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Thursday, December 6, 2018
--- On commencing at 9:58 a.m.

MS. ANDERSON:  Please be seated.

Good morning, everyone.  We are back for Day 2 of an oral hearing for an application failed by Alectra Utilities Corporation for distribution rates effective January 1st, 2019.  The OEB's file number is EB-2018-0016.

The OEB Panel for today is myself, Lynne Anderson, Michael Janigan, and Allison Duff.

Yesterday Alectra and the intervenors reached a verbal agreement that the issue of the earnings sharing for the Horizon rate zone be deferred to the 2020 rate application.

A written settlement proposal has been provided to the OEB Panel this morning.

Mr. Smith, do you have any comments about the settlement proposal?
Presentation of the Settlement Agreement by Mr. Smith:


MR. SMITH:  Thank you, members of the Board.  I don't have anything in particular.  We have been able to negotiate and reduce to writing the agreement that we arrived at yesterday.  I am pleased to say that all parties have had a chance to review the wording and have signed off on it.  A copy has also been provided to Board Staff.

The operative, if I can call it that, the operative provision that captures the parties' agreement and the rationale for that is set out on page 3, in the third -- sorry, fourth paragraph, that begins "the parties agree", that simply identifies the nature of the agreement and the parties' belief that we hope is shared by the Board that this will result in efficiency and be an effective way to dispose of the issues that have been identified.

MS. ANDERSON:  Thank you.

Any questions?  I had just one clarification.  I think we all understand this, but you refer to the 2020 EDR application.  And so that's -- the assumption is that is for 2020 rates to be filed in 2019?

MR. SMITH:  Yes, that's correct.

MS. ANDERSON:  So that was just a point of clarification.

Okay.  So our intention is -- there is a few other preliminary matters.  We wanted to deal with those.  Then we were just going to take a ten-minute break and come back with a decision on the settlement proposal.
Preliminary Matters:


MS. ANDERSON:  So the preliminary matters -- let me make sure I've got this.  Oh, yes.  There was an undertaking yesterday, or at least the discussion of an undertaking, and Alectra was going to look at their purchase orders and advise on what could be provided, that goes to, I guess, the funding arrangement with the YRRTC.

MR. SMITH:  So I have some information in relation to that.  I don't want to draw the visual of the final act of Indiana Jones, "Raiders of the Lost Ark", but there are several purchase orders and many, many hundreds of invoices, so that is a bit of context.  But we have been able, and the Board will remember, we have an undertaking already that is to -- I think it was the first undertaking -- to look at the difference in the forecast, the increase in the forecast costs from $69 million to $80 million, and you will remember the discussion yesterday focused on the proportion of the overall forecast relating to contributed capital, that percentage being 55 and then 53, and on that $11 million increase in the forecast, the relative proportion of contributed capital drops to some 41 percent.

So we have been able to look at that and determine the driver, and we can explain, by way of undertaking, both what that relates to and why the share of contributed capital is lower.  In dollar terms it is about $1.3 million or thereabouts is the difference in the contributed capital, and we can explain that.

There was a discussion yesterday about the purchase orders and the invoices.  Because the work that we're talking about and the driver of that difference is ongoing work, we don't have purchase order and invoices, we don't believe we do, that would close that out.  So I can't give those.

What I can offer is to produce one, two, whatever, examples of purchase order and invoices for a historic period that will show how the contributed capital is reflected on the invoices, as Mr. Wasik explained, and I think that would be of assistance to the Board, and I hope it is responsive to the request.

MS. ANDERSON:  Mr. Garner, it does strike me that an explanation is sometimes better than a large volume of documents, but what is your comment on this?

MR. GARNER:  I had an opportunity before the hearing started to speak with Mr. Smith, and I think that is satisfactory and would serve the purpose that we were looking for.  So, thank you.

MS. DUFF:  Just one question.  So the first undertaking, J1.1, yesterday, the transcript is -- doesn't really say what you just said right now.  So you are offering to elaborate a little bit on that undertaking and also provide additional information under J1-point --


MR. SMITH:  Yes.  The ultimate answer is yes.  I would put it -- there was an undertaking that asked us to explain just simply the increase between 69 and 80.  In doing that, and in focusing on the additional request, we realized we could do both.  So we could explain the drop in the contributed -- the relative drop in contributed capital.

So I think we should keep it as a separate undertaking, or for tracking purposes, but that is how we got there.

MS. ANDERSON:  So a new undertaking for today.

MR. MURRAY:  So we will mark the examples that will be provided as Undertaking J2.1. 
UNDERTAKING NO. J2.1:  TO PROVIDE EXAMPLES THAT WILL EXPLAIN THE RELATIVE DROP IN CONTRIBUTED CAPITAL.

MR. SMITH:  That's fine, thank you.

MS. ANDERSON:  Okay, thank you.

As we're talking about undertakings at this point, maybe, do you have timing estimates?

MR. SMITH:  So -- I do.  We are working very hard to have them done this week.  So I expect that we will have -- and we won't hold back, so if we have them we will put them in.  I expect we will have all of them, with the exception, potentially, of 2.1, done this week and Monday at the absolute latest.

MS. ANDERSON:  Thank you.

The second matter was that we got new information from Alectra yesterday that their CIS is in a blackout period for an upgrade that is due to their merger, and we are past the opportunity for Alectra to implement rates for January 1st, 2019, so Alectra requested that rates be effective January 1, 2019 but implemented February 1st, 2019, assuming that the decision is out in time for that.

I know that Alectra has already requested that its current rates be made interim.  The Panel would be interested in if there are any comments or objections from intervenors or OEB staff --


MR. SMITH:  Madam Chair, if I may just make one comment.  I don't know whether this will be of assistance to people, but I felt in looking back at the transcript I may have been less clear than I could have been.

I just want it to be understood by the Panel and my colleagues, who may have some comments, that the request in relation to foregone revenue at this stage is only in relation to those items in relation to which argument has already transpired, so what I would describe as the IRM matters.

I fully expect that we will be asking for January 1 effective date rates in relation to the ICM as well, but I appreciate that that is an item in relation to which there will probably be written argument later this month and in January.

So I just wanted that to be perfectly clear.

MS. ANDERSON:  Thank you for clarifying that for the record.

Are there any further comments?

MR. SHEPHERD:  Yes, Madam Chair.

MS. ANDERSON:  Mr. Shepherd.

MR. SHEPHERD:  SEC does not object to the request from the company.  It appears to us that they -- normally we would oppose a request for foregone revenue unless there is some particular reason that an exception should be made.  But in this case, with the CIS just going live on the weekend, that seems like a pretty good exception, and so we are okay with that.

We wanted to let the Board know, however, that one of the intervenors is not here, CCC, and she indicated last night, Ms. Girvan indicated to us last night, that she felt that the foregone revenue issue should be a matter for argument.

Now, she did not know then the clarification that Mr. Smith has just given us, and so I don't know what her position would be, but I felt it would be -- if you hear from everybody, yes, we're all in agreement, I didn't want you to think that that meant everybody.

MS. ANDERSON:  Thank you.  Mr. Garner.

MR. GARNER:  Thank you.

Yes, I had a chance to take a look at this thanks to Board Staff's notice.  And we are also -- we agree with Mr. Shepherd.  We just note that the applicant filed in June, and that allows for six months, and when we looked back at what the Board's guidelines in '16 filing requirements were, they basically for IRM allow for at maximum six months and, even shorter, four months.  So it seems to me they have met all of the requirements of the Board, and the only thing I could find fault with then would be that they were three days' difference on filing IR responses, and those -- two of those days took place over a weekend, of which is a sin I would be guilty of many times.  So I can't see a reason to deny their request.

MS. ANDERSON:  Thank you.  Ms. Grice.

MS. GRICE:  AMPCO takes the same position.  We have no objections.

MS. ANDERSON:  Thank you.  Mr. Ladanyi?

MR. LADANYI:  We have no objections.

MS. ANDERSON:  Thank you.  Mr. Murray?

MR. MURRAY:  OEB Staff has no objections.

MS. ANDERSON:  Thank you.  That is actually very helpful to us.

So I think at that point we were just going to take a quick ten-minute break and come back with a decision on the settlement proposal.  Thank you.

MR. SMITH:  Thank you very much.
--- Recess taken at 10:10 a.m.
--- On resuming at 10:20 a.m.

MS. ANDERSON:  Good morning, again.

Mr. Murray, I understand we neglected to get an exhibit number for the settlement proposal.

MR. MURRAY:  Yes.  We will mark the settlement proposal as Exhibit K2.1.
EXHIBIT NO. K2.1:  SETTLEMENT PROPOSAL
DECISION:


MS. ANDERSON:  Thank you.  The OEB accepts the settlement proposal.  In its examination-in-chief, Alectra introduced a new proposal to defer consideration of the earnings sharing mechanism for the Horizon rate zone until its 2020 rate application.

We find that it is acceptable to defer consideration of the 2017 earnings sharing mechanism for the Horizon rate zone to the 2020 rate application expected to be filed in 2019, for greater regulatory efficiency.

In that 2020 rates proceeding, the earnings sharing for 2018 will also be heard.

The OEB is specifically not taking into consideration the extensive comments by Alectra about the correctness of previous OEB decisions provided as part of its examination-in-chief.  This commentary is out of scope and not relevant to this proceeding.

Thank you.

MR. SMITH:  Thank you.
Procedural Matters:


MS. ANDERSON:  So with that, I guess the last point is about submissions.  Again, the submissions for the ICMs, the five ICMs are due on December 17th by the parties and OEB staff, and Alectra's reply is to be filed January 9th.

As part of those submissions, given the request for February 1st rates for the -- I guess I will call it the base rates, if parties want to make submissions on the effective date for the ICMs, that would be helpful to the panel.

Anything further from parties?  With that, I think we close.

MR. SMITH:  Thank you very much.

MS. ANDERSON:  Thank you.
--- Whereupon the hearing concluded at 10:25 a.m.
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