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But if you can come back in year six and say, no, no,
no, now we need another rate iIncrease, then suddenly we
only have what we have In hand, and that is not much.

And so you understand why we"re concerned about this.
I am wondering 1T you can help understand why this proposal
protects against that.

MR. CASS: So Jay, as | am sure you know, the January
2016 Rate Handbook does set out the Board®"s expectations,
iT there was a need or a desire to seek to terminate the
deferred rate rebasing period at an early time.

MR. SHEPHERD: Yes.

MR. CASS: So 1 am not sure what the witnesses can add
to that.

MR. SHEPHERD: Okay. I am just giving them the
opportunity to give a fuller explanation, because, you
know --

MR. BASILIO: The only thing I would add is, we do
have our ratepayer interests In mind when we"re making
decisions. Part of -- certainly a significant motivation
for doing this transaction i1s that i1t 1s a win-win. It 1Is
a win for shareholders, 1t"s a win for ratepayers. There"s
certainly a lot of interest iIn seeing those ratepayer

benefits realized in the first ten years as well as

thereafter.
And so, again, 1 don"t have a crystal ball for what
might happen in years six or seven. It would be subject to

Board policy if we, you know, if we were to come forward

with a threshold issue. But there is an intention here to

ASAP Reporting Services Inc.
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MR. BASILIO: No. The shareholders approved the
transaction on the basis of the customer and shareholder
benefits in the business plan.

MR. SHEPHERD: Well, yes, except the shareholder
benefits are a lot more than the customer benefits.

MR. BASILIO: No. They are not. |In fact, 1If you were
to do a present value of the $69 million annuity and the
savings relative to the status quo in the first ten years
compared to the present value of the after-tax benefits to
the shareholders in the first ten years, you would find
number 1 outweighs number 2 significantly.

MR. SHEPHERD: The first ten years you"re talking
about?

MR. BASILIO: In the first ten years shareholders have
$425.9 million of pre-tax benefits. Now, some of those are
amortized, right, because some of them are capital. So
they"re not all immediate. They don®t all fall to the
bottom line.

MR. SHEPHERD: Understood.

MR. BASILIO: Customers benefit In the Ffirst ten
years, would all be the status quo. 1 don"t think I need
to go -- | mean --

MR. SHEPHERD: Not $400 million.

MR. BASILIO: Not $400 million, but thereafter they
benefit by $69 million a year in perpetuity.

MR. SHEPHERD: 1 see. So you are saying if you count
the savings forever the ratepayers benefit.

MR. BASILIO: If you count -- right, 1f you count the

ASAP Reporting Services Inc.
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savings after the ten years forever and the savings within
the first ten years, customers are far and away better off
from a rate perspective. But they"re also better off, iIn
terms of a larger, more financially viable utility, and,
you know, generally speaking -- sorry?

MR. SHEPHERD: How does that help them?

MR. BASILIO: It helps them with respect to
distribution system investment.

MR. SHEPHERD: And what"s the outcome that they get
for that?

MR. BASILIO: More security of investment, that you"ve
got a viable entity that can continue to provide long-term
investment.

MR. SHEPHERD: How does that help them? I"m sorry, 1
don"t understand. Does that improve --

MR. BASILIO: It helps them in terms of reliability.

MR. SHEPHERD: So you are saying your reliability is
going to improve?

MR. BASILIO: I think over time it will, yes.

MR. SHEPHERD: Do we have a commitment in here for
that?

MR. BASILIO: No, we don"t. There are no commitments
for those sorts of things. These are, | think, reasonable
assertions that larger, better capitalized entities are
generally more liquid and able to provide better for
investment than smaller, liquidity-constrained entities.

MR. SHEPHERD: All right. So my next question iIs on

SEC 31. You have refused to provide the shareholders*

ASAP Reporting Services Inc.
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MR. SHEPHERD: And so 1 thought that Mergeco would be
doing the same thing, just with more areas; is that not
right?

MR. GLICKSMAN: Ms. Butany mentioned to you -- you
asked a question earlier about the DSP. Mergeco has not
done a DSP. As John has indicated, the business plan is
predicated on the DSPs of the individual utilities and that
there are sufficient funds allowed for in the business plan
to maintain the capital spending as per the current DSPs.

MR. SHEPHERD: So you won"t be doing the same sort of
ongoing prioritization that PowerStream does right now?

MR. GLICKSMAN: So currently, 1t is assumed that there
will be sufficient capital availability recovered in rates
to be able to support all of the iInitiatives that are iIn
the current DSPs.

It could be -- I think what you®"re suggesting is when
there 1s a new DSP, will those priorities be different.

That we cannot conjecture at this point in time.

MR. SHEPHERD: All right. 1 am not quite finished. 1
would like to ask one more question before the break, and I
am not quite finished. 1 have to do a little bit more
after the break. If you want to take a break now.

MS. HELT: Certainly, hmm-hmm.

MR. SHEPHERD: Let me ask one question, and this 1is
from Staff 11. You are talking about making rate
applications, and 1 am going to sort of bring in a bunch of
different things that relate to this.

The thing 1 don"t understand i1s, after closing, are

ASAP Reporting Services Inc.
(613) 564-2727 (416) 861-87208
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you four LDCs or one LDC?

MS. BUTANY-DESOUZA: One LDC, with four rate zones.

MR. SHEPHERD: All right. And so you are
contemplating that you will file your rate applications
separately for the four rate zones, as iIf they were
separate LDCs?

MS. BUTANY-DESOUZA: We will file likely -- and this
is still in the development stage because we"re not there

yet -- but it would likely be one application, if you

55

imagine one IRM application with three tabs to it, and each

of those tabs pertains to the rates related to the
particular rate zones.

Had PowerStream been on custom IR, their custom IR
application had been filed and they came out of that with
subsequent annual filings, then there would be an annual
filing application with two annual filings in it.

Perhaps what we will be filing is an overall
application that speaks to LDC Co. overall, and has four
sections; one an annual filing for Horizon Utilities and
three sections related to IRM for the other three rate
zones.

MR. SHEPHERD: And then each of the four components
could, depending on the year and the need, have an ICM in
it as well?

MS. BUTANY-DESOUZA: It may. 1 think we indicated
that in evidence.

MR. SHEPHERD: So a couple of things arise out of

that. One i1s, you were asked somewhere how are you going

ASAP Reporting Services Inc.
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to allocate common costs, and you don"t have a system in
place for allocating common costs, right?

MS. BUTANY-DESOUZA: Not as yet, no. That doesn"t
mean that we won"t. It just means we don"t right now
because we"re not one.

MR. SHEPHERD: But once you are one, you do have to
allocate common costs as long as you have separate rate
zones, right?

MS. BUTANY-DESOUZA: Yes, that"s correct.

MR. SHEPHERD: And so at what point are you expecting
that the Board will review your allocation methodology?

[Witness panel confers]

MS. BUTANY-DESOUZA: Respectfully, likely in that
future rate application. That"s not a matter for this
application nor the satisfaction of the no harm test.
That*"s a rates matter to be dealt with in a rates
proceeding.

MR. SHEPHERD: So in your IRM application?

MS. BUTANY-DESOUZA: As an example.

MR. SHEPHERD: Well, you®"re not suggesting that it"s
first looked at in 2027?

MS. BUTANY-DESOUZA: No. 1"m suggesting that in a
future rate application, that that"s when the Board would
review that.

MR. SHEPHERD: Okay, thanks. And then the other part

of this i1s, 1 think you have said that you will have four
separate rate zones until the rates converge. Is that
right?

ASAP Reporting Services Inc.
(613) 564-2727 (416) 861-87207
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MR. MACDONALD: Correct.

MR. SHEPHERD: All right. And then to the extent that
there®s any -- that they do any work for affiliates, for
example, for example solar and stuff like that, that"s done
in the allocation process?

MR. MACDONALD: We would have service level
agreements, as each of the predecessor utilities does.

MR. SHEPHERD: Right. Okay. 1 think I am just about
done. Are you the ones to ask questions about the service
level agreement with PowerStream Solar?

MR. WOLFF: You can ask the question, but if iIt"s not
something I am specifically familiar with, I would have to
defer to the other panel, but maybe you can ask and then 1
can make the determination.

MR. SHEPHERD: All right. So you don"t have a service
level agreement yet, right?

MR. WOLFF: Not a final one, no.

MR. SHEPHERD: It is beilng negotiated right now as we
speak.

MR. WOLFF: Correct.

MR. SHEPHERD: Well, not as we speak, because
everybody i1s here, but...

But do I understand that you don"t have a number yet?
You don"t have any dollar figures to tell the Board about
how much the LDC Co. is going to be paid for the services
it provides?

MR. WOLFF: I don"t believe so. And I don"t think

that we"ve put any numbers together at this point.

ASAP Reporting Services Inc.
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MR. SHEPHERD: Do you know when those will be
available?

MR. WOLFF: Not off the top of my head.

MR. SHEPHERD: Will they be available during this
proceeding?

MR. WOLFF: 1 suspect not.

MR. SHEPHERD: Thank you.

I think that is all the questions 1 have of this
panel .

MS. HELT: Thank you, Mr. Shepherd. What 1 would
suggest at this time is that we just go off air for a
couple of minutes, switch back to panel 1.

Mr. Aiken, how long do you think you will be with

panel 17?

MR. AIKEN: 1 don"t think 1 will be very long. Mr.
Shepherd has covered a lot of my questions. 1 might be 15
minutes.

MS. HELT: And then Board Staff can proceed with our
questions. And that might take us to about 12:30, which
might be a good time to take a lunch break, unless Mr.
Garner, do you have any questions?

MR. SHEPHERD: 1 do have some more questions of panel
1, though.

MS. HELT: You do?

MR. SHEPHERD: Yes.

MS. HELT: Oh. All right. 1 was not aware of that.
How long will you be?

MR. SHEPHERD: 15 minutes.

ASAP Reporting Services Inc.
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applications. We were talking about what might be required
to support future applications.

And, you know, a transfer pricing methodology or, you
know, service level agreement -- 1 mean, we file transfer
pricing methodologies with cost-of-service applications. We
Tile service level agreements as well.

But, you know, in supporting ICM or other applications
in the interim, that may be something that the Board wants
to see.

We would certainly want to have those -- we would want
to have those things in place for a variety of reasons, not
so much -- I mean, of course having evidence for the Board,
that"s very important.

But frankly, these things are necessary to operate the
business and be able to manage distinct business lines and
evaluate their performance on an ongoing basis.

So, you know, these are analyses that we expect to go
through, 1 would say, over the next several months, you
know, to establish the businesses and business lines and be
able to evaluate performance.

But the -- the sort of evidence | think you“re
suggesting that the Board would typically see, we suspect
would have to be available at the next application, you
know, perhaps an ICM application or update application or
IRM application, something like that. Possibly, if the
deal closes December 31st, that would be --

MS. BUTANY-DESOUZA: August 2017.

MR. BRETT: Hmm-hmm. So you"re suggesting you

ASAP Reporting Services Inc.
(613) 564-2727 (416) 861-8770
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the future, but we haven®t gone through that analysis.

MR. SHEPHERD: So you don"t know what the impact would
be.

MR. PASTORIC: That"s correct, that"s correct.

MR. SHEPHERD: Okay, thanks.

I am trying to understand the three offices. And 1
would have thought that Mr. Glicksman and Mr. Basilio would
be able to answer this, but they thought that you would
prefer to be the people to answer it.

So let"s start with the question, am I right in
assuming that if you didn"t start with these three head
offices already you probably wouldn®t build three? You
would probably build one. Right?

MR. PASTORIC: It would make sense to look at
economies of scale. So the answer would be most likely,
yes, 1T everything was clean slate. But since we have
three existing offices we"re being put Into using the
existing facilities.

MR. SHEPHERD: Okay. So then the question is, why
wouldn®t you -- because we know for, example, that the
Mississauga one -- there was a whole thing about, right,
how big 1t was. You do have some extra room there, right?

MR. PASTORIC: There is a small section from our last
rates case that was too costly to renovate; that"s correct.

MR. SHEPHERD: And so -- and it is central. So I am
not sure 1 understand why you wouldn®"t be thinking about
selling one of the other ones.

MR. PASTORIC: Because iIn the case of any one office

ASAP Reporting Services Inc.
(613) 564-2727 (416) 861-8771
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Enersource, Horizon Utilities, PowerStream
Responses to Technical Conference Undertakings
Delivered: August 30, 2016

Page 1 of 1

Undertaking No. JTC1.4

Reference: Page 51 of Transcripts Volume 1

What contractual commitments have been made to the communities of each LDC? Did the
Applicants contractually commit to maintain 3 head offices?

Response:
The Shareholders of the Applicants have agreed that:

e MergeCo will maintain the Corporate head office at Mississauga; the LDC head office in
Hamilton; and the Sustainability & Innovation head office in Vaughan for at least ten years
following consolidation unless all of the Shareholders agree to change any of those
locations before the ten years expire; and

e MergeCo will maintain call centres in Vaughan and St. Catharines for at least ten years
following consolidation, unless the directors, after consulting with all of the Shareholders,
determine there is a commercially sound business reason to relocate either of the call

centres before the ten years expire.

12
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MR. SHEPHERD: That is not really helpful. 1 am
asking you to give me an undertaking to provide the
rationale. You can either give the undertaking, or you can
refuse.

MS. SCHACHT: We will provide an undertaking.

MS. HELT: That will be undertaking JTCX1.5 and just
to make sure I have it clear it is to provide an
explanation or rationale for the number of executive
management and non-management FTES?

MR. SHEPHERD: No, no, executive management and
management.

MS. HELT: And management sorry, FTEs. Thank you.

UNDERTAKING NO. JTCX1.5: TO PROVIDE AN EXPLANATION OR

RATIONALE FOR THE NUMBER OF EXECUTIVE MANAGEMENT AND

MANAGEMENT

MR. CASS: And, Maureen, the X designation is the
confidentiality part?

MS. HELT: Yes.

MR. CASS: Yes, thank you.

MR. SHEPHERD: My next question is on BOMA 8, and
there®s confidential information in the response to (T).

I wonder i1f you can just tell us which of those
categories of people -- you have a certain number of people
that you are going to locate at the sustainable and
innovation office.

Can you tell us which of those people are utility
personnel and which are not? Are they by category, or are

they 1n each one some utility and some not utility?

ASAP Reporting Services Inc.
(613) 564-2727 (416) 861-8773
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MS. SCHACHT: The numbers in BOMA 8 are all utility
people.

MR. SHEPHERD: So then help me understand this. The
first category here is obviously not a utility activity.
That"s -- the ratepayers don"t pay for that.

[Withess panel confers]

MR. MACDONALD: Mr. Shepherd, you are correct in that
that function is funded by the 1ESO.

MR. SHEPHERD: Yes.

MR. MACDONALD: But it is a licensed activity of the
distributor.

MR. SHEPHERD: Let me rephrase it, then. Can you
break down these people into the ones that the ratepayers
are paying for and the ones the ratepayers are not paying
for? Just give us a table.

MR. MACDONALD: Looking at the list in front of me iIn
this response, we have just talked about conservation
demand management.

The other activities looking at this list --

MR. SHEPHERD: Before you go any further, remember
that this i1s marked as confidential, right? So I don"t
know how much of this chart is confidential. Maybe it is
just the numbers, but --

MR. MACDONALD: I won"t read them out. But I will say
that these activities are, in front of me, are -- they“re
all core distribution functions.

MR. SHEPHERD: So all of them, except the first one,

are paid for by the ratepayers?

ASAP Reporting Services Inc.
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model that would support a business case.

And fundamentally, 1 mean, it"s a very large,
complicated model, but the premise of the model is to take
the regulated LDC projections for OM&A and capex, and
associated balance sheets, so working capital, to create a
rate-making model consistent with the Board"s policy for
rate-making.

So essentially what you®"re doing is taking capital and
operating projections. You are determining regulated cash
flows. That allows you to determine a regulated P&L
statement and associated balance sheet. Then that is
essentially kind of a starting point for looking at, you
know, what do the four entities look like together, and
then layering iIn synergies, the acquisition of Hydro One
Brampton, and effectively how that is structured. So being
able to perform some sensitivity on purchase price, debt
financing, and the sheet that -- the top sheet of the
document that you provided really is a summary, largely a
summary of a sensitivity between what is paid for for Hydro
One Brampton, how it is levered, and the impact on the
credit rating statistics of the new merged entity.

Now, there is a lot more underneath in the model, but,
you know, essentially that is what the model does and that
is what we commissioned Deloitte to do, help us consolidate
these to look at 1t from a rate-making perspective, to
understand the regulatory cash flows, to be able to layer
in the synergies, and ultimately to look at customer and

shareholder impacts and some sensitivity around the

ASAP Reporting Services Inc.
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Enersource, Horizon Utilities, PowerStream

Responses to Consumers Council of Canada Interrogatories
Delivered: July 27, 2016

Page 1 of 1

B-CCC-9
Reference(s): Ex. B/T2/S1/p. 3
Preamble:

Please explain how being the “second largest electricity distributor in the Province,
based on number of customers” necessarily benefits the customer base.

Response:

The size of LDC Co, in and of itself, is not what benefits customers. It is the increased business
scale that provides the opportunity for efficiency gains. It is these potential gains that are
beneficial to the customer base. The existing four utilities operate in the current performance-
based regulatory framework; one which incents LDCs to find efficiency gains that are ultimately

beneficial to the customer base.

The merger of Enersource, Horizon Utilities and PowerStream and their joint acquisition of
HOBNI is an opportunity for both operating and capital efficiencies, particularly in administrative,
“back office” and IT functions. The consolidation of Customer Information Systems (“CIS”) is an
example of this. Each of the four utilities currently has its own CIS with separate operating and
capital costs that drive a unit cost of operation based on its number of customers. Following

consolidation the costs associated with operating the CIS will be lower.

The same cost rationalization is expected to be applied to most of LDC Co, especially in “back
office” functions. The efficiency gains from the scale and lower unit cost of operation are
ultimately for the benefit of the customer base under the OEB'’s incentive rate making

framework.

16
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MR. SHEPHERD: All right.

MR. BASILIO: 1 think 1 would offer a follow-up
response to that, that the synergies and the costs and the
transaction are considered in totality.

So these sort of considerations would have been built
in to ...

MR. SHEPHERD: Sorry. So if the benefits are
$600 million and the executives took 150 million of it,
that would still be okay and not relevant to the Board?
Really?

MR. BASILIO: 1 think, excuse me, i1f you follow the
model through, the evidence we filed i1s that there are
$425.9 million of net benefits in the first -- net cash
benefits in the Ffirst ten years. Those $425.9 million of
benefits, relative to the status quo, flow down through
income and into dividends.

I mean, that is the way it works. Those net benefits
are calculated as the difference between synergies and
transaction costs.

MR. SHEPHERD: And it should not be relevant to the
Board 1f the actual benefits available are a lot more?

MR. BASILIO: 1 believe the no harm test is no harm to
customers, and the transaction remains financially viable.

MR. SHEPHERD: Okay.

MR. BASILIO: So on that basis, no, | don"t think that
question is relevant.

MR. SHEPHERD: All right. My next question is on

SEC 13, and it 1s a simple question of clarification, 1|

ASAP Reporting Services Inc.
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EB-2016-0025

Enersource, Horizon Utilities, PowerStream

Responses to Consumers Council of Canada Interrogatories
Delivered: July 27, 2016

Page 1 of 3

MUN-CCC-13
Reference(s):
Preamble:

For each of the relevant municipalities please provide a list setting out the dividend
payments received in 2015. In the materials provided to the City of Vaughan it estimated
the payment to be $16 million. It also states that Vaughan can expect dividends to
increase in the first 10 years, post transaction, by $62 million. What were the
assumptions used to develop this forecast. What is the estimated increase in dividends
expected for each of the relevant municipalities? Please include all assumptions.

Response:

The following Table 1 identifies the dividend payments received, by shareholder, in 2015.

Table 1 — 2015 Dividend Payments by Shareholder

Dividend Payments (SMM) 2015 Actuals
City of Vaughan S 129
City of Markham S 9.66
City of Barrie S 5.8
Total PowerStream S 284
8

City of Mississauga S 1494
BPC Energy Corporation S 1.6
Total Enersource S 16
11

City of Hamilton S P
City of St. Catharines S 2.6
Total Horizon Utilities S 122
Total Applicants S 5648

Following the merger transaction, the City of Vaughan’s dividends are forecast to increase by
approximately $62.8MM in the first ten years. This assumes that in the status quo,
PowerStream would continue to pay 50% of net income as dividends for the regulated business,
as well as rate retesting in each year. The dividend forecast for the unregulated business

includes both PowerStream Solar and PowerStream Energy Services Inc. (“PESI”).
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The forecast dividends for each shareholder for the status quo scenario are identified in Table 2

below.

Table 2 — Forecast Dividend Payments by Shareholder 2016 — 2026 (Status Quo Scenario)

20
Status Quo Dividends (SMM) Total
City of Vaughan $ 147%
City of Markham S 11pA
City of Barrie S 65¢>
City of Mississauga S 176.5
BPC Energy Corporation S 1%?6
City of Hamilton S 11301
City of St. Catharines S 395
Total $ 665.0

QL

LDC Co dividends are based on 60% of net income, excluding the PowerStream Solar business
net income. The PowerStream Shareholders (Vaughan, Markham, and Barrie) will continue to
receive dividends generated by the PowerStream Solar business. Net operating synergies and
ICM revenues are incorporated into the dividend forecast. Considering these effects, the total
dividends expected to be paid to LDC Co Shareholders over a ten year period are identified in
Table 3 below.

Table 3 — Forecast Dividend Payments by Shareholder 2016 — 2026 (LDC Co)

LDC Co Dividends ($MM) Totdll
City of Vaughan S 2088
City of Markham S 15233
City of Barrie S 949
City of Mississauga $ 2384
BPC Energy Corporation S 265
City of Hamilton S 152é)
City of St. Catharines S 414
Total $ 9247
48

The corresponding increase of dividends to each Shareholder is identified in Table 4 below.

23



50
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Page 3 of 3

Table 4 — Forecast Dividend Increase by Shareholder 2016 - 2026 (LDC Co)

LDC Co Dividend Increase (SMM) Total
City of Vaughan $ 623
City of Markham S 47.4
City of Barrie S 284
City of Mississauga S 618
BPC Energy Corporation S 6.9
City of Hamilton S 41.0
City of St. Catharines S 10.9
Total $ 259.2

24
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MR. SHEPHERD: 1 have a copy of the e-mail that was
sent to all of the applicants at 9:01 this morning. So
what | am going to ask -- the reason I am raising it Is so
that I can get an undertaking on the record for you to
answer it. But since you haven®t seen it, you can"t
undertake yet.

But 1 wonder if I could ask if somebody will go look
for 1t so we can get the undertaking on the record at some
point this morning.

MR. CASS: Yes, we can do that. Yeah, I think at 9:01
we were probably starting to mobilize towards this room,
so, yes, we can look at it.

MR. SHEPHERD: And not looking at your e-mails while
you were walking?

[Laughter]

All right. Then 1 have one preliminary question that
-- before 1 start Into my main set of questions. What I am
going to try to do is I am going to try to, as much as
possible, refer to the non-confidential material for the
numbers where 1 can.

I have tried to -- 1 have looked at the confidential
model, and 1 have tried to see where in the evidence those
numbers show up without being confidential. 1 am trying to
use those ones instead. We will see whether I can go all
the way there, but I will try.

But my First question is with respect to the pay-back
for your transition costs. So | wonder if you could look

at B-Staff-31, the operational plan which i1s attached to

ASAP Reporting Services Inc.
(613) 564-2727 (416) 861-87205
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it. Page 77. B-Staff-31. Then you have your Titan
operational plan attached to it, and I am on page 77.

MS. HELT: 1t looks like the system i1s a little slow
right there, coming up on the screen.

MS. BUTANY-DESOUZA: We have it.

MR. SHEPHERD: Okay. So do you see these tables here?
These are your calculation of the costs and benefits of the
merger, basically, right?

MR. BASILIO: That"s correct.

MR. SHEPHERD: And I am going to talk a little more
about whether there are changes to the numbers, but are
these essentially still correct? Or close enough?

MR. BASILIO: Yes.

MR. SHEPHERD: All right. Am I right in reading,
under total cash savings, that by sometime early in 2018
you have paid back all of your costs?

MR. BASILIO: Yes.

MR. SHEPHERD: Now, you®"ve referred throughout the
evidence to the $96 million of transition costs. Do you
recall that number? 96.3, 1 think 1t is.

MR. BASILIO: 97.3, I think, but close enough, yes.

MR. SHEPHERD: But the actual maximum number that you
are ever out of pocket, if I am -- 1f | understand this
correctly, is somewhere around $30 million, right? It is
something in excess of 24.4, but not much because by the
next year you are already positive.

MR. BASILIO: So on a net savings basis, | think that

-— | mean, i1f you are taking the savings less transition

ASAP Reporting Services Inc.

(613) 564-2727 (416) 861-87206
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costs, then of course that -- at no time are we out
$97 million. We"re out whatever we have incurred in the
year less synergies realized.

So subject to check, 1 believe that is correct.

MR. SHEPHERD: All right. Now, the last thing about
this i1s, this starts with savings in 2016. Obviously you
are not going to have a whole lot of savings in 2016,
unless the approval is tomorrow.

So would we be right to just assume that we take this
-- and when I say right, I mean close enough -- if we just
take this an move all of the dates out one?

MR. BASILIO: That"s correct. And 1 believe we
responded to an interrogatory in that regard, that we
should consider 2016 as year one post transaction, and then
moving forward from there.

So this grid now, if we were to read it like that, it
would be years one through ten rather than 2016 to 2025.

MR. SHEPHERD: So then 2016 would actually be 20177

MR. BASILIO: Exactly.

MR. SHEPHERD: All right. Awesome.

Now then, the secondary or preliminary questions I
want to ask is with respect to the business plan model that
you have provided on Monday.

And 1 am not going to ask questions about the guts of
the model, at least not right now. But 1 want to ask some
higher-level questions, and if any of these go into
confidential territory, then jump up and down and flap your

wings, as i1t were.

ASAP Reporting Services Inc.
(613) 564-2727 (416) 861-87207



%C9'T %SL'T %980 %€9°C %6¢C°C %C8°C %CL'T %19°C %0S°C %18°C

9 S| S9L S| tLz8 S| TS9LET'T G0S.6C9L S | EE6'TEE'ETOTS | 6ST'8ST OVT LS LLEETT TTE09LT9C $ | T68°9€080V $ 6CV'SE0LY6S - S | 6CV'SE0LY6S
%0L'T %59'T %58°0 %¢CS'C %LET %¥9°C P YA 4 %ES'C %9S5°C %95°C

19 S| esL S| €18 S| €8TLCT'T vev'€L8V. S| S59°GCT866 S | €06'ST6'9ET 950°988°20C TTIT'OVP'SST S | S8SLL6°L6ES T9TCSE€T6S - S | T9T‘CS€€T6$
%6L'T %EL'T %98°0 %19°C %EV'T %6L°C %¥9°C %SS°C %99°C %99°C

09 S| 6EL S | 008 S| TLL9TT'T 60€‘sLb'eL S| TLS'T88CL6 S| LT9'TL9'EET YET‘6¥7 20T 971'8/88%C S | €89'T8088€ $ 1928076685 - S | T92'807'668S
%0L'T %99'T %580 %¢CS'C P YA 4 %LT'T %89°C %LS'C %LS'C %LS'C

09 S|tzL S| /8L S | 88%°90C'T SY9'vL0'cL S| £9T°L€6'8V6 S | PTO'SHYOET 092°09L°L6T 9CT'8LETYT S | L9T'ESEBLES 7797989/85S - S | 729'7989/8$
%ES'T %671 %980 %LET %TET %9S'T %CL'T %65°C %01 %07°'C

6S S|91L S|SiL S| TLT'96T'T 6ET'T89'0L S| €0ETL6'9T6 S | 698°50S°LTT TET6TL V6T TIS'VS6°SEC S | 169°76L89€ S ¥9T‘T62'958S - S | ¥91°162958$
%960 %L6°0 %980 %V8°'T %Yy’ 1 %9T°C %V8'1 %08'T %V8°'1T %V8'T

6S S| 60L S |89, S | 9v6S8T‘T 0CT'VO¥'69 S | S26°T9Z0T6 S | 8/9°069'SCT €TT‘209°06T S7970L'T€C $ | 605°992°29€ S 508°258°0¥8S - S | S08°L58°0¥8S
%69°'T %C9'T %98°0 %0S°C %CE'T %Y %SS°C %L9°C %95°C %95°C

89 S| .69 S| SSL S| €T8'SLTT 7€L'972'89 S | 6ET'9L0°888 S | thE‘ev8TLT CLT0EY 98T ¥627'TY6'SCT S | 0EETI8CSES 901'6¥73°6T8S - S | 90v'6¥8'618S
%S8'T %6L'T %98°0 %L9°C %YET %€9°C %18°C %TL'T %EL'T %EL'T

LS S| S89 S| evL S| 69L°S9T'T 7SE0¥6'99 S| £44°4T0'S98 S | #0S'620°0CT 906°099°T8T TST'TLL'6TC S | 9TT9SSEvE S 9CYLL0'86LS - S| 9¢vLL086LS
%T6'T %EB'T %98°0 %TL'T %9€°C %YL %C8°C %SL'T %6L°C %6L°C

LS S| 29 S|ezL S| 68LSST'T VL6°SPL'S9 S| S8S9LT‘TY8 S| €6L°79TLTT S6C'ST89/T 68C'SYL€TT S | 80T'ESEVEE S 0T9'0EV‘9LLS - S | 0T9'0EV9LLS
%6¢C'C %6T°C %L8°0 %80°€ %LET %0€'v %¥8°C %V8°C %6T "€ %6T°€

99 S| LS9 S| €L S| L6L'SPT'T VLE89SV9 S| TTSLT0LT8 S| SSE'0SSVTT €1€'62569T TOT'V€E820C S | €89€TTSCES LET'6SVTSLS - S| LET'6SPTSLS
%¥0°C %8L'T %L8°0 %L9°C %LE'T %LEV %C6°'C %SL'T %€6°C %E6°C

LS S| vv9 S| toL S | ¥68°GET'T G80°/SLV9 S| ETB'EBL'S6L S| 6ST'668TTT T€0'L2V 9T 08T°9€6'T0C S | EVV'TTS'6TES 8C/‘920TELS - S | 824920'TELS
%05 %€0°'C %L8°0 %C6°C %CT'C %0T°€ %S0°€ %€0°E %6€°€ %6€°€

6S S| 829 S| 489 $ | 080'9CT‘T V6E€LT99 S | €C0'6TTELL S| L0T'9L5°60T LTE6ESLST SLE796'G6T S | ¥CT'9ETOTES 879'SY0°L0LS - S | 829's¥0°L0LS
%89°C %€0°C %L8°0 %C6°'C %¥S'C %LLT %80°€ %C0°€ %87 € %8¢

19 S| 219 S| €9 S | ¥SEOTTT §65'970'89 S | €92'60E‘TSL S | 90/°95890T €79'G6C°€ST [9T'CTT06T $ | 8¥9'P¥0‘TOE S 899787'€89$ - S | 899'C87°€89$
%TS'T- %€0°C %L8°0 %C6°'C %LT'T %80°€ %C6°'C %80°€ %S9°0- %LEE

€8T S |%VL'T %CV'C %Y1 098L¥T'S6T S |%69°€ %8V v %19°C %IL'E %0V %00°€ %L9°C

8¢ S| 129 S | 099 S| TTL90T'T vI8°C6TCy S| 20T'8L6°6CL S| LS6'6L1'VOT L68LTL8YT 8/1°9¢L'V8T S | TLT'VSO'T6T S 88€'S8/°/89S | SLE°09L°9CS | €T0'STO'TI9S
%06°0 %SL'T %680 %99°C %€B'C %9€°C %S0°C %1€ %08°T %61'T

[43 S| 919 S | 8¥9 S | €76°960°T LYY'TTh'sE S| LEL'890'TTL S | 899°809°T0T wS'veT'syT LY0'0TO'T8T $ | 08Y'SST'E8T S 062°9%79'SL9S | 6£9°66C°VCS | TT9'9VETS9S
%LS'T %ET'T %8C'T %EV'C %S0°€ %00°C %Y0°€ %€0°C %88°C %6S°C

13 S| 909 S| I¥9 S | LSO'€80°T TeETLvLe S| L6E'6TT Y69 S | 8VS‘T09'86 V8E‘EVY TrT TC8'€99°SLT S | ¥¥9°0CSLLT S 9/0°£SL°959S | L9¥T/8TCS | 609'G88'7€9S
%19°T %88°0 %8C'T %LT°C %S€E'T- %€9°C %96°C %hL'C %16°C %6S°C

6€ S| L6S S| s€9 S | ¥££°690°T 0€9'80€‘Ty S | 6IV'S6V'6L9 S | T¥T'ES6'66 859T6L8€T TST'6T90LT $ | 69C°TET0LCS 88/°98T‘8€9S | 90S‘6TE6TS | C8T'L98°8T9S
%SL'T %96°C %8C'T %LTV %86 %CT'E %1V'E %19°€ %S0°€ %8S°C

T€ S| 98s S| L19 $ | 688'SS0°T 6¢6'8LEC€ S | ¥00'9S9'TS9 S | S9T'S9V'T6 9vE LV VET 6LL'000°S9T S | ¥TL TTL'09T S 9/0°LLT'6T9S | TS6°L66'STS | STI'6LT'E09S
%6L°T %YET %8C'T %S9°€ %99°C %0C°€ %EV'E %8E'V %60°€ %09°C

LT S | 9LS S | €09 S| 6TSTVOT S1S'666°LC S | 629904879 S | T8€'S60°68 TLT'€6C°0ET EV0'VES'6ST S | VEG'EBLGYT S ¥TT'L0L°009S | 8CT'V69CTS | 988°7T0'88S5 S
%S99°T %CL'E %8C'T %S0°S %L6°C %Y0°S %8Y°€ %989 %S6°C %6S°C

ST S| L9S S| 18s S | TvE620T L8V'666'VT S | L18'9L¥'86S S | 8€G'SCS98 Y9T'EV0'veT vyT'69T'VST $ | T/8°8EL'EETS 0EE'LLY €SS | ETT'0CEOTS | LIT'LST'ELSS
%C6'T %08°€ %8C'T %ET'S %¢0'9T %91°C %CS'E %0C'v %ET'E %€0'E

14 S| 9ss S | 09S $ | 9629101 001'9€0V S [ 99€°95¢2°695 S | VL1185 VL T16°Cey'1CT SEL'8T6'8YT S | IVSETEVTLTS 9966TC'G9SS | 08T‘C068 S | L8L/LTE9SSS
%CL'T %88'T %LT'T %LT'E %60°€ %8Y°C %YS'E %EE'E %10°E %9L°C

€ S| LyS S| 0SS S | 645°€00°T 8TL'€80°E S | T20'69L°TSS S | CTL9vE‘CL LYST8Y'8TT €78'6E8EYT S | 6£6°660°LTT S €0€'G8987SS | 067'S0E’L S| ETB'6LETVSS
%S99°T %6L°T %8C'T %60°€ %0T°€ %S0'T %1T'E %LT'Y %S6°C %LL'T

[4 S | 8€s S| Tovs S| 1v06066 0ST79C't S | €€6'202'9€S S | 86T ELTOL ovT'SSTLTT TLT'L9E'6ET S | CTe'TTY'80T $ €8/SV6CESS | L60'VPT9 S | 989'T08°9CS S
%6L°C %86°€ %8C'T %CE'S %CT'E %S6'T %LY'8 %66°S %11V %99°€

14 S-| €25 S| 61s S | 7S€8L6 9€L'STL'E S-[ 296181805 S | ¥6C1S0'89 886°€TOSTT LTY'98Y'8TT S | €EVT'0E9'96T S 889L68TTSS | 9€L'STLE $ | CS6'T8T'80SS

sSuines | pasian pnD shieis| YIWOLSND sSuines |elol 40H uozloH 934nosiaui | weasisiamod anuanay |e10] | anuanay DI | anuanay aseg
J3W03Isn) /3anuanay 'xa sajuedwo) onp shiels anuanay 0JasIdN

6€0¢

8€0¢

LE

9€0¢

S€0C

veoc

€€0¢

[43014

T€0c

0€o0c¢

6¢0¢

8¢0¢

Leoc

Sy
9¢o¢

S¢0c

veoc

€¢0c

ceoe

Teoe

0coc

610¢

8T0¢

L10C

910¢

Jea\




88'8ET‘ZES 8ST0'T$ ET'IBSTTS TS'866$ L6LZ'ES 6S'8LTS ST'09%  €€10°0$ OS'EES  CI'Se$  TZI00$  bb'STS
89'/87'02$ ¥IVY'TS  89'€L0'9$ 06'/86S LL8E'ES  L6OVIS  S6'VSS  TYIO0S  SS9TS  PEWTS  EVTO0$S  06'TTS
95/81'6Z$ 9SSY'T$  9STEVS 98'TT8S  OV6LTS  9EETTS  LSLSS  YITO0S  LL¥TS  9L°€TS  8TTO0S  TEWTS
07'689'L€$ S86ETS  0T'YOL'€ZS TETIOTS €1STS 86946  Ty'z9$  90T000$ TTTvS  8v'8¢$  TZI00S  08'8TS
LOTET'TYS 9087  LO'STT'ETS TO'TLI'TS 6S6EWS  vO'ELS  £9°69$  TTIO0S Ly'IvS  T6°€C$  2OTO0S  SL'STS
jea1dA L M paxid|  jeaidAL M paxid[ jeodAL]  ymy|  paxig| jeadAl]  ymy]  paxiy|egsyToT
9d.e 0S<S9 05>S9 [BlRUBPISAY
M3 0000T
MY 05T
ymy 0002
ymy 008

saSesany

(0"a) weasnsiamod
uoldweug sauQ oJpAH
uozIJI0H

924nosJaul

J030e4 Aeq o€

ad.eq
0S<SO

05>S9
[eruapisay

910¢ - uosedwo) 350) UoRNQHISIg pue arey

29



Annual Distribution Bill Comparison - All LDCs 2016 General Service Rates
(monthly charge and volumetric rate)

Utility Residential GS<50 GS>50 Overall

800 kwh (% of Avg |2000 kwh|% of Avg| 250 KW |% of Avg| Ranking

1[Hydro Hawkesbury $188.16 55.3% | $332.04 | 50.0% $7,352.88 | 61.9% | 55.73%
2|E.LK. $219.48 64.5% | $309.24 | 46.6% $6,994.14 | 58.8% | 56.65%
3|Hearst (2015) $264.12 77.6% | $368.40 | 55.5% | S5,923.44 | 49.8% | 60.99%
4]Hydro 2000 $334.92 98.5% | $495.84 | 74.7% $5,247.90 | 44.2% | 72.43%
S|Lakefront $266.16 78.2% | $493.92 | 74.4% | $11,315.46| 95.2% | 82.62%
O|Peterborough $272.64 80.1% | $584.76 | 88.1% | $10,045.44 | 84.5% | 84.25%
/]Kingston $301.20 88.5% | $521.64 | 78.6% | $10,222.14 | 86.0% | 84.38%
&S| Westario $311.88 91.7% | $563.28 | 84.9% $9,177.84 | 77.2% | 84.58%
9[Rideau St. Lawr. (2015) $302.28 88.9% | $587.04 | 88.4% $9,351.60 | 78.7% | 85.32%
10|Brantford $281.28 82.7% | $483.12 | 72.8% | $11,965.86 | 100.7% | 85.38%
I1[Orangeville $316.20 | 93.0% | $621.48 | 93.6% | $8,625.90 | 72.6% | 86.38%
127[Ottawa River $292.08 85.9% [ $564.24 | 85.0% | $11,289.00 [ 95.0% | 88.61%
13[Burlington $305.52 89.8% | $635.28 | 95.7% $9,559.32 | 80.4% | 88.65%
14|Thunder Bay $276.00 81.1% | $661.68 | 99.7% | $10,248.78 | 86.2% | 89.01%
I5]Entegrus $301.68 88.7% | $597.60 | 90.0% | $10,832.64 | 91.1% | 89.95%
I6|CoLLUS $311.88 91.7% | $576.60 | 86.9% | $10,861.38 | 91.4% | 89.97%
1/]London $313.20 92.1% | $636.60 | 95.9% $9,780.00 | 82.3% [ 90.08%
1s|Welland $325.92 95.8% | $557.16 | 83.9% | $10,761.24 | 90.5% | 90.09%
19|Hydro One Brampton $285.12 | 83.8% | $690.84 | 104.1% | $9,862.32 | 83.0% | 90.29%
20[Northern Ontario Wires $409.08 | 120.3% | $718.44 | 108.2% | $5,052.30 | 42.5% | 90.33%
21]Guelph $365.40 107.4% | $524.76 | 79.1% | $10,215.66 | 85.9% | 90.80%
22 |Essex $310.32 91.2% | $697.56 | 105.1% | $9,260.58 | 77.9% | 91.41%
23|Veridian $313.68 | 92.2% | $600.36 | 90.4% | $11,112.06 [ 93.5% | 92.05%
24 [Halton Hills $300.48 88.3% | $567.72 | 85.5% | $12,231.00 [ 102.9% | 92.25%
25| Milton (DRO) $329.76 96.9% | $616.20 | 92.8% | $10,612.26 | 89.3% [ 93.02%
26]|Renfrew (2015) $306.84 90.2% | $703.80 | 106.0% | $9,870.54 | 83.0% | 93.09%
2 /|Cambridge North Dumfries $305.76 89.9% | $506.52 | 76.3% | S13,666.32 | 115.0% | 93.72%
23|Tillsonburg $354.72 104.3% | S749.04 | 112.8% | S7,764.18 | 65.3% | 94.15%
29]0shawa $270.84 79.6% | $569.04 | 85.7% | $14,048.40 | 118.2% [ 94.51%
30[Powerstream (DRO) $292.08 85.9% | $659.40 | 99.3% | $11,854.74 | 99.7% | 94.98%
31]Woodstock $367.44 | 108.0% | $650.28 | 98.0% | $9,412.62 | 79.2% | 95.06%
32]Erie Thames $366.00 | 107.6% | $606.48 | 91.4% | $10,671.30 | 89.8% | 96.25%
33|Embrun $320.76 94.3% | $558.84 | 84.2% | $13,229.16 | 111.3% | 96.59%
34[St.Thomas $330.60 97.2% | $669.84 | 100.9% | $11,455.02 | 96.4% | 98.16%
35|Niagara-on-the-Lake $346.80 | 101.9% | $737.28 | 111.1% | $9,801.18 | 82.5% | 98.49%
36|WestCoast Huron $425.28 | 125.0% | $642.72 | 96.8% | $8,964.00 | 75.4% | 99.09%
37|Kenora $371.52 109.2% | $611.04 | 92.1% | $11,550.00 [ 97.2% | 99.48%
38|Wasaga $292.20 85.9% | $534.72 | 80.6% | $15,692.16 | 132.0% | 99.49%
39|North Bay $330.48 97.1% | $721.08 | 108.6% | $11,086.02 | 93.3% | 99.68%
40(|midland $382.92 | 112.6% | $663.60 | 100.0% | $10,390.74 | 87.4% | 99.98%
41|Festival $350.52 103.0% | $746.04 | 112.4% | $10,267.44 | 86.4% | 100.60%
42 [Brant County $338.76 99.6% | $640.32 | 96.5% | $12,952.86 | 109.0% | 101.67%
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43|Centre Wellington $325.20 | 95.6% | $671.40 | 101.1% | $12,968.82 | 109.1% | 101.95%
44 |Kitchener-Wilmot $283.32 | 83.3% | $626.88 | 94.4% | $15,819.06 | 133.1% | 103.60%
45 |innpower $431.64 | 126.9% | $611.16 | 92.1% | $11,158.80 | 93.9% | 104.28%
46|sioux Lookout $460.20 | 135.3% | $708.72 | 106.8% | $8,557.26 | 72.0% | 104.68%
47 |Horizon $341.76 | 100.5% | $748.92 | 112.8% | $12,147.66 | 102.2% | 105.16%
48|Enersource $286.92 | 84.3% | $788.04 | 118.7% | $14,064.18 | 118.3% | 107.13%
49|Greater Sudbury $312.84 | 92.0% | $708.48 | 106.7% | $14,822.28 | 124.7% | 107.80%
50|Niagara Peninsula $396.72 | 116.6% | $790.20 | 119.0% | $11,383.86 | 95.8% | 110.48%
51 |Lakeland $392.40 | 115.4% | $753.72 | 113.5% | $12,245.22 | 103.0% | 110.64%
52 |Hydro Ottawa $340.80 | 100.2% | $725.16 | 109.2% | $14,611.80 | 122.9% | 110.79%
53 |Puc Distribution $290.28 | 85.3% | $687.24 | 103.5% | $17,432.34 | 146.7% | 111.84%
54|EnWin $329.28 | 96.8% | $727.68 | 109.6% | $15,800.34 | 132.9% | 113.12%
55 |Whitby $362.88 | 106.7% | $749.40 | 112.9% | $14,935.92 | 125.7% | 115.08%
56|orillia $334.08 | 98.2% | $845.04 | 127.3% | $14,834.70 | 124.8% | 116.77%
57 |Grimsby (proposed) $387.48 | 113.9% | $858.36 | 129.3% | $12,982.86 | 109.2% | 117.48%
58|0akuville (interim) $334.80 | 98.4% | $807.48 | 121.6% | $15,749.28 | 132.5% | 117.52%
59|Newmarket-Tay $323.28 | 95.0% | $834.72 | 125.8% | $15,794.52 | 132.9% | 117.89%
60|Haldimand County $438.96 | 129.0% | $779.28 | 117.4% | $12,805.02 | 107.7% | 118.06%
61|Bluewater $397.80 | 116.9% | $799.32 | 120.4% | $14,722.08 | 123.9% | 120.40%
62 |Wellington North $434.52 | 127.7% | $930.12 | 140.1% | $11,205.30 | 94.3% | 120.71%
63 |Waterloo North $384.36 | 113.0% | $765.12 | 115.3% | $16,627.26 | 139.9% | 122.71%
64 |Norfolk $455.64 | 133.9% | $974.16 | 146.8% | $14,827.20 | 124.7% | 135.15%
65 |Canadian Niagara $427.20 | 125.6% | $891.12 | 134.2% | $21,888.06 | 184.1% | 147.99%
66|Toronto Hydro $461.87 | 135.8% [$1,052.70| 158.6% | $21,534.03 | 181.2% | 158.51%
67|Algoma $605.76 | 178.1% $16,876.98 | 142.0% | 160.03%
AVERAGE $340.18 $663.79 $11,886.16
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to allocate common costs, and you don"t have a system in
place for allocating common costs, right?

MS. BUTANY-DESOUZA: Not as yet, no. That doesn"t
mean that we won"t. It just means we don"t right now
because we"re not one.

MR. SHEPHERD: But once you are one, you do have to
allocate common costs as long as you have separate rate
zones, right?

MS. BUTANY-DESOUZA: Yes, that"s correct.

MR. SHEPHERD: And so at what point are you expecting
that the Board will review your allocation methodology?

[Witness panel confers]

MS. BUTANY-DESOUZA: Respectfully, likely in that
future rate application. That"s not a matter for this
application nor the satisfaction of the no harm test.
That*"s a rates matter to be dealt with in a rates
proceeding.

MR. SHEPHERD: So in your IRM application?

MS. BUTANY-DESOUZA: As an example.

MR. SHEPHERD: Well, you®"re not suggesting that it"s
first looked at in 2027?

MS. BUTANY-DESOUZA: No. 1"m suggesting that in a
future rate application, that that"s when the Board would
review that.

MR. SHEPHERD: Okay, thanks. And then the other part

of this i1s, 1 think you have said that you will have four
separate rate zones until the rates converge. Is that
right?

ASAP Reporting Services Inc.
(613) 564-2727 (416) 861-8732



© 00 N O o A~ W N PP

N N N N N N N NN R B R R R B B m) )
o N o o A W N P O © 0N oo 0o b~ N P+ O

57

MS. BUTANY-DESOUZA: Until we determine such a time as
we bring forward rate harmonization.

MR. SHEPHERD: No. But I think you said that you are
expecting the rates to converge. That"s actually going to
be my question. How can the rates converge?

MS. BUTANY-DESOUZA: We have not said that.

MR. BASILIO: We haven®t said that. 1 think what
we’ve said in the evidence is that we will consider
harmonization at such time as the rate differences are not
material.

MR. SHEPHERD: Okay. So how are the rate differences
going to be less than they are now If everybody i1s on IRM?

MR. BASILIO: That"s looking forward ten years and it
iIs very difficult to predict what -- | mean, we have
projections in the model based on our DSPs.

I suppose -- excuse me for a sec.

It"s a matter for cost allocation and rate design. We
haven®t done that yet, and we won"t be undertaking that
until the first rebasing year, which, based on our
application i1s year ten, 2026 1 guess now assuming -- 2027,
sorry, yes, assuming closing at the end of the year.

MR. SHEPHERD: That is where 1 was going with this.
You talk about, well, you®"re going to wait until the rates
-- the differences are material. But you are actually
going to wait until the next rebasing in 2027, right? You
are not going to harmonize before then?

MR. BASILIO: No, that analysis would be undertaken at

that time, rebasing.

ASAP Reporting Services Inc.
(613) 564-2727 (416) 861-8733
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