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Thursday, February 21, 2019
--- On commencing at 9:33 a.m.

MR. MILLAR:  Welcome to Day 3 of the technical conference.  We have panel 2.  Mr. Keizer, I think there's a brief preliminary matter?

Preliminary Matters:


MR. KEIZER:  Yeah, there's actually two brief preliminary matters.  So the first is just to address Board Staff's request to deal with ISAs by program.  So currently Toronto Hydro does not do -- or does not create a forecast of ISAs by program, but for the two Board Staff's requests, what Toronto Hydro is prepared to do is to consider whether it can, and to the extent it can it will provide something.  To the extent it cannot, it would describe as to why it cannot.


MR. MILLAR:  Okay.  So that will be JTC3.1.
UNDERTAKING NO. JTC3.1:  FOR THE TWO BOARD STAFF'S REQUESTS TO DEAL WITH ISAS BY PROGRAM, TO CONSIDER WHETHER IT CAN, AND TO THE EXTENT IT CAN IT WILL PROVIDE SOMETHING.  TO THE EXTENT IT CANNOT, IT WOULD DESCRIBE AS TO WHY IT CANNOT.


MR. KEIZER:  And I believe Ms. Coban has a second matter.


MS. COBAN:  We just wanted to clarify a reference that was provided yesterday to Ms. Girvan in response to her question for historical in-service additions by program.  I think Ms. Cipolla had directed her to a piece of the pre-filed evidence where we provide that information by asset class, but we actually do have it by program as well, and that reference is 2B-Staff-75, Appendix D.


MR. MILLAR:  Sorry, say the reference again?


MS. COBAN:  2B-Staff-75, Appendix D.


MR. MILLAR:  Thank you.  Okay, thank you, Ms. Coban.


Mr. Keizer, would you like to introduce your panel?


MR. KEIZER:  Yes, thank you, Mr. Millar.  If I could start with the panellist furthest from me, just ask you to state your name and title and then we will proceed throughout.


MR. NAHYAAN:  Sheikh Nahyaan, general manager, distribution grid operations.


MS. POWELL:  Shirley Powell, director of HR system planning and rewards.


MR. ZENI:  Federico Zeni, controller.


MR. SASSO:  Andrew Sasso, director, regulatory affairs.


MS. WOO:  Humie Woo, director, information technology.


MS. PAGE:  Hi.  Evelyn Page, general manager of customer care and revenue services.


MR. KEIZER:  Thank you.  The panel is available for questions.


MR. MILLAR:  Mr. Rubenstein.

TORONTO HYDRO-ELECTRIC SYSTEM LIMITED - PANEL 2

Sheikh Nahyaan

Shirley Powell

Federico Zeni
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Humie Woo

Evelyn Page

Examination by Mr. Rubenstein:

MR. RUBENSTEIN:  Good morning.  In the interests of moving quickly through today -- I had the discussion with Mr. Keizer yesterday -- can we confirm that if there's been any refusals in the interrogatory responses you will maintain those refusals, even as I try to convince you otherwise?


MR. KEIZER:  Yeah, that's our intention, to maintain the refusals given.


MR. RUBENSTEIN:  All right.  Thank you very much.


Can I ask you first to turn to 1A-SEC-1.  And in this response you were asked to provide a full organizational chart, which you provide in Appendix A.  The problem with this chart is under each of the executives it just says vice-president, director, manager, it doesn't provide the titles so parties can understand what's the actual structure of the company.


Can I ask that a revised organizational chart be provided that actually provides the titles or departments that feed into each executive?


MR. KEIZER:  Subject to any issues with respect to...


MS. COBAN:  Mr. Rubenstein, before we answer that request, perhaps you can just help us understand how having this information would be helpful to you.


MR. RUBENSTEIN:  Sure.  I think it's important to understand the structure of the organization.  We talked a lot about it in the first panel, about planning, understanding how the planning department, who speaks -- who reports to who and understand the company.  It seems to be normal information that's provided.  I am less interested in people's names.  I'm more interested in the titles, the departments, that flow up.


MS. COBAN:  The only thing that I would say in response to that is that what you see here is a snapshot in time, and in the normal course of running an organization the size of ours you would probably expect to see some changes in portfolios and things like that, so with the caveat that it does represent just a snapshot in time.


MR. RUBENSTEIN:  Of course.


MR. MILLAR:  Okay.  So we'll mark that JTC3.2, and that is to file a revised org chart.
UNDERTAKING NO. JTC3.2:  TO FILE A REVISED ORG CHART.


MR. RUBENSTEIN:  Can I now ask if you can turn to 1C-Staff-48.  I just want to understand, if we can go all the way down to section F, the response, just so I can understand what this -- I just want to confirm my understanding of what this table is showing.


Do I read this that Toronto Hydro Electric System Limited between 2015 and 2017 only paid $2.1 million in dividends to Toronto Hydro Corporation?  Or is that saying that Toronto Hydro Corporation only paid $2.1 million to its shareholder?  I just want to understand which one -- what that represents.


MS. COBAN:  So Mr. Rubenstein, we actually don't have anybody on the panel that can specifically speak to this question.  I did advise Board staff that that was the case when we were preparing our panels.  So we are happy to take your questions and consider them under advisement and provide a written answer by undertaking.


MR. RUBENSTEIN:  Sure, that's my only question on this area, so...


MR. MILLAR:  So that will be JTC3.3.  Could you repeat what the undertaking is, Mr. --


MR. RUBENSTEIN:  Sure.  I want to understand, is that table showing that between 2015 and 2017 $2.1 million was paid in dividends between Toronto Hydro Electric System Limited to Toronto Hydro Corporation or $2.1 million was paid from -- in dividends from Toronto Hydro Corporation to what would be its shareholder --


MR. MILLAR:  Thank you.


MR. RUBENSTEIN:  -- or something else, I guess.
UNDERTAKING NO. JTC3.3:  TO ADVISE IF THE TABLE IN 1C-STAFF-48, SECTION F, IS SHOWING THAT BETWEEN 2015 AND 2017 $2.1 MILLION WAS PAID IN DIVIDENDS BETWEEN TORONTO HYDRO ELECTRIC SYSTEM LIMITED TO TORONTO HYDRO CORPORATION OR $2.1 MILLION WAS PAID IN DIVIDENDS FROM TORONTO HYDRO CORPORATION TO WHAT WOULD BE ITS SHAREHOLDER OR SOMETHING ELSE.


MR. RUBENSTEIN:  Can I ask if you can turn to 2B-BOMA-59.  As I understand the response, the table provides a list from 2015 to 2017 the total capital that are provided from third-party services; do I have that correct?


MR. SASSO:  I am sorry, Mr. Rubenstein, I know the panel yesterday was having difficulty with the volume in the room --


MR. RUBENSTEIN:  Sorry, I just want to understand what the table shows.  Is the table showing the percentage of capital that are undertaken by third-party services, full stop?  Or is it percentage of total capital from third-party services that were determined through a competitive procurement process?


MR. KEIZER:  Mr. Rubenstein, I notice the first sentence says that it's the estimated percentage of capital cost determined through competitive procurement process; is that --


MR. RUBENSTEIN:  I am asking then the table actually just says percentage of total capital --


MR. KEIZER:  And whether or not the table matches the sentence?


MR. RUBENSTEIN:  Yes.


MR. NAHYAAN:  This is the percentages of services acquired through all third-party services.


MR. RUBENSTEIN:  Okay.  And are all third-party services undertaken -- are all third-party capital services undertaken through a competitive process?  Is there is a subset of this number then that would only be through competitive procurement process, as the question asked?

MR. NAHYAAN:  There is a portion of this percentage that's done through competitive process.  There is a portion that is done through following the policy through non-competitive processes as well, which could include sole source.

MR. RUBENSTEIN:  Are you able to provide that breakdown, then?

MR. NAHYAAN:  I don't have that detail with me right now.

MR. RUBENSTEIN:  No, I understand that.  Are you able to provide that breakdown?

MR. SASSO:  We are just doing a check, Mr. Rubenstein. We think that there is an IR response that listed sole sources.  So if you can just give us one quick moment to check that.

If we could pull up 4A-Staff-126, and maybe see if that's helpful?

MR. RUBENSTEIN:  Sorry, can you actually scroll up to just before the chart, so it explains the question.

So then is this response providing, would provide -- are there any non-sole -- is this all the non-sole-source capital work?  Or is this only material projects or large projects?

MR. NAHYAAN:  So per the procurement policy, these are the sole sources that are actually presented.  But there is another clause in the procurement policy which says that below a 25,000 threshold, a competitive bid process is not required.  So there will be another list which is much smaller in material costs than these.

MR. RUBENSTEIN:  Sure, can I go back to the original interrogatory?  I was wondering if you could then provide, as requested in the interrogatory, the percentage of capital -- essentially break down the table you provided into what was provided competitively and what was not provided competitively?

MS. COBAN:  Mr. Rubenstein, I guess I am struggling a bit with that request because we have given you the sole sources that are above materiality in Staff 126, in accordance with the filing requirements.  And to go one level beyond that would be quite onerous, in terms of tracking through all the financials and then reconciling back those contracts to the procurement documents.

MR. RUBENSTEIN:  I don't know how your system works, and I am not asking you to provide a list of all those projects.  I am looking at the aggregate level; that is what I am asking.

MS. COBAN:  I know.  But even to come up with an aggregate number, you would have to do that bottom-up and analysis.  I guess I am struggling with that, given that you already have the material information outlined here in Staff 106.

MR. RUBENSTEIN:  Well, no, I don't.  I don't know.  It may be an immaterial amount; it may be a material amount of aggregate projects that are below 25,000.  I don't know the answer to that.  That's the problem I am having.  So maybe there's some way you can help me.

MR. KEIZER:  Why don't we do it this way?  I mean, we will take it away, talk about it on the break as to whether or not it is an onerous issue or not, and we will deal with it immediately after the break.  In that way, then, to the extent that we can then discuss what we can and can't do at that point.

MR. RUBENSTEIN:  That's fine.  Can I ask if you can turn to 2B-SEC-71?  So this is with respect to the ERP project that was undertaken, and you were asked generally in this interrogatory to explain the cost increase over what was provided in the last application.

So first, I provided to your counsel -- and I think it's available now to be put up on the screen -- an excerpt from the previous application.  I was wondering if we can mark that as an exhibit, Mr. Millar.

MR. MILLAR:  I am sorry?

MR. RUBENSTEIN:  If we can mark this as an exhibit?

MR. MILLAR:  Yes.  KTC1.1 -- sorry, 3.1.
EXHIBIT KTC3.1:  EXCERPT FROM PREVIOUS APPLICATION SHOWING COST-BENEFIT ANALYSIS


MR. RUBENSTEIN:  This is an excerpt from the cost benefit analysis that you provided in the last application for this project, in the one that the option that was ultimately chosen.  Correct?

MS. WOO:  Correct.

MR. RUBENSTEIN:  I was wondering if you could provide an updated version of this, with actual costs incurred previously or any changes in the actual forecast cost and the savings and benefits.

MS. WOO:  So the expected spending is -- the variance is identified in the IR 2B-SEC-71.

MR. RUBENSTEIN:  Is that the only change?

MS. WOO:  So the cost, the expected spending, the variance of 11.5 million is in the response for part A of EB (sic) SEC 71.

MR. RUBENSTEIN:  And that would correspond with the total expenditures in the 2016 column?  That's the change you would make, from 54.1 to the new amount?

MS. WOO:  No, the spending was from 2016 to 2018.

MR. RUBENSTEIN:  And was there a change in the timing of the spending?

MS. WOO:  Yes, there was a change in timing of the spending.

MR. RUBENSTEIN:  Was there any changes in any of if opex spending?

We don't need to go through this one by one.  I was wondering if you could, by way of undertaking, provide a essentially a revised table and explain any changes, so we can see if there were movements in timing, if there were changes in costs or expected benefits, and what they are.

MR. KEIZER:  That's fine.  We can take it away and to the extent that we can fill a table, we will.  And if we can't, we will advise why.

MR. MILLAR:  That's JTC3.4 and it's to update the chart that was provided as KTC3.1.
UNDERTAKING NO. JTC3.4:  TO PROVIDE AN UPDATED VERSION OF EXHIBIT NO. KTC3.1, AND EXPLAIN ANY CHANGES, TO THE EXTENT POSSIBLE


MR. RUBENSTEIN:  Now in part A, you provide a number of the reasons for the increase.  I was wondering if you can provide all change requests, project variance analysis, monthly quarterly reporting, or any other similar documents related to this ERP project?

MR. KEIZER:  Can I just have a moment, Mr. Rubenstein? To the extent that this is a project that's evolving over a period of time, the documents are going to reflect only snapshots in time.  So to the extent that you have inquiries about the project itself, then the witnesses here are available to answer those questions.

MR. RUBENSTEIN:  Well, as I understand this project, for reasons that may be reasonable or not, it has gone significantly over budget.

And I want to understand, as the project went on, what -- from yesterday's discussion with respect to 4A-AMPCO-92, those documents provide rationales for changes, at least as I understood the evidence of the purpose of it, those were documenting the project management and governance steps, if there were scope changes what the rationale.  I think the parties and the Board would be interested in understanding a project that has gone over budget, the evolution of that.

MR. KEIZER:  Yes, maybe so.  But I think a blanket request for everything and anything related to the project, which seems to be what you are asking for, I don't necessarily know the as being all that helpful.  And to the extent that you have inquiries as to why the project went over budget, why or circumstances beyond what's already been given in the interrogatories, you are free to ask those questions.

MR. RUBENSTEIN:  With respect to the -- so, well, with respect to the additional 8.4 million resulting of additional resources that were required for the project, changes in infrastructure, costs falling in with detailed technical assessment and exchange rate fluctuation; do you see that?

MS. WOO:  Yes.

MR. RUBENSTEIN:  Now, based on the evidence we heard yesterday, I would assume that a change request or project variance analysis would have to be undertaken with respect to that?

MS. WOO:  Thorough evaluation and assessment of the need of the project to have additional resources and changes in infrastructure were determined and were assessed before a decision was made.

MR. RUBENSTEIN:  And were those documented in a change request or project variance analysis?  Or a revised business case, maybe?

MS. WOO:  There were change requests.

MR. RUBENSTEIN:  Can you provide those change requests?

MR. KEIZER:  At this stage we will take it under advisement as to whether we can or we cannot.  And that's about as far as we are prepared to go.

MR. MILLAR:  Okay.  So I will mark that as a  they will let you know, but I will mark it as an undertaking --


MR. RUBENSTEIN:  I just want to be clear, is that in response to the specific question or the question I asked previously with respect to each of them, which I assume would encompass the additional funds for each of the three bullet points?

MR. KEIZER:  I am addressing the question you just asked.

MR. RUBENSTEIN:  Okay.  Well, I am going to ask the same question for the next two bullet points, so is your response going to be the same?

MR. KEIZER:  I don't know.  I haven't heard your question yet.

MR. RUBENSTEIN:  Okay, well --


MR. MILLAR:  Do you want me to mark the one that they just gave?

MR. RUBENSTEIN:  Sure.

MR. MILLAR:  Okay.  JTC3.5, and that's to consider providing the change requests.  Okay.
UNDERTAKING NO. JTC3.5:  WITH REFERENCE TO 4A-AMPCO-92, TO CONSIDER PROVIDING THE CHANGE REQUESTS.

MR. RUBENSTEIN:  With respect to the additional $1.8 million relating -- resulting from a three-month schedule extension to allow for alignment of various activities and streamline project-related tasks, would there similarly have been a change request, project variance analysis, or similar document created to approve that?

MS. WOO:  The same process was followed.

MR. RUBENSTEIN:  And can you provide that as well?

MR. KEIZER:  The same undertaking would apply.

MR. MILLAR:  So we will keep that as part of the undertaking.

MR. RUBENSTEIN:  And in the third bullet point on the next page, where it says an additional $1.3 million in subscription fees for success factor modules, these modules bring in additional functionalities, such as compensation, recruitment, on-boarding performance and goals, workforce analysis and planning, and employee central, were the similar change request, project variance analysis, or similar documentation created for approval of that?

MS. WOO:  The same process was followed.

MR. RUBENSTEIN:  And can you provide those documents?

MR. KEIZER:  The same undertaking would apply --


MR. MILLAR:  Okay.  So that's all JTC3.5, and it's to consider providing various change request.

MR. RUBENSTEIN:  Can I ask you now to turn to 2B-SEC-72.  And maybe this is just a misunderstanding of what was asked or not.  In part B we had asked for a list of the peer utilities, and response provided, in fairness, from Gartner was:

"Gartner cannot name the members of the peer group due to confidentiality agreements with peer organizations that are standard for all our benchmarking clients."


To be clear, is that simply for the names of the peer groups?  Just to be clear, I wasn't seeking the data for those peer groups, it was just who are they.

MS. COBAN:  My understanding that it is the names of the utilities in the peer group, but I can take that subject to check.

MR. RUBENSTEIN:  Please.  And does Toronto Hydro know the names of the group -- or are you also unaware?

MR. SASSO:  Sorry, Ms. Coban, I think actually Ms. Woo can speak to what Gartner was not prepared to provide.

MS. WOO:  They will not provide the names of the peer group, as they responded in part B.

MR. RUBENSTEIN:  And is Toronto Hydro aware of the peer group or --


MS. WOO:  No, we are not aware of the names.

MR. RUBENSTEIN:  Thank you very much.

I ask you to turn to 4A-SEC-87.

MR. KEIZER:  Sorry, what was that?

MR. RUBENSTEIN:  4A-SEC-87.  An updated version was sent around.  And thank you for providing the revised response to this interrogatory.  We had asked you to provide a revised version of the 2A appendix with a number of changes.  And you did so, or you made -- you did it with some of those changes in the appendix.

I was wondering if you could revise Appendix 2K to provide all the requested revisions.  The first was to provide a breakdown of non-management composition into the PWU and Society and non-unionized category.  And then the other important change is we requested in part C a breakdown that is of the compensation that is allocated to OM&A and capital for each of those years in those categories.

MS. POWELL:  Can I just clarify your question?  So you were looking for a breakdown of the table that's displayed by category that we provided in AMPCO 100B; is that what you are looking for?

MR. RUBENSTEIN:  Well, I have to go back to AMPCO, but I know that did not provide the forward-looking information from '21 to 2024 for sure.  It didn't provide that.  So I would like for this category for the non-management to be broken down into PWU, Society, and non-unionized management. That's the first.  The second is additional columns for each of those categories breaks down what is allocated to capital and what is allocated to OM&A for each of those years.

MS. COBAN:  I just want to clarify your question.  Is it allocation by category to capital and OM&A or at the total level?

MR. RUBENSTEIN:  If it can be done by category that would be preferable.  I don't know how you're -- how ultimately you are allocated.

MR. KEIZER:  Maybe instead of us trying to answer this on the fly, Mr. Rubenstein, the best thing we can do is take away your request and consider whether we can do it, and to the extent we can do so, but -- and explain otherwise if we can't.  I mean, I don't know how the numbers will break down or whether the extrapolation -- sorry, whether the extraction of the numbers will be easy to do or the allocations will be easy to do or readily able to do, so that's -- and I don't necessarily know that anyone can do that today sitting on the stand, so --


MR. MILLAR:  JTC3.6.
UNDERTAKING NO. JTC3.6:  TO REVISE APPENDIX 2K TO PROVIDE ALL THE REQUESTED REVISIONS.

MR. RUBENSTEIN:  Almost done.  Can I ask if we can go to 4A-SEC-89.  So in response to part E of this question, the response is:

"There are certain grades where there are few benchmark positions or incumbents.  Actual salaries for each benchmark position have not been provide preserve the confidentiality of paid individuals in these propositions.  The table below, provided by Toronto Hydro, shows average salaries and total cash compensation by non-union salary grade and bargaining unit for the period ending December 31st, 2017, including the average and actual incentive pay as a percentage of employees."

When I compared the grades to what was in the report, it was all of them.  So I am unclear on that first sentence where -- the first two sentences where you say you can't provide for some.  Which ones did you not provide them for?

Maybe you don't need to compare the documents right now, but it's probably best to do it by way of undertaking. But it appears to be -- I was just confused by that.

MR. KEIZER:  So your question is that in the report itself, all of the grades are provided, but --


MR. RUBENSTEIN:  This appears to match all the grades in the report, and yet you say you didn't provide it for some.  So I am confused by that.

MS. POWELL:  This does include all of the grades.

MR. RUBENSTEIN:  So then where you say there are certain grades where there are a few benchmark positions or incumbents wherein you say actual salaries for each benchmark position have not been provided to preserve the  confidentiality of paid individuals in these positions, what do you mean by that?

MS. POWELL:  We actually did provide, this does represent all of the -- this is the average for each of the grade levels.

MR. RUBENSTEIN:  So then the answer is the same if you had struck out those two sentences?

MS. POWELL:  Correct.

MR. RUBENSTEIN:  Okay.  Thank you.  Can I ask you to turn to 4A-AMPCO-101D?  And in part D, you were asked to provide the total number of vacancies for each year between 2015 and 2018.  And you provide a table that has, as I understand it, the annual vacancies at the end of the year, correct?

MS. POWELL:  That is correct.

MR. RUBENSTEIN:  So I take it then, for example, in 2018 on December 31st, there were 24 unfilled positions.  Is that what that means?

MS. POWELL:  Correct.

MR. RUBENSTEIN:  Do I take it, then, that on average in 2018, there is a -- you have some amount of vacancies at any given time that is at least 24?  If I look at 2017, there is 143 and at the end of 2018, it's 24 -- that some number in between, you don't know what that number is, at any given time is a vacancy.

MS. POWELL:  Correct.

MR. RUBENSTEIN:  Can I ask for the budgeting process on a going forward basis -- let's use 2020, where you're budgeting for both capital and OM&A.  Have you built in a number for vacancies?

MS. POWELL:  We have.

MR. RUBENSTEIN:  What is that number?

MS. POWELL:  Subject to check, but we budget roughly 25 FTEs per year into the budget.

MR. RUBENSTEIN:  What is the basis of that number?

MS. POWELL:  It's based on historical averages.  The numbers that you are looking at here in FTEs, it's based on historical averages.  We apply a half-year rule.  So we assume that it will take roughly half a year, give or take, to fill a vacancy.  So it's 50 times .6, 6/12ths.

MR. RUBENSTEIN:  Why would you use a half year?  As I understood this, at any given time, there's vacant positions and I am just -- maybe you can just first help me understand how you derive the 50.  Maybe that will explain the use of the half-year rule.

MS. POWELL:  I just want to clarify the distinction between head count versus FTEs.  So head count, when there is a vacancy, generally when we convert that to an FTE, it's a lower number.

MR. RUBENSTEIN:  Okay.  But still, where does the 50 come from?  You said you use 50, then you use a half year. How do you get to the 50?  What data is that based on?

MS. POWELL:  I am sorry I am having --


MR. RUBENSTEIN:  What data is that based on for the 50?

MS. POWELL:  It is based on historical averages.

MR. RUBENSTEIN:  Of what?

MS. POWELL:  Of past vacancies.

MR. RUBENSTEIN:  So I am unclear what the half-year rule, or the half-year -- you say it takes half year to fill a position.  I am unclear of what the relevance is to the vacancy calculation.

So for example, if it took a day to replace a departing employee, but on average at any day you have 25 or you have 50 people who are shuffling out of the company and there is a vacancy at any given point.  What does it matter for the vacancy calculation how long it takes to fill it?

MS. POWELL:  There are certain roles that take longer, depending on the specific skill set that's required, and there are some roles that don't necessarily take as long.  So on average, we balanced it out to a half-year rule.

MR. RUBENSTEIN:  I recognize that's an average.  But I don't understand how that relates to the vacancy calculation.  If we take a look here at your table, at the end of 2018, there's 24 and at the end of 2017, there was 143.  So if I split that in two, say that was an average, for example, on any given day there's that many vacancies.

What does it matter how long it takes to fill those positions if, on average any given day, there is a certain amount of people vacant?

MS. POWELL:  When we are talking about the half-year rule, that's looking more at the mechanics of how we do it. But at a high level for our budgeting purposes, what we have determined is the 25 vacancies for the FTEs is what we apply for our budget.

MR. RUBENSTEIN:  Okay.  And just how that translates into the actual 2020 budget, how do you distribute that to the various pay grades, and between management and union?  How is that actually built into when we see the FTE numbers?

MR. ZENI:  Their location to the different positions is also based on historical experience and using average salaries per position.

MR. RUBENSTEIN:  Maybe it's best then if you can provide for 2020 essentially what, if not for the -- if you could show us where the -- how you've allocated the 25 vacancies and what is the average salary that you've, I guess, not included, so we have a better understanding of how this is done.  Are you able to do that?

MR. SASSO:  I guess, Mr. Rubenstein, we have been trying to figure out how we can help you out here, so what we are hoping is that what we have explained, these 25, it's an average salary, we are looking at the actual positions, we looked at some charts just a few minutes ago that showed the breakdown of the salaries and the compensation across the company, and so those are the parameters that we are drawing in when we are doing those calculations.

So, you know, I think the average number on those tables, subject to check, was in the ballpark of 125- or $150,000 for an all-in cost of an employee, and we are -- when we looked at those charts, we could pull them back up, but I think if you were going back to those compensation benchmark charts across the range, we were looking at compensation levels in the range, you know, sort of on average in the 125 on that chart.

MR. RUBENSTEIN:  Well, sorry, was the calculation you took 25 employees and you multiplied it by the average employee?  Or was it you've made assumptions that some are going to be PWU and some are going to be non-executive management?  That's why I am interested in seeing the actual calculations.  I don't --


MR. ZENI:  It's based on an average salary for all employees.

MR. RUBENSTEIN:  For all employees?

MR. ZENI:  Yes.

MR. RUBENSTEIN:  So would then the calculate -- if essentially you had no vacancy rate and you added 25 FTEs to the 2020, would it essentially be 25 times whatever the total compensation cost divided by FTEs were?  Would that be the calculation?

MR. ZENI:  Subject to check, yes.

MR. SASSO:  If we were to have no vacancies in 2020, then we would have 25 unfunded positions relative to the proposal in front of the board.

MR. RUBENSTEIN:  No, I understand.  But just say you updated your evidence for that situation, that you were going to add those 25 employees.  What would be the added compensation costs?  Would it simply be 25 times, go to the 2K form, take the total compensation line, divide it by total FTEs so you get the total average compensation of all your employees?  Would that be the calculation?

MR. ZENI:  Yes, that's correct.

MR. RUBENSTEIN:  Okay.  Those are my questions, thank you very much.

MR. MILLAR:  Thank you, Mr. Rubenstein.

I think Staff is going to go next.  It will be Mr. Gluck and then me.
Examination by Mr. Gluck:

MR. GLUCK:  Good morning.  My first questions are related to 1C-Staff-48, and I understand that undertakings will be taken, so I am just going to ask my questions on the record.  This is with respect to part J of that interrogatory.

What constitutes a majority of Toronto Hydro Electric System Limited's independent directors based on the current makeup of the board of directors?

MR. KEIZER:  Sorry, you want to mark that as an undertaking?

MR. GLUCK:  Please.

MR. KEIZER:  Okay.

MR. MILLAR:  Okay that's JTC3.7.
UNDERTAKING NO. JTC3.7:  TO ADVISE WHAT CONSTITUTES A MAJORITY OF TORONTO HYDRO ELECTRIC SYSTEM LIMITED'S INDEPENDENT DIRECTORS BASED ON THE CURRENT MAKEUP OF THE BOARD OF DIRECTORS.

MR. GLUCK:  In response to part D of the same interrogatory, Toronto Hydro provided an appendix, and it's Appendix C to that question, which is a checklist that the board of directors look at to determine whether a dividend should be paid and the amount of dividend that should be paid.

Please confirm that this analysis is the basis for the determination of the dividend payment from THESL to Toronto Hydro Corporation and not the shareholder direction on dividends.

MR. KEIZER:  That's fine.

MR. MILLAR:  That's JTC3.8.
UNDERTAKING NO. JTC3.8:  TO CONFIRM THAT THE ANALYSIS IS THE BASIS FOR THE DETERMINATION OF THE DIVIDEND PAYMENT FROM THESL TO TORONTO HYDRO CORPORATION AND NOT THE SHAREHOLDER DIRECTION ON DIVIDENDS; TO ADVISE WHEN APPENDIX C WAS FIRST PROVIDED TO TORONTO HYDRO'S BOARD OF DIRECTORS AND WHETHER THE CHECKLIST WAS EVER UPDATED.

MR. GLUCK:  And in connection to that, can you please advise when Appendix C was first provided to Toronto Hydro's board of directors and whether the checklist was ever updated?

MR. KEIZER:  That's fine.

MR. MILLAR:  So that's part of the same undertaking.

MR. GLUCK:  Thank you.  My next question is related to 3-Staff-107.  In Table 1 to this response there are numerous sales of property and fleet equalling $6.7 million that occurred over the 2015 to 2017 period.

Can you please explain why it would be reasonable to expect that there will be no sales of this nature during the forecast period?

MR. ZENI:  At the time of the creation of the plan we did not have a plan for further disposition of properties.  Once properties assess to be decommissioned, there is a process that we follow to assess potential future use of those properties.  So some potential future use can be related to switch gear growth, energy storage, so before we make a decision of disposing a property there is an assessment and consideration that needs to be done.

MR. GLUCK:  Okay, I understand that.  But can you confirm that the net gain on the sale of these types of assets form part of the revenue offsets of the utility on a forecast basis and on an actual basis, I guess?

MR. ZENI:  What the table shows is the gains impacting years revenue offsets for the actual period between 2015 and '17.

MR. GLUCK:  And I understand that you -- what I think you have said to me is that you haven't done your analysis yet as to what assets will be sold -- may be sold during the forecast period.  But would you agree that given historically you have sold significant amounts of these assets that some level of property and fleet will be sold during the forecast period?

MR. ZENI:  Like I said, at the time of the creation of this plan, we don't have a plan for further disposition of properties.

MR. GLUCK:  Okay, thank you.

Moving to 4A-Staff-118, please.  In response to part A of that interrogatory, Toronto Hydro notes that the bad debt expenses included as part of the collection segment of the OM&A budget, and that the 2020 bad debt expense is forecast to be 6.8 million.

This compares to actuals in 2016 and 2017 of 5.2 million and $5.3 million respectively, and that can be found at Exhibit 9, tab 1, schedule 1, page 30.

Can you explain why there would be an expected increase in bad debt in 2020 relative to those amounts?

MS. PAGE:  The bad debt amount is subject to accounting changes, so there's provision formulas that go along with the bad debt.  We forecast bad debt based on a number of factors, both controllable and uncontrollable.

In 2020, we are anticipating seeing some lag effect of the winter disconnect moratorium having an impact, as that program plays through and we are less able to collect from customers all year round.

We are anticipating that's a bad debt that's going to start increasing, but it takes a couple years of lag to play through the system.

MR. GLUCK:  Okay, thank you.  This is with respect to 4A-Staff-122, please.  Can you please advise whether the 2015 DSP costs were included in the 2015 one-time application costs as part of the last proceeding, or were they treated as they are now, as part of the regular planning costs of the utility?

MR. SASSO:  So in 2015, the intention was that they would be included as part of the overall OM&A.  But during the draft rate order process, they were separated out.  And so there is a different treatment that we are proposing this time, which is to include 1/5th of the total amount in each of the annual years for 2020 through 2024.

MR. GLUCK:  So for this application, you are saying you have divided the cost of the DSP by five, and only included in your OM&A budget 1/5th?  Or is the whole amount of the DSP included in 2020?

MR. SASSO:  Sorry, when you say the DSP, are you referring to the rate application as a whole?  Or maybe I misunderstood your original question.

MR. GLUCK:  Yes, I am referring to the application.  And I think we talked about this -- I talked about this with the panel yesterday, and what I understood from that conversation was that the DSP is part of your normal planning.  And because it's part of your normal planning, you have included it as part of -- I am forgetting which program, but one of your OM&A programs, the planning and management planning program.

And from my understanding yesterday, the entire cost of the DSP is sort of being forecast going forward as an ongoing cost and there is no application of the concept of dividing by five in that.

MR. SASSO:  Sorry, Mr. Gluck, I misunderstood your original question.  I think the reference to 4A 122 threw me a little there, because that's a reference to our rate application costs, rather than the costs embedded within our engineering planning function.

So I may have misspoken in my original comment there. Costs that are performed as part of the engineering process, normal course expenditures, those are included in our OM&A for a given year.

So those would not be projected forward into the 2020 to 2024 period.  Those would simply be costs absorbed as part of our OM&A budget in the years in which they occurred.

MR. GLUCK:  And that's true also for 2015, is that correct?  The same costs that I am trying to talk about, which are your DSP-related planning costs, in the last application were those costs considered normal, ongoing OM&A costs, or were they applied the one-time treatment that is applied to the application?

MR. SASSO:  The former.  So specifically, normal course engineering costs that informed our 2015 CIR were included as part of OM&A in that proceeding, just as they are in this proceeding.

MR. GLUCK:  Okay, that's great, thank you.  Moving to 4A-Staff-125, and this is with respect to your allocations and recoveries, and specifically the on-cost recovery and fleet recovery.

What I am trying to understand here is it's largely a presentment of your application question.  I am trying to understand what I am looking at when I look at your OM&A budgets and your capital budgets.

So it seems from your response to part B to 4A-Staff-125 that the OM&A budgets for fleet and equipment and supply chain services programs, they are both -- those would be considered gross numbers.  So it's the total number before you apply the on-cost recovery and the fleet recovery, is that correct?

MR. ZENI:  Yes, that is correct.

MR. GLUCK:  And for the programs, both capital and OM&A that are assigned these recoveries, both fleet and on-cost, how are those numbers shown?  Are those gross numbers as well before the application of these recoveries, or are they net numbers that have already been applied to recoveries that we are talking about?

MR. ZENI:  So if I can clarify, what you are asking is how these costs are allocated to those programs, both OM&A and capital?

MR. GLUCK:  Maybe I should open the -- is the response open?  Yes.

So in table 1 and in -- I think the next table, yeah.  In both those tables, it shows which programs the recoveries go to.  So I know where they go.

I am asking about the presentment of the budgets for those programs in your application.  Are they net of these allocations or are they gross of these allocations, like before the application of these recoveries?

MR. ZENI:  So for example, the OM&A programs, each of the OM&A programs will include an allocation of costs related to on-cost and fleet.  So --


MR. GLUCK:  The gross number?

MR. ZENI:  Yes.

MR. GLUCK:  It includes it?

MR. ZENI:  Yes, the recovery for on-cost and fleet happens in a separate program called allocations and recoveries.  So the fleet department and the supply chain department will incur costs.  There will be a recovery in this other program called allocations and recoveries, and that will transfer cost back to each specific program within OM&A and capital.

MR. GLUCK:  So the same is true for capital?  Both the actual capital programs and the actual OM&A programs include the assignment of this recovery and the presentment of the budget for these programs?

MR. ZENI:  It includes allocation of costs, yes.

MR. GLUCK:  Okay, thank you.  One last question for me.  In table 1 to 4A-Staff-126, Toronto Hydro provided a list of its sole source contracts.  And for a number of those sole source contracts, the rationale was that buying from the manufacturer directly resulted in efficiencies.  Most of those are near the bottom of the table.  I think there's four or so where that's the rationale for the sole source.

And can you confirm that before sole sourcing from these manufacturers you did consider other options and the prices for those other options from other manufacturers or distributors?

MR. NAHYAAN:  Sorry, can you clarify the question once again?

MR. GLUCK:  Sure.  Can you please confirm that you considered all the potential options and prices for those services or equipment prior to sole sourcing from these manufacturers?

MR. NAHYAAN:  So the manufacturers who are mentioned here, they would have been awarded the original contract to those specific products through a competitive process, yes.  This was -- this sole source was purely about whether we sourced those manufactured products through a supplier or directly from a manufacturer.  In this situation we went directly to the manufacturer to source those equipment to incur savings for Toronto Hydro.

MR. GLUCK:  Okay.  So in the first instance there was a competitive process.  This is sort of a renewal.  You were already buying those products and services and you have renewed by going directly to the manufacturer of those same products?

MR. NAHYAAN:  You are correct.  Except it isn't necessarily that it was just part of the renewal, it happened mid-term, yes.

MR. GLUCK:  Oh, okay, okay, thank you.  Mike?
Examination by Mr. Millar:


MR. MILLAR:  Thank you, Mr. Gluck.  And good morning, panel.  My name is Michael Millar.  I have just a couple of questions for you.  Many of them relate to the Mercer report, and I don't think there's anyone from Mercer on the panel, so we may have to do some undertakings, but we will see where we go.

Can we start by turning to 4A-Staff-135, and in particular response A to that interrogatory, which I think is on page 2.  And Staff had asked you about whether you used the mid-range of the salary band when conducting the analysis, and the response is:

"Job rates reflect the target pay for a fully competent employee.  This reflects the mid-point of the salary range for non-union positions and the end rate of the salary range for Society and PWU represented positions."

I looked through the study and I couldn't find any definition of what "end rate" means.  Is anyone on the panel able to explain that to me?

MS. POWELL:  The end rate is representative of the top rate that is found in the collective agreement.

MR. MILLAR:  So in other words the most -- the highest amount that a person in that position could earn?

MS. POWELL:  The fully competent level, yes.

MR. MILLAR:  Is there a difference between the fully competent level and the most a person can earn within that band?

MS. POWELL:  It is the same.

MR. MILLAR:  It's the same thing, okay.

Do you know why the mid-point was chosen for one category and the end rate was chosen for the unionized members?

MS. POWELL:  For the non-union members the job rate is typically -- that's industry practice.  You benchmark the job rate, you don't typically look at -- because different companies use different salary range sizes, so the best way, really, is to compare job rate.

MR. MILLAR:  So is the job rate the mid-rate or the end rate?

MS. POWELL:  The mid-rate.

MR. MILLAR:  Okay.  So why was the end rate chosen for the unionized positions?

MS. POWELL:  The unionized positions, we typically look -- we always compare when we are benchmarking, we compare top rates --

MR. MILLAR:  So that's standard industry practice?

MS. POWELL:  Standard industry, yes.

MR. MILLAR:  Okay.  Okay, quickly, still on this interrogatory -- it's just a housekeeping matter, I think.  On response C, you note that within the Society only one position was benchmarked, and that's engineer.  And then if you look at the chart on the next page, it shows under Society 64.  So I am assuming that means 64 engineers were benchmarked?  Those are all engineers?

MS. POWELL:  That is correct.

MR. MILLAR:  Okay.  So I was a little bit confused, because if you turn up AMPCO -- 4A-AMPCO-100.  Sorry, I am at 4A-AMPCO-100, Appendix A, pardon me.  You see the chart there, and I am assuming the date of this study -- the study is dated January 2018, so I am assuming the data is from 2017?

MS. POWELL:  Yes.

MR. MILLAR:  So I see there appear to be only 60 employees total from the Society in 2017.  Is that just a matter of when you did the count?

MS. POWELL:  Exactly.  It was a different point in time when we were looking at the study.

MR. MILLAR:  Okay.  That's helpful, thank you.  I don't need to pursue that any further, I don't think.

Okay.  I am moving now to response E on the same interrogatory, 4A-Staff-135.  And this is genuinely a clarification question that maybe I am just missing something.  But if you look at response E on page 3, starting at line 4, it states:

"The bottom of the table at page 4 of the study provides overall Toronto Hydro positioning relative to the 50th percentile of the market, e.g. 100 per cent of the market, relative to the energy peer group and general industry peer group on a total remuneration basis."

Could I ask us to turn right to the Mercer report, which is Exhibit 4A, tab 4, schedule 5 -- 4A, tab 4, schedule 5.  And the chart that's being referred to in that interrogatory is on page 4.  And you will see there's
the -- this is where I am a bit confused.  I am having trouble understanding what -- you see there's overall at the very bottom, and then if you kind of go across it says 98 per cent under base, and 99 for TTC, 100 for TRem, it continues on.

What are those numbers referring to?  When we look at 98 per cent under base, 98 per cent of what?  And again, I appreciate this is Mercer's work, and if you need to undertake an undertaking for that that's fine, I just, I couldn't figure out what those numbers were telling me.

MS. POWELL:  You are correct.  I mean, this is Mercer's work, but it's my interpretation that it's 98 per cent, so it's basically, we are 2 per cent overall under market.

MR. MILLAR:  Okay.  So if we sort of totalled up all of those numbers above on an overall basis you would be -- I mean, for all of them you are almost exactly at market, it looks like, but 2 per cent under for base, 1 per cent under for TTC, and exactly at market for total remuneration?

MS. POWELL:  Yes.

MR. MILLAR:  And then the numbers -- okay.

MS. POWELL:  That is my interpretation, yes.

MR. MILLAR:  I am not going to make you take an undertaking on that or anything, but will you be in touch with Mercer?  I will trust you to let us know if that understanding is incorrect.  I kind of thought that might be what it was, but I wanted to confirm that.  Okay, thank you for that.

The next question relates to Staff 137, but I think it might actually be easier just to stay with the Mercer report.  And if we go to page 6, you will see the second-last paragraph, the last sentence, and this is discussing pension benefits for some of your unionized employees.  You will see that second-last sentence says:

"Many comparators have a fixed employee contribution, with the employer contributing the balance, positioning PWU and Society employer provided benefits in the first market quartile (up to the 25th percentile) relative to other organizations that provide a defined benefit plan among the energy peer group."

And this may sound like a silly question, but when I did some of the math I was having some difficulty.  When you say "first market quartile", or when Mercer says that, do they mean that the benefits are relatively high compared to the mean or relatively low?  In other words, is this the top quartile or the bottom quartile?

MS. POWELL:  They are referring to the bottom quartile.

MR. MILLAR:  So what this is saying is that the pensions for the PWU and the Society are in fact lower than those of their comparators in other organizations?

MS. POWELL:  If you refer to the chart that's directly above that paragraph --

MR. MILLAR:  Yes.

MS. POWELL:  -- and you are looking at the energy graph in particular, you can see that Toronto Hydro is the red dot, so they are saying that we are in the bottom quartile.

MR. MILLAR:  Well, bottom quartile; but if you look on the side it says "employer contribution percentage of salary", and let's just take the PWU, for example.  They are at, you know, 10 -- 11 per cent or something like that, and -- whereas the mid-range is about 15 per cent?

MS. POWELL:  Correct.

MR. MILLAR:  So that's saying that the PWU employees actually pay less relative to their comparators.

MS. POWELL:  This is employer contribution.

MR. MILLAR:  So the -- pardon me.  Okay, so the employer pays less, so this speaks to the amount that goes into the pension.

MS. POWELL:  It's a combination of both benefits and pensions.

MR. MILLAR:  Okay, benefits and pensions.  So the employer amount is less for the PWU and less for the Society.  And then for the other ones, it's -- if you look at management, it's closer to the midpoint for one and a little bit low for the other one.

MS. POWELL:  Actually, let me just -- I am sorry, let me correct myself.  That's -- this is dealing strictly with pension.

MR. MILLAR:  Yeah, this one says just pension.

MS. POWELL:  Yes.

MR. MILLAR:  Okay, thank you for that.  Thank you panel, those are my questions.

So that's it for Staff.  We are about 10:45.  We have a little bit of time before the morning break.  Would anyone like to get started?  I don't think we've done a schedule.  Who would like to go next?  Mr. Garner?
Examination by Mr. Garner:

MR. GARNER:  I think I can go next, I am not quite sure.  I may have some questions that you may not be able to address.  You may have heard the tragedy yesterday.  I wasn't able to have my questions asked to the other panel.

So some of them you may be able to answer.  And, Mr. Sasso, because you are on the panel, I think this one you may have been able to answer best in any event.

Yesterday, there was a lot of discussion about Copeland and litigation, and potentials for awards.  And when that discussion was happening, one thing that occurred to me was if Toronto Hydro were to be beneficiary -- probably isn't the right word -- of an award, is there a mechanism that you have created in your application in order to capture that award and have it paid back to customers, et cetera?  Have you asked for a deferral account, or some way to make sure that's captured for the award?

MR. KEIZER:  I am not sure Mr. Sasso is able to answer that or not, but...

MR. SASSO:  Well, I think it's probably best dealt with by our rate framework panel, which is number 3.

MR. GARNER:  Okay.  I will leave that out there and they can consider it.  It may not -- maybe someone can address it at some point in time, maybe before we are finished.

The second question I have is just following up with Mr. Rubenstein's questions this morning about the FTEs.  One of the things that you said -- and I have heard it many times before, so it's not unusual -- but it's the problem, so to speak, of taking head count and turning them into FTEs.

So when you do appendix 2K for the benefit of the Board in setting your rates, am I correct that you take your head count that you have every year and you convert it in some fashion into the categories to FTEs?  Is that what you do?

MS. POWELL:  Yes, that is correct.

MR. GARNER:  And what is that formula?  How do you take a head count, and how do you convert that head count into an FTE?

MR. ZENI:  It's not really a formula.  It's more like FTE accounts for the time that that head count was in the organization.

So, for example, if you hire one head count in July, that is half an FTE.  It means that that position was in the organization for half a year.  So that's a logical head count to FTE conversion.

MR. GARNER:  So when you are doing your rate application, which is a bit -- I guess esoteric might be the word from your actual operational needs when you are doing head counts, that sort of thing.  When you do your application, are you taking last year's head count and making a conversion to do up your schedules?  Or are you simply using your last schedule and upgrading that somehow?

So are you actually using head count data each time to project both -- not just your historical, but then also to project your future?

MR. ZENI:  When we build a head count plan, the way it's done is that you have an opening balance coming from your prior year -- in the case of this application, probably it was 2016 actuals -- and then you apply a forecast for expected additions and exits.

And depending when those additions and exits happen, that will derive the FTE to head count conversion, or head count to FTE conversion.

MR. GARNER:  That's all done on head count, right? That's the way you are doing that?

MR. ZENI:  So you plan for head count additions and exits.  So if an addition happens sometime in the summer, that means that you are adding half an FTE.

MR. GARNER:  Okay.  The reason I ask is -- is it then, if one were trying to, as Mr. Rubenstein was trying to do, is get an understanding of how the vacancies are factored into the forecast costs of compensation.

Is there then -- it sounds like there then must be
a -- formula may be the wrong word, but a methodology in which you're taking that same head count and turning that into a vacancy number, because you have a head count and then you have a vacancy.  Are you doing that type of exercise?

MS. POWELL:  We are using our best estimate when we are looking at the forecasted exits and hires, and converting those to FTEs.  And this is actually the first time in this rate application where we are discounting for a vacancy lag.

MR. GARNER:  Is it possible to show us how you did that for your forecast for 2019, how you took your head count and converted it into an FTE for the class?  And then show us how the vacancies were done so we can see the demonstration of how you converted your -- what I call your practical way of dealing with compensation to your regulatory way of showing it?  2020, I am sorry, thank you.

MR. ZENI:  Yes, we can do that.

MR. GARNER:  May we have an undertaking?

MR. MILLAR:  Yes it's JTC3.9.
UNDERTAKING NO. JTC3.9:  TO PROVIDE A DESCRIPTION OF THE PROCESS FOR FACTORING VACANCIES INTO FORECAST COMPENSATION COSTS FOR 2020

MR. GARNER:  Thank you.  Now on the same issue, can we turn up 4A-Staff-119?  Or the issue of compensation, excuse me.  And there's a table 1 at page 2 of 2 in that interrogatory.

I was curious as to this.  Between 2015 and 2017, there is a fairly significant -- let's say, call it 12 percent jump in the number of FTEs that are going into the HR and safety sector of the utility, and it then declines slightly.

But I wonder if you could -- is there a sense of what was the -- is that a shift in people, or a shift -- or new responsibilities?  Why is there such a large increase?  Perhaps I have missed it in the evidence, and if it is in the evidence, just refer me to that.  I do recall in the evidence there being issues about challenges about hiring, et cetera.  But I was looking for something more specific.

MS. POWELL:  There was an increase between '16 and '17 of eight FTEs, and that was due to -- there was some timing issues of when we were hiring, and it was also to cover off some employees who were going off on leave.  But then it went back down from '17 to '18.

MR. GARNER:  Sorry, yes, that's what the numbers show.  What I was wondering is there seems to be, even if then you want to go to 2020, there remains a significant increase in the HR and safety area, which, because it's not operational, I was wondering if you could provide us with a sense of why that is?  I mean, it's operational, sorry, but it's not -- distribution operations is what I mean.

MR. KEIZER:  Sorry, which increase are you referring to, Mr. Garner?

MR. GARNER:  Well, the explanation is that, you know, part of the increase between 2015 is as I -- is backtracked in 2018, if I can say that.  That's what I have just heard.  And I see that in the chart.  It's gone from 62 to 70 and then down to 67, let's say.

The question is then you can -- I said why did it go from 62 to 70, and the response in essence is, well, it went from 62 to 67, five people instead of the eight people.  So the question remains is why five people then?  Because your explanation is some people came and then some people left, there was some delay.  But net, net there is a large increase.

MS. POWELL:  The incremental five FTEs over this time period, I mean, this function supports our operational folks.  We have got a health and safety team that work very closely with our operational staff, and we have got lots, as you know, lots of complex projects that are being worked on within Toronto Hydro, and they need support from a health, safety, and environment perspective.

MR. GARNER:  Sure, but what would be wrong with my argument to say, well, the, let's call it 8 percent instead of 12 percent net increase -- and I am not sure what it is, but let's just use that as the number.  If I were to calculate that the actual FTE increase of Toronto Hydro is 4 percent, then I would say, well, why is this area that supports basically the population of employees going up more than the population of employees?  That doesn't seem logical to me.  What's wrong with that?  How am I making a mistake in that?  What increment happens in HR that requires a large increment in staff, is what I am getting at.

And if you want to stand with that answer you have given I am perfectly happy with that.

MS. POWELL:  In addition to health and safety we also have training, and there has been an increase in the number of legislative and compliance training as well, so we also support the operational staff for that.

MR. GARNER:  Okay.  Let's leave it like that.

If I could ask -- I am going to switch tacks a bit.  If I can ask --


MR. MILLAR:  Mr. Garner, we are probably close to a morning break now, so if you are switching areas of questions, we will take the break now.

MR. GARNER:  Sure, that's fine, Mr. Millar, thank you.

MR. MILLAR:  Okay, let's come back in 20 minutes.
--- Recess taken at 10:57 a.m.

--- On resuming at 11:19 a.m.

MR. MILLAR:  Mr. Garner, are you prepared to continue?

MR. GARNER:  I am.  I don't have many more, and they are all softball questions.

The next -- well, actually I would like to follow up on something Board Staff had asked in their questions this morning.  It was when Mr. Gluck was asking about bad debt and the increase in bad debt.  And as I heard the answer to that increase was -- one of the things that was talked about was the moratorium on winter disconnection as being a factor, and I think that's an interesting speculation.

What I am really wondering is what evidence Toronto Hydro has of that, because -- the reason I ask is in the interim of the winter moratorium, the two things I have on my mind when I ask that is, one, what was Toronto Hydro's winter disconnection policy prior to the moratorium; and how much does it differ in any event -- maybe I will start with that just as a question.

Does it differ significantly, the moratorium from the actual traditional practice of the utility?

MS. PAGE:  Prior to the moratorium, during winter months or during the summer if it was very hot, then Toronto Hydro would install a timer rather than doing a disconnection.  So we would put a timer that limited the amount of hours in a day that a customer was disconnected.

MR. GARNER:  Yes, I understood those were called load limiters.  Is that what you are talking about?

MS. PAGE:  It's load limiter timer.

MR. GARNER:  Thank you.  The other thing that's occurred since that -- let's call it the olden days, the government assistance programs, the OESP and the LEAP programs of the Board.

What I am wondering is -- well, in my mind, it's speculative to say that the moratorium impacts bad debt.  Is there any evidence that Toronto Hydro has gathered in order to support that statement?

MS. PAGE:  The bad debt is an accounting provision to a large extent, and it follows the accounting provision rules.  Part of the accounting provision is based on the amount outstanding in your accounts receivable, and the active accounts receivable balances have increased during the winter months and haven't -- and don't necessarily return quite to normal in the summer months.

MR. GARNER:  So you're saying that you have evidence of a trend in the increase in bad debt over a period of time and you've --


MS. PAGE:  We are starting to see that trend play through.  In addition to the winter moratorium, there's also factored in the increase in the customer base as well that's impacting the increase in 2020.

MR. GARNER:  How did you define that?  How was that trend defined?  What's the formula that defines what's called a trend in your mind?  Is there something formulaic about it?

I mean, a trend can be this year was higher than last year, right; that is, I guess, a trend.  But are you talking about something more rigorous than that?

MS. PAGE:  The trend is identified in the provisioning formula.  So it's a percent of the accounts receivable balance.  So as the accounts receivable balance is changing, and we do look at those month to month year to year, then we see a trend upwards.

MR. GARNER:  Well, perhaps you could do this for me.  Is it possible for you to identify the time period over which you were looking at accounts receivable in order to define your trend, and then provide us the numbers in the account receivable?

So what I would like to be able to see is what this trend is and how you came to that conclusion.  Do you think that's something that can be done?

MR. KEIZER:  Sorry, when you say you want to see the trend of the accounts receivable, is that what you are asking, sorry?

MR. GARNER:  Well, Toronto Hydro is seeking to incorporate an increase in bad debt, as I understand it, in their application.  That's supported by a statement that says there's a trend in increasing bad debt.  What I am asking is, okay, demonstrate that trend to us.

I mean, I can see a number that goes up from year to year.  Is that what you are saying?  What's the trend that you're relying upon, and if you can show us that trend that you're saying this is what we rely upon in order to come to that number, that would be helpful, Mr. Keizer.

MR. KEIZER:  Effectively an historical profile?

MR. GARNER:  I have no idea; that's why I am asking the question.  That's my question, is what did you use and how did you get to that trend.  You make the statement, but what's the supporting evidence?

MR. KEIZER:  So I guess to the extent that my understanding of what we would do, or be able to undertake to do, is attempt to look at what data was available in order to see whether we could demonstrate some form of a trend, as you describe it.

MR. GARNER:  That's fair.  I am only looking at what you relying upon.

MR. KEIZER:  That's fine.

MR. MILLAR:  So it's JTC3.10.
UNDERTAKING NO. JTC3.10:  TO PROVIDE DATA DEMONSTRATING A TREND IN INCREASING BAD DEBT


MR. GARNER:  Thank you.  Could I ask now that you turn up 2B-Staff-98, and I think I will challenge Ms. Coban about putting up two documents.  I want to compare that document, I believe, to 2B-AMPCO-23, but you don't have to pull that up.

If you please first pull up 2B-Staff-98.  If I have got it right, this is about vehicles.  And I think some place in this interrogatory, if you can scroll down -- or maybe I will try and find it myself.

I think some place in this response, or maybe one to Mr. Hann, but I believe it was in this response.  We were talking about there being more vehicles and a bigger budget this year, and I believe this is the response that says there isn't any increase in the budget for vehicles.  And I think that's either implied in here, but there is also, and I apologize, a similar interrogatory from Mr. Hann that talks about that.

But really if you go to 4-AMPCO-23, why I want to bring that one up is that AMPCO at that place asks about what programs are stagnant, what programs are accelerated, which programs are being scaled back.

And in that response one of the things that is said is that the vehicle -- if you scroll down, Ms. Coban -- one of the things I believe it says in there is that in fact the vehicle budget is being accelerated, which seemed to be at odds with the answers given by -- in the OM&A areas that you are looking at and you are talking about today.

And I am a little bit -- you will see here fleet and equipment is being accelerated.  So I was a little bit confused on that.  Is Toronto Hydro actually accelerating
-- in this response, it says it's accelerating its vehicle program, and in other places it says no, it's not accelerating its vehicle program.

Maybe you can just help me.  Which one is it?

MR. NAHYAAN:  It might be the pertinent definition of the word accelerated that might be creating confusion between the responses.

MR. GARNER:  So in your mind, is there any change in the vehicle acquisition program, other than what's being explained about -- I believe what's being explained right now is that it's not the number of vehicles, it's really the type of vehicle that's driving the cost and the higher cost of bucket trucks vehicles are driving a bigger increase; have I got that right?

MR. NAHYAAN:  That is correct.

MR. GARNER:  Okay.  So then I won't read too much into 2B-AMPCO-23.  Thank you with that.

MS. GIRVAN:  Mark, can I just interject?

MR. GARNER:  Yes, certainly.

MS. GIRVAN:  Yesterday there was a discussion -- are we talking about the fleet?  Is that what you are referring to?

MR. GARNER:  Yes.

MS. GIRVAN:  Okay.  Yesterday there was a discussion and I asked a question regarding BOMA number 20, and it talked about how the fleet has been reduced and over the term of the plan, right-sizing is expected to continue in 2024.  And that, to me, is inconsistent with what Mark was just asking about.

MR. NAHYAAN:  Maybe you can explain the inconsistency.

MS. GIRVAN:  Well, Mark said that you are accelerating your fleet acquisition, which, it sounds to me like you are reducing your overall fleet.

MR. KEIZER:  No, I think what the witness said was that the types of vehicles that are being acquired are driving the capital budget increase, but the number of vehicles are not increasing; is that correct?

MR. NAHYAAN:  Yeah, that is correct.

MS. GIRVAN:  Okay, okay, thank you.  Sorry.

MR. GARNER:  Thank you.  Again, this is two interrogatories that I am a little confused at.  And they were VECC 4A-VECC-33, and the other one, Ms. Coban, is 4A-Energy Probe-53.  And --

MR. SASSO:  Sorry, Mr. Garner, just so you are aware, Ms. Coban is counsel.  We have Mr. Lenartowicz is actually operating the monitors.

MR. GARNER:  Oh, I'm sorry, that was my --

MR. SASSO:  No problem.

MR. GARNER:  Thank you.  I'm sorry, Ms. Coban.  I was thinking something else in my head.

Yeah, anyways, we have 4A-VECC-33 and 4 Energy Probe 53.  And here is where these questions all go.  They go to E-billing, and what I am trying to really get is a good handle on the savings for E-billing, okay?  So that's the general gist of what I am looking at so you understand.

And in 4A-VECC-33, there is a figure used of $9.52 per year for E-billing savings.  And if you go to 4A-Energy Probe-53, there's two numbers being used there.  One is $2.52 versus $1.65, which I think if I calculate that correctly gives me some annual of 12 periods a year saving of $10.44.  I am not really worried about the dollar difference, but there is a difference there.  I am just kind of wondering -- in those two responses am I looking at two different things, or answers to two different things?  They both -- I thought they both went to E-billing and they were both trying to explain the financial benefit of an E-bill.  So that's the first question.

Am I looking at two different things, and can someone perhaps tell me what the distinction is?

MS. PAGE:  Hi, can I just get you to just clarify your question just a little bit more in terms of where you are looking?

MR. GARNER:  Okay.  I believe -- and I hope I am right here -- 4A-VECC-33 -- I believe that what's responded there is the E-bill savings is $9.52 per year?

MS. PAGE:  For one customer on E-bills; that's correct.

MR. GARNER:  Right.  Okay.  So then if I go to 4A-Energy Probe-53, I see a figure of $2.52 versus $1.65.  I'm not looking -- I'm sorry, I don't see it, but -- yeah, there it is on the line 6, thank you.  That's an E-bill unit cost difference.

And now I take that, that's about 87 cents, I think, and I multiplied it and did it by year and I came up with a different figure -- hopefully my math is right -- and that was $10.44, so then -- I mean, it could be just a different measurement, but I thought maybe I'm looking at something different, maybe that's actually measuring something different than the response to the VECC IR?

MS. PAGE:  Yes.  In 4A-EP-53 --

MR. GARNER:  Right.

MS. PAGE:  -- the response in part 5 of the $1.65 and $2.52 --

MR. GARNER:  Right.

MS. PAGE:  -- was an explanation of unit costs.  So how that was derived was based on the entire billing segment proportioned into E-bills and paper bills.  So it doesn't really reflect an E-bill saving per se.  The 9.52 would be the figure that you really wanted to look at to calculate the E-bill saving.

MR. GARNER:  Okay.  And this may go to where I was -- the substantive part of the question, which is -- and maybe that's the thing I am not getting.  I am not sure I understand the difference now still between what I would call the $10.44 that's calculated by that figure on a per-unit basis and the $9.65 which is calculated on a per-customer basis.

What's the difference between the term per customer and per unit?

MS. PAGE:  So the only difference is in part 5 on EP 53, the difference was it was using 2020 forecasted costs and the 9.52 was using 2017 forecasted costs.

MR. GARNER:  So that does sound like they are equivalent --

MS. PAGE:  Yeah --

MR. GARNER:  It sounds like they are equivalent but done on different basis of years.  Is that --

MS. PAGE:  They're equivalent, yes, just --

MR. GARNER:  Okay.

MS. PAGE:  -- on different years --

MR. GARNER:  So let's say they are equivalent now, and I will take that just -- and done on different years.  So when I look at that figure now, what I was then trying to ask myself on the substantive issue I was trying to get to is, E-billing will give me a few savings, right?  It will give me postage savings right away, right?  I don't have to post anything, it seems to me.  It will give me handling savings.  I don't have any envelopes and things to open and do.

I am going to presume -- and I think it's a pretty safe presumption -- that people who get E-bills pay by E-payment more often than people who get paper bills.  I'm pretty sure that's a pretty safe assumption, that a person who gets an E-bill doesn't print it out and mail it in to you, so there's that online savings.  There's no cash sort of transaction.

And then of course the other one is there is a working capital savings, right?  You are not handling all of that stuff -- and this one I am less sure of, and maybe you can help me, is, E-billers may, and only may, pay more quickly than paper bill payers, simply because they don't have to go through those types of transactions.  However, if I am any example that may not be true.  But those are the type of savings I kind of think about, right, because I --


So when I look at your figure of, let's call it $9-and-something or $10-and-something, it doesn't matter, that seemed to me to only calculate to what I call the postal savings.  Would that be correct, that the other factors that I have mentioned aren't incorporated into the savings to E-billing?

MS. PAGE:  So what's incorporated into the $9.52 is, as you say, the postage, the paper, the envelope, the printing costs.  What's factored into E-bills, there is an E-bill -- there is a cost to produce and distribute an E-bill, so that's offset.  There's not a particular difference in payment or time to pay based on a customer on E-bills or paper bills that we have been able to correlate.  At this point there's probably only about 6 per cent of our customers that pay by cheque.  The balance of our customers are paying either online or directly through their bank, which comes to Toronto Hydro electronically through the bank.

MR. GARNER:  Okay.  The figure just seems to me small, because just the simple postage amount -- I don't know what bulk postage is for Toronto Hydro, but it would seem to me it's somewhere in the 80 cent range, which is pretty much all of the savings that you have talked about.

Do you know what the postage savings -- simply the postage saving rate is for a bill?

MS. PAGE:  I only have the combined savings on hand, which I believe is 87 cents, subject to check, for the paper, the printing, and the postage --

MR. GARNER:  That's all --

MS. PAGE:  -- the majority of which is the postage.

MR. GARNER:  Right.  Okay, thank you.

The next interrogatory I'd like to speak to is 4A-VECC-38, please.  This is the figures of $1.7 million for the office of the president.  And if you scroll down into that, that response, it says the 1.7 allocation offsetting never occurred, and it has some other stuff.  Total of .9 million, 8 million related to costs historically incurred under communication and public affairs.  And I believe -- I thought in this response there's something to the effect of discussions -- maybe it's below -- with councillors and somebody.  But maybe I've got that -- thought this one did say -- oh, yeah, no, it's in -- above.  It's offices related to the cost -- the allocation of Toronto's costs related to liaising with our shareholder and complying with councillors' request.

I am very interested in the dollar sum that you're talking about that is related to liaising with your shareholder and your councillors' request.  Is that the 1 point -- sorry, is that .9 plus .8?  Can you just help me?  What is the figure I'm looking at, first of all, the dollar figure for that activity?

MR. ZENI:  The $800,000, the $.8 million you see in the response correlates to the liaison activities that you mentioned.

MR. GARNER:  Does that include the issue of the councillors also?  Is that encompassed -- the shareholder and councillors, is that terminology one thing in your mind?  Like the shareholder is the councillor, so to speak?

MR. ZENI:  Yes.

MR. GARNER:  So it's $800,000, okay.  Thank you.

MR. SASSO:  Just to be clear, Mr. Garner, we might want to supplement that answer because when we are talking about councillors, I just think we have some more depth to that.  I take just from your comment that you are taking shareholder and councillor to maybe mean something that would be helpful for us to clarify.

MR. GARNER:  It would be, and let me put in context for you, the councillor, shareholder, and whatever.  Here is why I am asking the question; I don't want to try to be clever about this.

Traditionally, the regulator does not allow shareholder costs to be incorporated into rates.  From my perspective, that includes councillors since they are in essence representatives of your shareholders.

So all of that should be removed from your rates.  So I am trying to get a handle on, A, what are all those costs, and B, have you removed them all from rates.

MS. PAGE:  Yes, so essentially the rates that are being charged -- the costs that are being charged to the shareholder is work being done with the councillors.  So we have a proactive program with our councillors to -- that we revamped in 2017 and extended.  So part of what they do is  the office of the president that handles the escalated issues from customers, escalated issues from councillors.  They do proactive liaison with the councillors on things that are important that's going on in their ward, so perhaps capital construction is going on, also in terms of any kind of planned outages that are happening.

The councillors also bring back to Toronto Hydro information from customers, so it's a good two-way conduit of information with our customers.  So it's the primary responsibility of what's going on in that area that's being charged to the corporation, and not funded by rates.

MR. GARNER:  Sorry, is that the $800,000 that you are talking about, that was talked about?

MS. PAGE:  Yes.

MR. GARNER:  And you are saying that isn't in the rate revenue requirement of the utility?

MS. PAGE:  That's correct.

MR. GARNER:  Thank you.  Could I ask you to bring up 4A-Staff-138, please.  And if we could scroll down so I can remember what I wanted to ask here.  I believe there's a table in here, is there not, in the response.  Right, right there.

This was -- I am a little confused, probably my confusion.  But as I understand the response, this is about services shown in 2015 as between the corporate owner and Toronto Hydro, the utility.  And in the above explanation of response, there is a discussion about basically how it used to be the people were employed with the affiliate, and now those people have been brought into the utility and there's been a shift in those activities, if I read that correctly.

And so I just wanted to make sure I understand what's going on in the table, if you don't mind.  So if I understand, this is the $1.8 million offset that was occurring -- I believe it's an offset in 2015, is now a $.1 million charge in 2020.  Am I reading the signs correctly?

So in 2015, when there were a certain number of employees in the affiliate, there was charges moving back to the utility.  And then in 2020, what's happening is the employees are moving to the affiliate and therefore the charges are kind of backing out.  The costs are now coming into the utility's revenue requirement, if I can say it that way instead of the other way.

Is that what's happening in the table?  Am I reading it right?

MR. ZENI:  What changed is mechanics.  In both cases, they were always part -- these costs were always part of the revenue requirement of the regulated entity.  What changed is that now the employees are housed in the regulated entity, so their costs are embedded in their specific programs.  When before some of the costs of the employees were residing in THESL, the affiliate, and whenever services were required from Toronto Hydro from the affiliate, those costs were transferred via a share services allocation.

MR. GARNER:  Right, that's what I thought I understood, so thank you for that.

So that happened in -- so I guess my next question is this.  So if you look at 2015 or '16, they change a bit, which kind of led me to the question about what happens in 2020.

Is it possible to tell us how many employees are being talked about who are moving from '15 to '20, to your thing, how many people were moved?

MR. ZENI:  I don't remember the specific number at this point.

MR. GARNER:  I wonder if you could help me this way.  I am actually less interested in really honestly the number of people moved.  I am more interested in finding out how much of this is people being moved in dollars and then what remained of that.

Because there seems to be -- obviously because the numbers don't match dollar to dollar, right.  They don't go 1.8 million and then 1.8 million the other way.  There's obviously other services still being incurred or still -- there's, you know, 100,000 being incurred.  But also because 2015 and '16 aren't the same.  It doesn't look like it's just a number like five people, five people, and then suddenly five people the other way.

There's some other thing happening there that I don't really understand.  And if you can help me understand that in any fashion that you think is easiest, that's all I am looking for.

MR. ZENI:  If I can clarify, this is not just head count or internal labour being charged to the regulated entity.  So when you look at the 1.9, 2.6, .3, it's a combination of -- it can be internal labour, it can be also external contractors and it is based on demand.

So if I can give you an example, if an emergency event happens and the regulated entity needs to use the affiliate resources, they will charge those costs back to the regulated entity.  So you cannot expect that that amount will be the same amount every single year.  So it can fluctuate based on specific needs and demands in any given year.

MR. GARNER:  Right.  And although the amounts aren't particularly significant and that's what confused me by that explanation is -- and just take my example so that you can see the confusion; it doesn't really matter the number.

If I had five people, call it five people, they only have a hundred percent of their time one way or the other, right.  They are a hundred percent of their time at either 2.5 -- let's say it's 2.5 million.  That's a hundred percent of their time, let's say.

So in '15, it was 1.8 and they were spending more time with the other side.  Now, if you take all five people and put them inside your utility, that hundred percent of their time can't exceed 2.5 million, or there has to be time being charged back to the other affiliate now the services they are providing the other way around, right.  And that doesn't seem to be happening by the fact that the services on the other side aren't changing.

So that's -- maybe the answer to the question is simply to say this.  Can you give us the number of people who changed and who moved over, and then the average salary compensation, total compensation per person, not the individual, for that that you used.  And that way I can just validate the number myself, at least within what I would call the ambit of materiality.

It doesn't need to be exact.  I am just trying to make sure I understand what's happening here.

MR. KEIZER:  A point of clarification, Mr. Garner.

MR. GARNER:  Certainly.

MR. KEIZER:  I think, though, the witness said it wasn't just about employees that was causing the dollars to move, there was other factors.

MR. GARNER:  I think I understand that.  I think why I was raising the example about an employee only has a hundred percent of their time to allocate in either direction.  It's not clear to me from the table that -- as I said, use an example of five employees.  Five employees are either charging 60 percent one way, 40 percent the other way, or 40 percent one way and 60 percent the other way.  It can never be more than a hundred percent.

MR. KEIZER:  I understand.  It's just that I don't know that just by looking at employees that that would explain the variance, so I just want to make sure that there's no confusion with respect to what the witness is --


MR. GARNER:  And I take your point.  It wouldn't explain a hundred percent of any variance, because there are other services, but it will explain the difference of the people moving, right?

MR. ZENI:  So if I can clarify once again, the dollars that you see for 2015, '16, and '17 for $1.9 million, 2.6, and .3 is not just compensation cost.  It includes also or it can include contractor costs as well, so THESI also implies outsource -- they outsource some of their services --


MR. GARNER:  Right.

MR. ZENI:  -- so it can be a combination of both.

MR. GARNER:  I accept that, and I think my conversation with Mr. Keizer, which I think makes the point, is that where I am trying to really understand -- and this is why I think this figure would help me -- is I am just trying to figure out the value of the people who have been shifted and where that value exists, right?  So again, if you had five people in a -- I will just call it $100,000 to make it an easy figure, right?  You would have $500,000 worth of time that's been moved back into your utility, right, and I am trying to figure out, is that the number that I look at when I say those -- that's the dollar -- so if at the end you gave me a figure that's greater than those numbers of people in numbers, I would be asking myself another question, which is why is that?  Why would that happen?

So again, I am sort of testing, to be honest, the shift you are making between you and your affiliate in this question.  I think that would be the easiest way to demonstrate for my benefit how that has happened.

MR. ZENI:  If I can point you back to the same interrogatory response on page 3, line 7.  So we didn't mention the number of employees that were transferred, but we quoted the amount of the cost that was being transferred as a result of these movement of employees from one entity to another.

MR. GARNER:  Okay.  I see that.  I see that.  Is there a difficulty you telling us how many employees you have moved from one utility to the other, or one affiliate to the other?  Is it so small that that number and the number of employees will tell us how much they made, or is it a singular number?  Is that the problem?

MR. SASSO:  I think, Mr. Garner, in relation to one of your previous questions, we said we weren't entirely sure how many employees were moving, so I think we are just hesitant to go down the path, as you have anticipated, without knowing exactly how many, whether or not this is going to create challenges.

So that was -- that's just our hesitation there.  We were hoping that the absolute dollar value of the impact associated with that transfer of employees would resolve your question, but if not, let us know, and let's figure it out --


MR. GARNER:  Well, why don't we do it this way.  I mean -- and if you do it by undertaking -- and I understand your proviso.  I am interested also in how to link it up to the FTE table, so instead of actually using head count and employees, you can actually use your concept of how many you incorporated into the FTE table in order to show us the affiliate change.  If that actually still has issues of, you know, showing some -- I mean, we are not talking about any specific person in this case, but if that has issues with you about confidential information about an employee, I understand that.  And that way I can actually see, okay, on the 2K table I can see how many people are being talked about in this figure and moved over; is that -- with all those provisos, Mr. Keizer, do you think that's possible?

MR. KEIZER:  I think what we can do is look at what we can provide based on those provisos and indicate whatever limitations there may be if there is any.

MR. GARNER:  Thank you.

MR. MILLAR:  Let's call that JTC3.11.
UNDERTAKING NO. JTC3.11:  TO ADVISE HOW MANY EMPLOYEES HAVE BEEN MOVED FROM ONE UTILITY TO THE OTHER, OR ONE AFFILIATE TO THE OTHER.

MR. MILLAR:  How are you doing for time, Mr. Garner?

MR. GARNER:  I have one left.

MR. MILLAR:  Okay.

MR. GARNER:  And that is -- oh, and my friend, Mr. Harper.

MR. LADANYI:  Mr. Millar, Mr. Millar, may I just ask one little question -- I understand from the Affiliate Relationship Code would require you to charge out costs on a fully allocated basis, but charging in costs would be at market rates typically, so therefore that would be a difference, wouldn't there be, if you are charging out or charging in?  So these costs that you are charging your affiliates have to be fully allocated, fully burdened.  And it would include, for example, the cost of your office space and everything else, all the benefits, everything that these people would be supported with; is that correct?

MS. COBAN:  While the witnesses is just collecting their thoughts on that, I guess the one thing that I would like to add as a sort of qualification is that the witnesses won't be able to comment on any interpretations of the requirements under the ARC, so to the extent that they can speak to the facts in how we transfer these -- you know, the pricing terms for the transfers, they can speak to that, but anything that goes to the interpretation of the requirements under the ARK they cannot speak to.

MR. LADANYI:  Fine.  So are they just fully allocated costs that are being charged out?

MR. SASSO:  So just to be clear, Mr. Ladanyi, you are asking what the cost structure was for THESL receiving services from THESI?

MR. LADANYI:  Actually, I wasn't.  I was just asking what the costs that we see on the table being charged out from Toronto Hydro, from regulated utility to unregulated affiliates, are on a fully allocated basis.

MR. ZENI:  Yes, the answer is yes.

MR. LADANYI:  Thank you.

MR. GARNER:  Thank you.  My last two questions -- the last one will be Mr. Harper, but my last question is on 
2B-Staff-96, and I think it should be quite simple.  It seems clear to me -- I just want to make sure I got this right -- if you look at the response F on page 2 of 3, this is about the control centre.  I -- because I am interested in the incremental costs like this going forward to the utility, and the control centre is clearly one of them.  I just want to be clear that I am reading this correctly.  The $350,000 related to facilities and the 200,000 on IT costs for the control centre are 2020 costs, but they're equally going forward on an annual basis cost, like, so the IT costs are maintenance costs each year or licensing costs, that sort of thing.  I just want to understand whether they are ongoing as opposed to simply in the actual year?

MS. WOO:  So the answer is yes to 200,000 for the IT maintenance -- is an ongoing maintenance cost, but it starts on the construction year, so it might not be 2020, it might be 2021 or 2022.

MR. GARNER:  For the IT costs of 200,000?  What about the facilities costs of 150?  Are they also starting at any particular date?

MR. NAHYAAN:  So it's in the construction completion year.  So based on the evidence it would be end of 2022, beginning of 2023.

MR. GARNER:  2022?  And then after that point, those are the anticipated total ongoing incremental costs of running the other operating centre; is that right?

MR. NAHYAAN:  As forecasted now, yes.

MR. GARNER:  Right.  Okay.  Thank you.  I think Mr. Harper has our final question.  Thank you for those answers.
Examination by Mr. Harper:

MR. HARPER:  Good morning.  If we can return to 
3-VECC-30C.  And here we were asking you whether Toronto Hydro was currently proposing or planning any changes to its conditions in service such that customers would be charged for services that they are currently not being charged for. In the response you make reference to the customer vaults, and I was wondering, is that the only changes you are currently proposing, which customers will be charged now, where they weren't being charged in the past?  I just want to be clear.  You make reference to that.  That's the only change.

MR. ZENI:  Yes, it is my understanding that is the only.

MR. HARPER:  I guess the question -- and I know this is a little bit speculative, but the question also asked whether you were currently in the process of planning any additional changes or contemplating any additional changes.  And I guess the response just dealt with what you are proposing right now, and I was wondering whether there's anything in the works right now that you haven't specifically put forward or, you know, posted on your website for comment, that you are contemplating making changes for that would fall into that category of charging customers for something where you haven't charged them in the past.

MR. SASSO:  Mr. Harper, we are not aware of any incremental changes in development at this time.  There's obviously a process for those to go through, and they may materialize over the plan period.  But there are none that we are anticipating at this point in time.

MR. HARPER:  I understand.  But my question was more whether there was anything in the pipe right now, and you have responded to.

Finally, in that question you were asked what your revenues were, and you responded to my revenue question in part 3 of that.   You then went on to say that this is basically offset against costs, and I want it to be clear  that you are getting additional revenues from this change, but you are not incurring the additional costs.  You were already incurring the costs in the past.  It's just now you are getting revenues to cover those costs, there's no new costs involved in this.  Would that be the case?

MR. ZENI:  Yes, your interpretation is correct.

MR. HARPER:  Okay, fine.  Thank you, those are all my questions.

MR. MILLAR:  That you, Mr. Harper.  We are going to move to you, Mr. Brett.  Everyone's been under time, or at least a little bit under time.  So let's see if we can keep that going.
Examination by Mr. Brett:


MR. BRETT:  Thank you, Mr. Millar.  Just as an aside, I will try my best.  I would note that I will not have questions for the PSE group that I thought I would have.

In any event, my first question is -- just to follow up on your discussion a little while ago with Mr. Gluck on the procurement, that's the 4A-Staff-126.  I don't think you need to turn it up.  It's just a question.

You'll recall you were discussing the list of projects.  There's a list of projects in that response that were with major corporations like Itron and Schneider and so on that were done on a -- that were listed as being sole source.  And you were responding to his question about how there were certain advantages in doing sole source contracts from the point of view of savings.

Just a couple of clarifications for me, because I may not have heard the entire answer.

Those contracts that you have listed in there, most of them with major organizations like Itron, for example, were those originally, when they were -- when they were first signed, were they done pursuant to a competitor bid, all of them?

MR. NAHYAAN:  Just to clarify, my response to Mr. Gluck's original question only pertained to those specific categories or information pieces in this list, which were pertaining to the inventory management program directly from the manufacturers.  So that explanation was only for that subset of listed items.

MR. BRETT:  Okay, I wasn't -- I just want to ask you to elaborate.  Those contracts that were in the list, those were contracts for the purchase of equipment, is that the idea?

I guess I am not quite -- I don't quite understand your inventory question.  As I was listening to the response, there were two things going through my mind.  One, when were these contracts initially bid and were they bid competitively.  And are the contracts in the list those same contracts, or do they represent renewals of those contracts, and were the renewals of those contracts not bid competitively?

If you would -- maybe you could answer that and also, in doing that, you could -- the other answer you gave, and this is where I got confused, was you said that in certain circumstances you could save money by buying equipment directly from the manufacturer rather than buying it from a supplier, from an intermediary like a wholesaler.

Now I want to distinguish those two issues, if you could do that, please.

MR. NAHYAAN:  I will try to.  It's a multi-part question, so I will try to answer it part by part.

MR. BRETT:  There's two parts really.

MR. NAHYAAN:  Just to clarify, as I had mentioned to Mr. Gluck as well, this specific change of inventory management directly from the manufacturer may or may not have been tied directly to a renewal period.

MR. BRETT:  Tied directly to?

MR. NAHYAAN:  A renewal period.  Because when -- but I did confirm that all those equipment purchase contracts were originally competitively bid.

MR. BRETT:  Right, and some of them have been renewed?  Are some of those contracts that you listed, you know, a dozen or so on the list, do they represent renewals of contracts, or original or first-time contracts?

MR. NAHYAAN:  These would have been only specific to the change of sourcing that equipment directly from the manufacturer, as opposed to utilizing a supplier.  So that's the specific change and that's what's stated here.

MR. BRETT:  As opposed to relying on whom?

MR. NAHYAAN:  A supplier or distributor in between.  So that is the change that's reflected here.  The original contracts were competitively bid.  I cannot confirm, or I don't have the information whether these specific changes in process -- and I am just going to characterize it as process changes -- were tied to a renewal period or not.  I don't have that information.

MR. BRETT:  Okay.  So is what I understand you to be saying is that these contracts in your list were for pieces of equipment that you used to buy from distributors, you used to buy them -- going back sometime you bought them from intermediaries like wholesalers.

You then decided at a certain point that rather than continuing to buy them from wholesalers, you would buy them directly from the manufacturers.

And my question then is am I right in that, first of all.  And second, if I am, when you went directly to the manufacturers, did you competitively bid them?  I ask that second question because the way that list is set up is it was as part of an exception to your procurement policy.

I understand your procurement policy gives you the option in certain circumstances to depart from your general rule that you procure contracts of that size -- and these are all big contracts, the one listed -- that you would in the normal course get those by competitive bidding.  But you do have an exception in your procurement policy that allows you, if certain conditions are met, to sole source the contracts.

MR. NAHYAAN:  So your interpretation is correct.  The original contract set up with those manufacturers were competitively bid; distributors or suppliers and intermediary was in place.  At the point in time when these specific sole sources were issued to these manufacturers were just to change that process of not to source through a supplier, but directly from the manufacturer.

MR. BRETT:  I see.  So initially, the competitive bidding was done, but with suppliers rather than manufacturers.

MR. NAHYAAN:  In combination, because the actual equipment is what gets evaluated, plus the process of the handling of the equipment, which includes the manufacturer and the supplier.

MR. BRETT:  Right, okay.  I think I understand that now, that's helpful.

If I could move on now to ask you to turn up Staff --


MR. HANN:  I have a question about the screen -- I have a question about the screen that's up.

MR. MILLAR:  Go ahead.

MR. HANN:  Further to what Mr. Brett's asking regarding the contracts, is there a process in place with the contracts dealing directly with Hubbell and K-Line for dealing with product deficiencies?

MR. NAHYAAN:  Yes, there is a process to handle defects and have that conversation with manufacturers.

MR. HANN:  And how many times has that process been undertaken during the contract period and for what deficiencies?

MR. NAHYAAN:  I don't have that information available at this point.

MR. HANN:  Can it be an undertaking, please?

MR. KEIZER:  Sorry, just so I understand the relevance of the question, so you're asking for the number of times that the deficiencies -- is this to establish, what?

MR. HANN:  One of the things that's central in the application is equipment deficiencies, and it's useful for the Board to know what kind of deficiencies have been taken back to the manufacturers and what the results of those investigations have done in terms of, say, improving the design of the insulators or bolts or fuses or brackets or any of those other items.

MR. KEIZER:  I think the most we can do is have a look at whether or not those records exist and whether -- and if we -- and whether we can provide it.

MR. MILLAR:  JTC3.12.
UNDERTAKING NO. JTC3.12:  TO DETERMINE WHETHER RECORDS EXIST OF DEFICIENCY REVIEWS WITH MANUFACTURERS, AND WHETHER THEY CAN BE PROVIDED.

MR. HANN:  Thank you.

[Technical interruption]


MR. BRETT:  Okay.  So it's 1C-Staff-47.  Do you have that?  Turn that up, please.  Okay.  The -- in the response there you talk about -- this was just some basic factual questions.  You have -- THESL has five directors, correct, two of which -- two of the five are the chair of the board of Toronto Hydro Corporation and three are independent directors; is that right?

MS. COBAN:  Mr. Brett, if I can just -- this is another one of those governance questions similar along the lines of Staff 48 that we just don't have a witness on this panel that can speak to it, so --


MR. BRETT:  Who will have it, the next panel?

MS. COBAN:  -- we are happy to deal with those by way of undertaking.

MS. GIRVAN:  Ms. Coban, sorry, it's hard to hear you when you're speaking.  You need to bring the microphone closer.

MS. COBAN:  Sure.

MS. GIRVAN:  Thanks.

[Technical interruption]


MS. COBAN:  I just wanted to clarify that, similar to Staff 48 that we talked about before the break, this is a governance-related question, and we don't have anybody on this panel that can speak to it.  We are happy to deal with these questions by way of undertaking.

MR. BRETT:  Okay.  So it won't be panel 3?

MS. COBAN:  No.

MR. BRETT:  All right.  Because there will be, I think, a fair number of undertakings on this, but that's fine.  We can deal with it that way.

And the -- I also wanted you to -- and this may be the same answer, you may have the same answer to this, I am not sure.  But if you turned up -- I will tell you what I wanted to ask about.  It's Exhibit -- it has to do with shared services, and it's Exhibit 9 -- sorry, it's Exhibit 4A, tab 5, schedule 1, at pages 6 and 7, and the question has to do with services provided from Hydro One -- sorry, from THESL -- we will call that Hydro One -- to Toronto Hydro Corporation, and services provided from Toronto Hydro Corporation to Hydro One.

Is there somebody that can address that on the panel?  These are cost questions, numbers.

MR. ZENI:  Yes.

MR. BRETT:  You can address it?  Okay.  If you look at page -- the reference I gave you, 4A, tab 5, schedule 1, pages 6 and 7, and starting at the bottom of page 6, you see a table there.  And this is a historical table, and it shows from 2015 to 2020 the services provided by Toronto Hydro.  That's -- Toronto Hydro here is THESL.  And then there is services received from Toronto Hydro.  In each case with respect to Toronto Hydro Corporation -- so we are just talking about Toronto Hydro Corporation and Toronto Hydro, not about what you were discussing with Mr. Garner.

So you see that table.  And then over on page 7, you're talking about -- this page 7 gives you -- well, let me take one more step here just so we take it a step at a time.

You will see the services received from Toronto Hydro Corporation, the services that the utility is getting from Toronto Hydro Corporation, they average about $4 million over the years 2015 to 2020.  If you go -- there are some variations, and the variations are addressed on page 7, at the top of page 7.  And you'll see there under the dot -- under the bullet "services received by Toronto Hydro", the 0.2 million variance from the 2015 actual and the 2020 test year is due to lower expected stewardship costs allocated to the regulated business.

My question is -- well, just perhaps before we -- just put that -- hold that in your mind for a moment and turn over to the next exhibit, Schedule 2, and Schedule 2, go down to page 6 of 7, so that's Exhibit 4A, tab 5, Schedule 2, page 6 of 7, and if you go down to that table under "corporate cost allocation", and the last four lines of that table, you see there that they describe services from Toronto Hydro Corporation to Toronto Hydro, to THESL.  And this is for the year 2020.  But you have all the historical information earlier.  And you see there under "corporate stewardship CEO" an amount allocated of 2.86 million.  And then "corporate governance board of directors" -- let's leave that for a moment.  The next, the third line down, "finance stewardship CFO", 1.35 million.  And then go back to the third-last line, "corporate governance", so board of directors, relatively modest 36,000.  And finally in the last of those four lines, "corporate governance board of directors" is 0.02 million.

Now, that's the background information.  My question is, can you describe what the corporate stewardship involving the -- well, let me -- let me ask you one introductory question.

Do those numbers on tab 20 -- sorry, for 2020, broadly speaking, do they correspond with the numbers I gave you that you have in the table on page 6, you have a $4.6 million 2020 number there as services received by Toronto Hydro; does that match up roughly with the total that you get if you add up those provisions I just read to you from Exhibit -- from the table, roughly?

MR. ZENI:  So if you are looking at the 2020 test year --


MR. BRETT:  I am looking at the '20 test year --


MR. ZENI:  Yes.  4.6 --


MR. BRETT:  -- in both cases.

MR. ZENI:  Yes, $4.6 million.

MR. BRETT:  Yes.

MR. ZENI:  And now if we can probably change to the other schedule.

MR. BRETT:  Yes, the other schedule shows -- the other schedule is tab 5, schedule 2, page 6 of 7.

MR. ZENI:  Yes --


MR. BRETT:  And go down to the very bottom, and you see four entries there is that describe services from Toronto Hydro Corporation to THESL and they add up somewhere -- they add up close to that, it seems to me.

But in any event, are those talking about approximately the same thing?

MR. ZENI:  So if you take the -- you need to exclude the last line, because the last line talks about services between the corporation and one of the affiliates.  But if you add...

MR. BRETT:  That's the corporate governance assigned to the Toronto Hydro Energy Services.

MR. ZENI:  Correct.  So if you add the other three lines, it will add up to the number you see on the other table.

MR. BRETT:  Okay, we are on the same page then.

MR. ZENI:  Yes.

MR. BRETT:  What I would like to know is the corporate stewardship you show there of 2.86 million and the corporate finance stewardship -- the finance stewardship, what do those numbers -- what is the basis for those numbers?

And maybe just to help out, because my next question will be those -- as I understand it, those don't represent, those two numbers, the 2.86 million and the 1.35, they do not represent the actual salaries paid to these people. Because they are actually Toronto Hydro Corporation costs, they are not the salaries paid by the regulated utility to its president and its CFO, I understand.

Is that correct?  Well, you can just maybe answer that as part of my first question.

MR. ZENI:  So what those numbers represent is an allocation of the cost incurred in those areas back to the utility.  And it will include compensation, but as well it will include any other fees incurred on behalf of the regulated entity.

MR. BRETT:  So the corporate stewardship, let me just -- let me just pursue your answer just for a moment.  The CEO of Toronto Hydro is also the CEO of Toronto Hydro Corporation, correct?  It's the same individual.

MR. ZENI:  Yes.

MR. BRETT:  And the same is true for the CFO?  It's the same individual?

MR. ZENI:  Yes.

MR. BRETT:  All right.  Now, those individuals, they are paid compensation from the utility, and that's a matter of public record, I mean, in the sense that there are reports that go into the securities people and so on.  Are they also paid -- are they paid compensation for their role in Toronto Hydro Corporation as well?

MS. POWELL:  Both of those executives are paid through Toronto Hydro Corporation.

MR. BRETT:  Oh, those, that's what I thought actually because I think there's an exhibit -- well, let me stop editorializing.

Those two executives are paid by Toronto Hydro Corporation.  So their salaries, their total compensation packages are not part of rates.  They are not in rates, is that right?

MR. ZENI:  Their salaries are paid through Toronto Hydro Corporation and through this mechanism, charged back to the utility.

MR. BRETT:  I see.  So -- and the salaries that they are paid by Toronto Hydro -- sorry, the salaries that they are paid by Toronto Hydro Corporation, these are the same salaries that are -- they are the salaries that are included in rates?  And they are the salaries that are the subject of their reports to the securities commission and so on?  They are the same number?

MS. POWELL:  The compensation that is listed through the Ontario Securities Commission is embedded in this figure.

MR. BRETT:  I am sorry.  I didn't hear that.  Can you just get a little closer to the mic?

MS. POWELL:  The salaries that are listed through the Ontario Securities Commission is embedded in this figure.

MR. BRETT:  In the rates?

MS. POWELL:  Yes.

MR. BRETT:  And it's the total compensation they are getting from Toronto Hydro Corporation?

MR. ZENI:  There's an allocation.  So as you can see, only 95 percent is allocated back to the regulated entity.

MR. BRETT:  I see what you are saying, yeah, 5 percent.  Okay.

And then the question is, going back to the corporate stewardship issue, what constitutes corporate stewardship? What's your understanding of -- I understand the salaries, the two salaries, but the numbers here are higher than the 2.86 for the CEO and the 1.35 for the CFO are significantly larger than the actual salaries in rate, the actual salaries that are shown otherwise for those individuals, right?  And what is the differential there?

MR. ZENI:  Just to clarify, under the corporate stewardship CEO, there's more than one employee assigned to that line.

MR. BRETT:  Okay.

MR. ZENI:  There's the VP of internal audit and corporate compliance.

MR. BRETT:  Mm-hmm.

MR. ZENI:  And there's also an administrative assistant assigned to that line.

MR. BRETT:  Maybe the -- is there an easy way to deal with this, or would you be able to just give a brief undertaking to just lay out what else is included in those numbers, in the 2.86 and the 1.35 in addition to the actual salaries, just so we can balance the books, so to speak.

MR. ZENI:  We can provide that information in a general way, without identifying the specific individuals.

MR. BRETT:  Yes, you don't have to name the people or anything, no.

MR. ZENI:  But like I said, the costs will not just be compensation.  There's other components.

MR. BRETT:  Yes, that's what I would like to see, the various components.

MR. MILLAR:  Let's call that JTC3.13.
UNDERTAKING NO. JTC3.13:  TO PROVIDE A DESCRIPTION OF THE COMPONENTS INCLUDED IN THE CORPORATE STEWARDSHIP SALARY AMOUNT

MR. BRETT:  Okay.  And just as a question -- perhaps I don't know whether you can answer this or not.  But what was the reason for having that particular method of paying the corporation, paying the CEO and paying the CFO?  Is it the fact that in addition to the utility, Toronto Hydro Corporation has another company that it supervises?  Is that kind of -- another small company, but that gets you to these 95, 90 percent allocation factors.

MS. POWELL:  The president and CEO, his salary is charged to Toronto Hydro Corporation because he is overseeing providing governance to the entire corporation.

MR. BRETT:  The entire corporation being the utility?

MS. POWELL:  Including affiliates.

MR. BRETT:  Almost exclusively, but a small amount in Toronto Hydro Energy Services; is that right?

MS. POWELL:  Correct.

MR. BRETT:  And your conversation with Mr. Garner, does Toronto Hydro Energy Services still exist?  You talked about switching employees from Toronto Hydro Energy Services over to the utility.  What's left in Toronto Hydro Energy Services?

MS. COBAN:  I am sorry, Mr. Brett, but if your question is about our affiliate and its non-rate-regulated business activities, I am not sure that that's really within the scope of this proceeding.

MR. BRETT:  Really what I am asking is -- well, let's leave it -- let's leave it for the moment.

But I think, going back to my -- just let me clarify.  The CFO and the CEO are president and CFO respectively of both companies?  In other words, they are not full-time focused on Hydro One; their time is taken both in leading Hydro One and in leading any other entities that are now in or may now be in in the future any other affiliates, any other subsidiaries of Toronto Hydro Corporation or any other activities that Toronto Hydro Corporation undertakes to do on its own for whatever reason.

Put another way, the utility does not have a full-time president or CFO; is that fair?

MR. SASSO:  Mr. Brett, I'll just note that you've referred to us as Hydro One again.  I may have to start referring to you as Mr. Shepherd in return.

[Laughter]

MR. BRETT:  Yeah, well, it's -- that's fine.  I would be honoured.  Certainly in his choice of vocations he is much more creative than I am.

So let me go on then, if I can.  


If you look -- if you can turn up BOMA 14, please.  I think we can pass on this one.  I think I know the answer on this.

If we turn up BOMA 117, paragraph B, please.  This has to do with, broadly speaking, the -- well, let's just look at the page 1 -- this is the long paragraph.  Let me read you a short sentence:

"Toronto Hydro is gradually upgrading its meters to have remote control capabilities, and as at the end of 2017 had over 48,000 meters with such capabilities in service."

These 48,000 meters, are they all residential meters?

MS. PAGE:  Yes, they are.

MR. BRETT:  And how many other residential meters do you have that do not have these capabilities at the moment, approximately?  In other words, what is the balance, I guess, of your residential meters?

MS. PAGE:  Subject to check, I believe about 94 percent of our meters do not have remote capabilities --


MR. BRETT:  Right.  And the capabilities you're -- sorry, okay.  The capabilities you are speaking of are -- initially here are this remote connect/disconnect feature?

MS. PAGE:  That's correct.

MR. BRETT:  And what about the other rate classes, like the GS under 50, for example?  Are they -- have any of those meters have this extended capability or has that been -- or the 47,000 are all residential meters?

MS. PAGE:  Actually, you are correct, the GS less than 50 customers would be primarily using the same smart meter as residential customers --


MR. BRETT:  Right.

MS. PAGE:  -- and so as we go through repairs or exchanges of meters, those meters are all remote disconnect capability meters --


MR. BRETT:  So any of the --


MS. PAGE:  -- so there may be some at this point --


MR. BRETT:  -- any of the new meters that are cycled in for the GS -- like the residential and the GS under 50, they are all going to have this capability?

MS. PAGE:  Yes, eventually once we replace all of the meters.

MR. BRETT:  And what about the higher rate classes?  Like, if you have a mid-market, a GS between 50 and what, 1,000, is it?

MS. PAGE:  Yes, and those meters do not have that capability.

MR. BRETT:  They don't, but they have other capabilities, other requirements, or -- let me put that another way.  Those meters in that class and for higher classes, are they -- do they have the same capabilities as your original -- as your current portfolio of residential meters, aside from the 47,000, or do they have extra capabilities to deal with the size and type of client, the type of customer and so on?

MS. PAGE:  Yes, the meters for commercial customers are typically much different than used for residential customers, because we are required to capture more data from a commercial customer.

MR. BRETT:  Right, so it's a different world, really. But do they have the -- I think your point was they don't have the disconnect -- one of the things they do not have is the connect/disconnect feature.

MS. PAGE:  That's correct.

MR. BRETT:  But do you -- all right, let's leave that for the moment and go back to the residential meters.

The -- your intention is -- I take it your intention is that all -- well, you have already told me, all new meters, residential meters, will have this capability.  And what is your approximate timetable for replacing all of your 700,000 residential meters with meters that have this capability, approximately?  Do you plan to do it all over the term of this new plan?

MS. PAGE:  I believe that's a question that panel 1 could answer more specifically than I could.

MR. BRETT:  Right.

MS. PAGE:  I don't believe we will have completed all by the end of this rate filing period.

MR. BRETT:  But there will be substantial amounts completed.

MS. PAGE:  I am not familiar with the schedule.

MR. BRETT:  Okay.  You have at the moment service fees that you -- you can look over on page 2 -- you have -- it describes the disconnect/connect service fees, and they range from 120 to 820 dollars.  My understanding or my conclusion from reading this is that once a meter has the capability that we've discussed, it will not be necessary for a person to go out and do the disconnect and reconnect; is that right?  That can happen automatically, electronically?

MS. PAGE:  That's correct.  It will diminish the number of times we will need to go out in person to the premises.

MR. BRETT:  And there will be no charge -- there's no extra charge for the person -- for the smart meter that gives the residential customer that capability?  In other words, if you have a person that needs to be reconnected or connected, the current situation if he doesn't have that smart meter capability, you have to send somebody out and there is a charge.  If he does have that smart meter capability, that particular capability, you don't have to do that anymore, so I assume there is no charge -- there's no extra charge for having the meter?

MS. PAGE:  If your question pertains to specific service charges, then Mr. Seal on panel 3 will be addressing it.

MR. BRETT:  Okay.

MR. MILLAR:  I just want to note you have about five minutes or so left, Mr. Brett.

MR. BRETT:  I may have to go over a few minutes,
but --


MR. MILLAR:  We don't have a lot of minutes, so --


MR. BRETT:  I understand that, but I also told you I am not doing 30 minutes on the PSE, so I bank 30 minutes.

MR. MILLAR:  We have something like eight hours too much time booked, but please go ahead.

MR. BRETT:  Do these meters also have -- the new meters that are being put in, do they have what you called last gas capability?  Do they -- do they -- are they able to signal a default on the system, or is that something I should be asking the next panel, or -- in other words, the 47,000, there is a capability that many new meters have, which is that they indicate when a fault has happened on the system.

Do these ones have that capability as well to deal with disconnects and connects?

MS. PAGE:  The new meters do have a last-gasp functionality.

MR. BRETT:  They do as well, okay.  All right.  BOMA 18, please, 1B-BOMA-18.  This question has to do with the call centre, and I guess there's two IRs here.  One is BOMA 17 and this has to do with outsourcing.

We asked you how much of your -- what have you outsourced in terms of your call centre capabilities, and you said you'd outsourced a portion of contact handling and customer service.

Could you give me an approximate -- first of all, what do you mean -- what exactly have you outsourced to Optima  under that Optima?

You say here in response to BOMA 18 -- there are two sort of interrogatories that are linked to deal with this.
"With respect to call handling and customer service, Toronto Hydro utilizes a third party to provide a portion of the customer handling services and related quality control functions, as well as manual transaction processing."


Is the only customer service part that you've outsourced dealing with the telephone calls after 6 p.m.?  Or is it broader than that?  And I guess my general question is could you provide us with, in terms of dollar amounts, how much of the corporate -- how much of the customer service function activity have you outsourced to a third party, and how much do you do internally?

And could you break that down?  The only breakdown I have here in the response is contract handling and customer service.  If contract handling is something different than customer service, could you indicate that?

Maybe you could do that by way of undertaking if you don't have the numbers right in front of you, and given our time constraints.

MS. PAGE:  I heard several questions in there.  I just want to make sure that I got them all.

MR. BRETT:  Right.

MS. PAGE:  So one of your questions is how much of the telephone handling is outsourced.

MR. BRETT:  Right.

MS. PAGE:  Approximately 93 percent of our telephone calls are handled by the outsourcer.

MR. BRETT:  And what does that represent in terms of costs, 93 percent of -- and is that all done with Optima, essentially?

MS. PAGE:  That's correct.

MR. BRETT:  Okay.  And what does that represent in terms of total cost of your customer service in percentage terms, or dollar terms?  Is that like 90 percent of your customer service, or 50 percent, or what?

MS. PAGE:  I don't have that percentage with me.

MR. BRETT:  Perhaps you could provide that as part of an undertaking.  But maybe you could go on and answer the other questions first.

MS. PAGE:  Okay.  Can you remind me what the other questions were?

MR. BRETT:  Yes, I will.  You said I had a number of questions to you.  I asked you about customer call handling.  Is there any part of customer service that you outsource?

MS. PAGE:  So in terms of our call centre, we outsource the telephone handling, we outsource the clerical work around customers who are moving.

MR. BRETT:  Right.

MS. PAGE:  And that's primarily what we are outsourcing for the call centre.

MR. BRETT:  Okay.  Now, apart from contract handling and telephone answering, is there any other part of customer service that you outsource?

MS. PAGE:  For our billing segment and our collection segment, we also outsource to Optima some work there.

MR. BRETT:  I see, that's what -- your billing component and your collection component, that's the compilation of your bills -- production of your bills and sending them out?

MS. PAGE:  It would be around handling bill exceptions.  So bills that are not -- when a bill is ready to be billed, if there's something about that bill that's not ready to bill, then they would work on some of the exception processes for the billing group and the meter data management group.

MR. BRETT:  Okay, so it's not -- you produce your own bills.  Do you actually send them out yourself, or does the outsourcer send them out?

MS. PAGE:  We have an outsourcer that prints our bills.

MR. BRETT:  That prints our bills?


MS. PAGE:  Prints and mails our bills.

MR. BRETT:  Is that Optima?

MS. PAGE:  No it's not.

MR. BRETT:  Who is that?

MS. PAGE:  It's a company called KUBRA.

MR. BRETT:  And then what about collections?  You said you outsourced your -- what part of your collection activity do you outsource?

MS. PAGE:  We outsource part of the telephone handling work.  We also outsource some of the investigative work around tracking customers premise ownership.

MR. BRETT:  And is that Optima as well?

MS. PAGE:  That's correct.

MR. BRETT:  Okay, so it's really all Optima, except for the one exception that you gave there?

MS. PAGE:  That's correct.

MR. BRETT:  Okay.  And so in -- just going back to the discussion, what I would like to have, if you could give me by way of undertaking, is if you take those activities we have discussed, could you give me sort of dollar value for those historically, let's say from 2015 to 2019, and maybe for the test year.

And could you compare that with your total, however, you know, you conceive it, but your total customer service bill essentially?  In other words, the part that's missing would be the internal part, the internal costs of your own people, your own salaries, your own benefits, that's one piece.

The other piece is the amount that you're spending to pay the contractors that are doing the contracted-out part of it.  Does that make sense?

MR. KEIZER:  So basically you want a breakdown by dollars, and then as a proportion of what's done internally by Toronto Hydro relative to the customer service and what's outsourced?

MR. BRETT:  Yeah, and maybe if you could just -- I haven't -- if you could just specify the components as we just went through them, and if there's some big component that I have missed there -- what I am trying to get is just sort of an overall picture of this is our customer service organization or entity or activity, this is the piece we do ourselves, this is the piece we contract out, sort of organized by major category the way we have discussed, contract handling, telephone response, and so on.

I mean, I don't need to get into horrendous detail, but the major categories.

MS. PAGE:  Yes, we can provide that.

MR. MILLAR:  That's JTC3.14.
UNDERTAKING NO. JTC3.14:  TO BREAK DOWN CUSTOMER SERVICE COSTS BETWEEN IN-HOUSE AND CONTRACTED SERVICES, BY MAJOR CATEGORY


MR. BRETT:  I am going to end here, Mr. Millar, in deference to your understandable objective to get us through this and we'll catch up some other way.

MR. MILLAR:  Okay.  I do appreciate it.  Thank you very much, Mr. Brett.

I think we are at time for our lunch break.  Mr. Quinn, are you on the line?

MR. QUINN:  Yes, I am.

MR. MILLAR:  You had something like 15 minutes, which I don't think we are going to get through.  And I think you had a commitment until 2.  I think we will be back after that, so can we put you then?

MR. QUINN:  Yes, that should be fine, Mr. Millar.  I will be back on before 2 o'clock I anticipate.

MR. MILLAR:  Okay.  Let's break -- do you need an hour, Mr. Keizer.

MR. KEIZER:  Yes, please.

MR. MILLAR:  Okay, one hour.
--- Luncheon recess taken at 12:49 p.m.

--- On resuming at 1:50 p.m.

MR. MILLAR:  Welcome back, everyone.  We will commence our afternoon session starting with Mr. Ladanyi.
Examination by Mr. Ladanyi:

MR. LADANYI:  Good afternoon, panel.  My name is Tom Ladanyi.  I am consultant to Energy Probe.  I only have what I think is one question, and it's a follow-up from yesterday.  And to help us with the question, if you can turn to Exhibit 1A, SEC 1, Appendix A, which is your organization chart, which we saw this morning.

So can you tell me just for my understanding, there's a group under each column, if you like, and what are these groups called?  Are they called departments?  Are they called divisions?  In your nomenclature, what do you call these things?

MS. POWELL:  They represent divisions.

MR. LADANYI:  Divisions; all right.  And are all these divisions involved in approving capital projects or only some of them?

MS. POWELL:  Some of them.

MR. LADANYI:  Some of them.  So when -- there was a discussion of approval of capital projects, and I wanted to particularly know what the objectives were and the roles of different people.  Am I to assume that some of these people are not involved at all in approving capital projects?

MS. POWELL:  It depends on the capital project.  There may be some involvement from other divisions in the decision-making process.

MR. LADANYI:  All right, is there in evidence -- and I cannot be familiar with your entire amount of evidence -- are there actually job descriptions or descriptions of what these individuals actually do?  I can't tell from their titles.  Is there some exhibit you can point me to?

MS. COBAN:  Mr. Ladanyi, we already undertook this morning to provide the titles for each of these positions.

MR. LADANYI:  Oh, I know, but actually, we are talking about titles for the directors underneath and so on.  I would like to -- I only -- the named individuals on the top of each division, I am just asking, is there a description of what these individuals actually do in evidence?

MR. KEIZER:  I don't know if it's in evidence in terms of -- I will let the witnesses answer that, but...

MS. POWELL:  We do have some executive job descriptions that was submitted with an IR, which is 4A --


MR. LADANYI:  Excuse me, sorry?  What number is it?

MS. POWELL:  The IR, it's 4A-SEC-90, and there are executive job descriptions that are attached to that IR response.

MR. LADANYI:  Okay.  Very good, thank you very much.

And in these job descriptions, is it possible to tell what objectives these individuals have when they are approving capital projects?  There must be some sort of an objective that they have when they approve the project?  Are they trying to make sure the projects are, what, feasible, not feasible?  What is it -- what is it -- what are they looking at?

MR. KEIZER:  Well, first, Mr. Ladanyi, I don't think this is the question for this panel.  We talked about this yesterday.  We were trying to deal with individual job descriptions, and I think you had the opportunity to ask what role, for example, the, you know, the head of capital had or the CFO had with respect to the approval of capital projects, and I think that you covered that yesterday.

MR. LADANYI:  I will try it in a different way, if I can.  You have incentive payment system in a portion of the compensation for each individual that's in the top row of this exhibit, is related to their performance on something.  It would be possible for you to give me the objectives that each one of these individuals have in their job description or objectives for the year?  Not for everyone on this chart, not all the directors, just the top individuals.  That couldn't be that difficult.

MR. KEIZER:  Well, I don't know what you mean by "objectives", number one, and number two, I don't know why we are going through a personnel evaluation as part of this proceeding.  You know, the capital program occurs through many individuals, you know, that are involved in creating the capital program.  So I am not quite sure why we are going to go down the road of doing a personnel
evaluation --


MR. LADANYI:  What I am looking at specifically is capital performance of Toronto Hydro, and I would like to know, are the people -- who is responsible in ensuring that projects are completed on time and on budget and what portion of that individuals or groups of individuals compensation is related to performance of the capital program.  If there's another way you can provide this information I would be happy to receive it.

MR. KEIZER:  Well, can I have a moment?

Mr. Ladanyi, in the evidence there's filed -- in the evidence -- I forget which IR -- is the corporate scorecard, and the performance of the capital plan, in Toronto Hydro's view, is a corporate responsibility, and so we are not going to file, you know, personal objectives or evaluations relating to the individuals you referenced in the exhibit.

MR. LADANYI:  Could you give me the exhibit reference if you know it of the performance scorecard?

MR. KEIZER:  If we can have a moment.

I believe it's at 1B-SEC-8.

MR. LADANYI:  And there's no individual score cards for these individuals listed in the top line on the organizational chart that we can see?

MR. KEIZER:  We are not going to file them, even if they do exist.

MR. LADANYI:  So it's a refusal?

MR. KEIZER:  It is.

MR. LADANYI:  Thank you.

MR. RUBENSTEIN:  Can I just ask a follow-up question?  What percentage of the executives' incentive pay is based on corporate versus personal objectives, roughly?

MS. POWELL:  The corporate weighting is 60 percent, their divisional weighting is 20 percent, and their individual weighting is 20 percent.  And the information is actually spelled out in our annual information form, which is part of IR 4A-SEC-90.

MR. BRETT:  What's the rest of that cite again?

MS. POWELL:  4A-SEC-90.

MR. MILLAR:  Is that all for you, Mr. Ladanyi?

MR. LADANYI:  Yes, it is.
Examination by Dr. Higgin:

DR. HIGGIN:  I am Roger Higgin, also with Energy Probe.

In looking at the OM&A budget this year for the CIR plan we focused our IRs on four areas:  IT, fleet, billing, and regulatory, okay?  That's just a segue.

So what I am going to talk about today is some of the IR responses that relate to IT and to the fleet and billing.  I won't talk about regulatory.

So I am going to start with a segue into EP -- 2B-EP-49.  And if we just look at part B of the question, you see why we are looking at it, okay?  Basically, there's a big increase, 50 million, in IT expenditures over the period, so that's what we are looking at.

So if we come to the questions then, I asked some questions that says if you look at the response it says all these good things, but go and see that Gartner has provided a report that benchmarks our costs, so that's what it says.

So then we have a look at the Gartner report, and we have some responses there in part B of the response.  The first question was:  "What budget were you using to benchmark against the peer group?"


That was the first question, and the response says at the bottom line of that part of the response:
"Since the scope of costs between what is reported in by Toronto Hydro in Exhibit 2B, section E8.4, page 14, table 5, and the benchmark are different, we can't relate the benchmarks to that table that's in the DSP."

So that's the -- that's where this leads from.  If you would remember, and take it subject to check, this is next, the question I am coming to, Gartner used as its benchmarks revenue, operational expense, which is what we are now going to talk about, and IT employees.

So we asked them about that question, operational expense.  So can you give me the numbers that you gave to Gartner, historic, for their benchmarking corresponding to the operational IT expense that you gave Gartner?  Because as they say in their response, they can't benchmark those to the evidence in E8.4.  So I am trying to understand what benchmark costs you provide to them for Toronto Hydro that went into their analysis.

So can you provide the operational cost using the same definition that Gartner have used in their benchmark?

MS. WOO:  So if you refer back to EP -- 2B-EP-49, Gartner also submitted a spreadsheet that has the numbers that they have used for the 2017 benchmark.

DR. HIGGIN:  Okay.  Is that spreadsheet on the record?  Yes?  I didn't see it attached to the response, that was -- maybe I missed it, because that would have been showing all of the data for all of the peer group and they wouldn't want to disclose that.

MS. WOO:  So the sheet which is part of the Gartner IT budget assessment is only for Toronto Hydro, not for the peer group.  So there it has a number for the total IT budget, for the IT operational budget for 2017.

DR. HIGGIN:  Right.  And how does that compare, just Briefly -- I will look at it -- to the data in table 5, which is, as they say, only capital, is that correct?  Just so I understand the difference.

MS. WOO:  Can you refer to where that table 5 is again, please?

DR. HIGGIN:  It's in the response, E4 -- Exhibit 2B, section E8.4, page 14, table 5.  That's what they told me.  And they say it's only capital, and they used something different.  There it is.

So looking at 2017, which you have just talked about, I assume that 55 million corresponds to part of that total operational expense.


MS. WOO:  In the Gartner benchmark, they look at the benchmark based on their definition.  They look at the total financial, which includes capital and operational costs.  The way that we have filed, we have one file for IT OT, which is our capital expenditure, and we have one file for IT OM&A.

DR. HIGGIN:  So can you just point me to the reference for the second?  I have got the capital.  The capital is here in the table.

MS. WOO:  So the table where I was referring to the Gartner spreadsheet is in the response for 2B-SEC-72.

DR. HIGGIN:  72; thank you, that's helpful.  Now, the other thing I'd like to look at is the response to part E, and this a Gartner report response.  And so as a sort of context here, I have spent many years looking at benchmark reports including IT ones, and I am quite aware of the parameters that are often used to benchmark.

So Gartner says we used revenue, okay.  And then they say, oh, by the way we did use IT per employee, and they point us to slide 21.  So let's look at slide 21 of the Gartner report; it's the last piece of the whole DSPT, the last page.  Yes, it's page 21.

Look at the comment on page 21, if you would.  You have to go to the top to see the whole comment, please.  Right.  What it says there is:
 "While IT spending per employee is about 2.3 times the average of the peer group..."

However, then they go down and say it may be a relatively lower employee.  So we don't think that's a reasonable benchmark to say that you are, on an employee basis, at the peer group or anywhere near it; it says 2.3 times.  Would you comment?

MS. WOO:  Gartner is regarded as the industry expert in IT and this report is created by Gartner, so I would not be able to comment on that.  I would have to rely on the expert who did this benchmark and trust her comments on that.

DR. HIGGIN:  Right.  So there we go, that's our problem.  We don't believe this benchmark, regardless of Gartner, is something that we feel is appropriate.  I have looked at so many of these IT benchmarks over the years and first of all it, doesn't have the right number of parameters on which it's benchmarked.  Really, the only one that's relevant is revenue of all the parameters.

So what I would like --


MR. MILLAR:  Dr. Higgin, are you getting into argument now?

DR. HIGGIN:  I am going to ask a question.  I am going to ask TH to fix that problem for me, and benchmark their costs against available Ontario data from the Ontario utilities in terms of their IT costs on those parameters.

That is what I am going to ask you to do, and I expect you will refuse me.  The data is, by the way, in the triple-R filings for the utilities.  It's not like it doesn't exist.

So I would like you to do that on those parameters which are revenue -- yes, he's done that -- and the other ones I have asked for: IT budget for gross assets, IT budget per customer, and IT budget for employee.

I would like you to do that, and provide it to us as an undertaking.

MR. KEIZER:  Mr. Higgin, we are going to stand by the report that Gartner prepared for us.  So we won't be undertaking another benchmarking report for the purposes of this hearing.

I do note as well Gartner's note.  When you referred to the 2.3 times greater, there is a second bullet that says:

"Gartner believes that the relatively lower employee count skews the results for IT spending per employee."

So it's not the higher IT spending, so they have obviously reached a conclusion contrary to yours, and you are free to assert what you want within the proceeding and argument.

DR. HIGGIN:  Thank you, I expected that, so we will move on to the next area, which is equally contentious, which is the fleet.  So how do we get there -- sorry?

MR. HANN:  A question about the Gartner spending, please.

DR. HIGGIN:  Okay, I couldn't hear, sorry.

MR. HANN:  The second bullet, if Gartner believes that a relatively lower employee count skews the results then does that make this invalid to do it by employee?

MS. WOO:  No.

MR. HANN:  Why not?  Because you are saying on the one hand because you have more employees it's a better number, but you have less employees, it's a worse number.

MS. WOO:  Gartner is the expert and the professional, so if they have reached this conclusion, that's the expert opinion.

MR. HANN:  And the expert opinion has that caveat that says that it's skewed.

MR. MILLAR:  Well, I think we are getting into argument now, so let's continue.  Energy Probe is more than halfway through its time, so I would like to keep them moving.

DR. HIGGIN:  Okay.  Let's move on to the fleet.  I will try and get into that discussion.  I think I will start with EP 51.  That's 4A-EP-51.  Okay?  And can we pick up the response to part A?  And we will go from there.  So the response to part A, you give us some data on the fleet, and then underneath we ask about how the fleet demographic will look in 2020 to '24 on the light duty, and then you have another comment about how that relates to operational costs.  Okay?  You see those two comments there below?  There they are.  And under the 2020 to 2024, that's the area that we are dealing with here in this application, okay?

So I am going to come from that, and you also -- at the bottom of this interrogatory you refer us to 1B-SEC-3, Appendix E.  That's the fleet challenge report, okay?  And we will be flipping to that, so -- as we go, okay?  So can we go there first of all -- we will have a quick look at something.  Can we go to the fleet challenge report, and can we look at the table, which I believe may be 31, but anyway, Table 4.4, which is the lifecycle analysis in the report.  Do you have that?

MR. NAHYAAN:  Yes.

DR. HIGGIN:  Okay.  So the first simple question now in terms of where we are going in the future is did you adopt the life cycle analysis-related costs lifetimes in Table 4.4 into your Table 5, which is Exhibit E, E8.3.4, Table 5?

MR. NAHYAAN:  Can you repeat the reference to the Table 5, please?

DR. HIGGIN:  I am sorry, the reference I have is Exhibit E8.3.4, Table 5.  I don't know which -- can you not find it?

MR. NAHYAAN:  Yes, I found it, thank you.

DR. HIGGIN:  You have it?  So I am just comparing the LCA costs prepared by the consultant to what you're proposing now in your DSP for the fleet in terms of lifetime for each of the types of vehicles.  And I look at it, and it's not exactly a match, no.  You have made something different.  So the first question, come back to the question, have you adopted, and if not why not, the recommendations of the consultant?  Some of them are the same and some of them are different, put it that way.  I don't want a detailed explanation.  Then we will go there in a minute as to reasons why.

MR. NAHYAAN:  Do you want us to focus on the specific ones which are different?

DR. HIGGIN:  No, we just want to say where the big differences are and if you have a reason why the differences are there between what the LCA analysis by the consultants said and what you have offered in your DSP plan, that's all.  If there's some big differences, maybe comment on one or two.  I don't want to go every one.  Just, we can pick one or two if you wish.  And what I am doing here, just to be helpful, is I am going back to your vehicle, to the response to our interrogatory part A, where you said about how the average age was going to change over that period.  You told us what it was going to be, and I am trying to reconcile that with the plan, as I see it, which shows it is based on this age profile.

So can I have an undertaking then just to save time here -- I would like you to reconcile then the Table 4.4 of the consultant's report to Exhibit E8.3.4, Table 5, and in doing so to comment and reconcile it to the response to Part A of EP 51.

Can I have an undertaking to do that?  It's too much time.

MR. NAHYAAN:  Sorry, before we take the undertaking, I did a line-by-line check of any of the indicators which actually demonstrated a net change between 2013 and '17, and it seems like between table 4.4 in the life cycle analysis report by the consultant and table 5, which is part of Toronto Hydro's evidence, the line-by-line matches.

DR. HIGGIN:  They all match?  And how does that reconcile to the part A response to EP 52?

MR. NAHYAAN:  I believe your original reference was EP 51.

DR. HIGGIN:  Sorry, no, but I am looking at the response -- yes, you are correct.  I am sorry.  Okay.

MR. NAHYAAN:  So for clarification, based on my quick analysis of any of the net changes demonstrated in both those tables, they seem equivalent.  The approximate number of vehicles and approximate age for 2020 forecast and 2024 forecast are based on the final projection of change-outs of those vehicles or disposition of those vehicles.  If you go through our evidence it states that our actual change-out of vehicle decision is based on the corresponding condition assessment of the vehicle, not necessarily a direct application of the LCA recommendation.

DR. HIGGIN:  Okay.  So you are saying that the main thing is you have to drive your capital program from something.  This is what you are supposed to drive your program from.  Am I correct?  From this fleet profile, age of vehicles and so on?  That is the driver?

MR. NAHYAAN:  The actual life cycle analysis is the starting point of our decision-making for the overall fleet that we manage in terms of capital investments in the future.

DR. HIGGIN:  Okay, right.  So could we now just go to the life cycle question, which I think is perhaps at the heart of this.  The consultants have done a certain LCA analysis.  I will refer you to that analysis here.  Let's see where they have it... Yes, it is capital budget now.  LCA analysis is table 4.6 of the consultant's report, which is page 31 of the consultant's report.  Could you just look at that?

MR. NAHYAAN:  Yes, I have the reference.

DR. HIGGIN:  You have it.  So just take it, subject to check, over those five years they're proposing under this LCA that they have done 28.2 million capital.  Just take it -- you don't have to add the numbers up.  Take it to check.  That's what they say.

MR. NAHYAAN:  Okay, subject to check.

DR. HIGGIN:  Right.  So then we come to your capital budget.  Can we have a look at your capital budget?  Could you pull that up for me?  I am just trying to find the reference here.

But your capital budget is about 45 million, correct?

MR. NAHYAAN:  45.2 million.

DR. HIGGIN:  Yes.  I am trying to understand that difference.  I think we have got the same five years here in the capital budget projections.  They have the LCA analysis, which I said is 28 and yours is 45.2.  I just want to understand the difference.

MR. NAHYAAN:  Can I refer you to page 9 of the LCA analysis report of the consultant?

DR. HIGGIN:  Yes, page 9, okay.

MR. NAHYAAN:  Under the executive summary section.

DR. HIGGIN:  Yes.

MR. NAHYAAN:  So the table provided in that page 9, which includes 2018 and '19 actual forecast as well as the future forecast from the consultant, is the representative scenario that's been recommended from the consultant for Toronto Hydro change.

If you actually add up the sum for the 2020 baseline year to 2024, it equates to about roughly 41.4 million which is roughly this.

DR. HIGGIN:  So how does that relate to table 4.6, the LCA analysis?  We are going to come to the final on this, I think, in a minute.

MR. NAHYAAN:  So if you look at page 32 -- I think you are referring me the page 31?

DR. HIGGIN:  Yes.

MR. NAHYAAN:  Page 32 is the recommended scenario, the table that's presented in page 32.

DR. HIGGIN:  Okay, so you -- they recommended that, but you don't know why they changed from the LCA analysis?

MR. NAHYAAN:  So in terms of their recommendation, they utilize a business as usual scenario, as well as a long-term CAPEX requirement scenario, and the final scenario includes the actual forecast for '18 and '19.

Those make the critical -- or is the key differentiating factor between those two scenarios.

DR. HIGGIN:  Right.  So let's come to what is actually before us in the DSP.  You came up with three scenarios, right?  One was business as usual, there was your recommended or your proposed, and then there was an LCA analysis, correct?  The three scenarios.

MR. NAHYAAN:  Those were the three scenarios that were discovered or investigated by the consultant, Toronto Hydro's consultant.

DR. HIGGIN:  And you chose something in the middle, which I think -- what have you called it?  Your middle scenario, which is called, I will get it --


MR. KEIZER:  I believe the witness was just about -- was saying something else when you responded with something else, Mr. Higgin.

DR. HIGGIN:  Yes, okay, sorry.

MR. NAHYAAN:  So how the process unfolded is they made a recommended scenario that was based on that 2018 and '19 forecast and their overall analysis of the LCA.  That translated into the capital program forecast for Toronto Hydro.  That's how it unfolded.

DR. HIGGIN:  And is that the managed fleet, and please explain the managed fleet relative to all of those other scenarios that you have mentioned including the LCA, the business as usual, and all of those things that get us to what's before us, which is, quote, "the managed fleet"?

MR. NAHYAAN:  So at a high level, how the process unfolded is Toronto Hydro was asked to refresh its LCA analysis from 2013 into the 2017 period, with additional data that is available from Toronto Hydro, actual data in terms of operating costs, as well as the vehicle life, as well as all other pertinent information feeding into that FAR model that the consultant utilized in order to forecast their recommended version of the long-term capital planning version, which is in this table at page 32.

Once that translated into Toronto Hydro's actual option, that essentially refers to the Toronto Hydro managed fleet option analyzed by Toronto Hydro.  In terms of options analysis, Toronto Hydro also evaluated a run to fail scenario, as well as a direct reflection of the baseline LCA scenario.

I wouldn't say that one scenario analysis or one options analysis is exactly the same methodology used in the other options analysis.  One was purely from an LCA derision perspective.  The other one is more from a rate impact perspective from the filed evidence in Toronto Hydro.

DR. HIGGIN:  Right.  Now, can you just summarize for us, either by undertaking, for those three options on the capital and also the opex, what are the differences in those three options, which of the three options?  Can you summarize for us those?  I think you have answered it in 52.  If that's your answer there, if that's complete, that would do, EP 52.

MR. NAHYAAN:  It would be my understanding that I answered the question in terms of how the process unfolded in terms of the benchmarking study versus the difference in Toronto Hydro's analysis of options.

DR. HIGGIN:  Right.  So just to summarize -- and look at EP 52, please.  You've chosen the managed fleet option, correct, as being in the DSPs that's in there, correct?

MR. NAHYAAN:  Yes, that formulates our plan, yes.

DR. HIGGIN:  And then if you go now to look at the opex bit just to complete this, and you do give us the two charts there in EP 52 on the opex, you'll see a very significant difference between the managed and the other, a massive, massive difference, right?

Tell me why that's the case.

MR. NAHYAAN:  Can I refer you to page 18 of 20, Exhibit 2B, section E8.3.

DR. HIGGIN:  Yes.

MR. NAHYAAN:  Option 3.

DR. HIGGIN:  Option 3, just to get it on my map, is?

MR. NAHYAAN:  It's replacement --


DR. HIGGIN:  Is the LCA option?

MR. NAHYAAN:  Correct.  I just want to read the description between lines 13 and 17.

"This option entails replacing all vehicle types according to the exact replacement ages provided for in the LCA review, and replacing all trailers over 20 years of age, without taking into account asset condition assessments gathered during routine inspections.  Trailers are usually replaced reactively once failure or breakdown occurs.  This option would require 56.5 million in funding over the 2020 to 2024 period."


So there's actually two key differences between this option and the managed fleet option.  The two key differences being one is completely ignore any live condition assessment that we have on the vehicles and change the vehicles right at the LCA recommended age time frame, as well as the second element, which may or may not have featured in the other scenario that the consultant took into account in terms of their options, was to replace all trailers at 20 years of age.  So those two factors would be indicative of that difference between those two charts.

DR. HIGGIN:  And there's a 10 million increase in capital, that's what you say, that's related to that?  From 45 to 52?

MR. NAHYAAN:  14 million, yes.

DR. HIGGIN:  Yes, 14 million.   Okay.  Thank you --


MR. MILLAR:  Dr. Higgin --


DR. HIGGIN:  -- those are my questions, thank you.

MR. MILLAR:  That's it?  Okay.  Great, thank you very much.  Dwayne, are you on the line?

MR. QUINN:  Yes, I am.

MR. MILLAR:  Did you want to get yours in quickly, please.
Examination by Mr. Quinn:

MR. QUINN:  Sure, Michael.  Thank you very much.

Good afternoon, panel.  This is Dwayne Quinn.  I was in the room earlier this week on behalf of GTAA, and the questions I am going to ask were asked of panel 1 and then I was directed to ask panel 2.  So I think if you could open 4A-GTAA-5, please, and let me know when you have that up.

MR. SASSO:  Yes, we have that.

MR. QUINN:  Thank you.  So on Day 1 we were discussing with Toronto Hydro's panel Toronto Hydro's responses to heat detectors in building vaults.  We are interested -- what we are interested in is what information was being reported on and tracked in your database.  Specifically, we were interested in what -- you know, is there an identification of root cause of the heat detector alarm being signalled?  So first off, does Toronto Hydro track the alarms and categorize the cause of the alarms upon investigation?

MR. NAHYAAN:  As previously mentioned by panel 1, this program is at the infancy stages of its implementation.  The alarms that are presumably available from the heat detector setup in terms of the automation program are being recorded, but not necessarily thoroughly analyzed as of yet.  We intend to embark on that in the future.

MR. QUINN:  But you would get a report.  When somebody is making a response they would have to report back to you in what they found; correct?

MR. NAHYAAN:  So for every response where a crew is dispatched, there is a report.  I cannot speak about any specific root-causing information for heat sensors or heat detectors per se.

MR. QUINN:  Well, what we are looking for is to understand what is being tracked and how you may use it in the future.  If you can't answer how you may use it in the future, providing us the information that interrogatory lays out the number of reported vault inspections that were triggered by a heat detector.  So in some ways you must be able to categorize that data in terms of, was it a failure of equipment in the vault as a simple difference from ambient temperature increased the heat in the vault sufficient to trigger the alarm.  Just at that simple level you would have information like that, would you not?

MR. KEIZER:  Sorry, Mr. Quinn, are you referring to the calls that are referred to in your GTAA 5 in part C?  Is that the calls you are making reference to?

MR. QUINN:  Part C has Toronto Hydro started tracking -- started to track requested data in 2017.  In 2017, received 174 calls, 2018, 111 calls.  That is data that is important, in my view, to a utility in terms of understanding the nature of the calls they are attending and what proactive measures they can put in place in the future to reduce incidents that may impact the customer's service or the surrounding area.  So we are trying to understand what is Toronto Hydro tracking and can we get an undertaking to show what information they have at least captured, if they haven't analyzed it, what has been captured on these service calls --


MR. KEIZER:  In relation to the heat detection unit.  Is that what you are saying?

MR. QUINN:  Yes, yes.  That's the context of the question, and I understood it to be the context of the answers.

MR. NAHYAAN:  So we can definitely investigate what these reports and what level of data and details are captured in here.  At this point I don't have that detail available.

MR. KEIZER:  So Mr. Quinn --


MR. QUINN:  No, I respect you won't --


MR. KEIZER:  So Mr. Quinn --


MR. QUINN:  -- so I was just going to say, I respect you wouldn't have it in front of you, but, yes, if you could provide the data, and it might be just simple percentages, 50 percent of service calls were equipment failure, 40 percent were ambient heat.  Whatever data you do have I think is very helpful to our concerns and hopefully to Toronto Hydro's concerns in terms of continuity of service.

MR. KEIZER:  Well, I think what we would undertake to do is to look to see if there is any data recorded in respect of the heat detection unit in relation to these particular calls, and then, you know, be able to determine at that point what data we could provide.

MR. QUINN:  Okay.  I will trust that there will be some data provided in some fashion, and to the extent it's at a high level and there's caveats I will respect at least the response to that point, but it may create some follow-up questions as we get closer to hearing.

MR. MILLAR:  Okay.  Let's mark that.  JTC3.15.
UNDERTAKING NO. JTC3.15:  TO SEE IF THERE IS ANY DATA RECORDED IN RESPECT OF THE HEAT DETECTION UNIT IN RELATION TO THESE PARTICULAR CALLS, AND DETERMINE WHAT DATA CAN BE PROVIDED.

MR. KEIZER:  To be clear, Mr. Quinn says "I trust there is data".  We don't know if there is data, so --


MR. MILLAR:  We will see what the response is, and if he has to follow-up he will follow-up.  Let's keep moving.

MR. QUINN:  Yup, okay.  That's all my questions for this panel, Michael.  Thank you very --


MR. MILLAR:  Okay, thank you, Mr. Quinn.

Mr. Stephenson?
Examination by Mr. Stephenson:

MR. STEPHENSON:  Good afternoon, panel.  My name is Richard Stephenson.  I am counsel for the Power Workers Union.

If I can, the first place I'd like to go is to
AMPCO -- it's 4A-AMPCO-100, which is the chart that shows FTEs and compensation costs.  I am not sure whether any of the panellists were around for the last hearing, but there was a -- it will come as no surprise to any of you that there was a similar chart filed during the last hearing, and it showed a forecast out to at least the current year, and it broke down the FTEs by category.  And I was particularly interested in the PWU-represented FTEs.  In the prior case it was CUPE-represented.

The numbers that were forecast back in the last case for 2018 and 2019 were about roughly 200 FTEs higher than you are now reporting as your 2018 actuals and your 2019 forecast.  And I was hoping somebody can assist me as to how that came about.

MR. KEIZER:  Do you have the information?  Like when you're saying in the last case it was this, do you have the information you can put to the witnesses to show them?

MR. STEPHENSON:  Is there an issue about that?  Do you not know?

MR. KEIZER:  Well, I mean, there's lots of information the witnesses have to refer to.

MR. STEPHENSON:  I understand that, but if they know the answer, then they don't need the document.

MR. KEIZER:  Well, no.  That's not the case, to the extent that there may be other things within that document or other elements within that table.  That's all I am saying.

MR. STEPHENSON:  I don't have a copy of it, but I can tell you it was interrogatory response 4A-Society-5, filed on November 5, 2014, which forecasted in 2018, 957 CUPE FTEs.  You can go back and check it, that's fine.  And if you want to quarrel about it afterwards, that's fine.

I am just trying to ask the question if you know that was in fact the case.

MR. KEIZER:  Well, sorry, but what you are asking this panel to do is to reconcile the forecast from last time with the numbers this time.

MR. STEPHENSON:  I am ultimately, yeah.

MR. KEIZER:  So to be fair, they would have to go back and refresh their memories about the forecasts that...

MR. STEPHENSON:  Mr. Keizer, I am perfectly happy if you want to take it away as an undertaking.  Not a problem at all.

MR. KEIZER:  Maybe we should make an undertaking, then.

MR. MILLAR:  Can you state the undertaking, Mr. Stephenson?

MR. STEPHENSON:  It is to reconcile the forecast PWU FTEs as recorded in undertaking response 4A-Society-5 in EB-2014-0116 with your current actuals, as reflected in 4A-AMPCO-100B.

MR. MILLAR:  And by reconcile, I assume you mean explain the difference.


MR. STEPHENSON:  Yes, and what I am looking for, panel, is this:  Did this occur as a result of a change in your plan, in the sense that you're doing less of the kind of work that PWU people were doing back in 2014, or you forecast then?

Is it that the work is the same amount or more, but is being done in a different fashion because you are using different categories of employees or different technology.  Or is it because you have had difficulty recruiting to fill your current FTEs.

MR. MILLAR:  So we will mark that as JTC3.16 and we will see what the answer is.

MR. STEPHENSON:  Right.

MR. KEIZER:  Thank you.
UNDERTAKING NO. JTC3.16:  TO RECONCILE THE FORECAST PWU FTES AS RECORDED IN UNDERTAKING RESPONSE 4A-SOCIETY-5 IN EB-2014-0116 WITH YOUR CURRENT ACTUALS AS REFLECTED IN 4A-AMPCO-100B.

MR. STEPHENSON:  And maybe I might be able to get that last question answered right here, because do you have -- do you know, are there a material number of vacancies in the PWU-represented job categories, such that the current actuals reflect a lower number than what you would ideally want to have?

MS. POWELL:  We have been working with PWU to try and come to a resolution to harmonize a couple roles.  We have the overhead and the underground roles, which would provide a lot of efficiencies.

And unfortunately, we haven't been able to successfully come to resolution on that matter.  And we know that for 2018, that did result in us being about approximately 50 positions behind in that job category.

MR. STEPHENSON:  Fair enough.  Is that a reasonable estimate of the current vacancy rate, then?  Is that what you are telling me, or...

MS. POWELL:  That is the 2015 to 2018 plan versus actual gap right now.

MR. STEPHENSON:  And just to be clear, when you say plan, when was the plan that you were referencing?  What year was the plan that you were referencing?

MS. POWELL:  Starting from 2015, 2015 to 2018 is the period that I am referencing.

MR. STEPHENSON:  And just to be clear, so you are now about 50 percent -- you have about 50 percent -- sorry, 50 positions in 2018 less than you were planning to have in 2018 when you made that plan in 2015?

MS. POWELL:  Correct.

MR. STEPHENSON:  Okay.  But has there been any change in Hydro One's work program that it was seeking to execute in 2018, relative to when it made that plan in 2015 in terms of the size of the work program performed by PWU people?

MR. SASSO:  And by Hydro One, you mean Toronto Hydro, Mr. Shepherd?  I think...

MR. STEPHENSON:  Now I know how -- never mind, yes, you are correct and you are more clever than I am.  I didn't have a good comeback.  I apologize.

But did you get the question, leaving aside my mislabelling?

MS. POWELL:  I believe that that might come out when we do the undertaking.

MR. STEPHENSON:  All right, thank you.  If I can just take you to Exhibit B1, tab 2, schedule 2, page 22, this is the construction efficiency performance metric.  And you may recall there is a confidentiality issue around a particular number in this document, and I am not going -- I am not seeking for you to provide any confidential information in response to this question.

That being said, if you feel like you need to, let us know and we can deal with it, okay.

In this excerpt under item 9, construction efficiency internal versus contractor cost benchmarking, you are describing there that there is a variance between costs on certain construction projects, depending upon how they are staffed.  Is that fair?

Without getting into what the variance is, there is a reference to a variance.

MR. SASSO:  We see that in the material Mr. Stephenson.  I think we are just not sure if we will be able to handle these questions, depending on how it goes.

MR. STEPHENSON:  Let me just ask you -- surely that's not a confidential answer.  There's a discussion about a variance in cost.

MR. KEIZER:  It's really whether or not it's their area of expertise.

MR. SASSO:  The performance topic generally is being handled by panel 3.  That's our only hesitation.

MR. STEPHENSON:  And maybe you will have to punt this.

My question is actually this:  The reference here is to construction efficiency.  And what wasn't clear to me is whether this is construction in the context of capital projects, or in the context of maintenance projects, or some combination thereof.  Do you know the answer to that?

MR. KEIZER:  I am not sure that this is the right panel for that.

MR. STEPHENSON:  Which panel would it be?

MR. KEIZER:  Well, there is performance measures that are being dealt with in panel 3, although some information relating to potentially some of the cost differences between internal and external work by contractors was something that panel 1 may have been able to cover off.  So my suggestion is to give it a go with panel 3.  If we can't answer it there then we do it by way of undertaking.

MR. STEPHENSON:  Sure, I am happy do that.

Next, if I can just take you to 4A-AMPCO-93, and I -- I just want to reconcile a chart there.  It's Table 1.  And I think maybe you have actually been taken to this chart before.  There is another chart which deals with percentage of third-party contractors for OM&A and maintenance, and it is in response to 4A-SEC-76.  And none of the percentages seem to line up with this response.  And I can't -- in particular, it's the maintenance line in the AMPCO 93 document.  And I am just looking for a reconciliation between the two numbers.

MR. KEIZER:  What was the SEC --


MR. STEPHENSON:  4A-SEC-76.

MR. KEIZER:  76, thank you.

MR. STEPHENSON:  Yeah, that's a nice job there.

So -- well, it was a nice job, it was excellent.  And you will see there in the top table under the maintenance line there are a series of numbers which do not seem to reconcile with any of the lines in the OM&A chart, and I would have thought they would.  It would have at least -- and you can give me a undertaking on this as well if you like.

MR. MILLAR:  Unless it can be answered right now I suggest that's the easiest way.

MR. KEIZER:  No, I think that's fair.  And so the undertaking is to reconcile the maintenance line appearing in Table 1 of 4A-AMPCO-93 with the chart appearing as table 1 in SEC 76?

MR. STEPHENSON:  That's correct, thank you.

MR. MILLAR:  Okay, thank you.  JTC3.17.
UNDERTAKING NO. JTC3.17:  TO RECONCILE THE MAINTENANCE LINE APPEARING IN TABLE 1 OF 4A-AMPCO-93 WITH THE CHART APPEARING AS TABLE 1 IN SEC 76.

MR. STEPHENSON:  I just want to talk about forecast retirements for a moment, and I don't think this requires any reference to the specific numbers in the evidence. But I was hoping you might be able to assist me with this.

My understanding is that with respect to at least the PWU-represented employees, there is a provision in the current collective agreement that deals with the post-employment benefits received by employees, and there is a change that occurs depending upon when the person retires.  And I have forgotten the precise year.  I believe it's 2020.  If they retire after 2020, their post-retirement benefits are less generous than if they retire before 2020; do I have that correct?

MS. POWELL:  That is correct.

MR. STEPHENSON:  Okay.  I thought so.

And it would seem to me that that would create some incentive for somebody that may have a choice about the matter to retire before 2020 in order to get incrementally better benefits; does that make sense?

MS. POWELL:  When they retire, that is a personal decision, and that's something that they need to do the financial calculations for.

MR. STEPHENSON:  Of course.  But I assume this was at least part of the reason why the employer agreed to this, that they were mindful it would have this effect; correct?

MR. KEIZER:  But Mr. Stephenson, what -- I am trying to get to a point where this is actually relevant to the case we have in front of us, rather than dealing with what the negotiation strategy was at the time we entered into the collective bargaining agreement.

MR. STEPHENSON:  Are you finished, sir?

MR. KEIZER:  I am.

MR. STEPHENSON:  Okay.  You have a retirement forecast in your evidence; correct?

MS. POWELL:  Yes.

MR. STEPHENSON:  Okay, it doesn't appear to me that those -- the retirement forecast takes into account the effect of this incentive.  Do you know whether or not that factor was taken into account in your forecast?

MS. POWELL:  The retirement forecast is based on the 92 factor.  That's how it was calculated.

MR. STEPHENSON:  I appreciate that.  But -- and so the answer to the question is it does not take this into account; correct?

MS. POWELL:  We did not specifically look at that detail.  It was based on a 92 factor based on historical.

MR. STEPHENSON:  Okay, so it does not take it into account, thank you.

I have seen some Toronto Hydro documents that make reference to a category of workers called contingent workers.  Does that term mean something to you; contingent workers?

MR. KEIZER:  Sorry, you have seen it somewhere in the evidence?

MR. STEPHENSON:  I can't remember if it's in the evidence or if I have seen it elsewhere.  I'm just -- and if the witness doesn't know the answer then the witness doesn't know the answer.  I am just asking the question.

MR. KEIZER:  Well, does it have relevance to what we are doing here?

MR. STEPHENSON:  Yeah, it does, sir, but let me ask the question.

MR. KEIZER:  Well, you can ask the question and I will decide whether they answer it.  How is that?

MR. STEPHENSON:  Fine.  If you want to get -- just refuse it then.  Please, let's just move on.

MR. KEIZER:  Well, if you can provide me a basis of what it's relevant to, that would be helpful.

MR. STEPHENSON:  I want to know what the FTEs are, the true FTEs are, and whether contingent workers are included in them or not.

MR. KEIZER:  How about you put a definition of what you think it means.

MR. STEPHENSON:  Well, this isn't a game, sir.  Like, come on.  Either's --


MR. MILLAR:  I think the question is fair, so let's hear from -- although I have no power to decide that. 

[Laughter]

MR. KEIZER:  No, you don't.

MR. STEPHENSON:  Mr. Keizer, if you want to refuse it, refuse it.  Please, then just do it.

MR. KEIZER:  Sure, we will refuse it.

MR. STEPHENSON:  Okay, great, thank you, those are my questions, thank you, panel.

MR. MILLAR:  Okay, thank you, Mr. Stephenson.

Does somebody have about 15 minutes?  Julie?  Please, go ahead.
Examination by Ms. Girvan:

MS. GIRVAN:  If you could turn, panel, to Staff 118, 4A-Staff-118.  And I just have a few questions around -- sorry, Jack.

I am just trying to understand this whole incremental costs associated with monthly billing.  So when this was implemented this is the incremental annual costs associated with monthly billing relative to a scenario where you had bimonthly billing; is that right?  What does the $4.8 million mean?

MS. PAGE:  Yes, the costs are incremental.

MS. GIRVAN:  And are these operating costs, or operating then capital?

MS. PAGE:  Operating.

MS. GIRVAN:  Okay.  And there's also an interrogatory, CCC 39.  You don't need to turn it up, but it's just what I am sort of looking at.  We've got $4.8 million incremental cost.  But from what I am seeing, Toronto Hydro is saying, well, there's no real benefit associated with that cost.

Is that Toronto Hydro's position?

MS. PAGE:  This was a regulated requirement.

MS. GIRVAN:  Oh, I realize that.

MS. PAGE:  So Toronto Hydro doesn't have a position on benefits to customers.

MS. GIRVAN:  But in a sense -- well, I guess what I am really asking is -- I realize there are no sort of cost reductions or things like that associated with it.  In fact, it's an increased cost.

But I am just trying to understand if there are any benefits associated with monthly billing.  I think your answer is no; I think that's in the evidence.

MR. KEIZER:  Yes, I think it's as in the evidence, Ms. Girvan.

MS. GIRVAN:  Okay.  So there's no benefits to the...

MR. KEIZER:  Well, it's based on what's stated in the IR, and it's on the screen.

MS. GIRVAN:  Okay.  So that's your position, there are no benefits, thank you.

If you can please turn to 3-Staff-107, this was about the net gain on sales that occurred in the previous period.  Could you scroll down to the chart?  That's right.

So with respect to the net total gain on sales in the period 2015 to '17 of the 6.7, how is that amount treated in the sense did that go back to customers, or was that a shareholder benefit?

MR. ZENI:  That amount is included as part of our revenue offsets for those specific years.  And no, the plan does not make any assumptions of return to ratepayers.

MS. GIRVAN:  Okay.  So in fact there weren't any net gain on sales forecast, is that what you are saying, during that period?

MR. ZENI:  Yes, I believe we already answered that question earlier this morning, so no.

MS. GIRVAN:  So even though it's a revenue offset, it doesn't go to the customers; it goes to the shareholders?

MR. ZENI:  That is correct.

MS. GIRVAN:  Okay.  So then in the forecast period 2020 to 2024, you are not forecasting any net -- I think that's what I heard this morning, any net gain on sales, correct?

MR. ZENI:  Yes, at this time, we don't have any plans.

MS. GIRVAN:  So if, for example, you did have a net gain on the sale of a property during that period, that net gain wouldn't go back to customers.  Is that correct?

MS. COBAN:  Ms. Girvan, if I can just step in while the witnesses are considering your question, I think your question really is going to the operation of how the rate framework works over the period, over the IRM period.

MS. GIRVAN:  Yes.

MS. COBAN:  So that may be a question better put to panel 3, who can speak to the rate framework.  The witnesses on this panel can speak to you in terms of what's been forecasted in the test year.

MS. GIRVAN:  Okay, to be clear, I will ask that next panel.  but to be clear, there's nothing in the forecast with respect to net gain on sales.

MR. ZENI:  That's what we have in the evidence.

MS. GIRVAN:  All right, thank you.  Could you please turn to 4A-CCC-38?  So this discusses supply chain, transferring supply chain services to a third party procurement provider. And you're in the process of doing that, it says, by the end of 2019.

But could you explain to me why you're doing that, the rationale?

MR. NAHYAAN:  In the response that's actually up on the screen, at line 15.  This transition is expected to result in the following benefits as described in Exhibit 4A, tab 2, schedule 13, page 6: reduced overhead cost per purchase order, provide better operational cost certainty and provide more operational flexibility to meet Toronto Hydro's varying operational requirements consisting of managing 10,340 active inventory codes linked to individual assets, issuing 14,700 purchase orders and executing 133 solicitations annually.

MS. GIRVAN:  But what you are saying in that response as well is you don't know when those savings are going to be realized.

MR. NAYHAAN:  Inherent in this kind of work in terms of procurement services management, the factor really is the forecasted work.  And also the other factor is when the complete transition happens, so that is purely in our plan, that it's a forecast and we are not able to predict inside out of each element factoring into that savings.

MS. GIRVAN:  So you haven't factored any of these savings into your base 2020 rates?

MR. NAHYAAN:  The savings that are expected in the period of 2020 to 2024 are reflected in the budget that's actually presented.

MS. GIRVAN:  Can you point me to where that is?

MR. NAHYAAN:  It's in the overall plan.

MR. RUBENSTEIN:  Sorry, can I follow up?  This interrogatory says you are unable to comment on the specific amount or timing of when the expected savings can be realized.  So how can they be included in the budget?

MR. NAHYAAN:  The specific amounts, as well as the timing of them, are not specifically forecasted in terms of the quantification of the dollars.  There is expected savings coming from individual handling of each of those transactions, and the overall transition that's expected to be completed by 2019.

So that is -- the requirement is the plan for the whole entire operations, which includes internal and external.

MR. RUBENSTEIN:  Sorry, maybe I didn't understand that.  Your statement was you have included the savings in the plan, correct?

MR. NAHYAAN:  To clarify, the actual specific savings are a factor of the amount of work.  The work is forecasted in terms of internal and external handling, and that's what formulates the request for the plan.

MS. GIRVAN:  So you are saying that, for example, the first bullet point "reduce the overhead cost per purchase order", you are saying you have done that in your forecast of 2020?

MR. NAHYAAN:  The plan is indicative of the workforce required to support all these services.  The plan is based on the requirements of the workforce that's expected to support this plan over the rate period of 2020 to 2024.  As for the productive improvements, that's part of the regular ongoing productivity initiatives that are observed in all parts of our evidence and equivalently in this as well.

MS. GIRVAN:  So you can't point to me in 2020 specifically where those savings are identified or the amount of those savings.

MR. NAHYAAN:  That's correct.

MS. GIRVAN:  Okay, thank you.  If you could please turn to Exhibit 1 -- interrogatory 1B-CCC-8.  Is this for this panel?  It says at the bottom it is.  It's about the consultant's cost related to the application.  Mr. Sasso is nodding his head.

Okay.  So we have an amount, I think it's $3.1 million, and you find that on page 4 of the interrogatory, that is the total consulting cost related to the application.  Now, what I'd like to know, is that $3.1 million expected to change depending on, for example, how this process evolves going forward with respect to the hearing, et cetera?  Or is that amount a fixed amount that you're seeking to recover?

MR. SASSO:  It's a fixed forecasted proposal, but actuals for this cost, as with any cost, will vary over time.

MS. GIRVAN:  Okay.  But you are not going to incorporate the actual costs in terms of recovery going forward, it's going to be this fixed cost of 3.1 million?

MR. SASSO:  We've proposed this in the way that we understand the standard Board practice is for these types of costs.  To our knowledge it's simply approached on a forecast basis.  So we haven't proposed any deviation from that standard practice with this expense.

MS. GIRVAN:  Okay.  And I just wanted to know, for example -- let me just turn to my notes here.  Have you compared this to what other utilities spend with respect to consulting costs associated with a custom application?

MR. SASSO:  No, we have not.

MS. GIRVAN:  And why haven't you done that?

MR. SASSO:  In our view, there's a couple of factors.  One is that the regulatory requirements change fairly frequently, and so as a result there are different requirements that are being met and therefore different costs that are being incurred as part of that.  But also the case that any utility is leading, is often different, and I think we have seen that a fair bit over the past few years.

MS. GIRVAN:  Okay, now, if you turn to page 4 of that interrogatory, it says that Innovative Research, the budget for that work is $413,000, and it did say that there was an RFP for this process.

So on what basis did you choose Innovative?  Was it on the basis of that was the best cost?

MR. SASSO:  So Innovative was a continuation with a firm that had done work in the previous period, and so we continued to go with that vendor, recognizing it would provide a consistent picture to the board and other stakeholders and understanding the views of our customers, as well as provided a standardized approach to the methodology so that we in understanding the results of their work would have a better picture of that over time.  So those were some of the considerations --


MS. GIRVAN:  Okay.  So you didn't -- you didn't reissue an RFP for the purposes of this specific application?

MR. SASSO:  We RFP'd for customer research services, and Innovative won that for more generally work within the company, and this work was a subset of that overall work.

MS. GIRVAN:  With respect to a few of these other consulting engagements, did you consider undertaking them internally rather than retaining consultants?

MR. KEIZER:  Ms. Girvan, actually, I think the consultants that are here are relied upon for purposes of expert evidence within this proceeding.  So to the extent that to inform and advise the Board, that was the reason why it was undertaken in that manner.

MS. GIRVAN:  Okay.  All right, all right, thank you.

If you could please turn to CCC number 40.  And this is the budget for communication and public affairs, which for the test period is 4.9 million, and that represents an increase of 1.8 million over the previous 2015 amount.

Can you just remind me what that specifically -- what those increases are specifically related to?

There's a chart there that talks about internal labour, external services, and those are the primary considerations.  I just wondered if you could elaborate a bit on why there's a $1.8 million increase.

MS. PAGE:  Sure.  So the 1.8 million is made up of a transfer between segments of our customer communication piece.

MS. GIRVAN:  Okay.

MS. PAGE:  So 600,000 is coming from that area.  There's another transfer from another division of our customer operations communications office, so there was an interdivisional transfer there.  Additionally there was an amount of some additional labour that went into the office of the president.  However, 900,000 of that 1.8 million is allocated to the shareholder.

MS. GIRVAN:  Okay.

MS. PAGE:  Under shared services --


MS. GIRVAN:  And can you explain to me -- there is a discussion in this interrogatory about the relationship between CDM and general communication.  Now, why haven't you allocated a portion of this budget to the CDM budget that's excluded from the revenue requirement?

MS. PAGE:  So the amount allocated to CDM is already subtracted.

MS. GIRVAN:  Okay.

MS. PAGE:  So the segment is actually flat over the five-year period, once you back out the amount going to Toronto Hydro Corporation through shared services and the interdivisional transfer.

MS. GIRVAN:  Oh, okay.  If you could, please, turn to C -- this is my last area -- CCC number 40.  Oh, sorry, not 40; 44, I am sorry.  So if you could scroll down, it says:

"The expected increase of 8.7 million in total compensation from '19 to '20 is driven by general salary increases, FTE differences, and accounting changes."

Could you provide a breakdown of that amount, the 8.7?  You have sort of said what the drivers are, but could you be more specific?

MR. ZENI:  Yes, we can provide that information.

MS. GIRVAN:  Okay.  That's great.  And in fact, if you could in the context of that interrogatory also explain the $11 million as well that's in the question?  I would just like to have more detail around what's driving these increases.

MS. POWELL:  Can you just clarify for me, please, the 11 million?  What time frame are you looking from 15 to 20, and are you looking at total compensation line?

MS. GIRVAN:  Well, I would have to go back.  I don't have the evidence with me --


MS. POWELL:  Because when we responded to this IR, we couldn't figure out where you came up with -- so that's why we addressed it by 8.7.

MS. GIRVAN:  Maybe I will go back and try to find that and get back to you.  But if you could at least refer to 8.7, that would be helpful.

MR. MILLAR:  That's JTC3.18.
UNDERTAKING NO. JTC3.18:  TO PROVIDE A BREAKDOWN OF THE 8.7 MILLION INCREASE IN COMPENSATION FROM '19 TO '20


MS. GIRVAN:  That's all, thank you.

MR. MILLAR:  Let's take our break, twenty minutes.  Maybe folks who still have questions can stick around, just so we get your time estimates.

Mr. Keizer, it does look like we will get panel 3 up today, so if they could be available and I will see you all in twenty minutes.
--- Recess taken at 3:21 p.m.
--- On resuming at 3:42 p.m.

MR. MILLAR:  All right, folks, let's take our seats and keep on keeping on.

MS. GIRVAN:  Do I get a prize?

MR. MILLAR:  You did very well, Ms. Girvan, very well.

MS. GIRVAN:  Thank you.

MR. MILLAR:  I don't really care who goes next.  Shelley, do you want to go?
Examination by Ms. Grice:

MS. GRICE:  Sure.  Good afternoon, panel.  Shelley Grice, representing AMPCO.  I just have a few questions.  If we can start, please, on 4A-AMPCO-94.  And in this question in part A -- sorry, part B, AMPCO asked for Toronto Hydro's vehicle utilization rate.  And if you look at the response, it just shows from -- there hasn't been much change, a little bit of fluctuation, but in 2015 it was 52 percent and then in 2020 it's 50 percent.

So I wanted to first look at the definition that you have provided for how you calculate the utilization rate, and you say it's the total hours the vehicle is outside its home zone during standard hours divided by the total number of standard hours per work day.

Can you just explain what you mean by outside its home zone and how you account for time when it's inside its home zone?

MR. NAHYAAN:  So this data is derived from the GPS system that's installed in all vehicles.  Based on the software solution that the GPS vendor provides is the ability of creating a home zone around specifically the work centres these vehicles work out of, example being one of our main work centres in 500 Commissioners.

So the definition of utilization strictly focuses on the number of hours on a standard day that it's outside that home zone defined by the GPS.  So --


MS. GRICE:  Okay.  So if it's inside the home zone is that considered that the vehicle's not, I don't know how to phrase it, reporting to work, it's sitting idle?

MR. NAHYAAN:  So that's wherein lies the reason why these numbers, I would characterize them as being artificially low.  There are still quite a lot of productive work associated to the vehicle and the work program that's happening within the work zone, specifically being circle checks, safety checks, vehicle maintenance, on-boarding of equipment as in, like, equipment required for the program or the delivery of the capital projects.  Those are still happening within the work zone.

So that is one of the reasons -- or some of the reasons why work associated to the trucks can be artificially representing these numbers to be low.  There's other elements to it as well, which include safety meetings, job planning, which are key aspects of delivering the program, which still also happen within the work zone that are not accounted for in these reported numbers.

MR. KEIZER:  Sorry, you keep referring to the work zone.  Do you mean the home zone or the work zone?

MR. NAHYAAN:  The home zone, sorry, my bad.

MS. GRICE:  Okay.  And so the way that you calculate your fleet utilization rates, is this an industry standard way of doing it or is this a Toronto Hydro way of doing it?

MR. NAHYAAN:  It's the Toronto Hydro's definition.  We are not aware of any standard industry definitions on this.

MS. GRICE:  Okay.  And have you ever benchmarked your utilization rates against other utilities?

MR. NAHYAAN:  Not this pure definition of utilization rate with other utilities, no.

MS. GRICE:  Okay.  Thank you.

Can we turn now please to 4A-AMPCO-96.  And in part B we asked for the human resource metrics that Hydro -- I said Hydro One in my question.  I apologize, and I am reading that, okay, sorry, utilized by Toronto Hydro to manage its workforce and include the data for each metric.  So in part B you provide the people metrics that are on your corporate scorecard for the years 2013 to 2017.  I first want to ask, are they -- are they metrics that you have put on the corporate scorecard -- is there a higher significance to those?  Meaning are these the most important metrics to Toronto Hydro for managing your workforce?  Can you correlate the two, because it's on the corporate scorecard?

MS. POWELL:  The people metrics that are identified, they are established every year on an annual basis, and they are established based on whatever the business plan is.  So the metrics are there to help drive and support the business plan.

MS. GRICE:  Okay.  So I notice that every year they change -- well, not -- the first two years -- yeah, no, actually, there seems to be a change in every year.  So when things fall off the corporate scorecard, such as attendance, why would that be?

MS. POWELL:  You can see that our attendance statistics we have actually made significant improvements.  So we have had a 32 percent improvement from 2013 to 2017, so there are certain metrics that once they reach a certain asymptote sometimes they fall off and then they come back if they need to.

MS. GRICE:  Okay.  And then when -- for 2016 you have got there a sustainability index.  What does that mean?

MS. POWELL:  In 2016 we established an index that comprised of a number of KPIs, a number of metrics.

MS. GRICE:  Would you be able to provide those metrics?

MS. POWELL:  It's actually in an IR response.  I am sorry, I thought there was a breakdown.  It's not in the one that I thought.

MS. GRICE:  Do you mind providing the breakdown for the sustainability index by way of undertaking?


MS. POWELL:  We have...

MR. KEIZER:  That's fine.

MR. MILLAR:  JTC3.19.
UNDERTAKING NO. JTC3.19:  TO PROVIDE THE BREAKDOWN FOR THE SUSTAINABILITY INDEX; TO PROVIDE THE TALENT INDEX.

MS. GRICE:  And then the talent index; can you explain what that is too, please?

MS. POWELL:  It's the same concept.  It's comprised of a number of metrics.

MS. GRICE:  Could was get that breakdown too, please, as part of the same undertaking?

MR. KEIZER:  That's fine.

MS. GRICE:  Okay.  Now, in terms of when, say, the attendance metric falls off the corporate metric, does it land, then, on the divisional scorecard?  So does it then go down to that level?

MS. POWELL:  Yes, it does.

MS. GRICE:  Would you be able to provide the divisional scorecards for all of your seven divisions?  Could you provide that?

MR. KEIZER:  Sorry, just in terms of the fulsome ask of wanting all divisions and all scorecards, I am just trying to understand what you're -- I guess what the probative value is that you are trying to get to with respect to it.  I am trying to understand the relevance of --


MS. GRICE:  I am not asking it by employee or -- I am actually looking at the highest level for the division.

MR. KEIZER:  Why don't we do this:  We will take it under advisement as to whether we will or not.  If we choose -- we will consider it, and if we choose to provide it we will.  If we -- otherwise we may consider not to, but we will advise you in the IR -- in the undertaking --


MR. MILLAR:  We will mark that as JTC3.20.
UNDERTAKING NO. JTC3.20:  TO PROVIDE THE DIVISIONAL SCORECARDS FOR ALL SEVEN DIVISIONS.

MS. GRICE:  Okay, thank you.

And then just one last thing I wanted to ask.  There are no people metrics on the scorecard that you're reporting on your application before the Board.  Is there a reason for that?

MS. COBAN:  Ms. Grice, panel 3 is best equipped to deal with questions about the scorecard that we are going to be reporting on.

MS. GRICE:  Okay, fine, thank you.  4A-AMPCO-97; so in this question, we asked for the most recent internal audit plan and in table 1 in the response, you provide four audits that were part of the audit plan in 2018.

Do all four of those audits relate to this application?

MR. SASSO:  Sorry, Ms. Grice, when you say relate to this application, could you just clarify that?

MS. GRICE:  I guess what I am asking is this the full audit plan, or did you provide this subset of four because the intent is that they actually applied to what's being -- what you're asking for approval for?

MR. SASSO:  Well, it's not Toronto Hydro's view that we undertook the audits for the purpose of aiding this plan, the plan before the Board.  It was part of normal corporate activity rather than part of rate application activity.

MS. GRICE:  I am sorry, I understand.  I guess what I am asking is -- let's say, for example, the maintenance and station capital.  Obviously, that one's relevant to what's before the Board.  But is the SAP implementation review relevant to this application?

MR. KEIZER:  Sorry, I struggle just in terms of what you mean by relevant to the application.  Mr. Sasso has indicated that the internal audit -- the question asked to provide the most recent internal audit plan, which this is -- four internal audits were set out based upon an organizational need.  But it wasn't designed or done for purposes of, or in conjunction with this application.

MS. GRICE:  No, I understand that.  I guess, so these audits are underway.  But are there any -- are there audits here that are helpful in determining this application?

MR. SASSO:  I guess our view, Ms. Grice, would be that the application as filed is the information that's relevant to the Board in adjudicating our proposal, and to the best of our knowledge, none of these reports were part of that prefiled evidence.

So our view would be that the relevant information is that which has been part of our filing.  I don't know if that's being helpful.  I am trying to --


MS. GRICE:  Okay.  I will just go after this a different way.

So in interrogatory 1B-SEC-9, you provided quarterly internal audit reports.  And the one that relates to 2018, third quarter internal audit report on page 3, so it says there maintenance and stations capital needs improvement.  And at the very bottom of the description under maintenance and stations capital audit, it says:
"As part of our maintenance..."


Sorry, the heading for those bullets is:
"As part of our maintenance and stations capital audit, internal audit focussed on the following." 

And in the very last bullet, the last two bullets it says:
"Compliance and adherence to the metrics set by Toronto Hydro management to measure against the target set within custom incentive rate setting related to maintenance and capital expenditures." 

And then the next bullet says that the audit is also focussed on:
"Appropriate oversight of maintenance and stations capital projects processes to ensure that the projects are completed on time, on budget, in compliance with quality is and are accounted for properly."


So that's an example where I would say one of the audits in your 2018 audit plan relates to this application. So that's what I was trying to get at in terms of the four on the list.

And so I don't know if you can help me now.  So we have just established the first one I think does relate to this application directly.  Can you help me out with the other three?

MS. COBAN:  Ms. Grice, I guess I am struggling a little bit because we have provided in 1B-SEC-9 all the quarterly reports that detailed the 2018 audit activities.

So to the extent that you have a question about any of the things that are documented in those reports, you know, we can do our best to try to the answer that.  But I am not sure that it's all that helpful for the witnesses to speak at it.

MS. GRICE:  Okay.  Are any final reports ready for any of these audits?  I don't have the actual reference, but I recall reading that, I believe -- oh, here it's on page 2; the report for maintenance and stations capital audit was issued.

So would we be able to get a copy of the audit report for that particular audit, so that we can see the outcome of some of these bullets that were to be addressed by that audit?

MR. KEIZER:  Like the previous undertaking, I guess, Ms. Grice, what we will do is we will review the audit report and consider whether to disclose it.  And if it's relevant we will; if it's not, we will otherwise advise why it's not.

MR. MILLAR:  JTC3.21.
UNDERTAKING NO. JTC3.21:  TO REVIEW AND CONSIDER WHETHER TO DISCLOSE A COPY OF THE MAINTENANCE AND STATIONS CAPITAL AUDIT; IF NOT, TO ADVISE WHY NOT


MS. GRICE:  And could you do that for all four, would that be part of the same undertaking?

MR. KEIZER:  To the extent that they are completed, and I don't know if we know if they are or if they are not.

MR. RUBENSTEIN:  Just a quick follow-up?  The responses in 1B-SEC-9, the presentations, the internal audit report summaries, are those -- is that what is -- after the outcome of an internal audit, is it a presentation like this, or is there some underlying document?

It wasn't clear to me if this was simply just a summary presentation to the risk committee, or...

MR. SASSO:  Mr. Rubenstein, we just don't have anybody on this panel from the internal audit group to have that information at this point.

MR. RUBENSTEIN:  I don't know if I need an undertaking per se to that, but I was wondering -- well, maybe someone on the next panel could be informed.  There's no ask after that.  I am just trying to understand what that document is.

MR. KEIZER:  Understood.

MS. GRICE:  4A-AMPCO-100, please.  These questions were related to appendix 2K, and we asked in part C to provide the number of temporary FTEs in each of the above FTE categories for the years 2015 to 2020.  And then the response was that temporary FTEs are not included in appendix 2K.

So the follow-up to that is would you be able to provide the data for the temporary FTEs?  And I guess I am just -- well, let me stop with that.  Would you be able to add the temporary FTEs to appendix 2K and the appendix A that was filed with AMPCO 100?

MS. POWELL:  The category for temporary FTEs, there are some that we pay a flat fee, and we don't necessarily have an FTE count, so it would be very, very difficult for us to come up with a conversion to an FTE equivalent.

MS. GRICE:  Okay.  I just, I went to that interrogatory that PWU asked in the last case, and you have a table there where you show temporary staff -- you have defined it as contract for a defined term.  And you were able to provide it on an FTE basis in that table.  Would you be able to do it on the same basis?

MS. POWELL:  Employees on a defined term, yes.

MS. GRICE:  Okay.  Okay.  That would be great, because I guess my -- sorry, we need an undertaking.

MR. MILLAR:  JTC3.22.
UNDERTAKING NO. JTC3.22:  TO PROVIDE THE LIST OF TEMPORARY STAFF ON A CONTRACT AND FTE BASIS, TO BE COMPARABLE WITH THE PREVIOUS RATE CASE EVIDENCE


MS. GRICE:  And in terms of this application, before knowing that, where would the costs of those FTEs have been captured in your application if they weren't in Appendix 2K?

MS. POWELL:  The employees that are on a defined term are included in 2K.  It's the ones that are a fixed price that we hire to perform other services that are not included.

MS. GRICE:  Okay, okay, I see.  Okay.  So the bottom-line numbers are not going to change?

MS. POWELL:  I am sorry, Ms. Grice, I didn't hear your last question.

MS. GRICE:  So the dollar amounts are not going to change in the table.

MS. POWELL:  That is correct.

MS. GRICE:  That's the point?  Okay, thank you.

And this is my last question, I believe.  Relating to AMPCO 101.  And part F, which was the question of does THESL account for vacancies in its budget forecast for 2020, and we have had a lot of discussion about that, and I know there's undertakings around this.

What I wanted to know and what I was going to ask was what was the dollar amount that was removed from the budget to account for vacancies in 2020?  I just want that -- I just wanted to understand that.  Is that something that's going to be part of the undertaking?

MS. POWELL:  Yes, that will be included in the undertaking.

MS. GRICE:  Okay, thank you.

And then the last part -- the last question on this interrogatory is part H, where you provided the resource utilization rate from 2015 to 2018.  And it's pretty consistent.  I just wanted to ask what makes up the balance to 100 percent?  What does -- what types of activities does that represent?  Is it things like vacation, training, that sort of thing?  Can you just elaborate on what's in the remaining percentage?

MS. POWELL:  I don't have the balance of the costs for this with me.

MS. GRICE:  I was just looking for categories of what might be in the 15 percent where resources are not utilized in the execution of capital and operational work.

MS. POWELL:  It could include some of the things that you mentioned, but I don't want to speculate.

MS. GRICE:  Can we just get it by way of undertaking, and then I am done.

MR. MILLAR:  JTC3.24.
UNDERTAKING NO. JTC3.24:  WITH REFERENCE TO AMPCO 101 PART H, RESOURCE UTILIZATION RATE 2015 TO 2018, TO ADVISE WHAT MAKES UP THE BALANCE TO 100 PER CENT.

MS. GRICE:  Okay, thank you.

MR. MILLAR:  Thank you, Ms. Grice.

Mr. Hann, are you ready to go?

MR. HANN:  Yes, please.

MR. MILLAR:  Go ahead.
Examination by Mr. Hann:

MR. HANN:  I would like to start with 2B-HANN-59.  This refers to unfortunately page 796 -- or, sorry, 769 of the PDF file.  There's no references, so the title was C.2 Toronto Hydro outage data.

I asked how many crews were available to respond on days with 20 or more reports, and you said that it's not available for 2000 to 2006.  I didn't specify a time period, and the -- that part of the report goes all the way to 2013.

Is the data available for the following years up to 2018?

MR. NAHYAAN:  Sorry, Mr. Hann, just for clarification, you wanted the following data provided from 2013 to 2018?

MR. HANN:  Well, you say in the evidence while it is fairly clear the data from 2007 to 2013 were collected under different reporting requirements, 2000 to 2006 appear to be consistent.  So you said that you don't have it for 2000 to 2006.  Would you please provide it for 2007 to 2018?

MR. NAHYAAN:  Can I ask you to refer me to the table you are referring to?

MR. HANN:  It's not a table, it's a paragraph.  It's on -- the closest I can get you to is C.2 Toronto Hydro outage data in 2B.  And in the PDF file I looked at it was 769 was the page number, but apparently those numbers change.

MR. NAHYAAN:  Are you able to pull it up on the screen?

MR. LENARTOWICZ:  I am looking now, but it might take me a bit of time.

MR. KEIZER:  Is there a question and we can come back to this once we have it on the screen, Mr. Hann?


MR. HANN:  Well, there are a few more questions that go with it.  If you don't know the crews, do you know what the equipment was that was used during that particular time or those particular time frames?  And also it's related to number 62, 2B 62.

MR. LENARTOWICZ:  I believe I have the correct reference up on the screen now.

MR. HANN:  Yup.

MR. NAHYAAN:  Are you referring to paragraph 1 there, Mr. Hann?

MR. HANN:  Yes, please.

MR. NAHYAAN:  I will address the first part of the question, which I understand, and to reconfirm, you are looking for number of crews available for the period of 2007 to '13?

MR. HANN:  Or to 2018, whatever was done for that particular study and what's available.

MR. NAHYAAN:  So the process of restoration during specific days which have 20 outages or more varies in Toronto Hydro.  We could deploy a centralized or a decentralized approach to crew sourcing to respond to these events, centralized being all crews reporting into dispatch and decentralized being some crews reporting directly to the field supervisors if they are responding to a specific scenario.

Many of our crews still operate on paper forms where they register into the crews that are operating in the field, so this data is actually not available for us in terms of those specific days.

In terms of magnitude as well, days where we see 20 or higher outages in Toronto Hydro typically range from 100 to 150 days a year.  So in summary that data is not available.

MR. HANN:  So you said that you did a study of this, right?  You did a study of these 20 or more reports in a day.

MR. NAHYAAN:  The specifics of the study are not necessarily specified.  I was addressing your first question about the number of crews available on those specific days.

MR. HANN:  The number of crews has an impact on SAIDI and also CAIDI values?  And if crews aren't available for whatever reason because of the time of day that the event starts, or the time of the week that the event starts, and you don't appear to know how many crews you have available, that makes you wonder how effective restoring the power is for the customers that have been interrupted.

MR. NAHYAAN:  It is Toronto Hydro's opinion that the number of crews available at a certain period during the day or the time the event hits, or the events occur, has an impact on restoration time, yes.

On a daily basis, those specific parameters of how, what the system impacts are, the number of events that there are -- that are occurring in the system and the resources available, all are considered on a real-time basis in terms of managing response and adequate response in Toronto Hydro.

MR. HANN:  So has the dispatch process changed since 2000?  You said a few minutes ago that the crews are spread all over the place; some are central, some are local, some are foremen.  Is that still the case?

MR. NAHYAAN:  The dispatch process has changed from year 2000 to 2019, yes.

MR. HANN:  When did it change?

MR. NAHYAAN:  Several change that are productivity driven have occurred.  To name a few, in 2007 to 2008, then the latest Oracle version was introduced which streamlined a lot of dispatch processes in Toronto Hydro.

In 2012, an ESR R2 tool, which is a system response tool which automated the logging-in of crews from remote hand-held devices directly into our outage system also streamlined the crew registration process, automating a part of our workforce to register in through their hand- held laptops in the field.

Even as recently as 2018, we updated the outage management system to its latest version of Oracle 2.3, which further have streamlined registration processes. In terms of between 2013 to 2019, there have been significant improvements in terms of restoration practices, utilizing the disaster preparedness framework that we outlined in our evidence.

So these all in combination have brought about various iterations and productivity improvements in terms of how dispatch resources are deployed during events.

MR. HANN:  Would you please provide the number of crews for large event days, which you have defined as over 20, from 2012 using the central hand-held or computer device that you just talked about for crew registration?

MR. NAHYAAN:  May I refer you to 4A-HANN-99?

MR. HANN:  Yes.

MR. NAHYAAN:  On page 2 of 2, table 1, Toronto Hydro has provided the number of crews responding per shift on a per-shift basis to the three major level 3 storms.  In a level 3, a fully deployed emergency management structure is employed in Toronto Hydro which actually manually tracks all crews available and working on per-shift basis.

Based on my earlier messaging that the number of days in a calendar year where we see over 20 outages it ranges from 100 to 150.  Those are typically small- to medium-size response days in our minds, and we do not deploy a manual tracking process for every one of those dates to track the number of crews available.  So that data is not available.

MR. HANN:  While we have this table up, would you please provide the number of interruptions where it says N/A in that table?

MR. NAHYAAN:  Can I refer you to the same response, note 3:
"The number of interruptions is not a quantifiable figure since various system events can have nested outages/ interruptions associated with restoring power, e.g. isolating and segmenting around an impacted area to minimize customers out." 

So by that definitions, it's not necessarily definable what the number of interruptions is.

MR. HANN:  Let's not use the word interruptions; let's use the word "restorations."  When you restored the switch and the power to my house, whether it was nested or not, how many restorations were done by the 50 to 250 people?

MR. NAHYAAN:  Can I refer you back to table 1 in the same response, number of customers out.  That is the number of customers we restore during the process of those level 3 events.

MR. HANN:  You have got a tilde in front of that, which means approximate.  So this is this a wild-ass guess?

MR. NAHYAAN:  My intent of that response or understanding of that response is those numbers are approximately close to the actual number.

MR. HANN:  Based on a computer system?

MR. NAHYAAN:  Toronto Hydro has a mechanism of tracking the number of customers out utilizing the internal software solutions, as well as methodology that's implemented consistently across all storm events.

MR. HANN:  So then it should know the number of restorations; correct?

MR. NAHYAAN:  May I answer the question, the number of restorations for -- in terms of customer count.

MR. HANN:  Sorry?

MR. NAHYAAN:  I think when you asked the question, you said that Toronto Hydro has an estimate of the number of restorations in terms of customers.  And my response to that is the number of customers restored have been provided.

MR. HANN:  Okay.  Still going back to the earlier one, say instead of 20, what would be -- these are your most prominent event ones.  What's your large definition?  Like is it 40 interruptions in a day?

Or put another way, what about the worst 30 days in a year, or 30 events in a year?

MR. NAHYAAN:  That would vary year to year in terms of the statistical parameters and the distribution.

MR. HANN:  Okay --


MR. NAHYAAN:  So we don't have a pure definition of what that range would look like.

MR. HANN:  In 2B-HANN-62, you talked about events lasting up to 48 hours.  So let's try that.  Let's try events of 36 hours or longer, providing the data; the number of restorations, the number of customers interrupted, the staff to restore those and by the specific event.

MR. KEIZER:  Sorry, by parsing this out in this way you are reaching some general conclusion about reliability?

MR. HANN:  It impacts on the duration that a customer is out for, which is CAIDI, and also the value, the system average which is SAIDI.

And if crews aren't available, then that means that it will take longer for CAIDI and for SAIDI.

MR. NAHYAAN:  Just to clarify, the request you asked was about creating a threshold above which details were to be provided in the same format as presented in table 1?

MR. HANN:  Yes, please.

MR. NAHYAAN:  So just to confirm, the number of tables column will still remain N/A, and the number of staff available is going to be the same answer, not available.  The level of detail in terms of having the number of crews is only at the level 3, where it's manually tracked.

MR. HANN:  So what you are saying is you don't have a clue what goes on, other than during a level 3 storm?

MR. NAHYAAN:  On a real-time basis, we know every detail of the response.  As I understand the request from yourself, is a backdated analysis of all those individual events in detail, some of which are paper-based, as well as data which is not necessarily correlated in one place.

MR. HANN:  And what I started with was section C.2.  It said that you had done analysis of those events.  So did you do analysis or did you not do analysis?

MR. NAHYAAN:  As I mentioned earlier, the parameters and the outcomes of the analysis are not stated here.  I am not aware of the actual parameters of what analysis.  There is -- when we do analysis in terms of outages and restorations there is a lot of relevant information that we do have that allows us to understand how the response went, and that's done an a real-time basis, as well as after-the-fact basis.

MR. HANN:  But that does not include the number of restorations that the crews performed or the number of crews that performed the restorations; is that correct?

MR. NAHYAAN:  It definitely takes into account the number of customers impacted and restored and the SAIDI and --


MR. HANN:  No, no --


MR. NAHYAAN:  -- SAIFI impacts of those events.

MR. HANN:  -- I am talking about the number of restorations.  There is a difference between the number of customers restored and the number of restorations.  You could have one restoration that restores 10,000 customers or you could have 10,000 restorations that restore one customer.  They are both the same.  They both give the same value for SAIDI.

MR. NAHYAAN:  Typically we will focus on the impact to the customer being SAIDI/SAIFI.  That is what our analysis will focus on.

MR. MILLAR:  How are you doing for time, Mr. Hann?  We are --


MR. HANN:  I am losing it, sir.

MR. MILLAR:  Pardon me?

MR. HANN:  I'm losing it.

MR. MILLAR:  Indeed.

MR. BRETT:  Maybe an undertaking.

MR. MILLAR:  Was there an undertaking?

MR. BRETT:  There should be.

I just wanted to ask you, not to interrupt you, Mr. Hann, and I will get out of the way in a moment, the questions you are being asked about the number of crews available and the number of restorations, it seems to me that it is a very important question and it relates to the resilience of your system.  Resilience has become a major buzzword and major preoccupation at all the various levels of transmission and distribution in North America in the last five years, as you know.

So the question -- it seems to me there is a lot of verbal fencing going on here, but I don't -- is there not some way you can answer the basic questions which have to do with the number of crews that are available to deal with various events that come up suddenly, different magnitudes, and the number of people it takes to make -- or the number of restorations that can be accomplished over a certain period of time?  I think that is what he has been driving at.

MR. NAHYAAN:  Just to address the couple of points, although important, and I definitely understand the importance of those questions, the specificity in terms of the number of crews available on those small- to medium-sized respond days are just not available.  We -- in some cases crews operate on a paper basis under the guidance of the field supervisors, restoring a certain part of the system, and in some cases they do call in to the dispatch to register in as crews.

MR. HANN:  They are still doing that in 2018?

MR. NAHYAAN:  Yes.

MR. HANN:  So the dispatch process didn't improve?

MR. NAHYAAN:  In terms of 2012 changes in terms of electronic registration of the crews targeted the internal response crews who are dedicated 24/7 responders to all outages.  In some instances, typically in a larger event day or a bigger impact day, there are crews required to restore a certain outage.  Specifically an example would be a few spans of poles down where the field supervisor taking control of that job and in charge of that full restoration might source additional resources which include resources from within Toronto Hydro or resources from the contractor community who are able to restore that job.  In that instance, there's no -- there's not a lot of value of them calling into dispatch for the sake of just registering themselves.  They work under the supervision of the supervisor who has taken charge of that job per se.

So the decentralized and the centralized model work in unison and we, during a response, whether it be the supervision of the field supervisors, the dispatch room, as well as any -- in large events, any operational section chiefs who are employed part of the emergency management structure, works cohesively to be able to respond to events of that magnitude.  It does vary from day to day.

MR. HANN:  So how does the system know that there was even an interruption and customers were interrupted if it's all done locally?  It's not registered anyplace?

MR. NAHYAAN:  So the registration does happen when the outage call comes into the dispatch room.  What I was -- to clarify, what I was saying is that specific job which could be -- first of all, when the job is registered it's registered as an outage.  It could be registered as a local outage or a nested neighbourhood outage.  That outage -- typically a crew is dispatched to that location to assess the size of the damage.  Once that initial assessment has been done there could be an assessment made that a few pole spans are down.  A construction crew or a combination of a few crews are required to restore that specific location.  That would be handed over to maybe a supervisor on site who will take charge of that job and source crews who are available in the system or even call them from our contractor community or call them out from people who are at home to bring them and respond to that outage.

So in that instance, those additional crews who have been sourced don't need to call into dispatch to register, they are just communicating directly with the field supervisor, who has now taken charge of that job to restore that construction activity, so that -- I am just giving a replicated example of how the work centralized dispatch versus decentralized works in unison to make a response.

MR. HANN:  And at the end of the day you don't know how many people worked on it or how much equipment was involved?

MR. KEIZER:  He has already asked that question, I think.

MR. MILLAR:  Yes.  I think we are going in circles now and we have got as much as we can get out of this.

Did you have any other questions, Mr. Hann?

MR. HANN:  Yes.

MR. MILLAR:  Okay.  You are past your time, so I ask you to go as quickly as you can.  We still have another entire panel to get up today.

MR. HANN:  I realize that, sir.

In number 96.  It's 4A 96.  There's a picture of a rather large tree there, and the response says that rot conditions within the tree may also have played a result in the interruption.

Could this tree have been an invasive Norway species causing the issue?  And if so, is aging trees not a problem, not just wind speeds?

MR. NAHYAAN:  In terms of the vintage of the tree, I don't have that information available at this point.

MR. HANN:  But if it was a Norway maple, could it be a problem?

MR. NAHYAAN:  I am not aware of any specific failure symptoms of a certain type of tree.

MR. HANN:  Okay.  Number 97, requesting mutual assistance.  Is mutual assistance always after the fact or is it ever proactive?  For example, you can look and you have Environment Canada telling you that there is a storm coming this weekend, and you know that it's going to impact the system.

MR. NAHYAAN:  Toronto Hydro participates in the overall North American mutual aid assistance group, a.k.a. NEMAC, and there are several utilities in the north-eastern North American side who are part of that consortium.

Different utilities have different practices.  Some utilities do pre-stage crews and some utilities call in mutual aid after the fact as well.

MR. HANN:  What does Toronto Hydro do?

MR. NAHYAAN:  The 2013 ice storm is the only storm that we invoked mutual assistance, and we called out mutual assistance after the storm hit.

MR. HANN:  Yeah, two days later, right?

MR. KEIZER:  I don't think that matters, to be honest with you.  Let's move on.

MR. HANN:  It does, sir, because it impacts on CAIDI and SAIDI.

MR. KEIZER:  Well, everything seems to impact CAIDI and SAIFI.   I don't think two days necessarily is going to affect the outcome of this rate case in 2013, which is outside the period we are here today.  So I think we should just move on.

MR. HANN:  Number 107, 4A 107; you mentioned a few moments ago with AMPCO 4B 94 that you have GPS in the equipment and it knows the home location when the truck is in the home zone, I think you called it, and you also referred to work zone.

Does the GPS know when the truck is stopped and doing work?

MR. NAHYAAN:  I think that during that answer, I provided a clarification for the strict response to that answer, I was referring to only home zone.  And the home zone is set up as one of our work centres and the GPS is aware of the vehicle movement in and out of the home zone, not the work zone.

MR. HANN:  So the GPS doesn't know when the crew is working, when it's stopped and doing work?

MR. NAHYAAN:  At an individual vehicle basis, the GPS reports on when the vehicle is on the move versus stationary.

MR. HANN:  So would it be possible to get that information out of the GPS?

MR. KEIZER:  When the vehicle is moving?  You want that information?

MR. HANN:  No, when it's stopped.  When it's stopped for a significant amount of time, it's doing work.

MR. KEIZER:  I don't know if you can assume that from the data, nor do I necessarily understand why it's relevant.

MR. HANN:  No further questions.

MR. MILLAR:  Thank you Mr. Hann.  

Mr. McGillivray?
Examination by Mr. McGillivray:


MR. McGILLIVRAY:  Thank you, Mr. Millar and good afternoon, panel.  My name is Donald McGillivray and I am counsel for the Distributed Resource Coalition.

If we can go to 2B-DRC-11 and stop at the preamble, generally we are looking here at control centre operations, which goes to Exhibit 4A, tab 2, schedule 7, and the control centre operations reinforcement program, which goes to Exhibit 2B, section E8.1.

And one of the themes here, if I can summarize, is that control centre support, what is termed the smart grid echo system which comprises renewable and other distributed energy resources, electric vehicles and energy storage.  Am I summarizing that fairly?

MR. NAHYAAN:  Yes.

MR. McGILLIVRAY:  And you also acknowledge that market penetration of these things will likely increase the volume or complexity of control centre activities.  Do I have that right as well?

MR. NAHYAAN:  Yes.

MR. McGILLIVRAY:  We asked you in the interrogatory to explain that in some detail, and you provided in the table starting on page 2, a directional summary of the general impacts on complexity and volume of control centre operations.

And we also made reference in our question to any supporting data.  So my first question is whether you can confirm that there is no supporting data on these impacts that's not included in this response?

MR. KEIZER:  Sorry, can you just clarify what you mean by supporting data?

MR. McGILLIVRAY:  Sure.  I think we are referring probably to background information, whether it's quantitative or qualitative, that would support the directional summary that's produced in this table 1, or if this table 1 is the whole of it?

MR. NAHYAAN:  Subject to check, the only piece of background data that's available to us are the electrical utility safety rules, which essentially describe what safety precautions are required for operating in an environment where there is distributed energy resources in terms of isolations, as well as grounding practices.

There is a reference to that evidence -- I am having a little difficult time finding where exactly it is.  That would be the specific background data that I can refer to in terms of writing this response.  The rest of it is directional and based on our expert opinion.

MR. McGILLIVRAY:  Okay, thank you.  And just to be clear, are those rules Toronto Hydro's rules or are they external to Toronto Hydro?

MR. NAHYAAN:  Those would be the safety rules actually implemented in Ontario.

MR. McGILLIVRAY:  Okay, thank you.  If we scroll down to page 3 of 3 here, I am interested in particular in the second and third bullets under the electrical vehicles row.

The first one -- well, the second one, I guess, is electric vehicles can feed excess power back to the grid.  And I have the same question for both of these, so I can also look at the second one:
"Mobility of electric vehicles can result in more volatility in local electricity demand.  (Vehicles will be connected to different circuits depending on what charging stations they are using at a given point in time)."


My question is for each of these bullets, can you help me make the link between the bullet and the impact on complexity and volume of control centre operations, which is the heading for that column in the table?

MR. NAHYAAN:  So in terms of the -- both these references underpin the actual geographical position or the locational difference from a traditional static load on the system versus an electric vehicle.  The vehicle could be loading from a different part in the system, if it's in loading mode, and that puts a strain on that specific part of the system.

And if it's in back feed mode where it's actually becomes a resource into the grid, depending on the location, that has an impact in terms of analysis.

So if there is a proliferation of electric vehicles -- even if it's not a proliferation, but a specific certain number, maybe not material in size, but still a certain number exists, the control centre needs to at a minimum monitor those specific electric vehicles connecting to the grid.

It is our view that with the advent of smart grid, these capabilities need to be inherently built in an advanced control centre operations.

MR. McGILLIVRAY:  Have you looked at what that threshold is?  At what level of EV adoption does the control centre need to start doing that?

MR. NAHYAAN:  I don't think there is an industry-acceptable threshold that's available publicly beyond which a control centre has to evolve to another level of sophistication.  It really is dependent on the actual grid operating, depending on the proliferation of the EVs in a certain jurisdiction, and also the sophistication and the business impact that that specific utility will face in terms of responding to that kind of a new technology being added to the grid.  So my understanding would be there is no acceptable or accepted or widely used threshold to make that determination.

MR. McGILLIVRAY:  Okay.  And just to be clear, Toronto Hydro doesn't have a threshold of its own on that point either?

MR. NAHYAAN:  No.

MR. McGILLIVRAY:  Okay.  I am going to move to 4A-DRC-12, and I just have a few brief questions on part B of your response to this interrogatory, which refers to a modification to PowerLens, the residential PowerLens portal, in late 2018 to enable residential customers to better understand electricity consumption associated with EV charging, and you're saying that the modification was funded by the IESO's conservation program and focuses solely on electricity conservation.

Would it be easy for you to provide screenshots of what this aspect of PowerLens looks like?

MR. KEIZER:  That's fine.

MR. McGILLIVRAY:  Can we do that by undertaking?

MR. MILLAR:  JTC3.24.
UNDERTAKING NO. JTC3.25:  TO PROVIDE SCREENSHOTS OF WHAT ASPECTS OF POWERLENS LOOKS LIKE.

MR. McGILLIVRAY:  Thank you.

And then to look just briefly --


MR. SASSO:  Sorry, is that 34 or 25?

MR. MILLAR:  I had it 24, but do I have 24 twice?  Let's call it 25 so there's no confusion, and if there's no 24 that's fine.  Okay.  So that's 3.25.

MR. McGILLIVRAY:  Thank you.  And just to go back briefly to the question in part B, how we are asking about expanding the capabilities, and you referred to that one from late 2018.

My question is whether Toronto Hydro currently intends to carry out any further modification of My Toronto Hydro or PowerLens in relation to electric vehicles and electric vehicle charging?

MS. PAGE:  So this is something we are monitoring.  It's an evolving industry and we're -- we take our direction from our customers, so as we hear from our customers and understand their needs then we will look to evolve any systems or services that we offer to our customers.

MR. McGILLIVRAY:  And is that through the customer engagement portion of your activities or does PowerLens accomplish any sort of customer feedback?  Or is it something else?

MS. PAGE:  It would be typically through all channels dealing with customers, not just a formal customer engagement approach, but any of the avenues or communication channels we have with customers, where we take information and we use that information and build that into our plans.

MR. McGILLIVRAY:  Have you received any feedback to date in relation to this specific thing, PowerLens, the use of PowerLens or My Toronto Hydro in relation to electric vehicles?

MS. PAGE:  Not specifically beyond the modification we made recently to the PowerLens portal.

MR. McGILLIVRAY:  Okay.  Thank you.  Those are my questions.

MR. MILLAR:  Thank you, Mr. McGillivray, and I think that concludes the questions for this panel, so thank you very much, and you are excused.

Can we call up the next panel, at least get them introduced.

MR. KEIZER:  Yes.

MR. MILLAR:  And if we have a few minutes -- you have a few questions, Mr. Rubenstein -- we will see what we can get through.  We obviously cannot stay much longer, but maybe if you talk fast.

MR. MILLAR:  Mr. Sternberg, you are taking over now?  Welcome.  Yeah, no, take your time.  Okay.  Mr. Sternberg, are you ready to introduce your panel?

MR. STERNBERG:  Yes.  If I might ask the panel members --


--- Reporter appeals.

MR. STERNBERG:  Sure.  The spelling of the last name is S-t-e-r-n-b-e-r-g, Sternberg.  If I might ask the panel members on panel 3 to introduce themselves by stating their name and title, please.

[Technical interruption]


MR. LYLE:  Greg Lyle, president of Innovative Research Group Inc.

MR. HIGGINS:  Matthew Higgins, manager of regulatory applications at Toronto Hydro.

MR. SEAL:  Darryl Seal, manager of revenue assurance.

MS. CHAN:  Cynthia Chan, director of corporate accounting and external reporting.

MR. MILLAR:  Are there any opening matters, Mr. Sternberg, or can we get straight to questions?

MR. STERNBERG:  No, we can go straight to questions.

MR. MILLAR:  Great, Mr. Rubenstein.
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Examination by Mr. Rubenstein:

MR. RUBENSTEIN:  Thank you very much, panel.  Can I ask first to turn to 1B-Staff-18.  As I understand the CIR framework, it's similar to the last CIR framework, in that you will adopt every year the Board's inflation factor for that year; correct?

MR. SEAL:  Sorry, adopt every...

MR. RUBENSTEIN:  Every year the Board's inflation number that it comes out with.

MR. SEAL:  Correct, we will update each year for the Board's inflation value.

MR. RUBENSTEIN:  And in essence in this interrogatory you were asked, well, what happens if the Board changes the way it -- I am paraphrasing here -- does its inflation calculation, and Toronto Hydro's response essentially as I read it is, well, we will have to wait and see.  I just want to understand what you're seeking approval for in this application.  Is it if the Board changes its inflation methodology you may not need -- you may seek something else?  I just want to understand what specifically you will ask for approval with respect to the framework with the inflation?

MR. SEAL:  Our methodology and formula anticipates the components of the mechanism using the current framework that the Board has for the inflation value and for the X value factors, so that's the basis for our application.

What we said in the interrogatory response is if the inflation value was to change in the way it was determined or what it was supposed to be reflecting, we would need to assess that at the time.  But our application is on the basis of what we currently understand the framework to be.

MR. RUBENSTEIN:  Okay, thank you.  Can I ask you now to turn to 1B-SEC-8?  In this interrogatory, we asked you for the various corporate scorecards from 2015 to 2018.

And maybe first if we can flip to the 2018 scorecard, which is -- or the 2019 scorecard at table 5.  Is it the expectation that going forward into 2020 and throughout the CIR plan that the scorecard will roughly contain similar metrics?

MS. COBAN:  Mr. Rubenstein, I don't think any of the witnesses on this panel can actually speak to that question.

MR. RUBENSTEIN:  Okay.  I ask for an undertaking.

MS. COBAN:  Can you just clarify what your question is?

MR. RUBENSTEIN:  I am trying to understand, going forward in 2020 and the CIR plan, if the corporate scorecard will contain similar metrics, or is there a plan that they will change materially?  Are these representative of what we can expect the corporate scorecard will be in the future?

MS. COBAN:  I guess I am hesitating a little bit because we don't have the right people to answer that.  We will take the undertaking and give you whatever response we can provide to that question.

MR. RUBENSTEIN:  Yes, sure.

MR. MILLAR:  That's JTC and I think we are 3.26.
UNDERTAKING NO. JTC3.26:  TO CONFIRM WHETHER IN 2020 AND THE CIR PLAN THE CORPORATE SCORECARD WILL CONTAIN SIMILAR METRICS OR WHETHER THERE IS A PLAN THAT THEY WILL CHANGE MATERIALLY


MR. RUBENSTEIN:  Can I ask you if we go starting with the 2016 scorecard, do you see the category THESL regulated capital?  Do you see that?

MR. HIGGINS:  Yes.

MR. RUBENSTEIN:  We see it again in 2017, and then in 2018, we have two new capital metrics, one year distribution system plan investment and 5-year CIR distribution system plan investment.  And then in 2019, we have a 5-year CIR distribution system plan investment.

Can you help me understand?  Where are those numbers coming from?  What are they based on?

MR. HIGGINS:  I am not familiar enough with the details of how they were set in each year.  And for the same reasons that Ms. Coban just mentioned, I can't answer that question.

MR. RUBENSTEIN:  Can you provide that by way of undertaking?

MS. COBAN:  Sure.

MR. MILLAR:  That's 3.27.
UNDERTAKING NO. JTC3.27:  TO PROVIDE THE BASIS FOR THE DISTRIBUTION SYSTEM PLAN INVESTMENTS IN 2017 AND 2018 AND 2019

MR. RUBENSTEIN:  I know my friends have some questions in some of these areas, so I will skip.

Can I ask you to turn to 9-SEC-97?  So in this interrogatory, we asked you to provide the full calculation for the working capital savings.  I have a few questions with respect to how you have done this.

The first is, as I understand it, I think -- and we see this in table 1 in column A -- it is the decrease in the revenue lag that you've calculated based on moving to monthly billing was a decrease by 7.51 percent.  Do I understand that?

MS. CHAN:  It is noted in note 2 that the 7.51 percent is representing the THESL weighted average cost of capital.

MR. RUBENSTEIN:  All right.  I don't understand that.  Well, I am going to ask for then -- can you explain to me how the weighted average cost of capital has been reduced by 7.51 percent?

I understand conceptually that a move to monthly billing will reduce the billing lag, which is a part of the revenue lag.  So is I am trying to understand, is it -- maybe the best way to proceed is if you are able to provide a breakdown of the 7.51 percent, how you have come to that calculation.

MS. COBAN:  Mr. Rubenstein, we will take an undertaking and provide you that information.

MR. MILLAR:  JTC3.28.
UNDERTAKING NO. JTC3.28:  WITH REFERENCE TO 9-SEC-97, TO EXPLAIN HOW THE WEIGHTED AVERAGE COST OF CAPITAL HAS BEEN REDUCED BY 7.51 PERCENT


MR. RUBENSTEIN:  And maybe the second part of this is a bit hard, if you can't answer the first one.  I am trying to understand the methodology you have used to calculate this.

So you are multiplying however we've derived the 7.51 and whatever exactly it means by the estimated reductions in AR unbilled revenue.  Can you help me understand why this methodology is an appropriate methodology in determining the change in the working capital savings?

MS. CHAN:  A general idea of the calculation is in terms of cash flow and how that's -- the savings are related to the cost of capital and not having to necessarily or -- to manage, I guess, that cash flow.

And with the monthly billing, what we have calculated here is the reduction in the unbilled revenues.  So if we are saying the unbilled becomes billed, the lag in the collection of the cash is decreasing.

MR. RUBENSTEIN:  You'd agree with me, for the purposes of setting the working capital in this case as was done in 2015, the base working capital allowance, one does not actually look at your cash flows.  It's based on a working capital percentage of the cost of power and OM&A, and an amount is essentially built into the rate base, correct?  That's generally your understanding of how the working capital is set?

MR. SEAL:  Which includes the lead lag study, as you're aware, Mr. Rubenstein, which includes the estimates of the billing lags that are part of -- part of the revenue stream.  So it's implicit within the lead lag study, in the calculation of the working capital allowance, these types of lags.

MR. RUBENSTEIN:  But my question is why wouldn't the appropriate way to undertake this calculation be to simply adjust the billing lag that was the basis of how rates were set in the last CIR term?  So whatever the working capital allowance that was set in 2015 -- I believe was about 8 percent, I don't have it in front of me -- using the data that was provided by, I believe, Navigant in the last case to come to that, just adjust the billing lag to come up to what would be the new revised working capital allowance and calculate what the revenue requirement impact of that change would have been?

MR. SEAL:  I think our view is that this is a more direct way of doing it, and it achieves basically the same result.  In fact, the way we have done it because we implemented a monthly billing starting in September, part way through the year, we are capturing that when we started the monthly billing, and then carrying that forward to the years where we had it for a full year.

So I would say that this is probably a more precise way of calculating the savings associated with it, that ultimately would be of the same nature as working the other way.

MR. RUBENSTEIN:  Are you able to do the calculation the way I am discussing?  I guess we can then compare it.

MR. SEAL:  I am not sure if I would be able to do it specifically for the year where we implemented partway through.

MR. RUBENSTEIN:  I assume you just prorate that year.

MR. SEAL:  Again, which would probably be less specific than the methodology that we have used.

MR. RUBENSTEIN:  Can I ask you to undertake to do it with my methodology, and I will leave to the hearing and argument what's the better way of doing it, but just so we both have -- so we have the numbers and there's no dispute about the numbers?

MR. SEAL:  I can do that.

MR. MILLAR:  Okay, hearing that given, JTC3.29.
UNDERTAKING NO. JTC3.29:  TO PERFORM A CALCULATION OF THE WORKING CAPITAL SAVINGS USING MR. RUBENSTEIN'S METHODOLOGY


MR. RUBENSTEIN:  I am going to leave some of these areas to my friends, who I know have broader questions.  Those are my questions for this panel --

Procedural Matters:


MR. MILLAR:  These it?  Okay.  I don't think we can usefully do anything more today, but thank you, Mr. Rubenstein, for going first.  We will be back at 9:30 tomorrow morning.

MS. COBAN:  Mr. Millar --


MR. MILLAR:  Yes.

MS. COBAN:  -- before we end the day if I could just make a request that if the parties have any questions about customer engagement if we could go through those questions first thing tomorrow so that Mr. Lyle can be excused from the panel.  He has got some other commitments in the afternoon and has kindly made himself available to us on Friday for the schedule extension.

MR. MILLAR:  Okay.  Well, we will see what we can do.  I don't know how many questions there are, but we can canvass the room, so thank you for that.  We will do our best.

Anything more?  Okay, thank you, everyone.  See you at 9:30.
--- Whereupon the conference adjourned at 5:02 p.m.
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