- transition over a four-year period.  In addition to the $4 threshold there is the requirement that the consumer consuming at the tenth percentile cannot have a more than 10 percent.

The Board has just not seen those, has not seen and couldn't possibly until the decision has been made, and this table is updated.  Would we be able to see through the draft rate order process that those two conditions of the policy are met?

MS. FRANK:  That means the language that talks about the rate mitigation is not required for any rate classes is something that the Board Panel believes is premature, and therefore needs to be deleted.

MS. DUFF:  Or contingent upon the draft rate order process.

MS. FRANK:  Modified, then.

MR. SIDLOFSKY:  We will certainly take that back and discuss it amongst ourselves as well.

MS. DUFF:  So the calculations -- just to clarify, the calculations right now, based on the settlement proposal with the inclusions of the unsettled items as they have been done, right now there is no issue in terms of rate mitigation as I understand it.

But I don't think that this -- well, on this page, I don't think it goes through the tenth percentile customer. So we're just -- the Board would like to see that calculation in the draft rate order process to ensure that no mitigation is required in order to meet the policy.

MR. SIDLOFSKY:  Sorry, just so that I'm clear on this, is -- I understand that you feel that it's premature at this point to -- for the parties to assert that rate mitigation is not required.

But what the Board has in front of it is an indication of what rates would be for every class, and I believe the Board has those impacts based on the entire request from Grimsby.  So, I mean, the revenue requirement that this settlement is proposal is based on includes the entire Grimsby – sorry, includes the entire Grimsby Power request when it comes to OM&A and PILs, the disputed issues.

So my question just for my for my own understanding is:  Is the Board concerned about impacts right now?  Because I think, Ms. Duff, you mentioned that there doesn't seem to be an issue right now.

But is the Board concerned that whatever the outcome of this proceeding may be on the disputed issues, there may be impacts that the Board will need to address by way of mitigation?

MS. DUFF:  Perhaps, two pieces, two requests.  We'll take this back.  I will look for -- I'll try to find the two sections of the evidence that I -- I will try to find the two sections of the evidence, and I'll talk to Board Staff to clarify that issue then.

MR. SIDLOFSKY:  Okay, thank you.

MS. DUFF:  Yes, we'll make -- we will need -- I may have may have spoken ahead of myself, and I want to check the two pieces of evidence to make sure that that's clear.

MS. FRANK:  Can you actually help us?  The 10 percent rule, where would we find that, where in the evidence just to help us?

MS. DUFF:   At the tenth percentile and at the -- and the rate impacts on all the classes.

MS. McOUAT:  The tenth percentile has been captured in the chapter 2 appendices; I think it's 2W.  It has been calculated there, and I think it was 9.65 percent on total bill, as I recall.

MS. DUFF:  Okay.

MS. McOUAT:  But there were two other rate classes, embedded distributor and -- no, it was street lighting and unmetered scattered load are the two that are above 10 percent.

MS. DUFF:  Well, we have a one hour break, and the panel will review that.  I think prior to your argument-in-chief, you said you wanted to have a break.

MR. SIDLOFSKY:  Three quarters of an hour is fine.  I'm not insisting on an hour, Madam Chair.

MS. FRANK:  Could you, during that time, also have a bit of a conversation with the other parties who signed off on the agreement specifically around the deferral accounts?

Hopefully, that is not a material change to this agreement.

MR. SIDLOFSKY:  I can have that discussion, Ms. Frank.  Perhaps then if we could reconvene at ten to four, or excuse me – yes, ten to four.

MS. DUFF:  The Board will be waiting and you can advise us when you are ready to proceed.

MR. SIDLOFSKY:  Thank you.
--- Recess taken at 3:05 p.m.

--- On resuming at 4:05 p.m.
Preliminary Matters:

MS. DUFF:  Good afternoon.  I think there's a few preliminary matters to deal with before we begin with the argument-in-chief.  Should the Board -- did you have anything that you wanted to add, Mr. Sidlofsky, regarding the Board's requests?

MR. SIDLOFSKY:  I was going to mention that as a preliminary matter.  I had an opportunity during the break to speak with my friends, the intervenor representatives, and as you know, Mr. Aiken wasn't in attendance today.

What we would suggest is -- first of all, we've certainly heard the Board about the deferral accounts, and we think we can come to some sort of agreement that will address the Board's concern about the -- the concerns about that.

Additionally we may be able to deal with the section of the settlement agreement that deals with rate mitigation as well in a satisfactory way, and I know that that matter was out there as well, and I guess that was mentioned by you, Ms. Duff.

MS. DUFF:  I do have one more question, actually, I could ask the panel on that issue.

When you filed the settlement agreement, I was reflecting on my thoughts, when you filed the settlement proposal, you had done an analysis of the impact on a rate -- each rate class and, in particular, the residential.  But at the time of the settlement proposal, that was when you had a different loss carry-forward proposal that was baked into the numbers.

So for the tenth percentile you were at 9.65 percent, which is very close to the 10 percent.  And my only concern -- and if you can assure me, the witnesses can assure me --that when Grimsby Power's proposals, if they were to be improved by the Board, as presented at this date, which includes the proposal for loss carry-forward, that we're not in danger of, you know, not being -- of not meeting Board policy with respect to that tenth percentile.

So if that is assured, then that's the only issue.

MR. SIDLOFSKY:  I think I can say two things about that.  The first thing is, my understanding was that there was an update to Appendix 2W that was filed in May that in fact showed a lower impact on the tenth percentile --


MS. DUFF:  Okay.

MR. SIDLOFSKY:  -- slightly over -- I believe it was 7.06, and perhaps Ms. La Selva can correct me on that, but it was just over 7 percent.

So -- and that was filed pre-settlement.  Now, there isn't an Appendix 2W that's been filed yet post-settlement.  However, the settlement did bring the revenue requirement down slightly.

So my understanding is that that impact on the tenth percentile would be slightly under 7 percent.  It didn't have a huge impact.  It didn't create a huge change in the impact, but I believe it brought it just under 7 percent.

Now, that was -- I'm sorry, that was -- then we need to take into account the NWTC item, because when the calculations were done under the settlement agreement my understanding is that NWTC -- the NWTC effect on PILs wasn't included there.

So it may -- that impact -- that impact may rise very, very slightly again, but only very slightly.  So my expectation is well under -- probably still around 7 percent.

MS. DUFF:  That's very helpful.  So I think on that basis, as long as I have Grimsby Power's assurance that, you know, the Board policy can be maintained and no rate mitigation is required, then I think that's sufficient.

MR. SIDLOFSKY:  Thank you.  So that really just leaves us with the deferral accounts area of the settlement proposal, and I do think we can arrive at some satisfactory approach to that.

MS. DUFF:  And again, it's to be in accordance with Board policy.

MR. SIDLOFSKY:  Yes, understood.  And our thought was that perhaps -- if the Board would like to see a revised settlement proposal -- and I can't tell you at this point that we will be revising it, because of course it, you know, it involves discussions among the parties, but if there were to be a revised settlement proposal filed, we would suggest that it could be filed by July 29th to correspond to the intervenors' submissions.

Would that be satisfactory to the Board?

MS. FRANK:  Since we're only changing one piece that likely wouldn't affect any of the unsettled items, delaying until the same time likely wouldn't cause a problem for the intervenors in terms of their submissions.  Because you wouldn't change your submission for this one piece, I can't imagine, right?

MR. SIDLOFSKY:  No, because that's a settled item, and I would imagine that it would remain a settled item in any revised version of the agreement.  As for all the other -- sorry --


MS. FRANK:  Sooner would be if we thought that somehow this piece would become unsettled and therefore needing to have the parties make submissions on it, but that's highly unlikely.

MR. SIDLOFSKY:  That is certainly a valid concern, but I think we can live with a July 29th deadline.

MS. FRANK:  Okay.

MS. DUFF:  I think that's acceptable to the Board.  Productive five minutes.

MR. SIDLOFSKY:  It was.

MS. DUFF:  Would you like to proceed now with the argument-in-chief?
Argument-In-Chief by Mr. Sidlofsky:

MR. SIDLOFSKY:  Certainly, thank you.  And I will be brief.  I thank the Board for its indulgence as we get later in the day, but I'm planning on a timely argument-in-chief.

As the Board's well aware, the parties reached a settlement on most of the issues in this proceeding, and we are left with three unsettled issues to be determined by the Board.  I'll identify them in the order that they have been addressed in this hearing.  Specifically, they are the matter of Grimsby Power's PILs calculation; second, Grimsby Power's OM&A request; and third, the effective date for Grimsby Power's rates.

And I'll start with the PILs issue.  As I mentioned during the examination-in-chief of Grimsby's first witness panel, PILs are subsumed in the revenue-requirement issues.  Issue 2.1 asks whether all elements of the revenue requirement are reasonable and whether they have been appropriately determined in accordance with OEB policies and practices.

Issue 2 asks whether the revenue requirement has been accurately determined based on these elements.  And I'm not going to go into a discussion of what the intervenors may want in respect of Grimsby's PILs calculation.  They'll make their requests in their submissions.

But what I will do is take a few minutes to summarize Grimsby Power's approach to PILs and to discuss how that approach is a reasonable one.  I expect that I'll have more to say about this and the other unsettled issues in our written reply submission.

According to Ms. Domokos, in Grimsby Power's initial application dated December 23rd, 2015, the 2016 test-year PILs calculation was based on the OEB's PILs model.  At that time Grimsby Power showed a total loss carry-forward of 834,000.  And all numbers are -- I'm rounding all the numbers for the purpose of this discussion.

That was surprised of two elements:  Actual loss carry-forwards available as of December 31st, 2014 of 712,000 for Grimsby Power and the former Niagara West Transformation Corporation, plus the forecasted tax loss for the 2015 bridge year of 122,000, and that was calculated using the OEB's PILs model, and that model calculates gains and losses for tax purposes on a regulatory basis.

Grimsby took the resulting $834,000 and divided it by five in order to normalize the loss carry-forward value over five years, and the result was used to reduce taxable income and the resulting PILs for 2016.

In response to interrogatories, the 2015 bridge-year data in various tables was updated to reflect actual results.  Ms. Domokos gave a few examples of updated items.  Those included OM&A, load forecast and capital additions, and depreciation.  But in his evidence Mr. Picard identified almost 20 updates that were made in response to interrogatories, and this led to the April 2016 update to the application that included an update to the PILs model, and that update was also made to reflect actual results.

As Ms. Domokos explained, the OEB's PILs model does not accommodate actual data for the bridge year.  It omits items such as the activity associated with deferral and variance accounts, even though that activity is included in the actual tax return.

Ms. Domokos made a number of changes to the model in order to accommodate actual results for the 2015 bridge year.  Based on actual 2015 results, the total losses available for the 2016 test year were reduced to 392,000, again comprised of two elements, but the values of those elements have changed from the original application.

First, actual loss carry-forwards available as of December 31st, 2014 of $765,000 for Grimsby Power and the former Niagara West Transformation Corporation were used in that calculation, and that amount was reduced by an actual tax loss carry-forward used in the 2015 bridge year in the amount of $374,000.

As with the original calculation, Grimsby divided the 392 by 5, in order to normalize the loss carry-forward value over the five years.  And once again, the result was used it reduce taxable income and the resulting PILs for 2016.

There was an update to the PILs calculation as part of the settlement proposal, but that was only to reflect a change in capital additions in the test year as agreed to in the settlement proposal.

As Ms. Domokos testified, the PILs issue remained unsettled and Grimsby Power sought the advice of KPMG and more particularly Mr. Picard, on the matter of the use of actual versus regulatory data in the calculation of PILs for the 2015 bridge year.

And I should note when I say there was an update to the PILs calculation as part of the settlement proposal,  that update did include Grimsby's proposed use of actual data for 2015, so the calculation of the 2015 PILs on an actual, rather than a regulatory basis.

As you heard from Mr. Picard, whom you've recognized as an expert in regulatory accounting, it would be unreasonable to update the Grimsby Power rate application to reflect actual revenue and expense figures for 2015, but not to similarly update the estimates of income before tax, payments in lieu of tax, and tax loss balances to reflect the impact of the changes made to revenue and expenses at intervenors’ requests. 

To do so would reflect only a partial consideration of relevant parameters.

Grimsby submits that the position of using the actual calculation of PILs for the 2015 bridge year, when all other data was updated to reflect actual results, is the appropriate approach.

You've also heard from both Ms. Domokos and Mr. Picard that during Grimsby Power's discussions with KPMG on the outstanding PILs issue, KPMG suggested that in it's opinion, the shareholders should be the benefit of the loss carry-forwards attributable to the former NWTC, and not the ratepayer. 

Put simply, this was because PILs had never been included in NWTC's transmission rate.  In other words, NWTC's customers, which included NPEI and Grimsby, had never paid PILs on the transmission rate and they should therefore not receive the benefit of the loss carry-forwards attributable to NWTC.

Grimsby Power, for its part, agrees with the opinion of KPMG in this regard, and the PILs calculation filed in its June 29th evidence update reflect the use of actual figures from GPI's 2015 tax return. 

The calculation of the loss carry-forward for December 31st, 2015, on an actual basis, and the removal of loss carry-forwards attributable to the former NWTC, as they should flow to the benefit of the shareholder and not the ratepayer.

The result of these adjustments is that there are now no loss carry-forwards available for the 2016 test year.  However, in the circumstances of this application, Grimsby Power submits that this is a reasonable and appropriate outcome.

Moving on to OM&A, the OM&A issue was addressed in issue 1.2.  Specifically, is the level of planned OM&A expenditures appropriate and is the rationale for planning choices appropriate and adequately explained, giving due consideration to customer feedback and preferences, productivity, benchmarking of costs, reliability and service quality, impact on distribution rates, trade-offs with capital spending, government-mandated obligations and the objectives of the applicant and it's customers.

The Board's determination of this issue will also affect the resolution of issues 2.1 and 2.2 relating to the calculation of the base revenue requirement.

Grimsby's OM&A request for the 2016 test year is unchanged from its application as filed.  Grimsby Power submits that the value of that request, in the amount of approximately $3.9 million, is reasonable and appropriate.  It is supported by the evidence in the application and it allows Grimsby Power to continue to improve the service offered to its customers.  But I will go on a bit about that.

As Mr. Curtiss explained, he arrived at Grimsby Power in 2010 and during his time there, Grimsby Power has become a much -- become much more engaged in providing the electrical distribution services that customers depend on and expect from their distributor.

Prior to that time, according to Mr. Curtiss' evidence, Grimsby's costs were by far the lowest of the distributor and in its cohort.  But as Mr. Curtiss discussed in his evidence-in-chief, this wasn't the result of any great efficiency, but because health and safety basics were not being adequate -- excuse me, actively promoted, professional development was virtually non-existent.  The upkeep of tools and equipment was not adequate, and requests for repairs and updating were frowned upon in respect to tools and equipment. 

Financial processes were fractured, and getting basic financial information in a timely manner was not possible. And all of this was leading the organization to take unnecessary risks to keep costs down, and the way of operating business wasn't sustainable.

At that time, additional OM&A spending had to be undertaken to, as Mr. Curtiss described it, right the ship, and the Board agreed, making only a small reduction to Grimsby's requested OM&A.

As Mr. Curtiss stated, it provided the necessary resources to move the organization from the status quo of the past to a properly functioning LDC, given the requirements at that time.

Since then, Grimsby has put that additional OM&A to work, according to Mr. Curtiss, by improving the systems set in motion prior to the application, developing its human resources, investing some key systems to increase efficiency and provide services to it's customers.

Key improvements and investments identified by Grimsby's witness panel include the implementation of an ERP system that improves the provision of engineering services, the modernization of its tools and equipment -- excuse me, and the modernization of its tools and equipment. 

On the human resource side, Grimsby Power has upgraded its compensation package for management staff to be competitive with the median LDC in the less than 20,000 customer group.

And Grimsby submits that that's a reasonable and appropriate means of securing and retaining qualified staff in a competitive market for utility employees.

Grimsby Power has also maintained education and training for staff at all levels.  As Mr. Curtiss testified, while Grimsby Power's OM&A expenditures exceeded Board-approved levels in recent years, the utility has succeeded in maintaining its spending within its budget. 

Additionally, as indicated in Grimsby Power's response to interrogatory 1-Staff-6(a), taking account for one-time items such as costs attributable to the smart meter implementation, it's 2011 cost of service regulatory costs, and costs related to the Niagara West MTS, and approximately $88,000 in incremental OM&A costs that were known and discussed at the time of Grimsby Power’s oral hearing in respect of its 2012 rebasing, but were not included in the 2012 OM&A request due to their timing. 

Annual increases in OM&A have been kept fairly low at 3.82, 3.64, and 2.86 percent in the years since 2012.

As for the current OM&A request, the key drivers for the proposed increase in OM&A are discussed in pages 6 to 15 of Exhibit 4 of the application.

In general terms, the main factors driving the proposed OM&A increase relate to human resources requirements, the amalgamation of Grimsby Power and NWTC, and changes in base compensation.

More specifically, Grimsby has identified the need to deploy a comprehensive succession planning program to provide for business continuity in light of a significant number of retirements over the training horizon.

For example, the Board heard Mr. Curtiss discuss the fact that two of Grimsby’s four line maintainers are expected to retire by 2023.

Grimsby needs apprentice line maintainers now to overlap with experienced journeymen, so that the apprentices are fully trained and qualified by the time they need to replace those retiring employees.

Grimsby also requires replacements for other staff retiring during this period, and new staff to address additional operational responsibilities, including the operation of the former NWTC transformer station.

Finally, new full-time equivalents are needed to support the significant growth in Grimsby Power's customer base, and to support government-mandated initiatives such as the need to be more consumer-centric.

These positions include an accounting supervisor, applications and systems support professional, a customer service representative, and a storekeeper.

Those positions are discussed and supported in Exhibit 4 of the pre-filed evidence at pages 8 to 10, and I'm not going to repeat those discussions here.  But I do want to highlight one piece of information found in the discussion of the proposed new customer service representative at page 8 of Exhibit 4.

The discussion in the pre-filed evidence notes the increase of 51 percent in Grimsby's customer numbers since 1999.  But what I'd like to mention here in particular is the increase in activity in certain areas since 2012.

Grimsby has given evidence to the effect that collection activity is up by 119 percent since 2012, move out and move in activity is up by 24 percent, correspondence that customer service representatives need to deal with is up by 21 percent, phone calls are up by 21 percent, new services are up by 153 percent.  This is a growing utility and it operates in a dynamic environment.

As Grimsby indicated in its pre-filed evidence at page 12 of Exhibit 4, since Grimsby Power's last cost-of-service application in 2012 there has been very little stability in the LDC environment.

The only constant, according to Mr. Curtiss, has been the constant of continuous change to which utilities have had to respond.  These changes have primarily been driven by the Ministry of Energy and the Ontario Energy Board, and much of the change has centred on the increased regulatory requirements, with triple R reporting, scorecard requirements, and rate application filing requirements.

And there has also been a significant amount of change affecting customers' bills, and this requires constant changes to the billing system.  All of this change requires increased resources and, accordingly, increases in OM&A.

Grimsby Power submits that it has appropriately supported its OM&A request in this application.  It has followed the outcomes-based approach as adopted by the Board and, in particular, in support of the four RRFE objectives:  customer focus, operational effectiveness, public-policy responsiveness, and financial performance.

The main support for increases in OM&A are Grimsby Power's two customer surveys and its comprehensive succession planning analysis.  The analysis of those survey results begins at page 55 of Exhibit 1 of the pre-filed evidence.

In surveying its customers and among many other findings Grimsby has determined that customers' top priorities for investment are improvement in long-term reliability and reduced time needed to restore power, improved communications during power outages, and the provision of energy conservation education, and Grimsby intends to work toward improvement in all of those areas and more, according to Mr. Curtiss.

Grimsby Power evaluated the needs and demands of its customers through that survey process and considered how to meet them.  It has planned ahead to compensate for retirements, customer growth, technological advancement, increasing regulatory requirements, and changes to its operating environment due to Ministry of Energy and OEB initiatives, and the OM&A expenditures in rates proposed by Grimsby will provide the funds necessary to address those drivers.

Grimsby Power submits that its evidence in this proceeding supports its request with respect to OM&A and that the resulting rates, which would reflect the inclusion of Grimsby Power's OM&A as requested in its application, are just and reasonable.

With the exception of the unmetered scattered load and streetlighting classes, as I mentioned a few moments ago, bill impacts arising out of Grimsby Power's application as adjusted by the settlement proposal are less than 10 percent.

On that point, I note that the latest summary of bill impacts currently on the record pre-dates the settlement conference, but the latest version of Appendix 2W filed on May 6th as part of GPI's interrogatory responses shows, as I mentioned earlier in the context of the discussion of the settlement proposal, a 7.09 percent total bill impact for the tenth percentile residential customer.

That impact will decline slightly as a result of the settlement, but because the settlement proposal is based on GPI's approach to the unsettled matters -- that is, full recovery of GPI's proposed OM&A and the use of actual 2015 data in the PILs calculation -- the impact on that segment of the residential class should not change significantly.

As I mentioned, the one outstanding item is the removal of the NWTC loss carry-forwards.  As I've said, we do not anticipate that there will be any material impact on the -- on customers in the 10 percent -- residential customers in the tenth percentile.

As Mr. Curtiss indicated, using 2016 rates as the base, and with the increase in OM&A as proposed, Grimsby Power's residential and general service customer costs still remain below the average of its Niagara regional neighbours.

The GPI acknowledges in its previous rate proceeding it did not anticipate a significant increase in OM&A, but that assertion was qualified by the assumption of a stable business environment.

And as Mr. Curtiss testified, while Grimsby's operational and administrative situation has improved compared to its pre-2012 condition, the business environment has not stayed still.  It has continued to evolve.

The RRFE report set in motion the establishment of a new business environment for LDCs.  That report stated that the Board remains committed to continuous improvement within the electricity sector, the Board's policies for setting distributor rates as outlined below are supported by fundamental principles of good asset management, coordinated long-term planning, and a common set of performance, including productivity expectations.

As Mr. Curtiss advised, this evolution has created a new standard of what a continuously improving sustainable business operation should be, and this business environment in which GPI operates is much different than in 2011 at the time of its last cost-of-service proceeding.

Grimsby's OM&A request represents a reasonable approach to addressing those evolving needs and requirements.  And for all of these reasons, in addition to those set out in Grimsby's pre-filed evidence and their testimony, Grimsby Power submits that its proposed OM&A for the 2016 test year should be approved as requested.

And finally, I'll just touch briefly on the effective date.  As part of its 2012 application Grimsby requested that its rate year be established as January to December, and the Board approved that request.

In the normal course then that would have required GPI to file a cost-of-service application for 2016 in April of last year.  As Mr. Curtiss has testified, what Grimsby is requesting in this application is an effective date of May 1st for its rates while maintaining a January to December rate year, and Grimsby has also indicated that it's requesting a rider for incremental revenue for the period May 1st to the implementation date.

Now, I understand that there will likely be further submissions on the effective date and the effect of the current Grimsby rates being made -- being made interim as of -- well, immediately, but I'll hold off on those until a reply submission, but Grimsby, in any event, would remain a January filer, so that its next rebasing application would presumably be filed in April of 2020 for 2021 rates.

Now, the one thing I wanted to mention in this area was Mr. Curtiss's evidence, or testimony, on the reasons for late filing, and the key item that he mentioned was that it was important to Grimsby to have the former Grimsby Power and the former Niagara West Transformation Corporation consolidated and to have that consolidation complete before filing.

The Board made the determination that the NWTC transformer station would be a distribution asset, so it was important to Grimsby and it remains important to Grimsby that new rates going forward would reflect the consolidation of those -- the consolidation of those two companies.

Mr. Curtiss also cited the need for -- or the lack of internal resources, and of course his -- Grimsby's case is clear with respect to the need for additional full-time equivalents.

The way that Grimsby has addressed that delay is by requesting May 1st rates as opposed to January 1st rates while maintaining the January to December rate year, and as a result, I would simply point out that Grimsby has already indicated that it's prepared to forego four months of incremental revenues to address that delay in filing.

We would suggest that that's -- Grimsby would suggest that that is an appropriate outcome here so that May 1st remains reasonable under the circumstances.

And Madam Chair, those are my submissions, and I am sure I'll have more in reply.  Thank you.  And thanks for a courteous hearing.

MS. DUFF:  Thank you, Mr. Sidlofsky.

The Panel has no questions.  Oh, Mr. Rubenstein.

MR. RUBENSTEIN:  I was wondering if I could ask Mr. Sidlofsky just to clarify one position so I know what their position is for the purposes of argument --


MS. DUFF:  Please proceed.

MR. RUBENSTEIN:  -- and that's with respect to the effective date.  I just want to understand, is it Grimsby's position that, notwithstanding the Board's decision today that the rates will be interim today, that the effective date should still be May 1st?  I just wanted to understand what the position is, so I know what to respond to.

MR. SIDLOFSKY:  The short answer is yes.  Grimsby continues to request a May 1st effective date, and I'm sure Mr. Rubenstein will have thoughts on that in his submission.

MS. DUFF:   All right.  It is now 4:30, or just past that.  Thank you very much. 

Thank you to the witness panel.  I appreciate your efforts, and thank you to our court reporter.

Just to reiterate the dates that we've agreed to, following this oral phase of the proceeding, the Board will issue a written interim rate order declaring Grimsby Power's rates interim on July the 21st.  That would be the date on which we are expecting the transcript undertaking responses.

On the 29th, the anticipated date for a revised settlement proposal.  Also on July the 29th would be written submissions for OEB Staff and intervenors, being the same date.  And then finally on August the 9th is the date for written reply argument.

That concludes the oral phase of this proceeding, and thank you to all our participants.

MR. SIDLOFSKY:  Thank you, Madam Chair.
--- Whereupon the hearing adjourned at 4:37 p.m.
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