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3EXHIBIT NO. K1.1:  MR. BUONAGURO'S PRESENTATION.




No undertakings were filed during this proceeding.

Friday, January 12, 2018
--- On commencing at 9:11 a.m.

DR. ELSAYED:  Please be seated.  Good morning, everyone.


MR. LAMARCHE:  Good morning.


DR. ELSAYED:  Can everybody hear me on the phone?


MS. RIS-SCHOFIELD:  Yes.


DR. ELSAYED:  Is that yes?


MS. RIS-SCHOFIELD:  Yes, I can.


DR. ELSAYED:  Okay.  My name is Emad Elsayed, and I'll be presiding over this proceeding.  With me on the panel is my fellow Board member, Rumina Velshi.  We're sitting here today on the matter of an application filed by Cooperative Hydro Embrun Incorporated, CHEI for short, for approval of changes to its electricity distribution rates effective January 1st, 2018.


The Board assigned this application file number EB-2017-0035.  The purpose of this hearing is for CHEI to present the settlement proposal that it has filed with the OEB on December 22nd, 2017 and to answer any clarifying questions that the Panel may have.


As indicated in the OEB's Procedural Order No. 1, the purpose of this presentation is to summarize and provide any salient information for the OEB's consideration in reviewing the settlement proposal, including the planning that CHEI has undertaken to address system needs and customer preferences and its proposal regarding how the cos of distributing electricity ought to be recovered from customers through the rates they pay taking into consideration the OEB policies.


Because this is a presentation rather than testimony, CHEI presenters will not be sworn and there will be no cross-examination.  Following the presentation the Panel will have some questions, and OEB counsel, as well as the one intervenor in this case, the Vulnerable Energy Consumers Coalition, will have an opportunity for any comments.
May I have appearances, please.  Maybe we'll start with CHEI.


Appearances:

MR. LAMARCHE:  Good morning.  Benoit Lamarche, manager of Cooperative Hydro Embrun Inc.


MS. RIS-SCHOFIELD:  Manuela Ris-Schofield.  I am the consultant for Cooperative Hydro Embrun.


MR. BUONAGURO:  Good morning.  Michael Buonaguro.  I'm counsel for the applicant.


DR. ELSAYED:  Good morning.


MR. SIDLOFSKY:  Good morning, sir.  My name is James Sidlofsky, counsel to Board Staff.  I'm here this morning with Georgette Vlahos and Donald Lau, also of Board Staff.


DR. ELSAYED:  Good morning.


MR. GARNER:  Good morning.  Can you hear me?


DR. ELSAYED:  Yes.


MR. GARNER:  Good morning.  My name is Mark Garner.  I'm a representative for the Vulnerable Energy Consumer Coalition.  May I also say I misunderstood the start time to be 9:30, so if my tardiness caused you any inconvenience I do apologize.


DR. ELSAYED:  No problem.  I think we typically do start at 9:30, I guess, but we just wanted to maybe finish early today.


Good morning.  Anybody else?  Okay.  Any preliminary matters, anyone?


Preliminary Matters:

MR. SIDLOFSKY:  Sir, just one preliminary matter.  The Panel will have in front of it paper copies of Mr. Buonaguro's presentation, but I thought it might be helpful to mark that as an exhibit as well so we have that presentation on the record.  That would be Exhibit K1.1.  

EXHIBIT NO. K1.1:  MR. BUONAGURO'S PRESENTATION.


DR. ELSAYED:  Thank you.  I understand, Mr. Buonaguro, you will be making the presentation?


MR. BUONAGURO:  Yes, thank you.  That's my privilege for having been here in person.  It makes the most sense for me to do it.  And I have Ms. Ris-Schofield and Mr. Lamarche on the line to jump in if there are any details that the Panel may require of any aspect of the settlement, but for the most part we'll be following the slide presentation, which highlights and touches on all the different elements of the settlement.


What I would propose to do is simply go through in order, and if the Panel wants to jump in at any point with questions specific to a slide, I'm happy to take those questions as we go.  Otherwise we can obviously do questions after as well.


DR. ELSAYED:  Okay.  Please go ahead.

Presentation of the Settlement Agreement by Mr. Buonaguro:

MR. BUONAGURO:  Thank you.  So I'm going to jump to slide 3, so past the agenda and into the introduction.


So as noted, this is the Cooperative Hydro Embrun Inc. application for rates effective January 1st, 2018.  I'll refer to the company as Embrun or Hydro Embrun as I go along for short.


The introduction just highlights the different timetable for -- different elements of the application as it went through time.  The only thing I would point out of note from the introduction which is somewhat unique is that in this particular case Board Staff was actually a party to the settlement, which is not in the usual course.  I assume it's because there was only one intervenor, so that we had more than one party to negotiate with.  Other than that I would suggest that the proceeding went along per usual.


Go over to slide 4.  Hydro Embrun is, I believe, unique in the province, as it is a cooperative, which means that as the slide indicates it's actually owned by its members, which are its customers, so in practice and in theory all of the customers of Embrun own Embrun as a cooperative.


And as you'll see on the slide, benefits are distributed in the form of a patronage refund to customers, so basically as though they're dividends, and there's a slight -- the table shows a history of the dividends that have been paid out to the customers over time.


Going over to slide 5.  This is the first major aspect of the settlement.  This shows the applied-for rate base from the May 1st application of $4.7 million, and you'll see that per the settlement proposal the actual final rate base for 2018 rates is $4.68 million, so a slight reduction.


Further slides will go more into the details just to show how things moved around, but it is a minor reduction which has a minor impact on the revenue requirement.


You'll see highlighted the last column, the 2014 Board-approved, so 2014, when the company was last before the Board, the approved rate base was 2.9 million, so there has been quite an increase in the rate base from 2014, and as you'll see later on, the major reason for that is a major substation that was put into service in 2017.


Capital additions.  This is slide 6.  You'll see that per the application the total expenditures were forecast for 2018 to be 150,000.  That has changed upwards by about net $54,000, and you'll see there's an explanation on the slide, but basically the reasoning is that as part of the settlement process the 2017 closing rate base was updated to reflect the actuals to the end of 2017, and what happened in 2017 is two major projects that were expected to go into service in 2017 were pushed over into 2018, which notionally increased the capital additions in 2018 but reduced the opening rate base for 2017, and then there were some other adjustments as well.


And so the net effect is 2018 capital additions are higher, but I think it has not as much of an effect as on the actual rate base for the purposes of rate-making as you might expect because it's simply moving from one year to the other.


On slide 7 we highlight some of the details about the substation that was put into service in 2017.  I'll note the slide actually says "will come into service in 2017."  It actually did come into service in 2017, so it's been properly incorporated into the rate base for -- coming into 2018 as being fully in-service.  There is a time line there if you're interested in the specifics of that particular project.


The other two bullet points just talk about other focuses on the budget development for 2018, including replacement poles and installing distribution assets to power new subdivisions.


Over to slide 8.  This is the OM&A and you'll see that per the application, the original forecast OM&A for 2018 was just a shade under $722,000.  Through the settlement process, the company has agreed to a reduction in OM&A of $40,000.

You'll see that that amount has notionally been spread out over the different categories of OM&A.  So for example, a $1,200 reduction in operations, a $3,000 reduction in maintenance, just under a $10,000 reduction in billing and collecting.  The largest chunk of that reduction is showing up in administration and general plus LEAP funding.  For the most part, that's because a large amount of that $40,000 is reflective of what we expect to be reduced regulatory costs related to the hearing of this particular application.  And I'll throw a number in there; if the total savings relative to forecast was $50,000 because we avoided a hearing in this proceeding, one-fifth of that will be reflected in the reduction of OM&A per the usual.  So that's why the largest chunk of that is projected to come out of administration, because that's where those costs would show up.

I would say per usual this may not be exactly how the reductions are reflected in actual terms over the year.  In the normal course, we would expect the company to have the flexibility to react to whatever the actual operating environment is in 2018.  But it sort of illustrates what the company is thinking in terms of where those reductions might manifest themselves, without impacting on the service reliability or quality for customers.

MS. RIS-SCHOFIELD:  Mike, can I add a quick something in terms of cuts to OM&A.  There’s a philosophy at the utility that they go through each account, to make sure that the reduction does not affect safety and reliability.  So as much as they could, they cut where the customer would not be impacted at all.  That's just a philosophy they have.

MR. BUONAGURO:  Thank you.  On slide 9, this just shows the projected -- the projection of operational capital expenditures over time for the last Board-approved.  As you can see, obviously the one major spike in spending is the 2017, which obviously relates to the large substation being put into service in that year and the costs associated with that.  And you can see that in the numbers as well, the spike to $1.10 million in capital spending for 2017.

Other than that, we would suggest that both the operational and capital expenditures are fairly constant and reasonable.

Slide 10, this summarizes the settlement on customer load forecast.  I would suggest there is not a lot to talk about on customer load forecast.  How I would characterize the settlement is that the parties were able to go through and make sure that, in particular, CDM impacts were properly incorporated into the load forecast, and then there were some corrections made to the load forecast as a result of that dialogue, and you can see the net result. Originally in the IRs, there was a correction which reduced the load forecast and then, through the adjustments made as part of the settlement process, there was an increase to the load forecast.

Slide 11, cost of capital; it is my understanding, and correct me if I'm wrong, the only thing of note here is that between the application of May 1, 2017, and the settlement, to the extent that Embrun's cost of capital incorporates the Board's deemed rates, the deemed rates were updated.  So the ROE and long-term and short-term debts were updated to reflect the rates effective for 2018 for the Board's policy.

I don't believe there's any other specific changes in the cost of capital, other than obviously to the extent that the rate base was adjusted slightly, there would be a flow through change.

MS. RIS-SCHOFIELD:  Mike, I just wanted to add that the long-term debt is the actual debt as opposed to the deemed debt.

MR. BUONAGURO:  Right.  So you’re saying for Hydro Embrun in particular, there's enough long-term debt that the deemed rate isn't used incorporated into that?

MS. RIS-SCHOFIELD:  That's right.

MR. BUONAGURO:  Okay.  Slide 12 summarizes the settlement as it impacts on the revenue requirement, and the sort of the last line shows how the application has changed over time from a deficiency perspective.

So coming into the application on May 1, 2017, the required deficiency was $198,507, and through the updates, the IRRs, and for settlement process, the new deficiency is $191,647, so a total reduction in the deficiency of $18,577 net of all the different changes made through the IRs and the settlement process.

Slide 13 summarizes the final rate design for each of the customer classes.  Generally speaking, there's nothing here, as I understand it, that deviates from Board policy on any of the different classes.

There is a note however that for the general service greater than 50 to 4999 kilowatt class, there is a proposal to move that class to a revenue cost ratio of 1.2 in 2019, as part of the 2019 application.  Also there's a note here which talks about the transition to the flow fix charge for the residential class.  As you'll know, the Board's general policy is four years unless there is a reason not to use four years, and the parties agreed that in this particular case, because of the impact of the application plus the move to fixed charge for the lowest -- for, I guess, the 10 percentile class that is the crux of the Board's test, it was necessary to go from four years to six years, which lowers to bill impact on that particular subclass of residential customers to 10.4 percent, which the parties agreed was acceptable, in conjunction with other changes to disposition of deferral variance accounts, moving the disposition from -- I think it was from two years to three years, which is noted here.

So this is slide 14, variance account balances; the parties reached an agreement on all the different balances and clearances, and you'll see that we moved the clearance to a period of three years, again as part of the need to mitigate the rate impacts on the 10 percentile residential customers down to 10.4 percent.

On slide 15, we simply highlight some of the other major components of the revenue requirements that were settled without any particular direct change, as I recall. PILs, other revenues, the loss factor, the LRAMVA baseline, and the RTSRs and low voltage rates, the details of which are obviously in the settlement agreement, but just highlighted here as being also things that were addressed specifically by the parties.

In slide 16, we've summarized the bill impacts as a result of the settlement.  You'll see here what we have is subtotals A, B, C and then total A, B and C.  These are -- mirror the larger, more fulsome bill impacts where you have subtotal A, which is simply distribution, subtotal B, which is distribution plus some flow through riders, subtotal C, which adds further riders, and then the important one I would suggest for this presentation is the total A and B plus C, which is essentially the total bill impact per class based on consumption.

So, for example, the total bill impact on the residential service RPP customer using 750 kilowatt-hours per month is $8.35 or 7.3 percent, which is within the Board's 10 percent guideline for rate impacts.

Also of note, I'll point out the residential service classification RPP 310 kilowatt-hours is at a total bill impact of 10.4 percent, which is the sort of -- I think that's the category of customer that triggers the need to mitigate or not mitigate, in terms of the move to the fully fixed charge and then the clearance of the deferral variance accounts.

just to summarize, you'll see that other than that 10.4 percent all the other rate classes are within the, sort of a 10 percent total bill impact as a result of the application and the settlement.

And finally, our last slide -- save the best for last -- benchmarking.  You'll see per the PEGS benchmarking model, starting in 2014 Hydro Embrun was a cohort 2 performer in benchmarking and was negative 29 percent below predicted performance costs.

And since then -- 2015 right through to 2018 as a result of this application it has shifted down to cohort 1, and you can see from the percentage difference relative -- actual cost relative to the predicted cost Embrun has -- is steadily getting more efficient, was what the benchmarking would suggest, even though it is rebased in 2018.  So something for, I would suggest, the company to be proud of.

And subject to any questions, that basically summarizes the settlement.

DR. ELSAYED:  Thank you.  Maybe we'll start with Ms. Velshi, questions.
Questions by the Board:


MS. VELSHI:  Thank you, Mr. Chair, and thank you for the presentation.

So just from the outset this is my first cost-of-service application presentation proposal, so many of my questions will just be seeking clarification to make sure I've got proper understanding, so bear with me on that.  And my questions are really based on the settlement proposal.  I'll try to refer to the slides as well.

So if we turn to page 9 of the settlement proposal, Table 1, again, just wanting to confirm, and I think you did in the slides, the last row, this is a deficiency, and I don't know why you put, slash, sufficiency.  These are all deficiencies, right?

MR. BUONAGURO:  Yes, I think that's a holdover from the form, which, it could be a deficiency, deficiency based -- sufficiency or deficiency depending on which utility is filling out the form.

MS. VELSHI:  Yes.  Just from a reader's perspective when it doesn't show a negative or plus it's hard to 
tell --


MR. BUONAGURO:  Okay.

MS. VELSHI:  -- and that last row is really not derived from anyone.  It depends on what the current rates are and so on, so it's not exactly a numbers one.  Anyway, it was just more for clarification.

Page number 10, table number 2.  This is the table I found most confusing to follow.  This is the bill impact summary.  Because if I look at the last column and I try to add A plus B plus C, it doesn't add to A plus B plus C, so again, I just wanted to confirm how that last -- those last two columns are derived.

MR. BUONAGURO:  Sure, can you give me the reference again, just so...

MS. VELSHI:  So it's page 10 of the settlement proposal, table number 2, and I think it's one of your last slides as well.  This is the bill impact summary table.

MR. BUONAGURO:  Yup, I've got it, thank you, and we have it up on the screen now too as well.

So perhaps the best way to do that is to pull up the example of the specific -- one of the specific rate classes, the bill impact for the specific rate class, if I can find that.

MS. RIS-SCHOFIELD:  I think it should be, Mike, in the PDF of the settlement proposal.

MR. BUONAGURO:  Yes.

MS. RIS-SCHOFIELD:  To page 76 of 96.

MR. BUONAGURO:  76 of 96.  Okay.

MS. RIS-SCHOFIELD:  And just to add a little bit more detail, the table, table 2, is straight out of the OEB model.  It doesn't mean that it's maybe the proper way to show it in the settlement, but just to explain, basically the total -- the cumulative -- so the total C includes A and B, total B includes A and B and so on.  But I think it's a little bit easier if you show page 76.

MR. BUONAGURO:  Right.  So we have that on the screen now.  And so if -- I can't flip back and forth, but the table you were looking at, it had A, B, and C for the residential user using 750 kilowatt-hours, and you can see on this table the A total, the 566, is the equivalent to subtotal A excluding pass-through.

MS. VELSHI:  Right.

MR. BUONAGURO:  And then subtotal B, distribution, includes subtotal A, the 888.  That's the equivalent to the B column.

MS. VELSHI:  Right.  So B includes A already.

MR. BUONAGURO:  Yes.  I asked the same question when I saw it.  So there's A, and then B includes A, and then C includes B and A --


MS. VELSHI:  Well, it includes B, which also includes A.

MR. BUONAGURO:  Exactly.  Yes.

MS. VELSHI:  So then D is really C plus whatever, as opposed to A plus B...

MR. BUONAGURO:  Yes, it's C plus the impact of HST and the 8 percent rebate.

MS. VELSHI:  Right.

MR. BUONAGURO:  Yeah.

MS. VELSHI:  I think maybe the legend needs correction.  When it says total is A plus B plus C, I  mean, it really is C plus, because C by definition includes A and B.

MR. BUONAGURO:  Right.  Fair enough.

MS. RIS-SCHOFIELD:  Like I said, it was just a copy-paste.

MS. VELSHI:  Yes, it's more a comment to staff, I think.  And then if I look at -- besides the units column, the 750 and so on, for those that have the units of kilowatts, are those numbers right, 33,000 kilowatts and 30,000 kilowatts for those two rate classes, the GS 50 to 4,900?

MS. RIS-SCHOFIELD:  Actually, no.

MS. VELSHI:  Right.  It should be less than 4,900.

MS. RIS-SCHOFIELD:  Yes, yes, you're absolutely right.  So we'll make a correction for that for sure.

MS. VELSHI:  Okay.

MR. BUONAGURO:  Just to clarify, is that -- that's not an error in the actual numbers, that's an error in what number appears in that particular column.  Is that right, Manuela?

MS. RIS-SCHOFIELD:  That's right, yes.

MR. BUONAGURO:  Okay.  Good.

MS. VELSHI:  Right.  So the rest of the table is right, it's just trying to understand what it's -- and --


DR. ELSAYED:  Just to clarify, subject to any other changes that we might agree on today, this table does need to be revised then.

MR. BUONAGURO:  Okay.

MS. VELSHI:  So now getting to what these numbers are really saying, and if I look at columns A or -- yeah, the columns A and B, that's where the big changes are happening.  So what are the top key reasons why, you know, you've got more than 20 percent increase in distribution?

MR. BUONAGURO:  I'll start from a high level, and then if Manuel wants to jump in -- or Manuela, then that would be great.

Off the top of my head, the biggest difference I think in -- between 2014 base rates and 2018 base rates would be the addition of the substation in 2017, which reflects itself in a jump in the rate base from 2.9 million to over 4 million, and that would flow through to the ROE and the debt so on.

So presumably, subject to anything Manuela or Benoit says, that would be the biggest change in the -- relative to rates as they were set in 2017, the last time they were set.

Other than that, it may be a combination of smaller items, because you can see from the tables that the operational costs have been fairly flat.

MS. VELSHI:  Right.

MR. BUONAGURO:  And spending on capital other than on the substation is also fairly flat, and then the rest of it sort of flows through in the normal course.

Anything to add, Manuela or Benoit?

MR. LAMARCHE:  I agree with you, Michael.  It's the substation the most --


MS. RIS-SCHOFIELD:  Yeah, I would --


MR. LAMARCHE:  -- will -- the big part of the increase.

MS. RIS-SCHOFIELD:  Yeah, by far I agree, the major driver is the substation, and which increases the revenue on capital and -- or the return on capital, sorry, and it also increased the depreciation expense.  And as well, the other -- I guess the other drivers would be that there is a little bit of growth in the area, so Embrun has seen new subdivisions go in, which means that the billing selecting also goes up relative to the new customers, and there has been a little bit of an increase in the regulatory cost as well, because we have the DSP this year and a little -- the cost of service as well.

MS. VELSHI:  Thank you.  And then if I look at column B, which includes the deferral and variance rate, and that's a fairly significant increase for at least some of these customer classes.  Is that generally typical, that there is that much of a variance account quantum that needs to then, you know, be reflected in rates?

MR. BUONAGURO:  Well, if we look at the detailed analysis for what goes -- for what is added to subtotal A as a result of subtotal B, and that's at -- what was the page reference again, Manuela?  70? 

MS. RIS-SCHOFIELD:  76. 

MR. BUONAGURO:  Yes, you had it right there, yes.  You can see where the changes are. 

So line losses on cost of power go from $4.09 to $4.62, so that's a chunk of the increase.  Where there was no rate riders in 2017, there is now $1.58 in rate riders being cleared in 2018 and going forward for three years, as I understand it.

And then on the other side, the low voltage service charge is going down -- no, it's going up, sorry.  It's actually doubling.  And the smart meter entity charges is hold flat.  But those are the changes. 

So in terms of the line losses on cost of power, that's largely outside the control of the company.  On the rate riders, the deferral variance account rate riders, you have to go into specific rate riders.  But those would include a whole host of impacts that have been tracked over the last several years.

MS. RIS-SCHOFIELD:  I think it's important to mention, too, that when Embrun filed its application in May, they had just been subject to an audit.  So in the application that was filed in May, because the audit wasn't officially completed, we had left one of the balances for 1595 out until the audit was complete which is, I think, in accordance with Board policy.  And then during the time between when the application was filed and the interrogatory, the audit was finished.  And what that did is it increased the -- essentially the balances that we have to recover from the customer from one of past accounts 1595, I think 2014.

So there was an extra over $100,000 that was added between the first application and the interrogatories.  And again, there was discussion with Board Staff that said, okay, now that the audit is finished, we can include that balance.  So there is a one time audit adjustment that was done.

MS. VELSHI:  Okay.  Thank you.  As I looked at your slide number 14 where you show the balances, it was fairly large for the group 1 accounts.  But that's probably with that one finding from the audit that shows -- you said over $100,000, right?

MS. RIS-SCHOFIELD:  Yes. 

MS. VELSHI:  Okay.  And then I guess this is really a question for Mr. Lamarche.  One of the key concerns identified by customers at your community meeting that was held in September was the higher rate impact to the residential customer class, especially when you compared it to some of the other classes. 

I know in this settlement proposal, you have addressed some of those concerns with some of the mitigation plans.  But if you were asked by a customer so was I hurt and how does this settlement proposal address that, what would your response be? 

MR. LAMARCHE:  When we had our work committee meeting  of September 19, so there was one question raised on that.  It's very hard, but when you work it out, it's all with the cost of allocation.  So we tried our best to split the cost of allocation to allow it in five classes, because we have the bigger classes in our service area are -- our rate base, it's mostly residential customers.  We have about 165 customers below 50, and eight customers over 50. 

Maybe that's why the reason -- Manuela, I think it's the part of the allocation of the cost. 

MS. RIS-SCHOFIELD:  That's right.  And it's good you mention that, because I thought it was actually a really good question from the customer to ask about why certain classes are impacted in a certain way and others not. 

At the community meeting, we tried to explain that there's some parts of the application that are fairly formulaic and that are very constrained by Board policy.  So we try to explain the cost allocation and how we have little room for movement, but if we can actually help out the larger -- I don't want to say the larger class, but the class that's most important in Embrun, the residential class, we tend to do that for sure. 

If that same customer would come back and say, look, you know, I don't feel like I was heard, absolutely we would sit down with -- if the person is interested in the details of it, for sure we would sit down with them and say, look, this is what's -- as far as we can take the adjustment to the residential class and explain to them that we have to work in the confines of the OEB policies and try to do the best for that class as well. 

MS. VELSHI:  I guess from a bottom line perspective, when you had your community meeting, I think the rate increase for that low volume residential class was over 15 percent, wasn't it?  And you’ve now brought it down to 10.4.

MS. RIS-SCHOFIELD:  Yes, and we worked hard.  Between Board Staff and myself and Michael, we worked hard and we tried everything to get it under 10 percent.  We ran out of creative ways to do it. 

MR. BUONAGURO:  For that class in particular, obviously the major driver for high rate impacts is the move from a fixed and variable charge to a fully fixed charge, which has nothing to with allocating more costs to anybody.  It just has to do with shifting costs within the class from high volume users to all users.

MS. VELSHI:  Then moving on to slide 9 of the slide deck and page 12 of the settlement proposal, this is on capital spending.  Maybe if you can show slide 9, I think it will help me make my point a little better. 

So taking out the unusual 2017 spending, your proposed spending for capital for 2018 is the lowest it's been in the last five years.  My question was more around is that sufficient.  Have you done an asset condition assessment, for instance? 

I just wanted reassurance that this was not in any way going to impact long-term reliability and customer service. 

MR. LAMARCHE:  No, because what we did -- as you know, we are a small utility, so we did a lot that we install the fourth feeder during 2013 till 2017.  So before that, we just had three feeders, and I think it's good for the customer because it's good for the co-op, too, because we will add some impact on our line loss long run.  And in 2018, so what we did is because my board of directors ask me to be spend just around $200,000 and from there, we will note the needs of that.  I don’t know if you are able to have a look on our DSP right now, but we plan -- we always plan -- since 2001, we always plan things that will be good for the co-op and the customer. 

It’s our main -- because, as Michael mentioned at the beginning at the meeting, the utility belongs to the members.  We have an annual meeting each year.  We present the capital budget each year, and it went well since 2001. 

So I think it's just at that time in 2018, because we borrow money and we don't need -- we borrowed money in 2017, so we just want to be cogent on that issue.  And from 2019, we will -- we will sit down and take a look on our system because right now our system it's in very good shape.  We bought a pole tester last year with Hawkesbury Hydro.  We just have eight poles that asked to be changed.  So every four years, just before our next cost of service, we will make another pole testing.  And so from there -- so it's very good, eight poles on 400 poles that are very bad, so it will be done in 2018.  In our DSP we also include we're going to change all the resistors on the transformer.  We have a program for 2019 and 2020.  And I think we are in good shape, and it's going -- there will be some change for sure in 2019, but we will let 2018 goes on, and from there my board will -- with a discussion we will work on it for sure.

MS. VELSHI:  Thank you.  Thank you.  Moving on to page 26 of the settlement proposal, on other revenue, please.  So the row that says other distribution reserves, which is minus $10,000, what's in there, and is this where you're losing money?

MS. RIS-SCHOFIELD:  Hang on a second.  I just have to open the table.

MS. VELSHI:  Table 11.

MR. LAMARCHE:  I think it's the loss of the interest, Manuela.

MS. RIS-SCHOFIELD:  Hang on a second.  I have it here.  Sorry about that.  I just need to open the detailed table.

So that amount is -- okay.  It is a combination of retail service revenues and rent from electric property, and -- oh, there's the refund for the -- rate refund.  So it's the refund to the patronage refund that we anticipate.

MR. BUONAGURO:  Sorry, could you say that again?  I didn't hear that.

MS. RIS-SCHOFIELD:  So it's a combination -- that amount is a combination of retail service revenues and rent from electric property, and then also the patronage refund.  So we want to make sure that the refund to the customers --


MR. BUONAGURO:  Oh.  That's the essentially dividend to customers.

MS. RIS-SCHOFIELD:  Right.  Yes.

MS. VELSHI:  Oh, okay.

[Multiple speakers]


MR. BUONAGURO:  You're recording it as a negative revenue --


MS. VELSHI:  As a net -- okay.  Okay.

MS. RIS-SCHOFIELD:  Yes --


MS. VELSHI:  Okay.  Thank you.  Okay.  So it will always be negative.  Yeah, it's a strange way of reflecting that, is other revenue.  But okay, I get that, thank you.

And then on page 36, Table 17 and 18.  This is of the settlement proposal.  This is on the revenue-to-cost ratios, and so if the OEB policies that there's a ceiling of 1.20 for the general service greater than 52, 4,999 kilowatts, it's 1.40 in 2017 to 1.30.  Is that okay to be over 1.20?

MS. RIS-SCHOFIELD:  I think in the paragraph just above the table I think we are suggesting that we bring it down in 2019.

MS. VELSHI:  But in '17 and '18 you're over 1.20.

MS. RIS-SCHOFIELD:  Well, it's for 2018.  So for --


MS. VELSHI:  I'm sorry, 2018, yes.

MS. RIS-SCHOFIELD:  Yes, so in 2019 we're proposing to bring it down to the ceiling.

MS. VELSHI:  And again, so my question is, until you bring it down to ceiling it's okay to be above ceiling?

MS. RIS-SCHOFIELD:  That's right, yes, yes.  When there is a big step between, you know, what the cost allocation model produces and it's too much of an impact to that class, we often suggest to step it down in one or two years.  In this case we're proposing to step it down in an extra year, essentially.

MR. BUONAGURO:  Because the only way to bring them down is to increase rates to either residential --


MS. VELSHI:  Right.

MR. BUONAGURO:  -- or street lighting --


MS. VELSHI:  So this is all part of --


MR. BUONAGURO:  -- and the impact of that --


MS. VELSHI:  -- the mitigation plan -- right.

MR. BUONAGURO:  -- yeah, the impact would be too high to do it all in one year.

MS. RIS-SCHOFIELD:  Yes, and you can see Table 8 [audio dropout] what the impact will be in 2019 as well.  So I show the -- we show the -- basically a shortfall or the allocation between classes.

MS. VELSHI:  And then similarly if you -- trying to reduce or again to mitigate the impact on the residential, you would try to lower that ratio as much as you could, that you are allowed to do, right?

MS. RIS-SCHOFIELD:  Correct, correct.  The only problem is when we went to adjust it, if we did adjust it in one year, it would move the residential ratio away from 1.

MS. VELSHI:  Right.

MS. RIS-SCHOFIELD:  It's my understanding that Board policy dictates that you should not move away from 1.

MR. BUONAGURO:  Right.  So I think in this particular case the calculated revenue-to-cost ratio for residential was .96.  In theory you could reduce the impact of the application on the residential by intentionally lowering it below .96, but I can't think of an example where that's been done and accepted, to intentionally deviate or go further away from 1.  But that certainly wasn't the proposal here.

MS. VELSHI:  Though you're showing it as .97, but it's calculated as .96, so if you'd left it at --


MR. BUONAGURO:  After bringing it up in order --


MS. VELSHI:  Which is -- you're increasing --


MR. BUONAGURO:  Yes.

MS. VELSHI:  -- their cost.

MR. BUONAGURO:  Well, we're bringing their cost closer to full recovery --


MS. VELSHI:  Right.  Okay.

MR. BUONAGURO:  -- as a way to accommodate the revenue over recovery from the GS over --


MS. VELSHI:  Yeah, 50 to, yes.

MR. BUONAGURO:  And then next year -- it says -- if you look on the Table 18 it says 97, 97.  That's a rounding, I assume, that it looks identical, but in -- technically what's happening is that .97 in 2018 is going to go up even further in order to bring the other one down a little bit.

MS. VELSHI:  Yeah.  Okay.  Thank you.  That's all the questions I have, Mr. Chair.

DR. ELSAYED:  Thank you.  I have a few questions, and I will refer also to the settlement proposal for my questions.  So my first question is, if we can turn to page 12 of the settlement proposal.  The description of the issue at the top says that the -- these -- the bullets -- these are the items that are to be considered in developing the capital expenditure plan.

I just wanted to get your thoughts on three of those on how those three would factor in developing your capital plan.  And the three are the customer feedback and preferences, the trade-offs with OM&A spending, and the Distribution System Plan.

Can you just explain briefly how those three elements were factored in the development of your capital plan?

MR. LAMARCHE:  First I have to mention you that we have an annual meeting each year, as I mentioned before.  We explain our capital expenditure each year to our customer.  They ask question on our operation and capital plan.  So if they have any question, we respond to their question, and at the end -- at the end of each annual meeting, every customer, they have a big confidence -- car we are a local -- a small local community.  So from there they -- everybody knows everybody.  If they have something to address to us they address it to the annual meeting we have each year.

DR. ELSAYED:  Okay.  Thank you.  How about the trade-off with OM&A?

MR. LAMARCHE:  Pardon me?

DR. ELSAYED:  The trade-off -- like, one of the items, it says the trade-off between capital and OM&A spending, and I take that to mean that when you develop your capital program you also look at the possibility of addressing your capital needs through regular operation and maintenance, as opposed to spending capital money.  Have you taken that into account?

MR. LAMARCHE:  Yes, yes --


DR. ELSAYED:  In what way?

MR. LAMARCHE:  -- because we did -- we have a program each year, where we contract our line.  My board member it's very active on those OM&A spending, and still -- we will -- as a small utility we wear a lot of hats because we have a lot of work to do.  We -- as you know, Manuela is working with us since at least ten years, so we did -- the board -- my board did everything that the OM&A will -- so we have a meeting Wednesday with my board, a meeting.  We explain the settlement proposal to the board, and from there as soon we get the decision from  the Board, we will work for the next five years to try to get an increase the lowest as we can. 


And as I mentioned before, we work with the customer, and that's why it's very easy with us to deal with customers.


MS. RIS-SCHOFIELD:  If I can add as well, as far as OM&A -- I mean, I’ve worked with Embrun for 10 years now and they are constantly, constantly looking for ways to find efficiencies.  A good example of that is the pole testing machine.  Benoit was the one that essentially first saw the pole testing machine and started researching how much it would cost, and then approached other utilities to see if they could buy it together and save some money, which helped tremendously. 


Years ago, Benoit outsourced its billing, and we started looking at how we can reduce the cost in outsourcing the billing.  So he brought some back to his utility. 


So it's always something that is on the forefront of Embrun.  The same thing in terms of capital.  Embrun is the only utility where the board of directors, every week or two weeks, they basically patrol the service area and look at the poles and look at the assets to see if they're in good condition.  So they are extremely involved. 


They're also the intermediate between the utility and the customers.  So the board of directors will talk to customers and then come back and give the utility some feedback.  They are extremely involved.  


When we did the application, we did many, many iterations of a budget.  So Benoit would give me a budget, we will run it through the entire model to see what it looked like in terms of bill impact, go back to him and say -- so we would reduce costs, or move costs around. 


So it's something -- you know, having worked with them for 10 years, I can say that it's something that is absolutely at the forefront of Embrun is cost, how to find efficiencies all the time. 


DR. ELSAYED:  Thank you.  On the distribution system plan, I'm assuming you submitted a stand-alone distribution system plan as part of your application? 


MR. LAMARCHE:  Yes. 


DR. ELSAYED:  Part of that, I guess -- that’s one of the outcomes of your process is that you came up with a prioritized capital program that you have presented in this application? 


MR. LAMARCHE:  Yes. 


DR. ELSAYED:  Okay.  So that takes me to my next question, which is related to the next page, page 13 of the settlement proposal. 


You did mention that two projects have been deferred from 2017 to 2018.  And I'm assuming these two are the ones that show under -- in the bottom section under capital additions, system access and system renewal, is that correct, the 48,700 and the and the 5775?


MS. RIS-SCHOFIELD:  Yes, that's right. 


DR. ELSAYED:  Now my question is what was the reason these two projects were deferred? 


MR. LAMARCHE:  First, the first thing is that the developer come over in January 2017 and he told me it will be a go-ahead in 2017.  So from there, all the electrical drawings are done, the distribution drawings are done, and he choose to add another project in Hydro One service area.  So he just come over and say Benoit it will be -- my project will be postponed to 2018. 


So from there, I don't have the choice to -- I don't have the choice to integrate it in my 2018 budget.  That's the only reason, because all the distribution plans are done and I'm just waiting for -- he will -- I will have to call in in March or April.  It's a small distribution plan.  It's about 48 lots.  But I don't -- I can't take a chance, so I just put it in my 2018 budget and maybe there will be other subdivisions with the developer in Embrun.  So maybe there will be two, but it's not -- it's not done yet.  There is no drawings done.  So for that case, it's the contractor who contact me. 


MR. BUONAGURO:  Just to summarize, that particular project is entirely -- the timing of it is driven by third parties, and you react based on their plans, right? 


MR. LAMARCHE:  Yes.  It's based on the developer's plans for sure. 


DR. ELSAYED:  How about the other project? 


MS. RIS-SCHOFIELD:  I think they're related, right, Ben?


DR. ELSAYED:  They're both related?


MR. LAMARCHE:  That’s right.  But we will have other projects maybe in late 2018, but there is no drawings done, so that's why I can't estimate a cost with no drawing.  So here I’ve got all the drawing, and I can't put an estimate on that subdivision postponed in 2018.  So I just put the number -- I just transfer the number from 2017 to 2018.


MR. BUONAGURO:  But I think the question was you moved that project from 2017 to 2018.  The numbers show an addition of a project spending of $5,775 that was added to 2018, presumably as a result of deferral in 2017.  We're trying to nail down.  Is that just related to this developer project, that some sub-part of that developer project includes system renewal spending.  Is that what's happening there? 


MR. LAMARCHE:  Yes, it's a mix.  I will have to go over, I don't have that sheet, but --


MR. BUONAGURO:  What would that be?  Some existing assets would be renewed during the course of connecting the new customer? 


MR. LAMARCHE:  Yes. 


MR. BUONAGURO:  Okay. 


DR. ELSAYED:  It's just that they describe it in the document as two discrete projects.  I'm assuming they're not related, but if that is -- if they are related, that answers my question. 


MS. RIS-SCHOFIELD:  They are related.  I have it in front of me and they're both named SI3.  So I think in the project list, they're two separate -- like one is 1850 and the other one is account 1845.  So in the project list, they're listed as two projects; but they have the same name, so they're related. 


DR. ELSAYED:  Okay.  What does that do then to your 2017 actual capital compared to the OEB-approved level? 


MR. BUONAGURO:  Sorry, the fact that those projects were not completed in 2017 as originally forecast was captured in the settlement when we updated the opening rate base for 2018.  So they were taken out of 2017 and put into 2018.  Dollar for dollar, that would mean that the rate impact would be lower because they wouldn't have a full year impact.  The spending wouldn't have a full year impact anymore, so there would be a slight decrease in the rates as a result. 


But they were -- it was captured in the settlement agreement that the movement was out of 2017.


MS. RIS-SCHOFIELD:  To add to that, I think there's also we updated -- because this is an April filing or May 1st filing, budgets were done probably January 2017.  So the first thing we were asked to do as part of the settlement is update the 2017 budgets to actuals. 


So for sure there was a movement in 2017 as well, so it's not as clear as just taking those two projects out of '17 and moving them to 2018.  So there was some offsetting things that happened in 2017, and also the capital contribution was moved in part from 2017 to 2018 as well. 


So it's a combination of those two things that affected the net book value, the revision of the net book value at the end of 2018. 


DR. ELSAYED:  Okay.  Thank you.  The next question is on page -- regarding page 15, the new substation.  Just a quick question.  How many contractors were invited to bid on that project?

MR. LAMARCHE:  Six.

DR. ELSAYED:  Six.  And was the successful one the lowest bid?

MS. RIS-SCHOFIELD:  Pardon?

MR. LAMARCHE:  Pardon?  Pardon me?

DR. ELSAYED:  Was the successful contractor -- was that the lowest bid?

MR. LAMARCHE:  Yes.

DR. ELSAYED:  Okay.  Page 33, regarding the loss factors, it was mentioned in this proposal that there were some recommendations from the most recent line loss study.  When was that most recent study done?

MR. LAMARCHE:  I think it was in 20 --


MS. RIS-SCHOFIELD:  '16.

MR. LAMARCHE:  -- 16.

DR. ELSAYED:  2016.  And what was the nature of the recommendations, just at a high level?

MR. LAMARCHE:  So what happened, as I mentioned at the settlement proposal, it's a big concern for us that that load -- that loss -- line loss at -- I talked with the engineer maybe two weeks after the settlement proposal.  So to be honest with you, we don't know where's the loss on the line, but we will work in 2018 or '19, I think we're going to start in 2018 to work on it for sure.  What is going to help us maybe, it's the fact that all the load now is on the new substation.  The substation we have right now has about 35 years old, so maybe when that station -- so maybe that station, those lost, so we will see in 2018.  If there's a big change we will go through -- we will go through the -- to maybe resize the primary line at someplace.  What we will do also, maybe -- as you know, Embrun Hydro, it's all gas heating, so we got -- we got our peak now in summertime.

So maybe the trend -- maybe we will have to check, we will maybe add a program to check -- to verify each transformer.  Maybe the transformer are too big to supply those customer, but we're going to work on it.

So for sure it's a big loss for the utility, but we will work on it.  I don't know, we will have a meeting maybe in February with our engineer to discuss that, but it's very important for my board and for the co-op to reduce that line loss for sure.

DR. ELSAYED:  Okay.  Thank you.  My last question is related to your slide 17 in the presentation.  First of all, can you remind me what the definition of the total cost is?

MS. RIS-SCHOFIELD:  Oh, okay.  So that's straight of the PEG, and without getting into the weeds of how the PEG calculates the actual cost, it is a combination of capital and OM&A.

DR. ELSAYED:  Okay.  That's basically what I wanted to confirm.  So I guess my question is, you do show a significant under-expenditure each year from 2014 to 2018, and I think it was described in the presentation as an indication of efficiencies had been introduced.

Can you just elaborate on that a little bit in the sense that, I mean, there are typically two possibilities of coming under budget, I suppose.  One is introducing efficiency, meaning that you've completed what was planned to be completed at a lower cost or you did not do everything that was planned.

So how -- can you confirm, I guess, that when you say efficiencies, is that under-expenditure each year, was primarily or totally because of efficiencies as opposed to postponement of work?

MR. LAMARCHE:  No, we -- as I mentioned before, we are very proactive at the co-op, so we don't push anything, postpone anything projects.  So we have -- as I mentioned before also, that we have a distribution plan, we will -- the distribution plan we file with the Board.  It's -- all my board are okay with that budget for the next four, five years, but maybe there will be extra work to be done, so we follow, we -- and my board of director want us to be number one, so I don't have the -- we don't have the choice to be efficient, and we want to stay number one for the next five to ten years.  So we never postpone work, capital work.  

As I mentioned, we start in 2013 to install the fourth feeder.  We don't borrow any money, and all the fourth feeder, it's all installed, and we don't postpone any capital budget in the next year or the year after.

DR. ELSAYED:  So you're saying that that variance, which is quite significant, anywhere from 30 to 50 percent, happens with you completing the program as planned, but introducing efficiencies that result in that much of a saving?  30 to 50 percent?

MS. RIS-SCHOFIELD:  Yes.  I can answer that, yes, it is.  We -- I mean there's a lot of things that the utility has done in the past, and they do a lot of work internally as well, and we have -- we've introduced internally a lot of financial tools.  Benoit meets with his board of directors on a monthly basis to look at the capital work and OM&A to see how close we are to what was Board-approved and make adjustments as we, you know, go along.

I can attest that Benoit is pushing for cost-sharing, so if there is an opportunity to cost-share with other utilities, he has no problem approaching them.

Yeah, we calculate ROE.  Like, we have a lot of financial tools that we've put in place.  We actually -- actually, last week Benoit called me to see if we can start working on the next cost of service.  So we start the process pretty much now for [audio dropout] everything is looked at.  We analyze, we look at ROE, not only on a yearly basis, but we have tools where we put in our budget, and it tells us where we are in terms of ROE, and I think if we were to postpone projects or actually not do any projects, that would reflect in the ROE, and it doesn't.  It's something that we look at very carefully, so...

DR. ELSAYED:  So with that, and that you make sure you complete your program as planned, I'm still not sure -- like, hopefully I don't sound too cynical, but have you looked at the possibility that maybe your cost estimates are a bit high?  A variance of 30 to 50 percent seems a bit unusual to me consistently year-over-year.

MR. BUONAGURO:  Just to clarify, when you say cost estimates are you asking whether the predicted total cost is too high?

DR. ELSAYED:  That's a...  Yes.

MR. BUONAGURO:  I'm not -- well, Manuela can answer that more specifically, but I don't think that's actually in the hands of the utility, is it, Manuela?  The predicted total cost?  The suggestion is that the predicted total cost might be too high.

MS. RIS-SCHOFIELD:  So this is all calculated from the PEG report, so this is the benchmarking that's used across all utilities, and it basically stems from the triple R filing.  So maybe Board Staff may be able to add more detail, but the utilities file all their annual filings in May and then this is all after interrogatories and audit, and all of that.  I think it goes to PEG, and the PEG group basically just runs these numbers in their own model. 

So this is a published PEG table.  So it's the same calculation for all the other utilities. 

MR. BUONAGURO:  It's not the case that Embrun is forecasting a cost and then coming in under budget.  What this -- the predicted total cost, as I understand it, is the PEG's analysis of what a company with the operating characteristics of Embrun would be expected to be spending and then, on an actual basis, it compares what Embrun is actually spending and its under-spending relative to what PEG predicts.  So talking about overestimating costs from the company's perspective doesn't really make sense. 

MS. RIS-SCHOFIELD:  Right, and actually it’s -- '14, '15 and '16 are published for all utilities, and that gives you your grouping.  But '17 and '18 are based on the PEG benchmarking model, which is now basically a required OEB model, so something we have to file on the record that we populate.  So we didn't come up with these numbers. 

DR. ELSAYED:  That's very helpful.  These are all my questions.  Does anybody have any comments? 
Submissions by Mr. Garner:


MR. GARNER:  I just might, once I speak in support of the settlement agreement.  But to follow-up on your line of questioning also, I can be of some assistance. 

Your question actually, I think, is somewhat related to Member Velshi's question about the capital spending.  I think you would find if you look at a lot of these utilities that a utility that tends to under-spend on capital budget vis-a-vis its size, and that sometimes happens with smaller utilities, you will tend to notice their differences will be low because the capital spend isn't as large as sort of what would be expected. 

I think you might find a relationship between your question, Member Velshi, and your question.  I think there is somewhat of an overlap.  You can be misled to, as you say, believe that the PEG report is strictly showing a high efficiency based on, as you're suggesting, a capital spend estimate and what's actually spent.  That's one of the limitations, I think, of the Board's model and has some sort of limitations. 

I would really like to take -- talk about three things in this.  First of all, thank you for the questions.  I do parts of these applications and not all of them and, Member Velshi, I look at those rate impacts and sometimes scratch my head, because my colleague does them.  So thank you for that edification because I finally understood how they're actually calculated. 

The one thing I say about Embrun is -- in customer engagement is that they, from our experience -- and VECC is in almost all these applications and the small ones -- they are exceptional in this aspect.  They are cooperative and they have a very unique relationship with their customers, and I’d say much more intimate than you would see with almost every other utility we have seen. 

So I think in customer engagement from our perspective, that was a comforting aspect of what they have done. 

There was also questions about reliability and I think rightfully so, given the capital budget changes.  One thing the utility hasn't pointed out, which I think they would agree with, is that most of these small utilities suffer a lot more also from loss of supply from Hydro One because of their unique connection points. 

This utility, through its substation build, is basically addressing that major issue about reliability on loss of supply.  Again, we took a lot of comfort from that part of it. 

And also with respect to the capital budget, it is our understanding is the Board generally expresses the idea that utilities should attempt to smooth capital budgets.  And in our opinion, when you look at what Embrun has done given the large capital spend it had to do on the substation, it's made accommodations and as they suggested in earlier periods through some circuit builds, and now in a sense resting a little bit as they're putting the substation into place.  And we took comfort in all of that also. 

The final thing is in the evidence of this application, they had very robust evidence, we suggest to you, which was through Stantec, a company called Stantec to review their system and look at their loads, and again we took comfort from that in the application. 

So with those items, we would just like to express the support we have for the settlement agreement.

DR. ELSAYED:  Thank you, Mr. Garner.  Any other comments? 
Submissions by Mr. Sidlofsky:


MR. SIDLOFSKY:  From Staff's perspective, this application or this process was a little out of the ordinary because Staff were determined to be a party to the settlement conference.  But Board Staff generally don't have any specific concerns about the settlement proposal.  In fact, the Staff are quite supportive of it, if that provides the Panel with any comfort. 

DR. ELSAYED:  Thank you.  Okay.  With that, I suggest we take a short break, maybe twenty minutes.  We'll come back about 10 to, and we will give you some feedback from the panel on the settlement proposal. 
--- Recess taken at 10:28 a.m.
--- On resuming at 11:02 a.m.
DECISION


DR. ELSAYED:  First we would like to commend everybody for coming up with a complete settlement with all the issues addressed.

The OEB has decided to approve the settlement proposal as filed.  The OEB finds that the outcomes of the settlement proposal are compatible with the operational effectiveness and other performance objectives of the OEB's Regulatory Framework for Electricity.

The one thing we discussed earlier is that table 2 will have to be corrected.  So I'm assuming that would mean that the settlement proposal would have to be resubmitted with the -- I don't know how best to do it, whether to just resubmit the table.

MR. BUONAGURO:  I think we have still have Manuela on the line.

MS. RIS-SCHOFIELD:  Yes.

MR. BUONAGURO:  I think we could probably have that easily submitted again today, we --


DR. ELSAYED:  Yeah.

MR. BUONAGURO:  -- and I think since we have all the parties in the room if we stipulate that all we're doing is fixing table 10, the third column, or fixing the GS 50 to four-ninety-nine-nine consumption figure.

DR. ELSAYED:  Sorry, it's Table 2; is that correct?

MR. BUONAGURO:  Yeah, table 2.

DR. ELSAYED:  Yeah.

MR. BUONAGURO:  If that's all we're doing I think we can agree, and so we've agreed to make the change, so it will be filed and available by the end of the day --


MS. RIS-SCHOFIELD:  You still wanted to remove the --


MR. SIDLOFSKY:  Sorry, if I can interrupt.  There's a little bit more to it than that.  There's the values for the charge determinants, so that's the third column.  But I think it would help to have a bit of clarity in the last column as well, the total column.  If that one could be renamed to total bill impact -- and I think the Panel may want to step in with a thought on this, but my thought would be to also indicate in the definitions under that table that the total column represents something other than A plus B plus C, which I think was what was causing a bit of confusion before.

MR. BUONAGURO:  Actually, we could -- we could -- I think you're right, and I think we could fix all the definitions, because subtotal A would be okay.  Subtotal B, the definition should be subtotal A plus deferral and variance rate riders and so on, and then subtotal C is subtotals A plus B plus transmission and connection charges.  We can --


MS. VELSHI:  No, it's just --


MR. BUONAGURO:  -- fix all that.

MS. VELSHI:  -- it's just B plus, it's not A plus B.  It's...

MR. BUONAGURO:  You're right.  Thank you.

MS. VELSHI:  Right.  And the last one is C plus, 
yes --


MR. BUONAGURO:  Well, the point is we can --


MS. VELSHI:  -- clarify that --


MR. BUONAGURO:  -- we can fix it --


MS. VELSHI:  Yes.

MR. BUONAGURO:  -- the content isn't changing, just the definitions and --


MS. VELSHI:  Right.

MR. BUONAGURO:  -- the descriptions, so it makes sense.

DR. ELSAYED:  Okay.  So subject to that clarification, which really doesn't impact the substance of the settlement proposal, we do approve it, and the next step would be to issue the final rate order, which will happen in due course.

So unless there is anything else, again, we would like to thank you very much.  And this completes our hearing for today.

MR. BUONAGURO:  Thank you very much.

DR. ELSAYED:  Thank you.

MR. SIDLOFSKY:  Thank you.
--- Whereupon the hearing concluded at 11:05 a.m.
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