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Friday, February 22, 2019
--- On commencing at 9:29 a.m.

MR. GLUCK:  I think we're ready to proceed.  Thank you.  Did someone call in on the phone?

MR. HOVDE:  I did.  This is Dave Hovde from Pacific Economics Group.

MR. GLUCK:  Thank you.  Did someone else just call in on the phone?

MR. QUINN:  Yes.  It's me.  It's Dwayne.

MR. GLUCK:  Hi, Dwayne.

MR. STERNBERG:  The one thing I'd just add that we mentioned at the end of day yesterday if it's practical to do it may be helpful to have all of the questions relating to customer engagement asked first from any of the parties, so that then Mr. Lyle can leave, as he has got some other commitments and is travelling out of town later today, so if that's practical to do perhaps we can proceed that way.

MR. GLUCK:  Okay.  Do parties want to do that?  Do you want to ask your -- are you ready to ask your customer engagement questions now?  Staff has no questions for Mr. Lyle, so if anyone else would like to do that.  Go ahead.

[Microphone not activated]


MR. GLUCK:  Yeah, we have a lot to get through today, so...
TORONTO HYDRO-ELECTRIC SYSTEM LIMITED - PANEL 3, resumed

Grey Lyle

Matthew Higgins

Darryl Seal

Cynthia Chan

Examination by Mr. Garner:

MR. GARNER:  It looks like I am the only person who has a question of you, Mr. --


MS. GIRVAN:  Your mic's not working.

MR. GARNER:  Well, it's on.  How's that?  You can hear me?  You're the only person that matters, so...  So I have -- I do have one question, and in fact, it kind of -- it's -- it really was in an IR that's in panel 1.  I didn't actually -- able to put my questions there, so I will put it to you, but it's really in your area in any event, and if you turn up, it's Staff -- I am sorry, I have just got to find this.  It's 2B-Staff-73A, and it really isn't necessary to go through the interrogatory and its response in any sort of detail, Mr. Lyle.

What it really is is Staff asked the question how did Toronto Hydro modify its proposal after its customer engagement, and there's a very long explanation as to what happened.  And in that interrogatory there is a table toward the bottom of it, I think, and -- thank you, that's it.  And I am not going go through all of the items, but there's a long table in there.

And my question to Toronto Hydro was going to be in that response is there's a penultimate and an ultimate plan discussed in there, and so my question to them -- and maybe someone on the panel who knows, they can answer this, but my assumption was the penultimate was prior to the input of the engagement intelligence and the ultimate was subsequent to the intelligence of the engagement going into the plan.  And if anybody on the panel wants to correct me with that assumption they can do it, but otherwise I will proceed with that on that basis.

MR. HIGGINS:  Yeah, we actually had -- so we had the two phases of customer engagement, the first phase being looking at preferences and needs, sort of a high-level, open-ended sense, and that was used to set the strategic parameters, and it was ultimately used as guidance up to the penultimate plan, and then the penultimate plan, you are correct, we took that back to customers, and then using the feedback we got in the more plan-specific customer engagement in Phase 2 we then made adjustments to the plan.

MR. GARNER:  Right.  Okay.  So -- and thank you for that.  And so if I look at this, I guess the question to you would be, so this plan, the ultimate plan, call it, the final plan, it incorporates the gatherings of the innovative customer engagement; correct?

MR. HIGGINS:  Of the second phase specifically, yeah.

MR. GARNER:  Okay.  That's the Innovative -- that includes Innovative's work, Mr. Lyle's work, does it not?

MR. HIGGINS:  Yeah, but I will just clarify that.  Both phases of customer engagement involved Innovative's --


MR. GARNER:  And Mr. Lyle's work.

MR. HIGGINS:  Yeah.

MR. GARNER:  Good point.  Okay, thank you.

So one of the things that the table really doesn't explain to me, and perhaps, Mr. Lyle, if you have had an opportunity to see it yourself, is it doesn't really explain to me for each one of those adjustments what it was in the customer engagement that actually provided the intelligence to -- let's use what's on the screen right now.  Take metering from 154.2 to 125.8, or maybe it's the -- yeah, it goes the other way, from 125.8 to 154.2, so it's not clear to me that there is a direct causal relationship between the customer engagement and the penultimate and -- the initial and the penultimate plan in that thing; right?  There's no direct relationship you can put your finger on?

MR. HIGGINS:  So I think if you go through the table there's a couple examples there where we have made that direct link at the program level.  The network conditioning monitoring and control program, I think it's on page -- on page 9 of that interrogatory response -- in the first row you will see that we mentioned the support that we did get from customers on balance for that type of initiative, which is meant to sort of prevent vault fires and floods and things like that, which was ultimately an outcome and a trade-off that customers were interested in.

In other cases you will see throughout the table there were other drivers of changes at the program level, so you are seeing a mix in this table of changes that were driven specifically by customer engagement results as well as changes that were just driven by things such as refinement to estimates and just ongoing business planning decision-making, so you will see different drivers.

MR. GARNER:  I think what I see -- and you can correct me if I am wrong -- is a generalization to certain things.  Like, what I don't see, and I don't think it exists, but if it does you can tell me, is a direct relationship between the questions and the areas of probing of customers and the outcome in this case in the capital plan.  I don't see something that said -- and maybe I am wrong, Mr. Lyle -- where you said, you know, vaults are interesting and here is the problem.  We'd have this much money in vaults we want to spend.  We could spend more and it will do this type of thing.  What do you think about that?  Is there something in there that I can point to that has that type of direct causal relationship?

MR. LYLE:  Yeah, I mean, certainly we asked about vaults in the workbook, but I wasn't a part of them, what Toronto Hydro did about it, I just collected the customer feedback.

MR. GARNER:  Have you seen the table and looked at it at all --


MR. LYLE:  This is the first time I have seen the table --


MR. GARNER:  So you have not done anything yourself to say -- or to say, I think this outcome reflects the work that I've -- we've done and what the customers have --


MR. LYLE:  No, I wouldn't be able to speak to that.

MR. GARNER:  You wouldn't be able to speak to that, okay, thank you.

Now, the other thing I would like to ask you, Mr. Lyle, about the Innovative work -- and it may be there and maybe I am just not familiar with it -- as I saw it, though, you were generally discussing with customers issues that revolve around the capital plans of the utility; is that correct?

MR. LYLE:  Correct.

MR. GARNER:  So you weren't in the customer engagement talking about other things like whether they could improve their payment system or whether people had issues with, you know, their online portal or anything like that?

MR. LYLE:  We didn't have choices about that, but there was an opportunity, particularly in the first stage, but even in the second stage, for people to identify needs that were not being met by Toronto Hydro.

So if you had been frustrated with your online access to information at Toronto Hydro, there was an opportunity in the workbook where we said, are you satisfied or dissatisfied with the service you are receiving, and then we said, how could Toronto Hydro be better for you.

MR. GARNER:  Right.

MR. LYLE:  People had an opportunity to put whatever was on their mind.  In the earlier stage we actually developed a customer journey diagram to remind people of the different ways in which they might have been involved with Toronto Hydro at some point over the years to get them to then identify needs that they might have felt.

So the -- and in addition to that, Toronto Hydro does regular customer satisfaction work, et cetera, that also feeds into that.  So there was quite a few opportunities both inside and outside this process for needs that customers had to float up to the top regardless of whether Toronto Hydro wanted to propose them or not.

MR. GARNER:  But unlike the capital program stuff which, as I saw it, you provided the customers with a fair amount of background information in order to help them understand what they might be concerned about, you didn't provide the same sort of information about other aspects about the utility that they might be engaged in that drew their mind to the same issue in the same manner as you did with the capital?

MR. LYLE:  Well, again, in the stage 1 we did, in the qualitative element, so where we did the random focus groups we actually sat them down and reminded them of all the different ways in which they might touch Toronto Hydro rate from the perspective of trying to get a connection to your property in the first place, if you were building to wanting to close your account because you were moving or for whatever reason.  So -- and all the steps in between --


MR. GARNER:  And so out of that exercise is that where you found and decided that they were most focused on capital and therefore Phase 2 should really be talking to them about the capital aspects --


MR. LYLE:  No --


MR. GARNER:  -- or was that driven by the client who wanted that aspect explored because the Board requires it as part of their capital program building, so to speak?

MR. LYLE:  There's sort of -- a customer engagement program brings two different streams together.  One is that it lets the public push things onto the agenda.  But the key driver of the engagement process is the business choices that a utility has to make for its plan, because all of this is based on the handbook's direction that utilities must develop a plan that focuses on the outcome that matters to customers.

So what we were looking at is -- the question we asked our clients, the utilities, is what are the key decisions that would impact customer outcomes where, you know, getting feedback from the customers is going to have an influence on your choices.

And so generally what we found consistently is that for most utilities, when you look at operations there, tend not to be a lot of choices that lend themselves to natural value trade-offs that are easy for customers to get involved in.

The second contributing element to this that's actually laid out in the online workbook is that when you compare Toronto Hydro's benchmark information on their capital spending and their operating spending, their operating spending is about average but their capital spending is above average.

And so then the question was, well, are customers comfortable with Toronto Hydro's spending capital above the average compared to others, or do they want Toronto Hydro to pull back and so that benchmark information --


MR. GARNER:  I don't want to interrupt, but I do -- I think I understand that and I think, though, you are answering my question in the affirmative, but in a different way.

What I am really trying to understand, Mr. Lyle, is really sort of this aspect.  The way I see your work, you were directed by the utility to put a focus on the capital aspect of their plan.  They have over things they do, because as you pointed out, that's a requirement of the Board and something that they need to do.  I am not trying to cast aspersions on that end of the work.

MR. LYLE:  Yeah.

MR. GARNER:  But that really what you were directed to put your focus towards, not the general aspect of utility.

So you did not, for instance, say to people did you know Toronto Hydro helps low income people with assistance. And you did not say, you know, should that assistance be increased in order to potentially reduce your bills by having lower bad debt.

You weren't focussed on that.  That may be a good thing, but because that wasn't really the focus of what you were asked to do.  You were asked to focus on the aspect of the capital program of the utility.

Is that fair?  That's all I am really trying to get to.

MR. LYLE:  Yes.

MR. GARNER:  Thank you.  So I think that's -- those are my questions, Mr. Lyle, thank you very much.

MR. MILLAR:  Did we have more questions for Mr. Hann?

MR. HANN:  Yes.

MR. BRETT:  Excuse me if I am interrupting.  It's Tom Brett calling, and I just want to let you know I am obviously on the line here and I will have a couple of questions for Mr. Lyle following the other questions.

MR. MILLAR:  Okay, I think Mr. Hann is next.
Examination by Mr. Hann:


MR. HANN:  Yes, I just have one question that was moved from panel 2 to this panel, please.

In the material that was provided, there was a page entitled "Addressing safety and reliability."  And I am sorry, it doesn't have a page number -- or page 31 of appendix A in Exhibit 1B.  It looks like this.

MR. LYLE:  Got it.

MR. HIGGINS:  I think it's page 19 of the workbook.

MR. LYLE:  Well, it's appendix 2.1, customer feedback portal report, page 31, I think.  There we are.

MR. HANN:  My question pertains to aging equipment.  It says that 36 percent of the interruptions are due -- of the outages are due to aging equipment.

Why was the term "aging equipment" used instead of defective equipment?  And is it the opinion of Toronto Hydro that aging equipment and defective equipment are the same thing?

MR. HIGGINS:  So from our perspective -- and Mr. Lyle may have more to add to this -- but the labels that were used throughout these charts, and one of the things that needs to be considered when constructing these sort of customer-facing materials, is the terminology that we use with customers and whether it's going to be understandable to them.  And ultimately, we need to make those choices and, in this particular case, we felt that the label "aging equipment" was appropriate.

It ultimately reflects sort of the key driver of those defective equipment outages overall, and was something that would ultimately make more sense in the context of the full engagement with customers.

MR. HANN:  So Toronto Hydro believes that aging equipment and defective equipment are equivalent?

MR. HIGGINS:  I don't think the conclusion necessarily has to be that they are one to one equivalent.  But certainly whether this was called deteriorating equipment, defective equipment, equipment that breaks, you know we had a number of -- we could have picked a number of things.

I think the general rationale was that defective equipment was a bit of a technical term, and may not be something that clearly communicates ultimately what the plan is about.

MR. HANN:  Does aging equipment fit in with the bias of the report, that you want to see aging equipment replaced as opposed to defective equipment?

MR. HIGGINS:  I am not sure --


MR. HANN:  I think customers can understand the difference between aging equipment and defective equipment.

MR. HIGGINS:  I think we disagree with that.

MR. HANN:  Okay.

MR. MILLAR:  Those are your questions, Mr. Hann?

MR. HANN:  That's it.

MR. MILLAR:  Mr. Brett, did you have a question for Mr. Lyle?

MR. BRETT:  I did.  I'd like you to turn up, Mr. Lyle, BOMA 41, 18-BOMA-41.  Do you have that?

MR. LYLE:  Yes.

MR. MILLAR:  He does have it, Mr. Brett.

MR. BRETT:  The question that we had asked was -- I had asked was to reconcile some statements at different parts of the executive report.  And all of these statements I am going to refer to are contained in the executive report of Innovative.

There were a number of statements in that report that made it clear, to me at least in reading it, that in the various consultations with the groups of customers, in particular the small-volume customers, which I take to include the residential and the small commercial People -- I am looking, for example, at page 5 of the report, where it says "summary of customer priorities".

It shows at page 5 that the priorities of customers, as I understand this, the first, second, and third priorities are -- of residential, the first priority is price, reasonable price, and then the second is priorities reliability, and then the third priority is safety.  And then with respect to the general service under 50, sort of I equate to more or less to small business and other smallish non-residential customers, again the first priority was price, the second was reliability, and the third was safety.

And then if you go up to the mid-market area, which would include, as I understand it, a variety of types of customers, institutional, commercial but let's say commercial and institutional customers, you have the
same -- the same hierarchy; the price is the first priority and reliability is the second priority.  And there are other references in the executive summary to the same thing, to the same conclusion.  And I will just give one more.

If you go over to page 8 of the conclusion of the executive report.  And pardon me for shuffling paper.  I am holding a telephone in one hand here.  At the very top of the page it says "delivery reasonable electricity price clearly emerges as the top priority valued by low-volume customers followed by reliability and then safety", so that all seems pretty clear to me.

But then elsewhere in the report -- and I am looking here particularly at page 7 -- at the middle of the page you make a statement which is the statement I quote in my IR:

"Similar to what was observed in previous focus group research, safety, reliability, and price are seen as equally important to low-volume customers."

So -- and you base -- you appear to base that, if I look at your answer, the first sentence of your answer says:

"The conclusion that low-volume customers weigh safety, reliability, and price equally is based on the quantification of 'net importance' when respondents were asked to assess the importance of each priority as shown on page 7 of the executive summary."

Now, I guess two questions.  The first is, the quantification of net importance is -- could you just explain how that was done sort of arithmetically?

MR. LYLE:  Sure.  Net importance is just taking the number of people that said extremely or just regularly important, so people that gave 6 or higher, and subtracting from that the people that gave a score of 4 or lower, to get net importance.

MR. BRETT:  Okay, so taking the -- taking, in other words, the dark blue and the light blue and then subtracting from that the amounts -- what do you subtract again?  I am sorry, I didn't quite catch that.  What's subtracted out?

MR. LYLE:  The orange and the red, the not important and not important at all.

MR. BRETT:  Okay.  But it would also be fair to say, looking at that same table, would it not, that the number of folks that said that price was extremely important was higher for -- was -- the electricity prices were the subject of the highest number of people said was extremely important.

MR. LYLE:  Well --


MR. BRETT:  The dark blue.  I am looking at the dark-blue column only, not the light blue, but the dark blue.

MR. LYLE:  Yeah, I understand.  Statistically there's no difference between the top three, so there's --


MR. BRETT:  Let me ask you this then, and I don't want to get into -- I am really trying to reduce what otherwise will be probably a rather vigorous cross-examination, but if we can get some common ground here it would be important, I think.

You really -- I cited you two statements in the report where you -- the report said unequivocally that customers' concerns with price was the highest -- their highest concern, that that was their first priority.  So if I were to say to you, well, look I think what you are saying here is that safety, reliability, and price are all important but the customers have told us that price is the most important of those, would you concur with that?

MR. LYLE:  Yes.

MR. BRETT:  All right, thank you.  That's my question.

MR. MILLAR:  Thank you, Mr. Brett.  Does anyone else have questions for Mr. Lyle?  Ms. Grice.
Examination by Ms. Grice:

MS. GRICE:  Thank you.  I just have a couple questions on the report, please, thank you.  If we can turn to page 5 of the report.

MR. LYLE:  The summary?

MS. GRICE:  The summary, yes.  I just want to clarify, under "key accounts, large customers", my understanding is this was an online survey and you received 63 responses.  It says "not applicable under quantity".  Can you just -- do we have a number for that, for how many were considered to potentially participate in the online survey?

MR. LYLE:  Right, it was e-mailed to everybody that was on the list of key accounts.  And if you just give me a second, I will tell you how many that is.  So 275 key accounts, which was the list at that time, were sent an e-mail invitation and then sent reminders.  And of those 63 responded.

MS. GRICE:  Okay.  And does the 63 represent 63 different organizations?

MR. LYLE:  Yes.

MS. GRICE:  Okay, thank you.  Page 9, please.

MR. LYLE:  Pardon?

MS. GRICE:  Sorry, page 9 of the report.  There was a question asked:

"Is there anything in particular that Toronto Hydro could do to improve its service to your organization?"

And at the very bottom under "other" it's 11 percent.

MR. LYLE:  Um-hmm.

MS. GRICE:  Is there anywhere in the report where what the "other" captures is clarified?

MR. LYLE:  No, because they are all basically individual measures that didn't group into natural categories.

MS. GRICE:  Is it possible to get just a listing of what "others" said?

MR. LYLE:  I can look at it.  The only -- the only hesitation I have is just to make sure that there's nothing that would -- in sharing the verbatim would identify the person that made the verbatim.  But assuming that we can -- that there's nothing identifiable, then we can share the list.

MS. GRICE:  Okay, thank you.

MR. MILLAR:  That's JTC4.1.
UNDERTAKING NO. JTC4.1:  TO PROVIDE A LISTING OF "OTHER" RESPONSES TO A REQUEST FOR SUGGESTIONS TO IMPROVE SERVICE.

MS. GRICE:  Okay.  Page 11, there was some questions asked about whether or not customers -- key account customers would say they were willing to pay more to maintain or improve system reliability.  And there were 34 percent that don't know.  It sounds like a crazy question, but can you just elaborate on why you think if they shared why they don't think they know?

MR. LYLE:  I can't say specifically on that question, but if I put it in context of the other qualitative work we did with these customers in the past, generally they're "show me a specific".  So what they are looking for is they would much rather respond to a specific project where they could look at, what I am I getting for the money I'm paying, and generally in the past that's been why they would say "don't know" to a more general question, because they would like to look at the specific benefit they are getting for a particular project.

MS. GRICE:  Okay, okay, thank you.  Page 13.  Just under "key accounts", again, my understanding is 37 completed the telephone survey.  Did you again approach the same 275?

MR. LYLE:  No, for this -- so just a correction -- it's actually an online survey for this one.  The key accounts was online.

MS. GRICE:  Oh, online, okay.

MR. LYLE:  And we did still go back to the current list of key accounts, but the number of key accounts had changed at that point, and the list that we were working from was 336.

MS. GRICE:  Okay.  Great, thank you.  And I just have one last question.  This is in Appendix 2.5, page 26.

MR. MILLAR:  Just while we are waiting for this, I think there may be a couple of people on the line.  If you are on the phone, can I ask you to put the phone on mute because we are picking up some distracting background noise.

MR. LYLE:  Was it 26?

MS. GRICE:  Twenty-six, please, yes.

MR. LYLE:  So I think the headline is "investment alternatives preamble."

MS. GRICE:  Yes.  So it's italicized:  "To learn more about each category, simply hover over the title."

And I can't couldn't see anywhere in the report where it explains what the customers were told in the online survey about each of those categories.

MR. LYLE:  Yes, we have it, so I will just point you to a different part of the report.  If we go to appendix 2.1 -- is it in 3.1 as well?

MR. HIGGINS:  Yes.

MR. LYLE:  But what we are looking for is where the "hover" is -- you're right, it's going to be in 3.1.  I will send you to 3.1. Sorry for that.

MR. HIGGINS:  Yes, there is an appendix to 3.1.

MS. GRICE:  Okay.  So I can find it there?

MR. HIGGINS:  Yes, I believe that's where all the additional links information is.

MS. GRICE:  Okay, thank you.  So the information that you shared with key account customers on each of these five investment categories, it was the same as what you shared with residential --


MR. LYLE:  Yes, exactly the same.

MS. GRICE:  Exactly the same, okay. And the last question is at the bottom of that page 26.  You just -- you provided that the plan could translate into an annual average increase in your distribution rates of between 2.3 percent and 3.9 percent.

What are you basing that on?  Like how did you run that calculation?

MR. LYLE:  Well, that's information we received from Toronto Hydro.  So Toronto Hydro would have to answer how they generated that.

MR. HIGGINS:  Can you just bring it up again?  Do you have the reference, Jack?

MR. LENARTOWICZ:  Could I have the reference again, lease?

MS. GRICE:  Sure.  It's Appendix 2.5, page 26. So there it is, it's the bottom, the sentence at the bottom of the page.

MR. HIGGINS:  I don't have the specifics on me, but this would have been high-level bill impact scenarios based on the plan that was included at the time in the workbook.

MS. GRICE:  I just don't have the information close to me, but is this in line with what's in the application?

MR. HIGGINS:  I mean, ultimately the application is based on the final plan, and what would have ultimately been the most detailed bill impacts we would have run based on all the final assumptions and proposals, so --


MS. GRICE:  So this was just a high-level?

MR. HIGGINS:  Yes, this would have been a more high-level estimate at the time.

MS. GRICE:  Okay, okay, thank you.

MR. MILLAR:  Is that all your questions, Ms. Grice?

MS. GRICE:  I am sorry, yes, it is.  Thank you.

MR. MILLAR:  Okay, thank you.  Any more questions for Mr. Lyle -- remembering that this comes out of your time allotment?
Continued Examination by Mr. Garner:


MR. GARNER:  Sorry, I apologize I had forgotten when I had Mr. Lyle; it's very quick.

Mr. Lyle, in all of the customer engagement that you did, did you do anything that talks or asks about the tradeoffs in customers minds between the duration of their outages and the number of outages?

Is there anything in there that would lead me to understand how they feel about that potential trade-off?  And if there is, you can just tell me yes, we did, and I will look at that.

MR. LYLE:  I am just going to look myself.

MR. GARNER:  I am glad both of us haven't memorized the...

MR. LYLE:  To the best of my recollection, and I will undertake to look and see if I can identify anything specific, in this particular round we didn't look at it.  In the past, when Toronto Hydro did a consultation for the IRP for the central area, there was work done on how people felt about length versus number of outages.  But for this particular one, I don't believe we did.

MR. GARNER:  Thank you, and if you need to correct that, then obviously you can do it.  But thank you very much.  Those are all my questions, thank you.

MR. MILLAR:  Okay, can we move back to our regularly scheduled questioning?

MR. STEPHENSON:  Mr. Millar, I actually have a couple of questions for this witness.

MR. MILLAR:  For Mr. Lyle?  Okay.
Examination by Mr. Stephenson:


MR. STEPHENSON:  My question is -- sorry, it's Richard Stephenson, counsel for the Power Workers Union.  Good morning.

My question is about customer engagement, bill impacts, and the impact of the Fair Hydro Plan on bills that your customers -- or that Toronto Hydro customers would be receiving.

And can you assist me?  What, if anything, did you ask customers about, or what did you tell customers about the impact of the Fair Hydro Plan in terms of the bill impacts they would be seeing?

MR. LYLE:  We didn't address the impact of the Fair Hydro Plan.

MR. STEPHENSON:  And was there a reason for that?

MR. LYLE:  The underlying assumption we have is that at some point, someone is going to have to pay these costs. And so the real issue that -- the easiest issue for the public to focus on was the question of should these costs be incurred or not, rather than the cash flowing when do they pay for those costs.

MR. STEPHENSON:  I mean, did it occur to you that, number one, we don't know who's going to pay these costs, and, number two, there's at least a possibility that the costs aren't going to be paid by the people who are getting the bills -- or at least not in the same proportions anyway.  So that it may well be that a number of these customers would never pay the full impact of these bills.

MR. LYLE:  Yes.  So it's definitely a discussion that we had and the consideration that -- there were a couple of factors that went into my consideration of this.  The first is we have only so much time in a conversation before we lose the public, before they just say that's too much, I don't want go any further.

And so we have to do essentially a triage exercise to say what is the most important thing to get feedback on.

And I think the second element is reflective of your question, which is, there is a lot of uncertainty about how the Fair Hydro Plan will work over time.  It would require a lot of education within the workbook to allow the public to be in a position where they could speak meaningfully about it.

And when we looked at the concrete business choices that Toronto Hydro had to make, and we looked at how much time we thought it would probably take to be able to explain this, certainly our view was that it was just too much of an investment of time that would take too much away from the other things that we wanted to do, because it wouldn't be hard for us, any of us here, to come up with a list of other things we would be interested in what the public view is.

So that, in the long run, I think it would have been interesting, but there were other things that were more urgent in terms of the planning process in budgeting the time and the consultation.

MR. STEPHENSON:  Fair enough.  Thank you for that answer.

But let me just follow up with one point, and that is, regardless of what the people you were canvassing knew or didn't know about the Fair Hydro Plan, you know about the Fair Hydro Plan.  And what, if anything, can you tell us about the validity of the responses or the impact of the responses that you got in circumstances where you didn't brief or educate them about that, bearing in mind the fact that the -- we now know or we have a sense of what the impact of the Fair Hydro Plan actually is?  How would that impact on -- either directionally or from a validity perspective on the intelligence you actually received?

MR. LYLE:  Well, first of all, the Fair Hydro Plan is actually having an impact on all these engagements because there are fewer financially distressed people coming into the engagement, so it's very clear in our work that we share publicly that the more -- the more under financial stress you are the more dissatisfied you are with the system, and the more dissatisfied you are with the system the more negative the interactions tend to be in customer engagements.

So the Fair Hydro Plan has taken some of that pressure off.  And so when people come into the engagement they don't start as angry as they were prior to the Fair Hydro Plan.  So there is actually already an impact.

And then the second impact, you know, if we said to people that as a result of the Fair Hydro Plan for the foreseeable future you will be paying less than we are showing here in the workbook then people would likely want more things done.

MR. STEPHENSON:  Okay, thank you.

MR. MILLAR:  Thank you, Mr. Stephenson.  Anything else for Mr. Lyle?  Okay, let's go to Staff -- is it you starting, Mr. Gluck?

MR. GLUCK:  Yes.

MR. MILLAR:  Okay.
Examination by Mr. Gluck:

MR. GLUCK:  The first thing I would like to talk about today is the spreadsheet that I provided in advance of this technical conference.  I provided copies to the panel there, and the one is -- the one I am going to talk about right now is on the large piece of paper, and it compares the 2015 to 2019 custom IR approved to the 2020-2024 proposed custom IR.

MR. STERNBERG:  Just before we get on to the answer, if everyone is finished with Mr. Lyle might he be excused for the day then --


MR. MILLAR:  Yes, of course.  Thank you, Mr. Lyle.

MR. LYLE:  Thank you.

MR. MILLAR:  Mr. Gluck, would you like this marked?

MR. GLUCK:  I would, please --


MR. MILLAR:  Is it just the one document or --


MR. GLUCK:  It's combined with the references and notes --


MR. MILLAR:  Okay.  That's fine.  We will just call it in its entirety KTC4.1 -- a capital chart by Board Staff --


MR. GLUCK:  Yeah, that's great.

MR. MILLAR:  -- is that what you want to call it?
EXHIBIT NO. KTC4.1:  CAPITAL CHART BY BOARD STAFF.

MR. GLUCK:  Pardon me?  There's some extras here.

So what I was hoping to do today with this chart is have Toronto Hydro confirm that the numbers in the spreadsheet are correct and also to confirm whether Toronto Hydro believes that comparisons that were done are reasonable.  I was hoping to not have to go line by line through the chart.  So is there any way the witness panel could advise whether they have any specific concerns with it or whether I do need to go line by line, please?

MR. SEAL:  Mr. Gluck, we have reviewed the data and the notes, and I don't believe we found any errors with anything in terms of the references or the numbers that were in it.  But I guess I can say I can't comment on the validity of it because I don't know what the point of it is --


MR. GLUCK:  Okay.

MR. SEAL:  -- so maybe you do need to walk us through.

MR. GLUCK:  Okay.  So I am glad to hear that there is no numerical errors.  So what the chart does is from left to right you can see that we are comparing what we have described as your funded 2015 to 2019 custom IR plan.  And when we use the language "funded" we mean the amount that is approved in rates through your custom IR formula.  And that's why you see the stretch factor reductions to your capital-related revenue requirement and your deprecation.  And we have done the same thing for your 2020 to 2024 custom IR.

And when you go to the far right of the spreadsheet, we have done a comparison of two things:  One, if the Board were to view these two applications as single-test year cost of service, what is the difference between them?  And to the right of that the comparison of these two custom IR plans over the entire term on an average basis.

So to go over the test year 2015 to 2020, what I would like to ask Toronto Hydro is do they agree that the net capex as a proportion of rate base between 2015 and 2020 on a single test-year basis has decreased by 3.56 percent, which is almost a 25 percent reduction of capex as a proportion of rate base?  So significantly less capex is -- relative to rate base is required under this plan.

MS. COBAN:  Mr. Gluck, I am just going to step in maybe while Mr. Darryl (sic) is thinking about that.  I think as we spoke when you circulated this document, there are a number of propositions that are put in this document that we just haven't had time to work through and to understand what the validity is or the implications of those propositions are.  So at this point I am a little hesitant to have the witnesses comment on the validity, so I just want to preface sort of this discussion with that general comment.

MR. GLUCK:  Okay.  What I am trying to do is maybe -- it's likely that we are going to interpret the results differently of this analysis.  But what I was hoping to do is have you confirm that the types of comparisons I am doing are reasonable.  In the statement you just made is that something you would not be able to do today?

MS. COBAN:  Not here on the stand.  We could do it maybe by way of undertaking to be helpful, but we just need to think through the implications of confirming or denying any of those things.

MR. GLUCK:  Okay.  So I am fine with that.  Is -- do we need to go through these further or can we take an undertaking and perhaps talk offline about what these numbers are?  I don't know what the best way forward is.

MS. COBAN:  I think it might be helpful for you to take us through it so that we understand a little bit better what Staff's perspective is on this, and then we can, you know, we can use that information to assess whether we can comment on the validity or the appropriateness.

MR. GLUCK:  Okay.  That sounds fine to me.  So I really don't necessarily want to go through every line like I was just going down the path of doing.  But I think, as I said, the tables from left to right compare the custom IR approved from last time to the custom IR proposed this time.  And you will see that there are key indicators in the box to the far right that show the difference between capex as a proportion of rate base and funded depreciation as a percentage of capex.  And to Staff depreciation is a portion of capex advises at a high level how much capital funding you have freely available to reinvest in your capital program.

And then the next indicator, from looking at the custom IR to custom IR, is that it's a rate base growth term and it's how much over the plan rate base has grown.

And in this chart, it shows that in 2015 to 2019, rate base grew by 32 percent, and now it's growing by 22 percent.  So the growth in rate base has slowed significantly from this plan when compared to the last plan.

And then going down, when you go the two charts downwards, for comparing on the left side, the 2015 to 2019 custom IR approved to what would have happened if you were under IRM.  And to do that analysis, we simply applied the I minus X factors that were approved during that period.

And when you look under those tables, you'll see indicators titled "shortfall" and "proportional shortfall".  What that describes is the amount of funding for capital-related funding, depreciation funding, and overall revenue requirement funding, the difference between what you got under custom IR and what you would have had under IRM.

And you can see that the proportional shortfall -- you can see the numbers there. And then to the right, we --


MR. SEAL:  Mr. Gluck, can I just confirm on that one, then?  So what you are saying is in that bottom table, I will take the line CRR funding, it's saying that under our approved versus the I minus X, the I minus X would have given us 300 million less than under our approved?

MR. GLUCK:  Exactly, exactly, and that's equivalent to 11 percent less capital funding under IRM versus a traditional cost of service with IRM.  So that's what those numbers are showing.  It's comparing the bottom number on the far left to the top table.

And to the right of that, it's the same analysis we just discussed, but comparing your 2020 custom IR to what you will receive under IRM, if that were to be approved by the Board, and that is based on your forecast of I minus X for 2020, because nothing else is available.

So we have just used the numbers you provided as part of this application to calculate the inflation and stretch factors.  So I think it's 1.2 minus a .3 percent stretch is just applied across all those years.  So it's the same analysis there.

And then the final box on the far right, what that does is it compares the two shortfalls.  So it says basically your capital-related -- we use that as an example the capital-related revenue requirement funding shortfall in 2015 was 11.74 percent, when you compared IRM to custom IR.  And in 2020, that shortfall has shrunk to about 7 percent.  And that's -- to the far right, it's showing that that's a 40 percent reduction in the shortfall of custom IR versus IRM funding.

So that's essentially what the table does.

MR. MILLAR:  Mr. Gluck -- sorry, you go ahead.

MR. SEAL:  I think I can understand the math, but I am not sure I can comment on any validity of these numbers themselves.

I would maybe quibble with your relative change in proportional shortfall, taking a percentage of change in percentages, but that's a quibble I might have.

MR. GLUCK:  Fair.

MR. MILLAR:  Mr. Gluck, what usefully -- I think what I have heard from Mr. Seal is, subject to check, of course, the numbers and the math look okay, and I think he follows what you have done.

What usefully could we accomplish through an undertaking?  Is there something you would like them to take away to think about with regard to this?

I do agree this is the type of thing if we can sort out whatever needs to be sorted out, it's better to do it through a technical conference or undertaking instead of trying to pick through this in front of a panel.

So I am hopeful we can take this to next step, whatever the step may be.  Do you have any suggestions?

MR. GLUCK:  Yes.  I guess the only thing remaining, if you don't believe that certain comparisons in there are reasonable, I would like to know about it before the hearing and before argument.

And it seems to me that -- you know, one thing you just mentioned is talking about a relative change in proportional shortfall.  It would help Staff if we knew that before the hearing.

MS. COBAN:  I think I have a sense of what you're asking for.  So we will undertake to provide our comments or our views on the scenarios that you have set out here in this exhibit and if -- you know, the extent to which we can take that comment I guess will depend on our analysis and what we are able to do with it.

But I think we can leave the undertaking sort of general and broad that way to give us the flexibility that we need to comment.

MR. MILLAR:  I think these sensible.

MR. GLUCK:  That's great, yeah.

MR. MILLAR:  Thank you for that, Ms. Coban and panel.  So we will mark that as JTC4.2, and I guess pretty much in the wording of Ms. Coban, which I won't try to repeat at this moment.  Is that sufficient, Mr. Gluck?

MR. GLUCK:  That is, thank you.
UNDERTAKING NO. JTC4.2:  TO PROVIDE THESL'S COMMENTS OR VIEWS ON THE SCENARIOS SET OUT IN EXHIBIT KTC4.1

MS. GIRVAN:  I had a question for Mr. Gluck.  I just was trying -- maybe what would be helpful for me is if you can take us through what you are trying to compare in each of the comparisons.

MR. GLUCK:  Maybe I could do that at the break?

MS. GIRVAN:  Okay.

MR. GLUCK:  I have like a lot of questions.

MS. GIRVAN:  Okay.

MR. GLUCK:  Okay, thank you.  I'd like to go to
1B-Staff-25 now.  And I'd just like to confirm with you that Staff's understanding of part C combined with part D to that response is correct.

So in Toronto Hydro's view, is Toronto Hydro's earnings sharing mechanism a true-up of OM&A and revenue offsets that operate symmetrically to the end that if Toronto Hydro overspent its operational budget and that overspend was in excess of the 100-basis point dead band, that you would collect that money, that overspend from rate payers?  Is that understanding correct?

MR. SEAL:  So the ESM mechanism is, as the Board ordered, a symmetrical mechanism.  And our calculation is based on the revenue requirement of the non-capital related revenue requirement portion is what goes into the ESM.

We have not -- our results are not in the manner that you have described, so that's hypothetical.  But it certainly is a Board-approved symmetrical mechanism.

MR. GLUCK:  So you would collect an overspend on OM&A hypothetically if, in one year, your OM&A spend was higher than -- higher than the amount built into rates and above the 100-basis point dead band?

MR. SEAL:  I think we would have to bring an application to make that collection, but being a symmetrical ESM, that would be appropriate.

MR. GLUCK:  Okay, thank you.  And going to part A of that response, which is your 2015 to 2017 ESM results, and in every year there is no amount to be shared as the threshold has not been met.

Staff provided to you another spreadsheet in advance of the technical conference, the one on the smaller piece of paper, and maybe we can give this an exhibit and call it the non-CRR in rates calculation.

MR. MILLAR:  It's KTC4.2.
EXHIBIT NO. KTC4.2:  DOCUMENT ENTITLED NON-CRR IN RATES CALCULATION


MR. GLUCK:  So Staff undertook a slightly different calculation, just trying to use the numbers that you have provided in different areas of your evidence.  And so maybe first I can confirm that the amounts that are referenced from places in your evidence have been transposed correctly.  So that would be lines 2, 3 and 5.

MR. SEAL:  Again, on our review, we did not see any errors in that transposition.

MR. GLUCK:  Thank you.  And what this calculation basically does is it looks at the total amount of revenue requirement that was provided by rates, which is line 2.  And then it nets out the capital related revenue requirement in rates that is shown as part of your CRRRVA calculation and Staff believes that the amount you are using for CRR in rates for the purposes of the CRRRVA calculation is correct, as all it is the approved amount minus the stretch factor.

So what we are seeing is that the remainder between the total revenue requirement provided by rates and the capital-related revenue requirement amount in rates that you have used for the CRRRVA calculation.  The remainder is line 4, and that number is different than the amount you are using for the non-CRR in rates for the ESM calculation.

And my question to you is why is that and do you agree that -- or do you believe that the proxy approach, which I think is what's happening in the ESM calculation, is correct?

MR. SEAL:  And by proxy approach you mean the one you have calculated?

MR. GLUCK:  No, the -- sorry.  The proxy approach I am describing is just multiplying I minus X by the previous year's non-CRR, and this is a remainder approach, what's in this table.  I am just asking which approach you think is appropriate.

MR. SEAL:  Clearly we think our approach is the appropriate approach.

MR. GLUCK:  Okay.

MR. SEAL:  But with respect to this particular table, I think we did understand maybe a little bit more about what was in this table.  So one area I think it is deficient with respect to line 2, the total revenue requirement provided in rates, so that number is taken from that Exhibit 1B-Staff-23, was applying the CPCI formula directly to the 2020 revenue requirement.  So the CPCI formula has a component for growth embedded in the CPCI, so it takes off an amount that is equivalent to the revenue that we would be receiving from growth in customers or loads over the period.

So to that extent, the revenue that's shown in that line does not capture that revenue that we would be receiving from the growth in customers, so it's understated from that basis.

MR. GLUCK:  Okay.  So you are saying by using the proxy approach you use or the -- multiplying the non-CRR by I minus X, you are normalizing for the growth factor because you are going to have revenues that are not reflected in the revenue requirement line -- the revenue requirement provided by rates line?

MR. SEAL:  I think what we are saying is the calculation of the non-capital-related revenue requirement for ESM purposes, the way we do it is the appropriate way to do it.

MR. GLUCK:  Okay, thank you.

Mr. Rozic has some questions on earnings sharing as well.
Examination by Mr. Rozic:


MR. ROZIC:  Thanks, Lawrie.  Good morning.  My question pertains to Staff 25 as well, but part G.  In particular, Staff had asked you to -- or provided you with a description of an alternate methodology to calculate earnings sharing, to which you responded by saying there wasn't enough information to do the calculation.  So I'd like to clarify what we were asking in that IR.

Essentially Staff wants you to prepare an earnings sharing calculation for the specified period using a more traditional approach, one that compares your approved ROE with what you actually achieved for the particular year.

So I think essentially you already do that calculation on an annual basis through your RRR filings.  I believe it's 2.1.5.6 is the one that you would actually submit to the Board.

So we are proposing that you use that as your starting point and then you layer on any adjustments that you deem are necessary because for whatever reason they are not picked up in your -- in your 2.1.5.6, and for any adjustments that you do propose we would like you to itemize them, and we would like you to provide a description for each adjustment clarifying what the adjustment's for and why it would be necessary in the context of this earnings sharing calculation.

MR. STERNBERG:  Give us a moment, please.

We will undertake to further consider to what extent the requested calculation can be done and is probative, and assuming it's doable and probative we will do it.  And if we take the position it can't reasonably be done or isn't probative we will advise you.

MR. MILLAR:  JTC4.3.
UNDERTAKING NO. JTC4.3:  WITH REFERENCE TO 1B-STAFF-25, PART G, BOARD STAFF'S REQUEST TO RECALCULATE THE EARNINGS SHARING MECHANISM COMPARING ROE TO ACTUAL ACHIEVED, THESL TO FURTHER CONSIDER PROBITY AND PROVIDE A RESPONSE; IF DEEMED NOT PROBITIVE, TO ADVISE WHY NOT.

MR. ROZIC:  Can you also as part of that undertaking, as part of your response, if you have any concerns or if you believe that such an approach is not applicable to your circumstances for whatever reason or would not apply for this particular custom IR application, the justification as to why, would you be able to provide that as well?

MR. STERNBERG:  Yes, we will do that.
Continued Examination by Mr. Gluck:

MR. GLUCK:  If we go to 2A Staff 55, please.  This is with respect to part B of that response.  In that response Toronto Hydro provides the calculation for allowance for funds during construction.  And the AFUDC percentage used is 4.2 percent, and Staff understands that that is Toronto Hydro Corporation's borrowing costs, and we would like to know why you wouldn't use the regulated entity's weighted average cost of borrowing in that calculation?

MS. COBAN:  Mr. Gluck, this IR was mapped to panel 1, so I am not sure that the witnesses here can speak to it.  Perhaps we can do that by way of undertaking.

MR. GLUCK:  Okay, that would be great.

MR. MILLAR:  JTC4.4.
UNDERTAKING NO. JTC4.4:  WITH REFERENCE TO 2A-STAFF-55, PART B, TO ADVISE WHY YOU WOULDN'T USE THE REGULATED ENTITY'S WEIGHTED AVERAGE COST OF BORROWING IN THE CALCULATION.

MR. GLUCK:  Next I'd like to talk about 2B-Staff-65, part A.  In this response Toronto Hydro states that it is not seeking approval of its specific custom measures, the definitions or targets for those measures.  Can you please explain this response?

MR. HIGGINS:  Perhaps I can just clarify.  We are seeking -- what we are seeking approval for is the inclusion of those custom measures along with the existing measures on the EDS scorecard as a custom element of the application.  Is there something specific you are looking for?

MR. GLUCK:  Yes, I am just not understanding the "however" part.  Is the Board approving each of the custom measures that you are proposing or you are saying it's either all or nothing or -- I am not understanding the "however" aspect of that sentence.

MR. HIGGINS:  So the -- so we are seeking for the measures to be approved to be included on the scorecard.  I think the second part of that sentence is simply clarifying what -- that we have not sought approvals beyond that for the measures.  I am not sure if that clarifies.

MR. GLUCK:  Is the Board going to approve your custom measures?  Is the Board going -- are you asking them to do that, each measure -- you have, I don't remember the exact number, but a lot, and are you asking the Board to approve those measures?

MR. HIGGINS:  So we are asking the Board to -- I don't know if it's just semantics, but the -- these measures, you know, were selected obviously because they are an important expression of the objectives of the plan, and I think our view is that by requesting that they be included on the scorecard with the baseline targets, you know, and elevated to the same level as the existing -- the Board's existing scorecard reporting framework, that that is -- that is ultimately what's necessary in terms of including these as part of our plan.  We didn't go beyond that in terms of approvals, just because we didn't feel it was necessary to seek any other specific approvals.

MR. GLUCK:  Okay.  I think I understand, thank you. Can we go to 2B-VECC-11, please?  In this response, Toronto Hydro explains the reasons why it has not applied numeric performance targets to its custom performance measures.  For the measures where the target is described as maintain or improve, can you please explain how the OEB is going to know whether Toronto Hydro has actually achieved its goals, if there's no baseline numeric target set out in the scorecard?

MR. HIGGINS:  I believe there was an undertaking, JTC2.9, that panel 1 took where we were going to take that back and actually more specifically consolidate what those baselines are.  Would that be responsive?

MR. GLUCK:  I think that would be responsive.  But is -- I think part of that response, if you want to put it in the same undertaking or if you agree at all, would be to tell us whether you are going to use numeric targets for the two categories of performance metrics that are improve or maintain currently.

MR. HIGGINS:  Yeah, I think we can use that opportunity to clarify the nature of the targets, and how they will be reported on, yes.

MR. GLUCK:  Okay, that's great, thank you.

MR. MILLAR:  So that is an undertaking?

MR. HIGGINS:  Yes, sorry, do we just want to fold that into JTC2.9?
UNDERTAKING NO. JTC2.9 (SUPPLEMENTAL):  TO ADVISE WHETHER THESL WILL USE NUMERIC TARGES FOR THE TWO CATEGORIES OF PERFORMANCE METRICS, THAT ARE IMPROVE OR MAINTAIN QUARTERLY


MR. MILLAR:  Sure.

MR. GLUCK:  That's fine. Can we go to 1B-CCC-14, please?  At page 2 of the response, Toronto Hydro provides a number of cost saving and productivity initiatives that it's going to undertake during 2020 -- during the 2020 to 2024 period.  And it notes that it is unable to quantify estimates of cost savings from these planned activities.

Can you explain why the Board wouldn't expect you to quantify the cost savings from these activities include those cost savings directly as an offset to the revenue requirement over this custom IR period?

MR. HIGGINS:  So I think -- so again, as we have noted in that response, we are not able to put a specific number to the expected productivity flowing from these areas.  These are sort of broad initiatives that are either ongoing, continuing, or areas where we feel there may be opportunities to explore further productivity improvements in the next period.

In terms of the -- I guess how that fits in with the overall framework, I believe it was in the same response, if you go back to page 1, I think where we articulated our position on the framework and productivity and, you know, so I will just in the first line there, if I can just summarize, we are proposing an incentive-based framework that encourages the utility to continuously seek efficiencies.  That is through -- that is through obviously the application of the productivity and stretch factor.

And so to a certain extent, I think that formula and that framework sort of acknowledges the fact, to a certain extent, that this is a five-year forecast and generally forecasting productivity from initiatives that are not, you know, specifically defined projects at this time, it's just not feasible.

MR. GLUCK:  Okay.  Thank you.  On the same topic, can Toronto Hydro report annually on the actual savings resulting from these planned initiatives throughout the IR term?  Would that be something that Toronto Hydro could do?

MS. COBAN:  Sorry, I am just going to interject before the witness answers that.

So I think generally for the technical conference questions that ask us to consider or evaluate our proposal poses a bit of a challenge for the witnesses, because they are kind of just having to react to that for the first time here on the stand.

So, you know, we are happy to set out our position on questions like that, but I think it's most helpful to do it by way of undertaking so we have an opportunity to consider.

MR. GLUCK:  Okay, that's fine.  I think that's an undertaking.

MR. MILLAR:  So that is an undertaking, Ms. Coban?  You are prepared to give an undertaking for that?  Okay.  So that's JTC-- I'm sorry, are we at 4.5 now or 4.4?  Okay, we are at 4.5, thank you.
UNDERTAKING NO. JTC4.5:  WITH REFRENCE TO 1B-CCC-14, PAGE 2, COST SAVING AND PRODUCTIVITY INTIATIVES TO BE UNDERTAKEN IN 2020, TO ADVISE WHETHER TORONTO HYDRO CAN REPORT ANNUALLY ON THE ACTUAL SAVINGS RESULTING FROM THESE PLANNED INITIATIVES


MR. GLUCK:  If I could take you to 7-Staff-144, please?  In response to part D of that question, an error with respect to the weighting factors is noted.  And all we want to confirm is that the intent of Toronto Hydro is to update the weighting factors and all the schedules that are impacted by that at the time of the April 30th update.

MR. SEAL:  Yes, that is our intention.

MR. GLUCK:  Okay, thank you.  Can I go to 8-Staff-149, please?  In Appendix A to that response, Toronto Hydro provided the subtotal A amounts for the 2010 to 2024 period.

And what Staff would like added to that appendix is the year-over-year subtotal A changes on a dollar and percentage basis, and also the subtotal A changes over each five-year period that is captured between 2010 and 2024.

Is that something that Toronto Hydro could do by way of undertaking?

MS. COBAN:  I think Mr. Seal is hesitating a little bit, so maybe we will take it under advisement and give you an answer after the break.

MR. SEAL:  My hesitation was that we can certainly do those calculations.  The numbers are there for you to be able to do those calculations, but we will update this table to show that.

MR. GLUCK:  Thank you.

MR. MILLAR:  JTC4.6.
UNDERTAKING NO. JTC4.6:  WITH REFERENCE TO 8-Staff-149, APPENDIX A, SUBTOTAL A AMOUNTS FOR 2010-2024, TO ADD YEAR-OVER-YEAR SUBTOTAL A CHANGES ON A DOLLAR AND PERCENTAGE BASIS, AND ALSO THE SUBTOTAL A CHANGES OVER EACH FIVE-YEAR PERIOD THAT IS CAPTURED BETWEEN 2010 AND 2024.


MR. GLUCK:  Next is 9-Staff-150, please.  In part C to this response, Toronto Hydro notes that it will record all actual transactions in the relevant deferral accounts for 2019 to true-up between the approved 2019 amounts and the actual 2019 balances in the accounts.

Can you confirm that for the capital related accounts, which are the CRRRVA derecognition and externally initiated capital, that the residual will be recorded in the existing accounts and disposed to rate payers in the 2021 rates update?

MS. CHAN:  Yes, that is correct.

MR. GLUCK:  Thank you.  For all of the other accounts that have a 2019 forecast, with the exception of the monthly billing account, will that 2019 true-up be disposed of as part of the 2025 rates proceeding when the group 2 account balances are next brought forward to the OEB for disposition?

MR. SEAL:  I think that to the extent that any of the balances in these accounts might be material, we would bring them forward for clearance prior to the next rebasing application, as we would normally do during the CIR term when we are looking at these accounts.

MR. GLUCK:  Okay, thank you.  And the last question on that topic is for the monthly billing account, which I understand that Toronto Hydro intends to close.  How would the 2019 residual or -- not residual, 2019 true-up between forecast and actual be handled?

MR. SEAL:  So I think in that same manner we will -- once we determine those values, we will determine when it would be appropriate to clear those amounts.

MR. GLUCK:  And it will be done in another account, or is that account intended to stay open for -- I just thought that account was -- my question was just I thought the account was closing.  If it's not --


MR. SEAL:  The closing of the account I think generally means that we will not be putting any more values into the account once it's closed, but we will be disposing of whatever variance balances would be at the end.

MR. GLUCK:  Okay.  And just one last question on 150.  There's a table provided there in table 1.  Is it possible for you to -- just to summarize your evidence, because there are answers throughout about which accounts you plan to keep open and which you plan to close.  If you could just add one more column to that table to summarize which accounts are staying open and which ones are closing.

MS. COBAN:  Sure, we can do that by undertaking.

MR. MILLAR:  JTC4.7.
UNDERTAKING NO. JTC4.7:  WITH REFERENCE TO 9-STAFF-150, TABLE 1, TO ADD A COLUMN TO SUMMARIZE WHICH ACCOUNTS ARE STAYING OPEN AND WHICH ONES ARE CLOSING.

MR. GLUCK:  Thank you.  In part A to both 9-Staff-155 and 9-Staff-156, we asked why the derecognition variance account and the externally initiated capital variance account need to continue, given that the CRRRVA seems to capture the same amounts.

Can you further explain why those accounts would need to remain -- why you would need both of those accounts, given that the CRRRVA captures the same variances?

MS. CHAN:  So as noted in our response to part A, as you had mentioned for Staff 155 and 156, Toronto Hydro has noted that the, I guess intents and purposes of the nature of the accounts that have been established for these three capital variance accounts are very different.  So with respect to the externally driven capital variance account, we've noted here in the response that the establishment of the account was due to the recognition of the volatile and difficult-to-predict nature of the investments with respect to the large and third-party managed infrastructure projects.  Essentially Toronto Hydro has very little control over the timing, execution, and management of these projects.

With respect to the derecognition account, Toronto Hydro has also noted in the second paragraph to our response to part A that Toronto Hydro continues to expect volatility around derecognition due to our limited experience of derecognition, and as well the dynamic nature of the capital program and operating environment would make it difficult to forecast derecognition amounts.

And in that same response, speaking to the nature of the CRRRVA account, we have noted that the purpose of establishing this is the possibility that Toronto Hydro may not bring its entire capital program into service during the CIR period.

And just looking at the nature of those three, we believe there's a reason to keep them separated.  In addition to that, the CRRRVA is a very operationally driven account versus your derecognition is a very kind of finance and accounting-related account as well.

Further to that, keeping the three accounts separate will also provide the transparency and visibility to the drivers of the variances within these accounts,
so that's --


MR. GLUCK:  So it's to account for them separately so you can see what is driving the variances, but you do agree that the CRRRVA captures the same variances that would be captured in both of those accounts financially.

MS. CHAN:  Yes, the CRRRVA could capture the similar variances.

MR. GLUCK:  Okay, thank you.  Could we go to
9-Staff-157, please.  So in that response Toronto Hydro explains that monthly billing -- the monthly billing deferral account records the incremental costs that Toronto Hydro incurred as a result of the switch to monthly billing.

Staff would like to confirm -- be able to confirm that the amounts recorded in the accounts are actually incremental.  So we would like to see the amount of operational billing costs that were built into rates for the 2015 to 2019 period, please, and to do that we were hoping you could provide an updated table 9, which is at Exhibit 9, tab 1, Schedule 1, page 24 that shows the amount of operational billing costs included in rates for each year, 2016 to 2019.

MS. CHAN:  Sorry, just to clarify, you are asking for an update to the 2018 column for table 9?

MR. GLUCK:  No, I am asking for the amount built into rates, the approved amount for 2016 to 2019, and then I would like to compare that to the actual amounts that were incurred with respect to monthly billing so we could confirm that the amounts you have recorded in the account are incremental to the amount in rates.

MR. SEAL:  We are not sure we can do that, mainly because the costs -- the operational costs underlying rates were all based on the I minus X part of our CPCI formula, so there is no underlying direct cost of that particular program directly in rates.  So we don't think it's comparable from that basis.

What we have shown you in the evidence are the incremental costs, clearly the incremental costs that were driven by the monthly billing, things like the extra postage, the extra mailing costs that are clearly incremental.  That's what we have are tried to demonstrate.

MR. GLUCK:  It might be helpful to me -- maybe you do have the 2015 approved amounts for that before the application of IRM, the I minus X.  Do you have a 2015 amount that I could compare to?

MR. SEAL:  Again, my interpretation of the Board decision is that they did not approve a specific program or cost of an area, but rather the OM&A as a bucket.  So I don't think there's an approved amount for that starting point.

MR. GLUCK:  Maybe you have a 2015 actual amount that was before the transition to monthly billing?

MS. COBAN:  If you can just help me understand the comparison that Staff is looking to make by adding this information into the table, because I think Mr. Seal's explained that what you have here in this table are the costs that we have identified as being incremental to anything that we did previous to the monthly billing initiative.

MR. GLUCK:  What I would like to do with the information is try and, you know, confirm if the incremental number is reasonable.  And how I could do that is to know how much you were spending on billing before the switch to monthly.  So to me, the number -- if before you were spending, let's say, I don't know, 4 million bucks and now you are spending 8.9, that makes sense to me.  But if before you were spending 2 and now you are spending 6-point -- all together it would be something like 6.9, I don't know that that would make sense.  So I am just trying to see what you were spending before versus what you are spending now to see whether this incremental number that you have calculated which seems to be directly by looking at your postage and all that is reasonable relative to what you previously spent on this same category of expenses.

MS. COBAN:  I understand.  Just give me a moment.

So the witness on panel 2, Ms. Page, was our customer care expert who spoke to the various elements of monthly billing.  This panel here was really just meant to deal with the accounting treatment.  So I guess before we could consider that undertaking, I would have to the take it under advisement and consult with the relevant witness as to whether that's something that can be done.

MR. MILLAR:  How would you like to deal with this, Ms. Coban?  Do you want us to mark something, or can you come back?

MR. GARNER:  Can I just interject?  Look, I understand what Board Staff is trying to do, and it seems to me quite reasonable.

What they are trying say is -- and you can use 2015.  What were your billing costs in 2015, so I can compare them to what they are now.

The Board gave you an account.  It also didn't say, though, that you shouldn't strive to reduce your costs in order to reduce those incremental costs.  They didn't say, hey, whatever is incremental you can get; they said, hey, you have a billing cost and it might be exceeded because of the need to bill monthly.

So you have an obligation also, it seems to me, to have tried to minimize those costs.  Board Staff is simply trying to exercise an ability to see if that was done.

The easiest way they are saying to do it is, well, you know, give me your forecast from your last rate case, which you did have.  Whether the Board approved it or not is immaterial.  Or you could use your actuals, or you could do both.  That seems to be simple information to get and put on the record.

I think, you know, there seems to be gaming and taking a lot of time for a very simple request.

MR. MILLAR:  Ms. Coban, what can you offer us?

MS. COBAN:  Like I said, I think we will have to take it under advisement and get back to you after the break so that we can speak to the relevant person in the company who is responsible for this area, who testified yesterday.

MS. GIRVAN:  Can I just interject?  I think what would be useful -- and I think this is what Mr. Gluck is
saying -- is you take these categories of expenses and you plug in your 2015 actuals.

MR. MILLAR:  We will let Ms. Coban report to us after the break, and it is in fact time for the break.  So let's come back in twenty minutes at 11:20.
--- Recess taken at 11:01 a.m.
--- On resuming at 11:20 a.m.

MR. MILLAR:  Okay.  Let's resume, everyone.  Mr. Rozic, are you ready to go?

MR. ROZIC:  I am.

MS. COBAN:  Sorry, Mr. Millar, before we start --


MR. MILLAR:  Yes.

MS. COBAN:  -- if we can just address the matter --


MR. MILLAR:  Yes, of course, thank you.

MS. COBAN:  -- before the break.  So before the break we were being asked --


MS. GIRVAN:  Daliana, can you really speak into the mic?  It's -- I don't know what it is, but it's very hard to hear you.

MS. COBAN:  Is that better?

MS. GIRVAN:  Just speak loudly, please.

MS. COBAN:  I am not a naturally loud speaker, so I will do my best.

Before the break we were just contemplating an undertaking request by Board Staff with respect to monthly billing, and our inability to answer that request was due to the fact that we didn't have the right witness up here who is responsible for that information.

I guess I just want to, before offering our response on that, is just address Mr. Garner's comment that was made before the break with respect to some characterization of our ability to answer this request.

I don't want to leave you with the impression that we were trying to be unhelpful or trying to avoid or game anything.  That kind of characterization is very concerning to us, so I hope we are not leaving you with that impression.  We were simply just trying to get instructions from the correct person in the company.  We have done that now over the break, and we can provide you the information that you are looking for, Mr. Gluck.

MR. GLUCK:  Thank you.

MR. MILLAR:  That's JTC4.8.
UNDERTAKING NO. JTC4.8:  TO PROVIDE AN UPDATED TABLE 9, WHICH IS AT EXHIBIT 9, TAB 1, SCHEDULE 1, PAGE 24 THAT SHOWS THE AMOUNT OF OPERATIONAL BILLING COSTS INCLUDED IN RATES FOR EACH YEAR, 2016 TO 2019; TO CONFIRM WHETHER THE AMOUNTS RECORDED IN THE ACCOUNT ARE INCREMENTAL TO THE AMOUNT IN RATES.


MR. STERNBERG:  If I may, there's just one other point.  Ms. Chan on the break indicated that there is one other point that she intended to add to her response to Mr. Gluck's question about why the CRRRVA externally driven capital and derecognition accounts should continue to be separate accounts, and perhaps she might add that additional point now.

MR. MILLAR:  Please go ahead.

MS. CHAN:  Thank you.  So a key point that I wish to add to our response around that question, Mr. Gluck, pertains to kind of elaborating on the points and the difference in the nature of the costs and the accounts in terms of why they were established and speaking to the externally driven account and the derecognition account where Toronto Hydro doesn't have -- I guess has less control over what's going into the accounts versus the CRRRVA, which is more around the operational side of things.

I also wanted to speak to the fact that the setup of the accounts due to those difference in nature, one, the CRRRVA being asymmetrical, and the other two being symmetrical, is one of -- also one of the reasons why we request to keep these accounts separate.

MR. GLUCK:  Okay, thank you.

MR. MILLAR:  Mr. Rozic.

MR. ROZIC:  Thank you.  I'd like to look at Staff IR 4A-Staff-124 and, in particular, the response provided to question A and table 1 of that response.  Okay.  So essentially for this table we wanted the comparison to show your gross pension costs on an accrual basis versus your cash requirements.  So when I say "gross" it's capital and operating combined, the number that flows from your actuarial evaluation, essentially, or the accrual number.  We want that comparison done and nothing else in this -- in that table, nothing -- you know, you have that capex split at the bottom, none of that, just gross accrual versus cash over that ten-year period; is that possible?

MS. CHAN:  Just to clarify, are you looking at the calculation to just include the first five lines of that table?

MR. ROZIC:  No, because --


MS. CHAN:  Table 1?

MR. ROZIC:  Sorry, the first two lines of that -- sorry, the first two lines of that table, that would be what you have expensed, not including what you have capitalized; correct?  I am looking for total package.

MS. CHAN:  So the forecasted OPEB costs would include our accrued OPEB costs.

MR. ROZIC:  Yeah, but it's for OM&A only; correct?

MS. CHAN:  Yes.  And then the second portion, which is the estimated capital portion, includes the --


MR. ROZIC:  The depreciation.  But I want the gross for the year, you know, you split, you expense a piece, and then you capitalize a piece to rate base.  I want that combo in one line, total pension costs for the particular year.  You don't have to split it for me between capital and operating.  I just want to see the total actuarial evaluation cost for that particular year, not how you account for it, the total accrual cost.  Does that make sense?  So for example, your actuarial evaluation shows you a service cost component for the year of $15 million.  You would take that and you would split it between capital and operating.  I want the $15 million in that -- I don't want -- you don't have to show me the amortization.  I just want to see the gross cost, and compare that to what your cash requirements are for that same year.  I realize you're going to have to project, you know -- will your '18 valuation be in, or has it been done yet?

MS. CHAN:  Umm, we are in the midst of that process right now.

MR. ROZIC:  Okay.  So it may not necessarily be picked up in this table when you prepare it.

MS. CHAN:  I guess before we discuss what can be provided, I just want to clarify a point.  If you can turn to our response to 9-Staff-159.

MR. ROZIC:  Okay.

MS. CHAN:  In part E to our response -- it's a little bit lengthy, but in short --


MR. ROZIC:  Can I interrupt you for one quick second?

MS. CHAN:  Sure.

MR. ROZIC:  I actually have a bunch of questions on part E that I am going to get to --


MS. CHAN:  Okay.

MR. ROZIC:  -- later on, so maybe we can discuss that portion there so that -- for the sake of time.

MS. CHAN:  Sure.

MS. COBAN:  I just want to give the witness an opportunity, though, to address your question if it is answered here.

MR. ROZIC:  That's fine.

MS. CHAN:  Sure.  This will answer some questions potentially around the methodology used that you noted in Staff 124, as well as the evidence provided in the prefiled evidence.

In the course of the 2015 to '19 proceeding and the ultimate decision that came out of that proceeding, it was approved and agreed upon that the calculation Toronto Hydro would be calculating as part of the accrual -- OPEB accrual versus cash account would be omitting that capital portion of the calculation.

So the intent was to provide just the, I guess, OM&A portion of that accrual minus the actual cash payments.

MR. ROZIC:  Understood.  It has nothing to do with what you have put into that cash versus accrual account.  This is more just to get an idea of your delta between accrual accounting and cash in a given year.  Not what gets put into rates, just the gross costs calculated for accounting purposes versus your actual cash outlay in a given year.  So is it has nothing to do the accumulation in the amount in the cash versus accrual account.  I will get to that later in my questioning.  But for the purposes of adopting the accrual method going forward, we would just like to see what that delta would look like over the next ten years.  So essentially --


MS. COBAN:  Sorry, we will take the undertaking.  If we can provide you the information we will provide it.  If we cannot provide it we will explain why that is the case.

MR. ROZIC:  Well, I think for the first three years at least it's going to come right out of your actuarial evaluation, so beyond that how you project, it, yeah --


MR. MILLAR:  Let's mark the undertaking.  JTC4.9.
UNDERTAKING NO. JTC4.9:  TO PROVIDE A TEN-YEAR FORECAST THAT COMPARES THE GROSS OPEB ACCRUAL COST AGAINST THE OPEB CASH PAYMENTS FOR THE SAME PERIOD. THE GROSS OPEB ACCRUAL COST REPRESENTS THE TOTAL ANNUAL COST OF OPEBs AS PRESENTED IN THE ACTUARIAL VALUATION. AS A REFERENCE, THE TOTAL GROSS OPEB ACCURAL COST FOR 2017 WOULD BE 18 MILLION AS PRESENTED IN TABLE 8 OF EXHIBIT 4A, TAB 4, SCHEDULE 4 PG 16. THE TABLE SHOULD ONLY PRESENT THE GROSS OPEB ACCRUAL AMOUNT FOR EACH YEAR, THE CASH PAYMENTS IN RESPECT TO OPEBs FOR EACH YEAR, AND THE DIFFERENTIAL BETWEEN THE TWO.

MR. ROZIC:  Okay, the next Staff IR I would like to explore here is 9-Staff-152, and it's in relation to the gain and loss DBA account that's been accumulating, in particular, the response to K.  So essentially, Staff asked if any other methodologies were explored with respect to the disposition of this account, and I think the response was it's just going to be treated like any other DVA account.

My first question is this:  Under IFRS, is there any limitations on the regulatory asset such as this one that requires you to start recovering the asset within a specified period of time after recognizing the costs, otherwise, you know, potentially the asset could be written off.  Is there anything like that under IFRS?

The reason I am asking -- I will give you context -- is because under U.S. GAAP, there is a stipulation for OPEB- regulated assets that say you need to start recovering it within five years of incurring the costs, or it could potentially be written off for financial reporting purposes.

So I just want to understand if there's any parallel there with IFRS, or if there's anything like that that would necessitate immediate recovery.

MS. CHAN:  Subject to check, I am not aware of any such stipulation.  That being said, as these balances are also audited, there is a kind of a regular question and upon the auditors review, they look at these balances as well and ask those questions and make those considerations during the time of the audit.

MR. ROZIC:  So when you say they ask the questions, they determine whether the amount is still recoverable or whether it still has a future benefit, and hence still an asset?  Is that what we are saying?

MS. CHAN:  Yes.

MR. ROZIC:  Okay.  But you will actually still confirm whether anything -- you indicated it would be subject to check, so you will report back on that in terms of whether there is any type of restriction under IFRS?

MS. CHAN:  Yes.

MR. ROZIC:  Okay, thank you.  Okay, so continuing on, this account in particular, you had the same account under U.S. GAAP as well, correct?

MS. CHAN:  That is correct.

MR. ROZIC:  And it was accumulating actuarial gains and losses that were recognized to OCI essentially, correct?

MS. CHAN:  Yes.

MR. ROZIC:  Under U.S. GAAP?

MS. CHAN:  Yes.  At the time when we were reporting under U.S. GAAP, that is correct.

MR. ROZIC:  Okay.  But the difference is, I guess, under U.S. GAAP, you were actually recovering a portion of that account on an annual basis, correct?

MS. CHAN:  Yes.  Under U.S. GAAP, there was a mechanism where a certain part of that gain or loss could be amortized through the P&L.

MR. ROZIC:  So essentially -- and do you remember the type of approach you used?  I think there's a couple options under U.S. GAAP.  There was the corridor approach and I think there's the other one that would -- I think you just amortize it over the average remaining service life of the employee group.  Do you recall which methodology was used?

MS. CHAN:  Again subject to check, but I believe the corridor approach was used.

MR. ROZIC:  The corridor approach, okay.  And that allowed you to recover a piece of that balance on an annual basis in your rates essentially, correct?  It was recognized as an expense -- or it was picked up in the overall revenue requirement, is that correct?  The amortization, I mean.

MS. CHAN:  Yes.

MR. ROZIC:  For regulatory purposes, is there anything that you can think of that would prevent the OEB from using the same approach on this account for regulatory purposes?

So if the OEB were to say, you know what, let's apply the corridor approach to this account moving forward and a portion of it gets amortized like it used to, and you will recover that portion in rates, do you foresee any issues with that?  Would that impact your financial reporting negatively in some way?

MS. COBAN:  Again, similar to the question that was put to Mr. Seal earlier around alternative ways of presenting information, I think it's difficult for the witnesses to take all that in and give you a comment right here on the stand.

So I'd suggest that we do that by way of undertaking.

MR. ROZIC:  Okay, that's fine.  But as part of that undertaking, I have a couple of other asks that probably we should just combine together.

If we were to look at the corridor approach, can you give me a table that would show how the annual expense would look over the custom IR term, how much of that would get amortized annually based on what's in the balance that you are bringing forward?

So I actually want that table done in two ways, I want it using the corridor approach and I also want it just amortizing over the average remaining service life of the employee group.

MS. CHAN:  Again subject to check, but from my recollection of the valuation that we have been receiving from our actuarial experts under IFRS, we don't have the -- I guess what was referred to under U.S. GAAP as the employees remaining service life.  Is that what you are referring to in terms of OPEB?

MR. ROZIC:  The average remaining service life of the employee group?  I think it would be part of your actuarial evaluations, though.

MS. CHAN:  Under IFRS, we didn't get that information in our report.

MR. ROZIC:  Okay.  I don't even know.  Is it something your actuary could give you, if you asked for it without any incremental costs?  I can't see it being -- I am not sure.

You know what?  For now just show me the calculation under the corridor approach, and I will look into the other side of it.

MS. COBAN:  That's fine.

MR. MILLAR:  That's JTC4.10.
UNDERTAKING NO. JTC4.10:  TO APPLY THE CORRIDOR APPROACH TO THE BALANCE IN THE IMPACT FOR U.S. GAAP DEFERRAL ACCOUNT. PROVIDE A TABLE THAT SHOWS WHAT THE ANNUAL AMORTIZATION WOULD BE FOR EACH YEAR OF THE CUSTOM IR TERM IF THE CORRIDOR APPROACH WAS BEING APPLIED TO THE ACCOUNT BALANCE. CONFIRM WITH THE ACTUARY IF THE AVERAGE REMAINING SERVICE LIFE OF THE EMPLOYEE GORUP CAN BE PROVIDED. IF SO, PROVIDE A SECOND TABLE THAT SHOWS WHAT THE ANNUAL AMORTIZATION RELATED TO THE ACCOUNT BLANCE WOULD BE OVER THE CUSTOM IR TERM IF THE ACCOUNT BALANCE WAS TO BE AMORTIZED OVER THE AVG REMAINING SERVICE LIFE.

MR. ROZIC:  Okay, staying on 9-Staff-152, in D, the response to D, in particular table 3.  So I was just -- I went through the table, and this is essentially the table you provided that shows the accumulation of what's in the account.

So I was trying to tie out some numbers.  When I look at the 2017 number, the 25093, and I compare it to the actuarial valuation that you gave me, you actually picked up the consolidated number not the Toronto Hydro Limited portion.

So it's not a big difference, but I don't know if that was done every year.  So I was wondering if someone can double-check to make sure that the numbers presented in the table are Toronto Hydro Limited specific and not consolidated.

I am assuming it should be only Toronto -- the Toronto Hydro portion of it, correct?

MS. CHAN:  We can double-check.

MR. ROZIC:  Thank you.

MR. MILLAR:  We will mark that as JTC4.11.
UNDERTAKING NO. JTC4.11:  WITH REFERENCE TO 9-STAFF-152, PART D, TO CONFIRM WHETHER THE 2017 NUMBER IS TORONTO HYDRO LIMITED-SPECIFIC AND NOT CONSOLIDATED

MS. CHAN:  Actually, I believe that is the consolidated amount.

MR. ROZIC:  The consolidated amount.  Should it be?  It shouldn't, correct?

MS. CHAN:  That it's been taken.  That has been taken.

MR. ROZIC:  No, and I am saying it shouldn't be the consolidated amount.  I noticed it was.  Shouldn't it just be the Toronto Hydro piece?  Like I said, the delta is not huge, but I don't know if that same thing was done every year and that is why I am asking someone to check to make sure that it's only the Toronto Hydro piece that's being picked up.  Or am I wrong, it shouldn't just be the Toronto Hydro piece, it should be everything?

MS. COBAN:  Why don't we clarify in the undertaking if the approach we have taken -- why we have taken that approach, the rationale for it.

MR. ROZIC:  Makes sense, yeah.  Okay, let's move on to 9-Staff-159.  This is the cash versus accrual DVA account.  I think the best way would be actually to bring up table 15 from Exhibit 9, tab 1, schedule 1, page 34.  And this is essentially -- this is the calculation of how the balances in the account are derived; correct?

MS. CHAN:  Correct.

MR. ROZIC:  So I had a number of questions on the derivation of the various balances in the account.  So the first line of that table, am I correct to say that that would be the portion of your total OPEB cost that was expensed to OM&A; correct?

MS. CHAN:  Correct.

MR. ROZIC:  Okay.  So you also had another exhibit in your application.  It was Exhibit 4A, tab 4, schedule 4, table 8, and it was a breakdown of your OPEB expense for the same period between capital and operating expense.

Is there any reason why that -- the expense line from that table won't correspond to the expense line in this table?

MS. CHAN:  Yes, so if you refer to our response in Staff 159, and maybe kind of in responding to your previous question when you said your actual expenses, these are the amounts that were forecasted in accordance to the starting point of the calculation in our response to part A in Staff 159.

So we were instructed as per the last decision -- or decision here -- decision in order EB-2014-0116 to calculate that number in a certain manner for the purposes of the cash versus accrual account.  And that's what we have continued to do.

MR. ROZIC:  So you are saying that's a forecasted out -- why wouldn't you use your actual expense?  I don't understand why you would pick up a forecasted number in this account.  Aren't we just trying to compare what you would have collected had you been allowed to use accrual versus what you ended up getting because you are on cash?  So to me the cash number is what went in rates, so wouldn't you compare that to your actual accrual expense for each of those years, and that delta would be what you would be entitled to?

MS. CHAN:  Subject to check, but we are following the instructions of how we are instructed to calculate this cash versus accrual account in the last decision.

MR. ROZIC:  Just, to me, I am confused, because we are just putting hypothetical numbers in here, when we actually know what happened.  I mean, you can -- it's subject to check.  You can check that out.  Like I said, I was just confused as to why we wouldn't use actual numbers.

So if you can actually explain why actual numbers aren't being used and hypothetical numbers are used in the accumulation of this account that would be helpful.

MS. COBAN:  I think the witness has given that answer at least a couple times in terms of explaining that we have done it in a way that was consistent with the Board decision and what was reflected in that decision.  So I am not sure what we can add more to than that, but we will consider it, and if we can give you something else we will.

MR. ROZIC:  Fair enough.  Can we get table 15 back up.  Okay, the second part of this table, can you explain -- like, I am confused by something.  Okay.  At a high level, this account, you are supposed to -- like, as I explained before, it's essentially supposed to be some kind of accrual amount versus a cash amount, and the delta in theory would accumulate in that account.

What's the purpose in that -- in this calculation what's the purpose of the percentage that's being applied to the delta?  To me it doesn't make sense, because the top two lines are your OM&A expense under an accrual -- under accrual accounting.  Then you have your cash amount.  And then you have your delta.  And that delta is in theory what should accumulate in this account, but then you apply this percentage, which, I don't know, it just confuses me.

Can we walk through what that is supposed to do?

MS. CHAN:  If you refer to 9-Staff-59, part E.

MR. ROZIC:  Yeah.

MS. CHAN:  I believe this is what the question is asking.

MR. ROZIC:  Okay.

MS. CHAN:  In our response to part E, which I alluded to briefly earlier, this methodology that was used in table 15 to calculate the cash versus accrual variance, the top portion came from an IR that we received, IR 79 in the last rate application.  In the course of that application, this methodology evolved.  And in our -- in a reply to the submission of the DRO at the time, Toronto Hydro replied to say we -- our methodology will calculate a cash versus accrual difference in the way that we have been requested to calculate it with the exception of two differences.

So one of the differences is that the cash line would be based on actual cash basis versus at the time where it was a forecasted cash basis.  And the second difference was to omit the capital portion of the OPEB costs.  And the evolution of that methodology and at the time and going through that application, in order to remove that capital portion of the calculation without going back and redoing the entire methodology, that split was intended as a high-level removal of that capital portion.

MR. ROZIC:  Okay.  I mean, that makes sense if the capital portion was actually included in your numbers.  But your numbers already exclude the capital portion.

MS. CHAN:  The capital portion is the amount that's indicated in the capital line, line 2.

MR. ROZIC:  That's depreciation, though.  That's an OM&A expense.

MS. CHAN:  So as part of the response to the IR originally in IR 79, that line represented the amounts that would have been collected through rates from a capital perspective, which is why it's delineated as depreciation.

MR. ROZIC:  That's the only way you'd -- okay.  I mean -- so, like, does this -- does this calculation make sense to you, like, as to what it's actually accumulating here?

MS. CHAN:  So at a high level we can -- as I just spoke to that methodology, in response to part E of Staff 159, Toronto Hydro has also provided an alternative approach to this calculation.  During the time in response to part E in the process of the interrogatories, we took the opportunity to take a deeper dive and examination of the methodology that had evolved through the last application and recognized that there were alternative approaches to doing this calculation that was perhaps more direct in the proposed methodology that we had spoken to during the last application.  So that's what is presented in table 1 of part E.

MR. ROZIC:  Going back to your alternative methodology, I was going to get back to -- I was going to discuss that a little bit later, but -- so you reference the OEB's report on pension and OPEBs as the source of being able to all of a sudden propose an alternate methodology for this account; is that correct?  I think you actually state that as noted in the OEB consultation for utilities that capitalize significant portions of OPEB costs that an alternate methodology can be proposed.  Is that what you are basing that on?

MS. CHAN:  No.  The intention of presenting the alternative approach was really in response to our examination of the question posed in part E.

MR. ROZIC:  But then why would you reference the OEB report there?  The point I was trying to make is the OEB's report and the ability to use an alternate methodology doesn't even pertain to this account.  That only pertains to the new tracking account that's established through that report.

So I was kind of like confused by the correlation between that and your request to use an alternate methodology because, to me, you have an accounting order that's been approved by the Board and whatever that order dictates is how this account should be accumulated.

MS. CHAN:  Which is what we have done in our response -- sorry, in calculating the variance account as presented in table 15.

MR. ROZIC:  Agreed.  But I am just wondering why you would even propose a new methodology.

MR. STERNBERG:  I think I am going to interject.  First of all, I think she has answered the question.  Second, it sounds like we may be getting into an area of argument that's appropriate for the hearing.

MR. ROZIC:  I will move on.  That's fine, yeah. So my last question then would be your -- the second line of table 15.  The question we asked was essentially how did you come up with this number, because likely you don't actually track, for example, amortize -- the portion of your total amortization that relates to OPEB costs.  And think you responded that there's some kind of allocation.

For each of the years in this table, can you provide the underlying calculations behind them related to the second line of the table, table 15?

MS. COBAN:  Sure, we will do that by undertaking.

MR. MILLAR:  JTC4.12.  Is that all of your questions, Mr. Rozic?
UNDERTAKING NO. JTC4.12:  TO PROVIDE THE UNDERLYING CALCULATIONS RELATED TO TABLE 15, LINE 2, FOR EACH YEAR


MR. ROZIC:  No, just one more.  In 9-Staff-163, there was a question on the new tracking account and essentially, you don't need an accounting order for it, but you kind of summarize how you plan to compile or track the variance in your exhibit.  I don't have the exact -- I think it's in Exhibit 9, tab 1, schedule 1, page 42.

I think you say that you will be tracking the difference between your OPEB costs related to your OM&A programs versus cash payments, correct?  Sorry, versus actual cash payments.

MS. CHAN:  Yes, that's correct.

MR. ROZIC:  Okay.  Can you define what you mean by your OPEB -- what are the components of your OPEB costs relating to OM&A programs?  What's the definition of that?  You could do it via undertaking, if you need to.

MR. STERNBERG:  We will provide that undertaking.

MR. ROZIC:  Okay, and as part of the undertaking response, I just want to add something further to it.  So when the Board established this account, they set out a methodology on how it should be tracked and it's set out in the Board report.

And then they also did say, however, if someone wants to deviate from this methodology because you capitalized a lot -- so the Board's default methodology was it assumed you expensed everything, so your total pension costs, capital operating, is what the default methodology says should be used for tracking purposes.

But if you capitalized a large component, the onus is on you to propose an alternate methodology.

I just want to confirm.  Are you proposing an alternate methodology here?  So you are proposing to not follow the default methodology and to follow some sort of methodology that factors in your capitalization, et cetera?

MR. MILLAR:  Is that all part of the undertaking?

MR. ROZIC:  That's all part of the undertaking.

MR. STERNBERG:  We will respond to that as part of the undertaking.

MR. MILLAR:  JTC4.13.
UNDERTAKING NO. JTC4.13:  WITH REFERENCE TO 9-STAFF-163, TO CONFIRM WHETHER AN ALTERNATE METHDOLOGY IS BEING PROPOSED


MR. MILLAR:  Those are your questions, Mr. Rozic?

MR. ROZIC:  That's it.  Thank you very much.

MR. MILLAR:  Mr. Ritchie, do you have questions, or was it just the gentleman on the phone?

MR. RITCHIE:  I have one question.

MR. MILLAR:  Okay.  We're trying to keep things peppy, as we're getting near the end of Staff's time.  But please go ahead.
Examination by Mr. Ritchie:


MR. RITCHIE:  No problem.  I am basically just wanting to talk about the load forecasting, and really there's only one IR I want to follow up on -- I guess probably with you, Mr. Seal -- and it would be 3-Staff-104.

MR. SEAL:  I have that.

MR. RITCHIE:  Okay.  And this is really about the concept of the auto-correlation that is exhibited in all of your models.

Now, first as a starting point, when I looked at the regression statistics which are shown in your evidence in Exhibit 3, tab 1, schedule 1, appendix A 2 -- we don't really need to bring it up -- most of your models are based on a historical data series of 186 observations.  And again, your forecast period right now is 84 observations, which is basically seven years, two bridge years and the five-year custom IR period, correct?

MR. SEAL:  That sounds correct.

MR. RITCHIE:  And the forecast period is really about 45 percent of the length of the historical data range.  So you actually are predicting out a fairly long period
from -- you know, relative to the history.  You would agree with that?

MR. SEAL:  I would agree that we are forecasting out to the end of 2024, correct.

MR. RITCHIE:  Yes, and that's, you know, that's as it is, you know, because you've got a custom IR period in that.

So when I was looking at your models and at the regression statistics, and looking at the top of page 2 of this IR response -- actually, I guess the top of page 3.  Sorry, I was just -- and again:
"Furthermore, from a forecasting perspective, the presence of auto-correlation in the model residual values does not indicate any bias in the forecast values."

Now, that's true if the auto correlation is not indicative of missing variables, or other model specification that could be there.  Wouldn't that be correct?

MR. SEAL:  I am maybe a little far removed from my econometrics training to know that specifically or not.  I think in the interrogatory response with respect to this particular item, we have indicated why the Durbin Watson statistics we look at when we do the load forecast, and only one of them.

MR. RITCHIE:  Correct.  But again, you have tried your model, you know, these are your estimates right now.  But, you know, you do see serial correlation in all of the models, you know, per the preamble that I put with the table of the Durbin Watson stats.

But then continuing on that, you say:  
"But only suggests that prediction variances may be larger than otherwise."

And I guess that would be sort of consistent with the idea that with serial correlation the OLS estimates of the coefficients and even of the forecasts are not necessarily the best linear, unbiased estimates, to use the technical, statistical, or econometric term.

MR. SEAL:  I think that would be the technical definition, yes.

MR. RITCHIE:  Okay.  And then in the B part of the interrogatory, you talk about the concern with the auto-regressive model approach in terms of the variances -- or the confidence interval reliability of the predictions sort of getting wider as you -- the further out you forecast.  Correct?

MR. SEAL:  My concern with AR models generally and based on my experience in doing forecasting and forecasting using different types of modelling techniques is that AR models, auto-regressive models, do tend to be more problematic, especially in the longer-term forecast, because they are exactly relying on the forecasted values themselves as an explanatory variable in the forecasting periods.  So my experience has been that they have been problematic from that perspective.

MR. RITCHIE:  But even for your ordinary least squares approach that you have used when you are forecasting values you also have to forecast some of the other explanatory variables.  And again, we don't -- we don't know the future, so you don't have a full accuracy or full certainty of those future values.

MR. SEAL:  I accept that.  They are forecasting of the independent variables.  However, when you have auto-regressive models, typically the emphasis or the coefficient that's placed on the auto-regressive term is quite high and creates a large dependence on that particular variable.  That's why, again, I am generally suspect of AR models, especially for longer-term forecasting.

MR. RITCHIE:  Okay, and also even with the OLS, the coefficients themselves are estimates, and there is a confidence interval.  So I guess what the concern I see you also saying about the AR is almost what we call a -- I call it a trumpet horn, sort of as the further out you go the wider the confidence interval looks?

MR. SEAL:  I would accept that, yes.

MR. RITCHIE:  Why doesn't that also apply in terms of the forecasts that you are doing here?  You don't necessarily know all of the future values for -- you're estimating the future values and you also have the uncertainty of the model coefficients?

MR. SEAL:  And I certainly accept that the confidence interval will grow larger through the forecast period, even in my models.  What I am saying is that my experience with AR models are that they are not -- the predictive value of those models is less in the longer-term type forecasting.

MR. RITCHIE:  Okay, thank you.  That's my questions.

MR. MILLAR:  Thank you, Mr. Ritchie.

Is it Mr. Hovde on the line or Dr. Lowry?

MR. HOVDE:  David Hovde, and I will be asking questions for PEG.

MR. MILLAR:  Go ahead, David.  We're having a little bit of trouble hearing you, so if you can speak either loudly or pick up the phone and don't use speaker, and just as a heads-up, we are very quickly running out of time on this, so do your best to be expeditious.

DR. LOWRY:  [audio dropout] I thought that I was going to ask a question about this average [audio dropout]  useful life.  Were you going to ask those questions?

MR. HOVDE:  If you would like to do that one, Mark, that's fine with me.

MR. MILLAR:  Okay, Mark.  Why don't you go ahead.
Examination by Dr. Lowry:


DR. LOWRY:  Okay, so I will be quite brief.  We just have a question about the assets past useful life, which is discussed in a number of the points in the company's evidence, including Exhibit 2, section E2.2.2.1.  And we are mainly just wanting to know how you compute the averages for that.  There was an interrogatory post -- I believe it's 1B-CCC-12, but that interrogatory actually got into how you compute the mean service life and it didn't pertain to how you compute the average.  So I don't know if you want to -- and perhaps there was just a place in the evidence that we didn't notice where you had a table that showed how that was computed.  If not, it would be nice to have the table and/or a written summary of how you compute the averages.

MR. HIGGINS:  I am not entirely clear.  This may not be a question for this panel, but I just want to clarify what you mean specifically by the averages?  Because there is the mean useful life, which is derived from the Kinectrics report, and it is kind of an average in itself.  Are you speaking more to a calculation that pertains to that pie chart that has its past useful life --


DR. LOWRY:  Yeah.

MR. HIGGINS:  -- metric?

DR. LOWRY:  It's how you came up with that.  I mean, for an individual asset class like, say, poles, I was guessing -- and I could even be wrong about this -- that you say, well, I have got 10,000 poles, and of those 25 percent of those poles are past their mean useful service life, and I am guessing that is how you do that.  But then when you start to combine poles with substations, I didn't understand how you came up with the summary statistic.  And I might add that our main interest in this is possibly using that information in a modelling exercise.

MS. COBAN:  So I think we have given an undertaking in panel 1 -- and this is subject to check, as it's been a couple days now, but if we can roll this into that undertaking we will.  We will review over the lunch break, Mr. Millar, and if we can roll it in we will.  If not we will take a new undertaking to answer it.  This is not actually the right panel that can speak to the question.

MR. MILLAR:  Okay.  That's helpful -- that's helpful.  Thank you.  Is that -- that's okay by you, Dr. Lowry?

DR. LOWRY:  That would be fine, but one follow-up question.  Perhaps you know the answer, perhaps not.  When you talk about a 9 percent further increase in assets past their useful service life, is that to say if there is no further capex or under the company's proposed capex?

MR. HIGGINS:  That's if there's no further capex.

DR. LOWRY:  Okay.  Thank you.  Those are all my only questions.

MR. MILLAR:  Thank you, Dr. Lowry.  Mr. Hovde?
Examination by Mr. Hovde:

MR. HOVDE:  Yes, I am going to have four broad areas that I expect to be --


MR. MILLAR:  Again, the louder you can speak the more helpful.  We are having difficulty hearing you.

MR. HOVDE:  Okay.  Okay.  I apologize.

The first -- the first question I have is related to 1B-Staff-30, and this has to do with pensions and benefits.  And I would just like to give a brief description of what we are trying to do and then be able to pose an undertaking. What we are trying to do is that we are trying to normalize the treatment of pensions and benefits between Ontario and the United States, and we are trying to do that by removing them from the analysis.

This is very straightforward for the United States, because these are reported in a convenient fashion inside of administrative and general expenses.  And there are RRR accounts that do have that in the administrative and general expenses, but there is an accounting issue that I believe exists for Toronto Hydro in that they have a lot of zeros there and I believe that they could exercise an option to allocate these to the individual accounts to result in kind of a fully loaded labour cost.

And what we are trying to do is we are just trying to find out the right numbers for Toronto Hydro so we can pull out the correct amount to reduce their costs by the right amount to make it comparable to the U.S.

And I believe you must have provided Mr. Fenrick with some data on this, because he had a response saying that he excluded the values.

But what I am looking for is -- in the end is a series of values from 2004 all the way to the end of the period, forecast period, which is 2024, and if -- the forecast period would be nice if you have them.  If you feel uncomfortable providing it we can still use the history.  But what I am looking for is the amount of pensions, you know, health benefits, other benefits, that you use to load up the labour costs inside of OM&A accounts; in other words, not anything that you capitalize that goes into plant values.  And then what I do is I'd also like a breakdown of that, so I can customize it to make sure it matches up with the U.S.

And the sort of documentation I would have in mind would be -- you know, if you could break it done by how, you know, OMERS, other types of insurance, payroll taxes, anything that you load up as extra labour expenses and distribute to the other accounts.

So I guess what I am asking is, first, could you just confirm that I have the right understanding about your accounting; second, could you provide whatever you gave to Mr. Fenrick; and then thirdly, could you provide, you know, this breakdown, this kind of breakdown of the pension and benefit expenses by year if possible, and then give me kind of a value from 2004 to through the forecast period.

MR. STERNBERG:  I think there's various information that's been requested there.  I think being practical, we will need to review the transcript and consider those requests and whether we can reasonably provide that information in the way that's been requested.

And if we can, we will.  And if we can't, we will advise of that and why.

MR. MILLAR:  Okay, that's fair.  Were there any immediate roadblocks that leapt to the panel's mind?  Again, you can think about it all you like.  I just -- if there were any initial impressions and if not, we can just mark it as JTC4.13.
UNDERTAKING NO. JTC4.14:  (1) TO CONFIRM MR. HOVDE'S UNDERSTANDING ABOUT THE ACCOUNTING; (2) TO PROVIDE WHATEVER WAS GIVEN TO MR. FENRICK; (3) TO PROVIDE THE BREAKDOWN OF THE PENSION AND BENEFIT EXPENSES BY YEAR, IF POSSIBLE, AND THEN GIVE A VALUE FROM 2004 TO THROUGH THE FORECAST PERIOD.

MR. STERNBERG:  I am also mindful this IR response, I believe, was mapped to panel 5, which is PSE.  I am recognizing the request that's come now is for further information from Toronto Hydro.  So if this panel has something to add, that's fine.  If not, we will just take the undertaking and respond as we can.

MR. MILLAR:  Okay, great. I think if the one of the intentions was if we can avoid questions for PSE, it might help our day later.  So that was -- but I do understand that there may be some overlap there, so thank you for that.

Can you continue, please, Mr. Hovde?

MR. HOVDE:  Yes.  Also regarding 1B-Staff-30, this is in regard to substation capacity.  You provided a reference that I believe was responsive to what we asked; the question we asked was a little bit broad.

What we would really like to see is another time series of data from 2004 through whatever the forecast period is -- 2024, I believe -- if possible, where you just give us the total MVA of capacity of your substations.

And then further, if you could tell us which portion of that is the medium voltage equipment that you own as part of a Hydro One network substation.  In other words, you make these customer contributions for building substations.  We just kind of want to be able to break that out, or at least know how you account for it in the total that you provide.

And then just a general question, if you could add to the response clarifying.  Up to what voltage level does Toronto Hydro own substation equipment in Hydro One substations, and then if you could maybe just give us a little explanation as to how that works, that would be helpful.

MR. HIGGINS:  I think that will mostly be for folks that were on panel 1.  I just want to clarify.  Are you looking for -- just the first thing you mentioned, MVA capacity.  Is that by substation or just overall?

MR. HOVDE:  Total.

MR. HIGGINS:  So just a single number?

MR. HOVDE:  Yes, and then just the time series that we are going to need from, you know, from 2004 to 2024, I guess.

MR. MILLAR:  We are losing you, David.

MR. HOVDE:  I am sorry.  Yeah, I am just looking for, you know, 2004 through 2024, you know, one value per year. And then if I just knew what portion of that value is the medium voltage equipment that is part of Hydro One network substations.

MR. STERNBERG:  We will take, we will give that undertaking on the same basis as the last one, if that information can reasonably be provided, and provided we accept it's probative, we will.  If there's any issue with that, we will advise.

MR. MILLAR:  That's helpful, thank you.  JTC4.14.  Go ahead, David.
UNDERTAKING NO. JTC4.15:  (1) TO PROVIDE ANOTHER TIME SERIES OF DATA FROM 2004 THROUGH THE FORECAST PERIOD, IF POSSIBLE, SHOWING THE TOTAL MVA OF CAPACITY OF SUBSTATIONS; (2) TO ADVISE WHICH PORTION OF THAT IS THE MEDIUM VOLTAGE EQUIPMENT THAT YOU OWN AS PART OF A HYDRO ONE NETWORK SUBTATION; (3) TO ADVISE UP TO WHAT VOLTAGE LEVEL DOES TORONTO HYDRO OWN SUBSTATION EQUIPMENT IN HYDRO ONE SUBSTATIONS, WITH AN EXPLANATION OF HOW THAT WORKS

MR. HOVDE:  Great, thank you.  The next one is 1B-Staff-24.  You were able to provide ROE data from 2004 to 2017, both deemed and achieved.  And it turns out that we could actually use a couple of historical -- a couple years before 2004.

I think we wanted it from beginning of the IRM period. I am not sure exactly when that is, but if we could get whatever you have available prior to 2004.  This is part of an analysis that isn't directly related to the benchmarking work, so the older information actually is useful to us.

And so if you could just undertake to provide whatever deemed and actual data prior to -- I am sorry, prior to 2005, that would be available, we'd appreciate that.  And then also, if you have an issue with, you know, putting something down on paper which is deemed, you know, you wouldn't have to do that; maybe we can get that from someplace else.

But even if you feel uncomfortable with giving us the deemed value, we could still use the actual.

MR. MILLAR:  The same basis?

MR. STERNBERG:  Yes, I am not sure I even caught all that.  So we will review the transcript and we will provide an undertaking on the same basis.  If we have any issue with those requests, or take the position we can't provide the information, or it's not probative, we will advise.

MR. MILLAR:  Wonderful.  JTC4.15.
UNDERTAKING NO. JTC4.16:  TO PROVIDE WHATEVER ROE DATA, DEEMED AND ACTUAL, IS AVAILABLE PRIOR TO 2004

MR. HOVDE:  And then we have one more, 1B-Staff-28, and this has to do with line mile data.  And the -- just a couple general questions for an undertaking is that you provided some circuit mile data and we are interested in just understanding a little bit about how this stuff was calculated.  And you did note that it was, you know, provided according to the, you know, whatever was on the RRR filing guide.

But the RRR filing guide references a CEA document, which is like an eight-page document telling you exactly how it's supposed to be done.  And there's a little bit of latitude that's allowed to the distributors about how this is reported.

So we are wondering if we could just get a little bit more background, if you have it kind of off the shelf, in terms of how this is calculated.  What I have in mind is that there might be some companies that, you know, only report the circuit miles for what they might consider a primary circuit, and there's others that might go into secondary circuits.  And then some companies might even define the services that go all the way to the meters being part of a circuit.

So we just wanted to gain some clarity about what goes into this number, so at least we will be able to judge the comparability of this value to other things we might compare against.

So that's my first thing that I am after in terms of the kind of the miles of -- I am sorry, the kilometres of circuits that you have.

And then the second issue is going to be that we were considering maybe trying to use some other data that is published in a publication called "Platts UDI Directory of Electric Power Producers and Distributors."


This is a  directory that has lots of names and some statistics for a whole lot of North American power distributors, and Toronto Hydro is listed in there and they do provide some data which I presume comes from the company.

And what I would like you to do is that if I give you a couple numbers for one of these, one of these years, I just thought maybe you would be able to comment about whether or not these numbers are correct or not, so at least we could be advised of whether or not this information is good enough to be used in our analysis.

The numbers I have in mind are out of the 2014 edition of this publication.  If you need more information about this, Mr. Fenrick will be able to help you out and point you in the right direction of where these numbers come from.  But there a published number for distribution overhead pole miles, which I have sometimes called route miles, and that's listed as 9,382 miles in the publication.  And I just don't trust the publication enough to believe that necessarily those are miles instead of kilometres.

And then also they report in the publication 6,772 circuit miles of underground miles.  And then once again, are those really miles, are they consistent with your records, and should we take those numbers seriously.

So those are the two undertakings that I am proposing.  The first one is if you just give me a better description of the circuit mile data that you did provide in reference to the CEA definition.

And then, second, if you could look into those two numbers in that UDI directory that I just mentioned, and whether or not those numbers are reasonable and if not, if you could provide us with better information, we'd appreciate that.

MR. HIGGINS:  Just on the first one, you zeroed in on the primary versus secondary and whether those are included in ours.  We do include the secondary kilometre of lines which is allowed by the CEA definition.  Does that answer the question in its entirety, or would you like more information?

MR. HOVDE:  Perhaps if you had something off the shelf that would give kind of a fuller explanation of that.  And the other thing that might be missing would be whether or not you define circuits that go all the way to the meter as being secondary also, or if -- or if there's, like -- or if there's, like, extra line that -- from whatever you are defining as secondary to the meter that is not included in the total that would be helpful too.

MR. STERNBERG:  So --

MR. MILLAR:  Under the same --

MR. STERNBERG:  -- provide the undertaking --

MR. MILLAR:  -- caveats that were provided before --

MR. STERNBERG:  -- under the same basis that we provided --

MR. MILLAR:  Okay.

MR. STERNBERG:  -- the last few.

MR. MILLAR:  Okay.  So that's JTC4.16.
UNDERTAKING NO. JTC4.17:  TO PROVIDE A BETTER DISCRIPTION OF THE CIRCULT MILE DATA; TO CONFIRM WHETHER THE NUMBERS IN THE UDI DIRECTORY ARE REASONABLE, AND IF NOT, TO PROVIDE BETTER INFORMATION


MR. MILLAR:  Was that all from you, Mr. Hovde?

MR. HOVDE:  Yes, it is.  That's all I have for this panel.  I --

MR. MILLAR:  Great.

MR. HOVDE:  -- will have more questions for panel 5 for Mr. Fenrick.

MR. MILLAR:  Okay.  Thank you so much.  So that concludes Staff.  Can somebody who has less than half an hour...

MR. LADANYI:  I have less than half an hour.

MR. MILLAR:  Tom, go ahead.
Examination by Mr. Ladanyi:

MR. LADANYI:  My name is Tom Ladanyi.  I am consultant to Energy Probe.  I hope these are very easy questions.  I really don't intend to argue with you at all.

So my first question is related to the load forecast.  This is the group for the load forecast, is it, the witness panel?

MR. SEAL:  Yes, it is.

MR. LADANYI:  Okay.  So can you turn to 3-Staff-106, page 4.  Am I right in assuming this shows us that the conservation demand management is offsetting any customer growth effects so that the -- essentially your load is pretty well flat and slightly declining over the period?

MR. SEAL:  This interrogatory response isn't specifically about that.  This is about some specific projects.

MR. LADANYI:  Oh, I understand that.  I just mean that this good place to see it, but if you have some other exhibit you would like to show me -- in fact, actually, the numbers aren't that important.  I just want to have a basic concept that the load is flat or declining over the period.

MR. SEAL:  Well, maybe I will turn you to our evidence on the forecast.  So why don't we turn to Exhibit 3, tab 1,  Schedule 1.

MR. LADANYI:  Yes.

MR. SEAL:  So this table does show our historical and our forecast values for total normalized sales gigawatt hours and the total normalized MVAs, that's our billing, billing peak demand billing for customers.

MR. LADANYI:  Yes.

MR. SEAL:  So your question again, sorry, Mr. Ladanyi --

MR. LADANYI:  Just asking you to confirm that it's flat and not growing?

MR. SEAL:  So generally on a total basis the energy component shows a reduction over the forecast and the billed demand relatively flat, yes.

MR. LADANYI:  That's right.  And actually, since you are on the right hand, you see the customers are growing, so my general concept, as customers' use becomes more efficient they are essentially through conservation demand management offsetting any effects of customer growth.  It's actually a very simple concept.

MR. SEAL:  I would agree generally that's part of what's underlying the load forecast, yes.

MR. LADANYI:  Yes, could you then turn perhaps to your response to -- and it actually isn't specifically you, but it's response in -- Toronto Hydro's response to 2B Energy Probe 40, and specifically page 2.  Yes, table 1.  The way I interpret the table 1, it appears the growth projection when you go further into the future sometime after that period, after the custom IR period, the load grows, and it grows substantially, so that the conservation demand management must not be offsetting customer growth.  And I know these are not forecasted.  I guess they're called projections.  Is there any way you could produce a projection for the years beyond the custom IR period that would underpin the numbers on this table?

MR. SEAL:  This evidence is not part of my evidence.  I didn't produce this forecast --

MR. LADANYI:  I understand that, yeah.

MR. SEAL:  -- so I cannot produce that.

MR. LADANYI:  But somebody at Toronto Hydro gave numbers to the authors of this report.  The authors didn't come up with them themselves.

MR. SEAL:  That's my understanding.  I believe these were our projections done at the transmission station level of peak demands at the transmission stations, the projection.

MR. LADANYI:  Let me put it another way.  I assume that you're looking at the period beyond 2024.  There must be some kind of inflection in some year after 2024 the load starts increasing.  Can you tell me at least which year you think the load will start increasing, because it's been decreasing in the custom IR period.

MR. SEAL:  Again, I can't tell you that.  My forecast -- my load forecast is up to 2024, the CIR period.

MR. LADANYI:  I will just leave it at that.  We will continue with this in the hearing itself.

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

MR. LADANYI:  Oh, no.  Oh, no.  So let's turn to
1B-Energy Probe-2.  And specifically when you look at the table 1 in 1B-Energy Probe-2 -- and my associate Dr. Higgin asked questions about this -- if you go beyond the graphs, go to the numbers, it appears in the numbers that there is some kind of inflection occurring between 2015 and 2016 in the numbers.  And it -- obviously there was not some sharp difference in what Toronto Hydro was doing.  There must be some difference in how these numbers were tabulated.  Can you tell me what is the difference in the calculation of these numbers that happened between 2015 and 2016?

MR. HIGGINS:  Yes, so I think you are seeing the inflection in the kilometre line pieces, and it actually goes to the point we were talking about earlier in terms of what's included in the definition of kilometres of line.  And in just through regular review of these measures and their definitions we took a closer look back in 2015 or '16 as to what the CEA definition is and ultimately made the decision to at that point include the secondary kilometres of line going forward.  We had not been including them, we had been omitting them unnecessarily up to that point.

MR. LADANYI:  So is this actually addressed in -- if you look to 1B-CCC-20, Appendix A, page 1 of 1, and there is a note 2 there too on kilometres of line.  Is this what you are talking about?

MR. HIGGINS:  Sorry...  I am not sure that that note speaks to that issue.  It is speaking more to the expenditures than the general definition.

MR. LADANYI:  Can you then explain to me what's changed in the kilometres per line between 2015 and 2016 just in simple -- I don't need a long explanation, just simple.

MR. HIGGINS:  Yeah, so we made the decision to no longer omit the secondary lines.  So we -- the kilometre of lines we had been using prior to 2016 would have just been the higher-voltage primary lines.  But as the CEA definition allows for the inclusion of secondary lines we elected to, going forward, starting in 2016, to include those kilometres of line.

MR. LADANYI:  Thank you.  If we can go to 1B-Energy Probe-11.

MR. HANN:  Just a question on the secondary, please.  Does that include the service or is it just secondary that's the under-billed on the primary line?

MR. HIGGINS:  I think that goes back to the question on the phone in terms of the service up to the meter.  Is that what you are --

MR. HANN:  Yes.

MR. HIGGINS:  -- talking -- yeah, so I think we are going to deal with that by way of undertaking.

MR. HANN:  Okay, thank you.

MR. LADANYI:  Okay, so could you confirm for me that the -- based on the 2014 model projection, Toronto Hydro total cost is 2 to 3 per cent below benchmark in 2018, 2019?  I mean, it's just a confirmation of your response.

MR. STERNBERG:  I believe this would appropriately be a question for panel 5 for PSE, relating to this IR and the PSE report.

MR. LADANYI:  All right, I will hold off, thank you.  Is this the panel to deal with cost allocation and rate design, too?

MR. SEAL:  Yes, it is.

MR. LADANYI:  Okay.  Could you turn to 7-EP-60?

MR. SEAL:  I have that.

MR. LADANYI:  Thank you.  So we had actually asked about this table be calculated, and can you provide -- you see the table there and I won't go into what it is.  Everybody can read it because we are short of time.

Can you provide the revised 2020 cost allocation that achieves the 100 percent revenue to cost ratio as you did in the table?  And also can you confirm that the revenue to cost ratios for residential and CSMUR will increase over the custom IR period?

MR. SEAL:  Sorry, I was still pondering the first question.  Can just ask me that first question again?

MR. LADANYI:  These are Dr. Higgins's questions.  It is his area and he has gone to Florida, so he can't be reached on the phone.  I think he is still up at 30,000 feet.

So specifically, the objective is to stay as close to 100 percent or 1 ratio, and we are just trying to see how to achieve it.  And perhaps one way to look at it is like what is your objective, if you like, to stay as close to 100 percent, and what exactly would that be?  What would you have to do to be at 100 percent?

MR. SEAL:  So I think the way we understood the interrogatory and the way we have responded to it is what would -- how would you set the residential ratio to 100 percent?  What would the revenue to cost ratio look like for that?

So that's what we provided in table 1, which shows the revenue and the costs, and then the associated revenue-cost ratio for the residential class at 100 percent.  So I am not sure what you are asking me different than what I provided in that response.

MR. LADANYI:  I will think about that.  Can you confirm that revenue-cost ratios for residential and multi-unit residential will increase over the period?

MR. SEAL:  I am not sure what that means.

MR. LADANYI:  Okay, so that --


MR. SEAL:  We have the -- we set the revenue-cost ratios for the rebasing year, based on the cost allocation model.  The ratios that fall out of that are shown in the last column of the table; it's in that interrogatory response.  So they are all falling within the range that  the Board prescribes for the various classes.  So we set the rates based on those ratios.

Then from 2021 to 2024, the rates for all classes are proposed to increase by the rate of our CPCR custom PCI factor.  So that's how we determine the rates for the years after that.

We don't do a cost allocation for costs in between those years, in between the rebasing years, so there's no real revenue-cost ratio that we would calculate for those years.

MR. LADANYI:  Okay, and --


MS. GIRVAN:  Sorry, just to be clear, the residential revenue-to-cost ratio is going from 94.3 to 103.2.  Is that what you are asking about?

MR. SEAL:  Sorry, that's the ratio that falls outs of our cost allocation study for 2020, yes.

MS. GIRVAN:  Yeah.

MR. SEAL:  Did I misspeak myself earlier?

MR. RUBENSTEIN:  Just clarification on this response.  How did you adjust -- when moving the residential from 103.2 to 100, what was the methodology for which, how and which classes would pick up the revenue that would need to be collected?

MR. SEAL:  So I believe in adjusting the residential rates, whatever revenue needed to be reallocated to the classes, we allocated that we did for the CSMUR class, so proportional to the classes that are furthest away from 1.

MR. RUBENSTEIN:  Thanks.

MR. LADANYI:  Can you turn, then, to 8-Energy Probe-61?  And here we are quoting a section from your evidence, and then we ask that they reconcile this statement with the proposed CSNUR earning to cost ratio since 2021 to 2014 period.

Your response was to take us back to the response to 7-Energy Probe-60.  Could you explain how 7 Energy Probe 60 answers that question?

MR. SEAL:  So part A of ?7 Energy Probe 60 was asking us to explain the revenue-cost ratios for each year, 2020 to 2024.  So in response to part of that question, we were indicating that the revenue-to-cost ratios provided by the work forms for 2020 were accomplished based on the revenue cost and the cost allocation model.

But for '21 to 2024, the revenue-cost ratios that are included in the revenue requirement work forms are not relevant for the reason I just spoke earlier, that we are not doing a cost allocation study for each year.  So that the cost allocation -- sorry the revenue-cost ratios that are shown in those revenue requirement work forms are not indicative of true revenue cost ratios over those periods.

We filled out the forms because the Board requires us to fill out the forms, but they are not indicative.

MR. LADANYI:  Thank you.  Now, I have one more question for Mr. Higgin, and I think it's a very easy question and perhaps this is in evidence.

Can you tell me what is your annual filing going to look like during the custom IR period?  Are you going to, like other utilities, apply annually for the clearance of deferral and variance accounts, and then what else would be in the application?

Would you apply for an ICM each year?  Would you apply for -- you can just tell me what you think you will be applying for each year.

MR. HIGGINS:  I don't think we are contemplating anything drastically different from what we have been doing during the current rate period, which is we'd be updating the formula for the inflation factor.  And then if there were any variance accounts that require clearance, we would do that as part of the updates as well.

MR. LADANYI:  Could there be an ICM application each year as well, or not?

MR. HIGGINS:  No, we don't contemplate that, no.

MR. LADANYI:  Thank you, those are all my questions.

MR. MILLAR:  Thank you, Mr. Ladanyi.  I guess we will take our lunch break now.  We will come back in one hour at 1:40.

I know some people have asked some of their questions already because Mr. Lyle was here, so could you please all come and give Mr. Gluck and I your new time estimates.  In fact, some of your questions may have been covered by others as well, and hopefully that will let us move quickly this afternoon.  So I will see you in an hour.
--- Luncheon recess taken at 12:40 p.m.
--- On resuming at 1:42 p.m.

MR. MILLAR:  Okay.  I think we are ready to get started again.  Mr. Sternberg, are there any preliminary matters?
Preliminary Matters:


MR. STERNBERG:  Just one.  I understand from Mr. Higgins he has one brief point of clarification he wishes to add to one previous response he gave.

MR. MILLAR:  Okay.

MR. HIGGINS:  Yeah, and it was related to a question from Ms. Grice, who I notice has stepped out of the room, so it's bad timing, but maybe just -- I will proceed anyway.  The question was with respect to the bill impact ranges that were seen in the key account section of the online survey.  And I mentioned the fact they were estimated bill impacts, which they were, which was one of the reasons for the range, but the other, I guess, important reason for the range is because that key account -- that key account group, if you will, includes more than one rate class, so it's just accounting for those differences.

MR. MILLAR:  Okay, thank you.  Ms. Grice can review the transcript.

Mr. Stephenson?
Examination by Mr. Stephenson:

MR. STEPHENSON:  Thank you, my name is Richard Stephenson.  I am counsel for the Power Workers Union.  I just had some questions about a specific document that I was asking the prior panel and they suggested that you might have the answer.  We will try.

The document, it's Exhibit 1B, tab 2, schedule 2, page 22.  It's construction efficiency internal versus contractor cost benchmarking.  Have you got that?  Okay.

So the question I had was, there's -- this is all about, as indicated here, construction costs.  And so the first question I had about it was whether these construction costs that are being measured here are in relation to capital projects or whether they are in relation to maintenance projects or some combination of the two?

MR. HIGGINS:  Yeah, I believe it says in the response at line 4 this is about the capital construction projects.  So not maintenance.

MR. STEPHENSON:  Sorry, where?  Am I missing -- sorry, I may be just missing this.

MR. HIGGINS:  Yeah, it just says to track the cost of the capital construction --


MR. STEPHENSON:  Oh, capital; okay, terrific.

MR. HIGGINS:  Yeah.

MR. STEPHENSON:  Okay.  So I guess the next question I have then is, was there any similar study undertaken with respect to maintenance projects?  Maintenance construction projects, that is.

MR. HIGGINS:  I am not -- I am not sure.  So we --


MR. STEPHENSON:  And is this -- this -- there was a conclusion that's expressed in the document, and I am not going to get into what the conclusion was, but I am assuming that there was some written analysis that led to the conclusion that's expressed in this -- on this page about the cost variance; am I right about that?

MS. COBAN:  I am sorry, Mr. Stephenson, but maybe you could help us clarify what you mean by written analysis?

MR. STEPHENSON:  Well, there is -- there is a reference to the fact that you looked at certain things and you measured certain things and you reached a conclusion, and I am just wondering, is -- is the process that you undertook and the conclusion that you reached, was that reduced to writing somewhere?

MS. COBAN:  Unfortunately, I don't think this panel is directly involved in that determination, so they are not going to be able to answer.

MR. STEPHENSON:  And I don't know if this was a panel 1 question, and if it was panel 1 question I apologize to everybody else I have troubled about it.  But can I ask for an undertaking to that question, and you can send it back to panel 1.

They would -- I am sure it would have been an undertaking there as well, and it's that -- is to find out if there is some written analysis, and if there is written analysis, I am asking that it get produced, and I appreciate that there is going to be some confidentiality issues around that, so you will obviously redact it as you see appropriate or whatever.  So that's the request.

MS. COBAN:  If you can help me understand the relevance of your request?

MR. STEPHENSON:  Well, we want to understand the validity of the number.  I mean, it's no different than -- you guys do studies all the time, and you can't just put down the result and pretend that we are not allowed to see what the study said.

MS. COBAN:  So the undertaking that we can give you is to explain the methodology to the extent that you need clarification about how this was -- the analysis was undertaken, but we are not prepared to give you the full data set that underpins the analysis.

MR. STEPHENSON:  Okay.  So you are refusing that part of it.  Is that -- am I understanding correctly?

MS. COBAN:  Yes.

MR. STEPHENSON:  Okay.

MR. MILLAR:  Do you want the rest of it, Mr. Stephenson?

MR. STEPHENSON:  I absolutely do.  So --


MR. MILLAR:  Sorry, do want the part that she has offered, I mean.

MR. STEPHENSON:  Oh, obviously, yes, I'd like you to provide us what you --


MR. MILLAR:  Okay.

MR. STEPHENSON:  -- have indicated you are willing to provide us, but I certainly am going to be asking for the study, just to be clear --


MR. MILLAR:  Understood.  So we will mark that -- I understand I failed in my only real task, which is marking undertakings correctly.  I think I marked 4.13 twice in error, so although the last one I said was 4.16, it was actually 4.17, so hopefully we can just cascade them all down into their appropriate order, which I believe would make this one actually JTC4.18.
UNDERTAKING NO. JTC4.18:  TO EXPLAIN THE METHODOLOGY USED TO CALCULATE THE COST OF MAINTENANCE CONSTRUCTION PROJECTS.

MR. RUBENSTEIN:  Sorry, can I just clarify, because --


MR. MILLAR:  I already said I am sorry.

MR. RUBENSTEIN:  Not about the numbering.  I understood at least part of Mr. Stephenson's request was there's a study or underlying analysis, and then I understood from Ms. Coban's comments that she is willing to provide an explanation of the methodology but not the data set.  But putting aside some large data set -- I understand that -- I understood the request to be if there was some analysis, report, that seems to be more than just a simple explanation.  Just so I am clear from you and Mr. Stephenson what was requested so I understand.

MS. COBAN:  If I can just clarify, we started off by explaining that we don't actually have the people who are involved in that analysis, whatever form maybe -- the language I used was imperfect, so we don't have those people here in the room who can speak to that.

But with respect to the disclosure, the only thing that we are prepared to provide at this stage is an explanation of how this particular metric is calculated.  We are not able to provide anything further.

MR. RUBENSTEIN:  Okay.  So then that's a refusal on not just the data set but if there is -- if it exists, but any analysis or report or similar document?

MS. COBAN:  Yes.

MR. RUBENSTEIN:  Okay, thanks.

MR. STEPHENSON:  And those are my questions.  Thank you very much, panel.

MR. MILLAR:  Thank you, Mr. Stephenson.

Mr. Hann, you had something quickly?
Examination by Mr. Hann:

MR. HANN:  Yes.  Thank you.  I'd like to start with 
8-HANN-133, please.  Your response talks about large user classes.  Is it just large user class -- sorry, what is a large user class?

MR. SEAL:  Customers with demand over 5 megawatts.

MR. HANN:  Okay, so do you in your study include residential or less than 5 megawatts?

MR. SEAL:  In the Navigant study, the loss factor study they did for us was limited to the large user class.

MR. HANN:  So the losses are just -- and the losses that are applied to everybody's bill is based on this study?

MR. SEAL:  The losses that we propose to apply to the large user class will be from this study, and then as we've indicated in the other evidence that the loss factors for the other rate classes are determined by taking the difference between purchased energy and energy purchases by the large user class subtracted from the metered energy.  So we have loss factors for all other classes as well.

MR. HANN:  Okay.  Do you have reference to where that is, please?

MR. SEAL:  Certainly.  It's described in Exhibit 8, tab 1, schedule 1, section 4.6.  That's our loss factor update methodology.

MR. HANN:  So again back to my original question.  What happens to the non-metered load for this part of the calculation?

MR. SEAL:  In the large user study --


MR. HANN:  No, not the large user, sorry, for the residential or the other classes.

MR. SEAL:  So that would be included in the losses for the other classes.  We have estimates of the consumption, the unmetered consumption as part of our estimated consumption.  We call it metered consumption for those classes, but it's included in that amount.

MR. HANN:  Okay.  So you add it into the amount that's the measured meter amount, and you have an estimated measured meter amount?  Am I understanding correctly?

MR. SEAL:  Essentially.  So for all other classes other than the large user class, which we subtract from both the purchases and the sales side, we have the purchases and the sales, including the estimated sales for the unmetered classes, to determine what the loss factors are.

MR. HANN:  Thank you.  And then my other question has to do with 1B-HANN-40, please.  Can you elaborate on your answer, please, in lines 16 to 18?

I wasn't quite sure how it becomes -- ROE becomes less or more.  If you can just explain a little better for me, please?

MS. CHAN:  So if we are looking at ROE calculation in terms of rate base, when Toronto Hydro interpreted the question, end of useful life being defined as defined in our response until they cease to operate as intended, versus remaining useful life, which was interpreted as an accounting policy, so the useful life of that asset.

Depending on the age of the asset when it fails, whether it's before its accounting useful life or before its end of accounting useful life, that will change the rate base calculation.

MR. HANN:  So is there an advantage, in terms of ratepayers, that if an asset is beyond its accounting useful life, that it's still operating because that reduces the amount paid on the return of equity?

MS. CHAN:  Sorry, just to clarify.  Are you asking if the -- I guess failure of the asset occurs past its accounting useful life?

MR. HANN:  Yes.  Maybe you could answer it another way.  If you just looked at, say, poles and/or conductor and provided the actual values as to what would be the scenarios depending on whether you ran the asset to the end of its life, or to the end of its useful life, or the end of its remaining life, remaining useful life?  Would that be possible?

MS. CHAN:  Sorry, can you just repeat and clarify what your ask was just now?

MR. HANN:  Maybe you could do it for just two examples, for poles and conductor, of what the return on equity would be if you ran everything to -- all the poles to the end of their of their life and the conductor to the end of its life, compared to what you're presently proposing -- and also noting what the accounting useful life would be in that table.

MR. HIGGINS:  Sorry, Mr. Hann, when you say running to end of life, running to some predicted point of failure in the future?

MR. HANN:  Well, you've provided information that says that poles can last 50 years, 70 years.  So if they last 50 years, then what's the return on equity?

MR. HIGGINS:  So you are saying if we ran them to the maximum useful life?

MR. HANN:  Yes -- no, the maximum life.

MR. HIGGINS:  I am not sure that's a defined quantity or a defined number.  Like, as in -- like I guess I am not sure what that would be.

MR. HANN:  Do you mind taking it back and looking at it?  I think you can do it from what I have seen in other parts of the evidence.  I am sorry I can't focus you on that other part, but I think you can.

MR. HIGGINS:  We can take the undertaking, yes.

MR. STERNBERG:  Why don't we do this rather than taking up more time?  We will take it back and consider further whether it can be reasonably be done whether it's probative.  And if so, we will answer and if not, we will advise of that.

MR. MILLAR:  JTC4.19.
UNDERTAKING NO. JTC4.19:  TO PROVIDE A FRESH CALCULATION OF ROE RUNNING ALL POLES AND/OR CONDUCTORS TO MAXIMUM OF USEFUL LIFE


MR. HANN:  Thank you, that's all the questions I have.

MR. MILLAR:  Thank you, Mr. Hann.  Mr. Garner?  Mr. Harper?
Examination by Mr. Garner:


MR. GARNER:  Yes, I have one question and then my colleague, Mr. Harper, I think is going to have a number of questions.

I only have one question and it's on 5-VECC-52, which I believe is in this panel's purview.  If you go to that response, it's on the screen, you will notice in the response you have -- the promissory notes are written in the same market, it's the same line, and I am looking at what's in the bracket:  "Plus an additional 5 basis points for administration fee."

Can you tell me what that means in the sense of who's paying the administration fee?  Is that what THESL is paying Toronto Hydro Corporation; is that what that means,  the 5 basis point admin fee?

MR. SEAL:  It's incorporated as part of the cost of the debt for Toronto Hydro.

MR. GARNER:  Yeah, that's not what I am asking.  It's incorporated by whom?  Whom is incorporating it?  Is it incorporated by the bank, the banking entity, or is it being incorporated by Toronto Hydro Corporation as an admin fee to Toronto Hydro services, you know, the utility, sorry?

MR. SEAL:  Well it's essentially reflected in the terms of the note between Toronto Hydro Electricity and Toronto Hydro Corporation.

MR. GARNER:  So let me understand how the debt is being raised by this entity.  Toronto Hydro Corporation is going to the market to raise some debt, and then it is sub-lending the debt to the utility; is that what's happening?

MR. SEAL:  That's correct.

MR. GARNER:  And then in doing that activity it is adding an admin fee of 5 basis points; is that correct?  Is that what you are saying to me?

MR. SEAL:  That is correct.

MR. GARNER:  Okay, thank you.  And then it says "inclusive of the administration fee".  That's the same fee, the same 5 basis point fee, right?  There's not an additional fee that's being referred to?

MR. SEAL:  That's the markup, the fee.

MR. GARNER:  Right.  Now, I am just curious about this in the way this is structured.  Have I got this right?  Toronto Hydro Corporation is two other companies, that it holds two companies.  One is the utility and one is the services or energy services company; is that correct?

MR. SEAL:  That's right.

MR. GARNER:  And would I be right that the amount of revenue driven by that other company is substantially different than Toronto Hydro, the utility?  Maybe 2, 4 percent of the overall revenues of these two companies come from that other one, and then this one is the predominant revenue driver of this Toronto Hydro Corporation in its total; is that an unfair characterization?

MR. SEAL:  I can't speak to the specifics of how much, but certainly the electricity is a bigger part.

MR. GARNER:  Right, okay.  And what costs are being incurred by the hydro corporation that cover this 5 basis points?  Is that speculative -- or, sorry, is that set out someplace in the debt instrument or somewhere, or is it just simply 5 basis point admin fee and that's just part of the agreement, or is there anything that talks about the services provided for that 5 basis points?

MR. SEAL:  It is part of the agreement.  I don't -- I am not -- I am not intimately familiar with the agreements themselves.  But the 5 basis points is part of the terms of the lending between THC and THESL.

MR. GARNER:  And one other thing.  There is a number of debt instruments that are listed in your -- in the -- whatever the table is that lists those.  Each one of those, will they each have a different agreement?  They may all say -- they may all say 5 basis points admin fee, but there may be a number of agreements going with each one of those instruments?

MR. SEAL:  I believe each of them has their own individual --


MR. GARNER:  Their own entity, thank you.

Now, finally, is there anywhere in the evidence I would be able to understand the cost consequence of that 5-basis-point admin fee on the debt costs of Toronto Hydro, the utility?  And I apologize if someone's asked it, but I didn't see it.  I mean, you could calculate it, I suppose, and rather than ask you -- I could ask you to calculate it or I could ask you this, which is, would I be correct to calculate it by simply taking 5 basis points from whatever is in your table for 2019 or 2020 and then using that 5 basis points to derive a dollar figure?  Would that be correct methodology?

MR. SEAL:  And when you say a dollar figure, what do you mean by --


MR. GARNER:  I mean how much does it cost the ratepayers of your utility for those 5 basis points.  That's what I am seeking to find out.

MR. SEAL:  So, yes, I think that methodology you have described would be the right way to calculate it, yes.

MR. GARNER:  Okay.  That's fine, thank you very much.
Examination by Mr. Harper:

MR. HARPER:  Okay, my name's Bill Harper.  I am also here on behalf of VECC, and the first question I would like to ask you has to do with your response to 3-Staff-101.  And at part B there, you -- the response to part B was fairly short.  You were asked if you were going to update the load forecast to include the actual loads up to 2018, and you've basically said confirmed, and I just wanted to talk a little bit about the timing of that and what it would include.

Will that load forecast update be part of the major update you are doing for April 30th, or is it coming at some -- or is the data available such that it is going to have to come at some other time?

MR. SEAL:  The intention is to file it with the update at the end of April.

MR. HARPER:  Okay.  And now in response -- the next thing was in response to a number of VECC interrogatories you indicated one that you had more recent, JDP forecasts.  You have now got the actual verified results from the 2017 CDM savings, and you have got a more recently approved CDM plan.

Do you plan on factoring all those elements into the updated load forecast as well?

MR. SEAL:  Yes, those will be incorporated, as well as all -- anything else that we have updated --


MR. HARPER:  Right, no, I understand, I just want to get those pieces.

I guess the other thing was is when you said an update, will you be just updating the equations as they are currently defined or will you be going back and reviewing whether the equations you used for each of the customer classes are inappropriate or you should be changing the definition of the independent variables you used?  I just want to get a nature -- understanding of how extensive you are going to be going in terms of this update.

MR. SEAL:  We are currently in the process of working on it, so I am not sure I can answer that specifically.  What I will provide is my -- our view of the most recent up-to-date load forecast that should be used by the Board in determining rates.

MR. HARPER:  And that could include a revision to the models if you thought that was appropriate.

MR. SEAL:  It may.

MR. HARPER:  Okay, fine.  I guess, you know, since you will be updating a number of things, what I was going to ask is in response to a couple of VECC IRs you provided information on both the historical CDM information data that was used in the current model that was VECC 25 and you also -- excuse me, VECC 25, yes, and also the forecast CDM values, and that was VECC 26.  And I was going to ask you if as part of the update you could update those two interrogatory responses to the extent the numbers change as a result of your update?

MR. SEAL:  Yes.

MR. HARPER:  Okay fine, thank you.  I guess the final thing was, is as we just talked about, you did in response to a VECC IR file current your CDM plan, which is -- I think is the one you will probably be incorporating into your updated load forecast unless things change again, but I guess in doing so you indicated that the current load forecast you have was based on a different CDM plan than the one you have actually filed as part of the interrogatory response; is that correct?

MR. SEAL:  That's correct.

MR. HARPER:  I was wondering if you could just undertake to put on the record the CDM plan that actually underpinned the load forecast we are looking at right now.

MR. SEAL:  Yes.

MR. HARPER:  Can we have an undertaking, please?

MR. MILLAR:  JTC4.20.
UNDERTAKING NO. JTC4.20:  TO FILE THE CDM PLAN THAT ACTUALLY UNDERPINNED THE LOAD FORECAST BEING LOOKED AT RIGHT NOW.

MR. HARPER:  Then if we can maybe move on to 
3-Staff-105.  And in part A the Board Staff here was asking you for some more information on the extrapolation models used to derive the customer count forecast for each customer class.  And you give a very brief explanation here, but I was wondering if it was possible for you to actually provide the models and the modelling statistics and the projected results using those models for each of the customer classes consistent with what you have filed in the application right now?

MR. SEAL:  And the answer is, yes, we can provide that.  I will advise, though, for things like the trend models they wouldn't have statistics, necessarily, but we will provide the information about the trend models that we have used for the customer classes --


MR. HARPER:  Well, I guess the -- I guess I was looking for in terms of whether there actually is a trend that's statistically justified.  I was assuming that might be part of the analysis that you had done.

MR. SEAL:  Most of the trend models that we have for the customer class are linear trend models.

MR. HARPER:  Okay.  Okay.  Well, if you can provide me what you have, and I guess the final question in this particular area, too, would be when you are doing your load -- your update at the end of April, for end of April, will you actually be updating these customer count models as well and providing revised projections on the customer counts?

MR. SEAL:  Yes, we will.

MR. HARPER:  And maybe at that point in time you will be able to provide similarly the supporting information on the new models that you have developed for those as part of that filing?

MR. SEAL:  And perhaps I was mistaken.  I assume that's the information that you wanted as part of the update to Staff 105.  So the models -- the trend models related to the most recent forecast that we will be providing.

MR. HARPER:  Right.  So I guess what you can do as part of an undertaking now is provide the ones you used for the current forecast, then obviously when you do your update there will be a whole new set of models, presumably a new set of models that will support whatever forecast you are providing, which aren't available now, I understand, but will be available sometime around the end of April.

MR. SEAL:  They may or may not be the same models, the trend models, as what we currently have in the application, but I am not sure what the value of giving you the models behind a forecast that we are going to be updating is relative to just give you the models, the one we are going to provide you as the basis --


MR. HARPER:  Okay.  Okay.  I accept that.  I was kind of concerned about sort of the timing of when things would be available, but if we get the updated models, that will be fine.  We don't need the models that underpin the current forecast.

MR. MILLAR:  Sorry, is there an undertaking or no?

MR. HARPER:  Well, I think as long as there's a common understanding of what's coming with the update I don't think we need an undertaking, if that's acceptable.

MR. MILLAR:  Yeah, I would prefer not to mark things as undertakings if not --


MR. HARPER:  Yeah, no, as long as we -- like I said --


MR. SEAL:  I think we are fairly clear, Bill.

MR. HARPER:  Yeah, I can raise it if it doesn't come at that point in time.  We'll see, but I think that's what I was trying to do.

My next area of question has to do with the LRAM VA calculations, and you probably don't have to turn it up, but in your response to 3 VECC 29 you basically say that the variances between forecast and actual CDM numbers in the 2017-2019 period are not relevant for purpose of calculating the LRAM VA in 2020 to 2024.  I think that was your response to part A, and I just wanted to explore that a little bit.

In doing so, I was wondering if you could turn up Exhibit 3, tab 1, schedule 1, appendix C, and go to the table at the bottom of the second page, which I think is page 30 in the PDF, for whoever is flipping through.

Mr. Seal, have you got that there?

MR. SEAL:  Yes, I just need these...

MR. HARPER:  Right, I know the feeling.  I am at that age, too.  I have got mine blown up on the screen here.

Now, if I go to the column on the far right, that's the first column of numbers, as I understand it, this is the total CDM impact in each of those years in your forecast from the year 2006 onwards.  And that's the total impact you have incorporated in the forecast for each of those years from CDM.  Is that correct?

That first column of numbers, it's 55328 is the first number starting there.  I was looking at the very bottom table which is titled "total".

MR. SEAL:  Oh, I believe that's -- so that's across all the classes?

MR. HARPER:  Yes, I figure the big numbers are easier to deal with.

MR. SEAL:  They are still small on my page.

MR. HARPER:  So I just wanted to clarify.  That first column of numbers there, that's the total CDM impact from all programs from 2006 forward in each of those years.  I just want to make sure my understanding is correct.

MR. SEAL:  Based on the CDM forecasts, yes.

MR. LADANYI:  Yes.  And then the second column, which is titled "Cumulative 2019 persistence", that's the -- that's meant to capture the impact in each of those years, 2020 to 2024, from CDM programs implemented in 2019 or earlier.  Is that correct?

MR. SEAL:  That's correct.

MR. HARPER:  And you removed that.  Basically, that's consistent with your view that anything up to 2019 shouldn't be considered when you are looking at the LRAM VA numbers.

I just wanted to confirm.  In that cumulative persistence numbers you've got there, the numbers -- that includes again all programs from 2006 up to whatever is the year -- up to 2019, right?

MR. SEAL:  Subject to check, I think that's correct.  To the extent that any of those programs might have ended or not included, they wouldn't be persisted.  Only those that would have a persistence.

MR. HARPER:  Maybe we can use the term.  It's the persisting effect of any of those programs implemented from 2006 to 2019.

MR. SEAL:  If there was a persistence effect, yes.

MR. HARPER:  Right, and we will get to that a little bit later on, believe me.  But when I look at those numbers, as I understand it, the numbers for years 2006 to 2016, they are actually based on verified results you have received from the IESO, correct?  They are like verified actual results?

MR. SEAL:  That's correct in our current load --


MR. HARPER:  But for the years 2017, 2018, and 2019, they are based on your forecast of what you think -- what you thought or think is going to be achieved from the CDM programs, correct?

MR. SEAL:  They are based on a forecast of CDM programs for these years.

MR. HARPER:  What I was trying to understand is if they are based on a forecast, why shouldn't that forecast be trued-up as part of LRAM VA calculation, just like your forecast for 2020 to 2024?

MR. SEAL:  Mr. Harper, your line of questioning and your questions that you provided with us earlier did give me some thought.  And our understanding was that LRAM for a rate filing period is based on the programs that were put in place over that period, and that's the basis for the LRAM.

However, thinking some more about your questions, I think there may be some merit to consider inclusion of those variances for the forecast amounts, for the forecasted amounts persisting.

MR. HARPER:  Thank you, and perhaps if we are considering that, and maybe to help us as we move forward considering that, perhaps then you might undertake to provide a response to VECC 29D, where we asked you to recast the table with sort of having the cut-off earlier in time?

MR. SEAL:  We can do that with the update.

MR. HARPER:  That would be fine.  At that point in time, 2017 will be in the actuals, and it only be from 2018 on is when you have forecast numbers, correct?

MR. SEAL:  Which is what I was just about to say.

MR. HARPER:  Okay, I apologize.

MR. SEAL:  That's okay.  We are on the same wavelength.

MR. HARPER:  Okay.  And finally, if we could go to the far right-hand side of this same table, maybe if we scroll over to the far right on the same table and look at the last few columns, those numbers you have got there and sort of in the set of a triangle.

Would I be correct that those numbers would be the same ones that I would see -- you were going to file new copy of the CDM plan you used to underpin this forecast, would I be correct that those would be the same numbers I would see in your CDM plan?

MR. SEAL:  I don't think they will be exactly the same, because of the adjustments that we make for the gross to net.

MR. HARPER:  Let me just be clear.  These numbers here are supposed to represent net, right?

MR. SEAL:  These are for the LRAM purposes, yes.

MR. HARPER:  So to the extent your CDM plan reflects net, they would be consistent.  If your CDM plan represented gross, they would be different.  Is that what you telling me?

MR. SEAL:  You are correct, Mr. Harper.  I think the other component that I am also thinking also is the timing of the program.  So the typical way the CDM plan is done assume that programs are in place at the beginning of the year.  But for our load forecasting purposes, we use a different timing.

MR. HARPER:  I understand you use a different timing for load forecasting purposes.  But for LRAM VA purposes, again it's supposed to be reported on the same way verified results are.  So my understanding is it would be consistent with the plan, because it would assume also that it's January 1st all the programs are starting.

MR. SEAL:  You are -- for LRAM purposes, I believe you are right, yes.

MR. HARPER:  And has the table been calculated on that basis?

MR. SEAL:  I believe it has.

MR. HARPER:  I thought it had, too.  That's why I wanted to just follow up with your question.

Finally, if we could look at the column you have got there under 2020, there I see the numbers are declining over time.  You know, it goes from -- the numbers are going down over time, and I assume that's the issue we talked about, about loss or persistence over time?

MR. SEAL:  You are referring to row?

MR. HARPER:  The 23358 goes down to 22917, goes down to 22903.

MR. SEAL:  I think that is a dropping off of some of the persistence.

MR. HARPER:  If I go over to the column we were talking about earlier, cumulative 2019 persistence, I don't see a similar drop off over time.  Maybe you could explain to me why.

MR. SEAL:  I think that would be in this case because these adjustments are for adjusting our load forecast, the CDM included in our load forecast.  So you just take out a straight level of persistence on that basis.

MR. HARPER:  And would I be correct, then, that sort of the correction between those two is caught up in that other line you've got there called "methodology variances".  Is that where you would be making the adjustment between the two?

MR. SEAL:  Yes, I believe so.

MR. HARPER:  Okay, fine.  I think I understand. Now, if we could go -- this is fairly quick one.  If we go in that same exhibit, Exhibit 3, tab 3, schedule 1, page 14, there there's a reference -- I think it's -- there is a reference there on about line 9 about the actual savings will be on a net basis.

When you say net basis, that's virtually equivalent, that's the net verified results from the IESO is what you are talking about when you say net basis there?

MR. SEAL:  Yes, yes.

MR. HARPER:  I am looking at line 9.

MR. SEAL:  Yes that's correct.

MR. HARPER:  Okay, fine.  I just want to make sure we are clear on the terminology here.

I would like to then move on to sort of cost allocation for a minute.  And if we could turn to 
7-Staff-145B.  Maybe the useful place to start is just at the preamble here, and I think Energy Probe earlier was talking a little bit about this as well.  But I am sort of looking at it from a bit of a different perspective.

I notice some of the revenue-to-cost ratios between the model and proposed are the same, and some of them are changed slightly, like the general service has changed slightly and the USL has changed slightly, and I assume that's more than rounding.  I think if I understood your evidence correctly those are conscious adjustments to increase those revenue-to-cost ratios slightly; is that correct?  For both the GS less than 50 and the metered scattered load classes?

MR. SEAL:  That's correct.  Those adjustments were made when we had to make the adjustment to the competitive sector multi-unit residential class, the CSMUR class, we have to reallocate some of that revenue shortfall to the other classes.

MR. HARPER:  Right.  I guess my question was is I noticed that when you made those adjustments you also increased the revenue-to-cost ratio for the large use class, but the proposed ratio for the large use class at 85 percent is still materially less than the -- what the model came up with for either of the other two classes, the GS less than 50 or the unmetered scattered load, and I was wondering why, as opposed to increasing those two classes, which are already closer to 1, you just didn't increase the large use customer class slightly more?  I don't think you would have to get anywhere near the other two ratios in order to recover the revenue that you got, so I was wondering why you didn't consider that as a more appropriate approach?

MR. SEAL:  So our approach to both the revenue-cost ratios for all the classes and for reallocating revenue or revenue shortfalls when we are directed like we are for the CSMUR class to set a particular revenue-to-cost ratio is first any rate -- or any class that is within the Board guidelines, revenue-cost ratios, we leave those alone.  If they are not, then we move them to within that range, so that's what we did for the large user class --


MR. HARPER:  Right.

MR. SEAL:  -- within the Board's range.  The allocation is done proportionally the way we have done it for the last, I don't know how many rate cases, to proportion to the classes that were furthest -- dollar furthest away from their 1 percent is the way we allocated it.  So that was our position.

MR. HARPER:  But so sort of a two-step process, then, from what you described?

MR. SEAL:  Essentially.  Once we have all the classes within the Board's guidelines, it's -- the process within that, then, is to reallocate based on our proportional --


MR. HARPER:  So once you have gone through your step 1 you have got the large use at 85 percent.  So why didn't you, in applying that proportion rule of yours in step 2, move them a little bit further, even if all it was was in applying your rule of proportionality across all the classes that were still below and when you were looking for more revenue you would move all of them applying your same proportional rule.

MR. SEAL:  Once they were inside the range we didn't move them any further.

MR. HARPER:  Oh, okay.  I think beyond that I understand that, that's fine.

We could move to your response to VECC 50 -- 7-VECC-54.  Here we were asking about the costs that you sort of directly allocate to the street lighting and the USL classes.  And I just wanted to clarify the response, because it was somewhat confusing to me, because we were asking you whether these were assets that were solely used by those classes.  And your response said the assets referenced on pages 3 and 4 -- and I won't go through the exhibit number -- are used solely either by or both street lighting and USL, and the inclusion of the "both" led me to suggest that some of those assets were used by -- jointly by both -- by customers in both of those classes, and so it wasn't -- and I want to clarify, is that what you meant by that response, or is it -- or am I misreading that?

MR. SEAL:  The assets that we were approved to move into rate base in our last filing for street lighting, some of those assets are used by the USL classes.

MR. HARPER:  So they are used jointly by both classes.

MR. SEAL:  Correct.

MR. HARPER:  And would you agree with me that that's somewhat inconsistent with the Board's cost allocation methodology report, which says that -- and you can take this subject to check -- which says the direct allocation is only to be applied when assets are used by only one customer class?

MR. SEAL:  I am familiar with that policy in the cost allocation.  When we moved the assets -- street lighting assets into the regulated utility in our last application we made it very clear that the assets were being allocated only to the street lighting and USL class and no other rate classes were going to be impacted, and we felt that was the appropriate treatment of moving these assets in, and the Board agreed with that -- with that application.

MR. HARPER:  Okay.  I will have to go back and look at that.  I apologize.  I hadn't gone back.  It's been a while since your last application talking about this, but --


MR. SEAL:  Fair enough.

MR. HARPER:  -- just wanted to clarify that.  Okay.  That's fine.

Maybe we go to part C.  I am sorry I missed that.  If we go to part C, because here I was asking about the service arrangements for your GS and large use classes that resulted in some of the customers having directly allocated assets.  I think maybe you misunderstood the question, because I wasn't trying -- excuse me, pardon me, I wasn't trying to understand the sort of the contractual arrangements, I was just trying to understand what's the nature of the sort of system configuration of these customers such that, you know, assets -- sort of that poles and wires that might normally be part of the sort of the integrated system are only -- are used to only service one of these customers, customers in one of these classes, as opposed to multiple classes.  That's really what I was trying to understand.

MR. SEAL:  So maybe just by way of example is the easiest way --


MR. HARPER:  Yeah, that would be fine.

MR. SEAL:  So we have --


MR. HARPER:  I just want to make sure I understand it.

MR. SEAL:  -- a feeder that is dedicated to one particular customer.

MR. HARPER:  Okay.

MR. SEAL:  That feeder would be allocated to the class that customer was in.

MR. HARPER:  So it would be typically customers that are large enough that sort of a feeder is dedicated to them.  Okay.  That's fine.  I just wanted to understand -- I wanted to understand that.  Okay.

Finally, if we could go to 8-Staff-146.  This has to do with your standby service that you provide.  And you give some examples here, and the first thing I wanted to clarify by is you talk about a contract demand being a reserve kVA capacity as being agreed upon between the customer and THESL.  And I was wondering, can a customer contract for a contract backup demand that is less than the faceplate rating on their generation?

MR. SEAL:  Our customers can contract with us for less than a faceplate rating, but all of our standby customers are contracted at full faceplate rating.

MR. HARPER:  Okay.  Fine.  Maybe the other questions become somewhat theoretical then.  I was trying to understand that if someone came in and asked for less what criteria you might apply and judging whether that was reasonable, but it sounds like a bridge you haven't had to cross yet.

MR. SEAL:  It has not occurred to us.

MR. HARPER:  Okay, fine.  And then you also provide a couple of examples here, and I was kind of curious.  The examples seem to be fairly sort of all on or all off, and I was wondering if I look at example number 1 that you indicated here in terms of contract demand and generator faceplate rating.  But if you could assume a situation where the generation has no down time during the month, like, it's running during the entire month, but there are periods during the month when it is not running at its full faceplate capacity, maybe say the extreme it's only running at half faceplate capacity for all month for some technical reasons or some other reasons.

B, based on this situation how would you -- how would the monthly charges for standby be determined?

MR. SEAL:  This was part C of your question?

MR. HARPER:  Yes.

MR. SEAL:  Okay.  Just so I am sure I am on the same place.  So again, we don't have any -- we have not had that situation occur for us.

MR. HARPER:  It's been all or nothing, basically.

MR. SEAL:  It's been all or nothing, is the way it's been for our customers.  But in that particular instance, that example you have given, so we would measure the peak demands with and without the generator running, and if the peak demand with the generator off exceeded the peak demand plus the contract backup demand with the generator running, the excess would be charged as overrun, essentially.

MR. HARPER:  Okay.  I think -- and it would be charged at the standby rate.

MR. SEAL:  We don't have an overrun rate.  It is the regular standby rate.

MR. HARPER:  Okay.  Then I guess the same goes -- I gave you another example trying to build up our -- it's the same thing, you haven't had that particular situation arise where -- where when it's not running the difference between when it's running and not running is not equal to the faceplate rating of the generator?

MR. SEAL:  No, we haven't had that situation.

MR. HARPER:  Okay.  And -- okay.  I guess when it did come up -- if it did come up obviously you can't come back to the Board -- you would have to come up with some solution, because you can't come back to the Board in the course of a month, I assume, and figure out what you are going to charge them.  So you --


MR. SEAL:  We would charge them for the difference between their standby amount and whatever they used of that standby amount.

MR. HARPER:  Right.  Okay.  And that would be based on output when the generator is running, when the generator is not running, and the difference between the two of them?

MR. SEAL:  Correct.

MR. HARPER:  Okay.  Fine.  I am not too sure if you understood the first example correctly, because I was assuming at that point in time the generator was running all during the month?

MR. SEAL:  Oh.

MR. HARPER:  So there would be no time when it was off.  Would you be then charging them on the difference between the output of the generator and what was the faceplate rating?

MR. SEAL:  Sorry, that was your example where the generator was at less than...

MR. HARPER:  Yes, for the entire month.  So there is no time when they are off.

MR. SEAL:  In that case, we would be charging the full standby amount, the contracted standby amount.

MR. HARPER:  Okay, fine.  I think those are all my questions, actually.  Thank you very much.

MR. MILLAR:  Thank you, Mr. Harper.  Who wants to go next?

MS. GIRVAN:  I will.

MR. MILLAR:  Go ahead, Ms. Girvan.
Examination by Ms. Girvan:


MS. GIRVAN:  Just a few clarification questions.  Can you turn to Staff 107, please, 3-Staff-107?  And I was referred to you by another panel. -- I think so.

So it talks about there the sale of properties over the '15 to '17 period, and there's the 6.7 million which is the net, the total gain on sales.  Do you see that on page 2?

MR. SEAL:  Table 1 on page 2?

MS. GIRVAN:  Yes.

MR. SEAL:  If you can speak up a little bit?

MS. GIRVAN:  Sorry, I am always the one telling people to speak up.

My question is -- so because there was no deferral account during that time period, how was that $6.7 million treated?

MR. SEAL:  And I believe the panel previously answered that question, that it would have been income to Toronto.

MS. GIRVAN:  Okay.  And going forward there is no forecast for net gain on sales, right?

MR. SEAL:  That is correct.  I believe the evidence indicates that there are no projected sales on property over our CIR period.

MS. GIRVAN:  Okay.  And this may be -- Ms. Coban might want to interject.  The question was would Hydro One be willing to have a deferral account to deal with any net gain on sales?

MR. SEAL:  Hydro One might be willing.

MS. COBAN:  You are right, Ms. Girvan.  We are not prepared to set out our position on that point, but we can take it away by undertaking and give you something in our response.

MS. GIRVAN:  Okay, great, thank you.

MR. MILLAR:  JTC4.21.
UNDERTAKING NO. JTC4.21:  TO STATE THE POSITION ON WHETHER HYDRO ONE WOULD BE WILLING TO HAVE A DEFERRAL ACCOUNT TO DEAL WITH NET GAIN ON SALES ON PROPERTY


MS. GIRVAN:  And then just -- I think this is for Mr. Higgins.  You engaged a number of experts in support of your application.  Can you just help me?  Why is it that Tory's is the one that engages them?

Ms. Coban may want to answer that one.

MS. COBAN:  Maybe you can just help us understand the relevance of your question and --


MS. GIRVAN:  I just -- we had asked for a list of the consulting engagements and we had asked for, I think, the retainers or -- I think it's in the interrogatory.  It's just I am wondering why do the consultants contract with Torys versus contract with Toronto Hydro?

MS. COBAN:  It's definitely not a question that this panel can answer.  I am trying to be helpful and so that's why I was asking to understand where you are coming from in asking that question, because it really goes to process.

MS. GIRVAN:  Okay.

MS. COBAN:  And if I can understand your perspective on that, then maybe we can offer you something that's helpful.

MS. GIRVAN:  Maybe I will leave it for now and maybe talk about it at the hearing.

If you can just turn quickly to CCC number 14.  Mr. Gluck took you to this earlier and it's about the fact that you're saying that with respect to productivity initiatives, you -- if you go to the next page, thanks, I just want to read the words:
"...Toronto Hydro is unable to quantify the estimates of the cost savings."

My question is does that not mean that really the only way customers are benefiting is from the stretch factor, if you haven't embedded those savings into your 2020 forecast?

MR. HIGGINS:  So I think customers are benefiting from the stretch factor, so I agree with that.  And that is -- that stretch factor is meant to return a certain level of productivity to customers through rates.

MS. GIRVAN:  Yeah.

MR. HIGGINS:  Customers are also benefiting from the productivity amounts that have been achieved over the last period, and which are built into the cost forecasts on which our -- sorry.  They are built into the actuals on which our 2020 to 2024 cost forecasts are based.

So although things being as they are, the stretch factor would be the means by which customers are given productivity, and then the framework is such that we are incented to achieve additional productivity.  We have given some examples of that on the record and ultimately, if we were to exceed that amount, for example, then that would be to the benefit of customers in the next rate period.

MS. GIRVAN:  All right, thank you.  Those are my questions.

MR. MILLAR:  Thank you, Ms. Girvan.  Volunteers? Shelley?
Examination by Ms. Grice:


MS. GRICE:  Hi.  If we could please turn to Exhibit 8, tab 1, schedule 1, page 9, I just want to talk about the loss adjustment factors.

Toronto Hydro engaged Navigant to undertake an engineering study to estimate losses for its large user class.  And then my understanding is that you're proposing to use these estimated loss factors for billing large use customers beginning in 2020.

MR. SEAL:  Yes.

MS. GRICE:  I am in a situation where I need to explain this to AMPCO members, in terms of what this means in terms of the billing and the impact on AMPCO members.

And I just -- if you could help me, that would be great, to understand what billing components are impacted, and then what the outcome is on AMPCO members from 2019 to 2020.

I don't know if the easiest way to do this is through an undertaking.

MR. SEAL:  If you are looking for specifics, then it would have to be an undertaking.  But I can generally say that on the basis of just this change in the loss factor, the bills to the large user class will be lower.  The bills to all user classes will be lower, because our proposed loss factors are lower than 2019 loss factors for all classes.

But they will be lower for the industrial class as well, for the large user class.  The impact will be seen on the energy component, mainly on the energy component of their bill, which is the main part that gets grossed up for losses.  The transmission, I believe, also gets grossed up for losses.  But the main savings or reduction in charge will be through the commodity part of their bill.

MS. GRICE:  If you wouldn't mind, just so I don't stumble through it when I am trying to explain it to them, do you mind doing an undertaking and just providing an example of how, before and after.

MR. SEAL:  For our definition of a typical large user customer?  We could do that.

MS. GRICE:  Yes, and believe there an IR that shows the billing determinants that you used to, I believe, do the bill impacts for each rate class, and that is in
1B-BOMA-2.

MR. SEAL:  Yes, those are our standard billing statistics that we use.

MS. GRICE:  Maybe if we could just use those then, it keeps it all the same.

MR. SEAL:  I can do that for the large user class.

MS. GRICE:  Okay.

MR. MILLAR:  JTC4.22.
UNDERTAKING NO. JTC4.22:  TO PREPARE A STATEMENT OF THE ESTIMATED LOSSES FOR THE LARGE USER CLASS AND TO SHOW THE IMPACT ON AMPCO MEMBERS FROM 2019 TO 2020

MS. GRICE:  Okay, thank you.  And I just have one clarification question as a follow-up from a discussion that you had this morning with Board Staff regarding 2B-Staff-65, and it's regarding part A to the question.

And in the response -- I just got confused with the discussion about where we landed on this.  It says in the response that Toronto Hydro is not seeking approval of its specific custom measures.  Is that still Toronto Hydro's position, you are not seeking approval of the specific measures?

MR. HIGGINS:  Yes, it is.

MS. GRICE:  Okay, thank you.  Those are my questions, thank you.

MR. MILLAR:  Thank you, Ms. Grice.  Mr. McGillivray, are you prepared to go?
Examination by Mr. McGillivray:


MR. McGILLIVRAY:  Thank you, Mr. Millar.  Good afternoon, panel.  If I could take you to interrogatory 2B DRC 10, and maybe we can skip down to the question under part B.

And then this will probably lead us to somewhere in the evidence, but in part B you make reference, I think, to Exhibit 2B, section E8.1.  So we may have to go there, and then there will be a few references here, which hopefully will become clear in a second.

So on page 8, line 20 there's reference made to the 800 megawatts by end of 2024.  Do you see that?

MR. SEAL:  I do.

MR. McGILLIVRAY:  So it says:

"The forecasted increase of distributed generation connections is expected to reach 800 megawatts by the end of 2024."

And then if we go down to page 12, roughly lines 5 through 8, that figure is repeated.  And the evidence also states that Toronto Hydro has connected over 1,780 distributed generators of various sizes representing approximately 225 megawatts; do you see that?

MR. SEAL:  Yes, I do.

MR. McGILLIVRAY:  And then if I can take you to Exhibit 2B, section E5.5, page 10, line 13.  It says that there's forecasted 581 megawatts of additional distributed generation capacity anticipated by the year 2024.  And I think that additional could also read incremental, but do you see that?

MR. SEAL:  I see the reference.

MR. McGILLIVRAY:  And then the actual forecasts are provided in section E5.1.  We don't have to go there.  My question basically is I am wondering if you can explain how this works a little bit, where are we now and where are we going, basically, and whether or not you can do the math for me between the 800 megawatt number and the 225 megawatt number.

MR. SEAL:  I won't be able to help you with this particular exhibit, because I am not familiar with this particular piece of evidence, so I can't lead you between those.

MR. McGILLIVRAY:  Okay.  Could that be accomplished by way of undertaking?  Because I think I have exhausted my panels at this point.  And this interrogatory was under panel 3.

MR. SEAL:  I can certainly speak to my load forecast, but not these particular numbers in this particular evidence.

MR. STERNBERG:  We can respond by way of undertaking.

MR. McGILLIVRAY:  Okay.  I appreciate that.  Thanks.  And maybe we could -- well, you can see if you want to include these in the undertaking as well.  My follow-up question was in relation to whether I would be right to say that the distributed generation forecast pertains to generation only and doesn't have any bearing on load or load forecasting, or maybe that could be answered by this panel?

MR. SEAL:  Well, that would certainly be one of my considerations in doing my load forecast which I am doing for rate purposes, for billing purposes, as to whether any of this distributed generation would actually impact that load that I am using to set rates on or not.  I would need to consider that exactly.

MR. McGILLIVRAY:  Okay.  And you haven't considered it to date, but you would?

MR. SEAL:  To the extent that there was something, I had some information that led me to believe that there might be an impact on our load forecast I would.  And I think in our evidence, in my evidence, and I will turn you to it, Exhibit 3, tab 1, schedule 1, page 10, so section 3.2 talks about electric vehicles and distributed generation and indicates it in my load forecast we haven't explicitly included any impacts other than trends that would have been part of historical data that we use in our multi-variant regression models.

MR. McGILLIVRAY:  That's great, and I was actually going to go there next, so we can go there now.  I think my question on that point that you just made was could you help me understand what potential load impacts from electric vehicles and distributed generation might already be reflected because of that multi-variant regression model, what kinds of things relating to distributed generation or -- and/or electric vehicles get captured in that model?

MR. SEAL:  So our regression models use historical measured consumption as the basis for modelling against our various variables that drive that measured load.  And so to the extent that there are any electric vehicles in our historical data or distributed energy that are impacting the measured loads, that would be captured within those models.

MR. McGILLIVRAY:  Just like any other aspect of load, I guess?

MR. SEAL:  Correct.

MR. McGILLIVRAY:  Okay.

MR. MILLAR:  Mr. McGillivray, I am sorry to interrupt.  There had been an offer of an undertaking which we didn't mark, but I don't know if the question has been otherwise answered, so do you still require the undertaking?

MR. McGILLIVRAY:  I think the first part would still be  helpful to do by way of undertaking, so --


MR. MILLAR:  And could you just repeat what that is so it's clear for the record?

MR. McGILLIVRAY:  It's basically to explain the relationship between the 800 megawatt number, the 225 megawatt number, and the 581 megawatt number, all of which are in Exhibit 2B at various places, and I think the transcript will reflect where they are.

MR. McGILLIVRAY:  Thank you.

MR. MILLAR:  JTC4.23.
UNDERTAKING NO. JTC4.23:  TO EXPLAIN THE RELATIONSHIP BETWEEN THE 800 MEGAWATT NUMBER, THE 225 MEGAWATT NUMBER, AND THE 581 MEGAWATT NUMBER, ALL OF WHICH ARE IN EXHIBIT 2B AT VARIOUS PLACES.

MR. McGILLIVRAY:  Thank you.  So in that reference that you just referred me to in section 3.2 around page 10 or 11, you indicated in a few places, I think, that the impacts are -- of electric vehicles and distributed generation may not be material or have determined not to be material and that you don't have enough information about those markets to be able to confidently include any impacts.  And my question would be, would you be able to elaborate on what additional data or information you believe you might need in order to be able to confidently include those kinds of impacts on loads and demands?

MR. SEAL:  So generally, in developing our load forecasts, as I said, we rely on our regression modelling to determine the forecasts.  The regression modelling takes into account various economic drivers, various climate drivers, various other drivers of what would be explaining loads, and then uses forecasts of those to predict the consumption of the various -- of the different rate classes.  So to the extent that -- generally, those models have a degree of variants within them, so they are a best estimate is what they are, but we recognize they are not going to be perfect.

To the extent that I would consider adjusting those models, I would -- I would need some confident forecasts that -- of loads that would be outside of what those models would be.

So I would want to have -- and especially for the purpose of developing the load forecast for rate-making treatment, which is what this is, I would want to have a high degree of confidence in the forecasts of those particular components, preferably with some kind of knowledge about where they have been historically.

Maybe one of the best examples of where I might make an adjustment to what my model forecast load would be, if I knew a particular large customer was going to be closing down business, I would probably reflect that in my load forecast for the large user class because I knew it was coming and I knew what kinds of loads were involved in it.

Those are the kinds of certainty and confidence that I would want before I would include anything in my load forecast beyond what my models are predicting.

MR. McGILLIVRAY:  Thank you.  So for, let's say electric vehicles, would that be things like the number of them out there, the type, the kilowatt hours, that sort of thing, or does it go beyond that?

MR. SEAL:  I think it would go beyond that.  It's not just numbers and kilowatts, it's somebody takes a usage by vehicle, but some confidence that the forecasted number of vehicles has some basis -- sound basis for it.  And as I said, when we put together our forecast we didn't have that information to be able to include anything.

MR. McGILLIVRAY:  Do you believe that information's out there but not collected or is it simply not available yet?

MR. SEAL:  In my view, the electric vehicle industry is still in its infancy, and as I am sure you're aware, the climate is changing around some of those electric vehicle policies in Ontario.  So, you know, I think that there's not enough information out there right now to confidently include anything in my load forecast.

MR. McGILLIVRAY:  Okay, thank you.  If I could take you to interrogatory 2B DRC 10; we have may have been there.  I am now going to look at part A of that, the response to part A where it says Toronto Hydro is working
-- oh, sorry.  Could you scroll up to the questions?

Yes, I think part A is the right reference.  Toronto Hydro is working with regional planning stakeholders to develop a 25-year load forecast that includes an assessment of different EV deployment scenarios.  And this might be an in an exhibit that you can't speak to, but it's in, I think, Exhibit 2B, section E 7.4.  And we don't have to go there, but there it says large scale EV deployment may increase the peak load demand at certain stations, thus triggering the need for additional capacity.

So I think maybe you can discuss the relationship between this sort of forecast, which I recognize is ongoing, and the ultimate load forecast for rate purposes that is developed and whether there is connection between this specific regional planning sort of level of 25-year load forecast and the load forecast for rates.

MR. SEAL:  So I think you alluded to it in your question.  I think the this particular exhibit, and the regional planning tends to be about peak demand -- peak demands on the system, peak demands on stations, peak demands on delivery points -- which is different than the load forecast that I am producing, which is all about billing units.

You know, one good example might be the difference -- the impact of electric vehicles on electric usage for the residential class.  The residential class, starting in 2020, the distribution rates are fully fixed.  So any electric vehicle usage behind the residential meter doesn't matter for the purposes of setting distribution rates.  So there can be very different for different purposes.

MR. McGILLIVRAY:  Okay, and just to confirm on this, this large scale peak load demand, I guess forecasting exercise going out 25 years, can you confirm that there are no interim reports or working papers in relation to this process?

MR. SEAL:  I am not familiar -- I am not aware of what's going on with this regional plan.

MR. McGILLIVRAY:  Could you undertake to provide an update on the status of it?  I understand it's ongoing until fall 2019.

MR. STERNBERG:  Yes, I'm pausing for a couple reasons, trying to understand what the specific request is first.

I am not sure what's being requested by way of update.  Perhaps you can clarify that, and we might be able to take that away.

MR. McGILLIVRAY:  Sure.  I think there is an effort that's ongoing in respect of this 25-year load forecast including -- which includes an assessment of different EV deployment scenarios, and that goes back to the Exhibit 2B section E7.4 reference, page 10, lines 9 to 10.  And I think in part A to interrogatory response 2B-DRC-10, Toronto Hydro indicated that the process is ongoing and expected to conclude in fall 2019, I think it says.

So my question would be what is the status of that and if there are any interim reports or working papers in relation to it, could they be produced.

MR. STERNBERG:  We can certainly undertake to provide an update on the status of where that's at.  I don't know whether there are documents or not.  So in respect of the document request part, we will make an inquiry if there are any such documents and if so, consider them and whether they are probative.  But we can certainly provide an update on the status.

MR. McGILLIVRAY:  Great.

MR. MILLAR:  JTC4.24.
UNDERTAKING NO. JTC4.24:  TO PROVIDE A STATUS UPDATE TO THE 25-YEAR LOAD FORECAST INCLUDING ASSESSMENT OF EV DEPLOYMENT SCNEARIOS; TO PROVIDE ANY RELATED REPORTS OR WORKING PAPERS, IF RELEVANT

MR. McGILLIVRAY:  Thank you, those are my questions.

MR. MILLAR:  Thank you, Mr. McGillivray.  Dwayne, was that you just joining us?

MR. QUINN:  Yes, it is, Michael.

MR. MILLAR:  Very good timing on your behalf.  You're up.  Just to let you know, I think Bill may have actually asked some of your questions.  But I think you were in another engagement so you didn't hear.  So it's possible some of the responses you get may be to see what they said to Bill.  But why don't you ask your questions, and we will see where we get.
Examination by Mr. Quinn:


MR. QUINN:  Okay, thank you.  I don't want to take people's time, so will just do this quickly.  Was there an undertaking taken for Bill's inquiry?

MR. MILLAR:  Yeah.  Bill doesn't actually have your questions, and my notes on the undertakings are little more than the numbers, so I am not sure.  You can review the transcript.  But I suggest you just ask your questions and if they say they've already answered it, you'll know.

MR. QUINN:  Okay, I will be quick then.  So if I could ask Exhibit B -- sorry 1B, tab 5, schedule 1, page 5; if you can turn that up and let me know when you have it.

MR. SEAL:  We see that.

MR. QUINN:  Okay.  So I am reading from that page, and it says:
"The utility's forecast of new customers is primarily derived from extrapolation models for each rate class, with the exception of the competitive sector multi-unit residential rate class implemented June 1st, 2013, whose forecast additions are based on market knowledge of suite metering and multi-unit dwelling construction in Toronto Hydro's service area."

I want to ask the question this way: Can you, using the extrapolation similar to that applied to the other rate classes, and tell us what the impact would be on the proposed rate by way of undertaking?

MR. SEAL:  I will start off by saying I don't think that will be appropriate.  Our CSMUR class is very different than our other classes, and the rate of growth of that class in particular has been much greater than other classes in customer numbers.

MR. QUINN:  Okay.  Well, I guess what I would like to ask is if it could be undertaken and the caveats, the appropriate caveats that you want to apply to it, if those could be provided also, we can respect that.

The problem we have is there's a real gap in understanding how you did come up with the numbers.  So I will give you that alternative to consider for a moment, if you want to do it and put on the caveats.

But the other way of doing it is to show us the actual calculation, provide us the data that you used and show us where you applied the judgment.  If you are able to undertake that as a different IR response, that would be sufficient.

We are just trying to understand what the impact -- what has been done and what the impact of the change would be.

MR. SEAL:  So I can explain to you how we come up with the forecast of customers for the competitive sector multi-unit residential, or CSMUR as we like to call it.

MR. QUINN:  By way of undertaking?

MR. SEAL:  I can do it right now verbally.

MR. QUINN:  I would like to see the data also, and to understand the assumptions --


MR. SEAL:  There is no data.

MR. QUINN:  There is no data?

MR. SEAL:  The data is provided in our evidence of our forecast customer numbers.  There is no model for that particular class, which is what I was about to explain.

MR. QUINN:  I don't need a model.  I would just like to ask if you can provide the data, show us what the number would have been, and then what assumptions you made to say no, that wasn't appropriate, we didn't just do a strict extrapolation, we applied our professional judgment in this area and this is the numbers we came up with.

MR. SEAL:  I think what I am trying to explain is we don't have -- we don't do another model.  This class is different enough from the other models that we developed the forecast of customers based on our own information about buildings and suites expected to come on over the forecast period.  There's no model, there's no adjustment to a model that we do.  It's based on professional judgment in this case.

MR. QUINN:  Okay.  Did you look at data?

MR. SEAL:  We certainly looked at historical --


MR. QUINN:  You said your growth rate is different from other classes; I respect that.  So you used some data.  Can you not just provide us the data and say this is the data, this is the slowing trend that we are seeing, and here is how we came up with the numbers?

MR. SEAL:  So historical data for the CSMUR class is included in Exhibit 3, tab 1, schedule 2, specifically on page 3.  And there is a box in that chart.

MR. QUINN:  Okay.  I don't have that up, and I could bring it up, but --


MR. SEAL:  So that has historical growth in the number of CSMUR customers and the forecast growth, and as I have said, what -- we don't have numbers, we don't have a model to develop the forecast, but it's based on professional judgment, based on historical trends, and based on what we know or what we expect to happen going forward with respect to number of buildings and number of units.  I am not sure how can I say more than that.

MR. QUINN:  What was considered in your professional judgment?

MR. SEAL:  The number of buildings and the number of units.

MR. QUINN:  So statistical trend in any way or just throw your thumb up in the air and make a guess?  I am just -- I am trying to discern what process was used to come up with the number, and professional judgment is fairly broad.

MR. SEAL:  Well, so we have a group responsible for our suite meter program who understand the market and they understand the future market.  Those are the professional judgments that we used to come up with the number of customers for the CSMUR class.

MR. QUINN:  Okay.  Well, I am going to consider another approach in this for a subsequent time.  I am going to shift to another area.

Were there any changes in cost allocation methodology that contributed to the projected increases in costs for this competitive sector multi-unit residential rate class?

MR. SEAL:  We applied the Board's cost allocation model for the CSMUR class in the same way that we applied it for the last -- well, since we have had the CSMUR class.  There were no changes in that methodology, and as we were directed initially that we were required to make the revenue-cost ratio for the CSMUR class equal to unity or 1, and therefore the rates are set to achieve that through the cost allocation model.

MR. QUINN:  So the specific answer to my question is there was no changes in cost allocation methodology or assumptions that went into that cost allocation model?

MR. SEAL:  Correct.

MR. QUINN:  Okay.  And there were no -- I just want to make sure I got confirmation on this -- there is no changes in any other rate-making approaches that would be different from what you applied in your previous last development of rates for this current IRM period?

MR. SEAL:  The only other change, and it's not really a change, but the continuation of the Board's policy to fully fix rates for the residential and CSMUR classes --


MR. QUINN:  Right.

MR. SEAL:  -- so 2020 is the last year of that application.

MR. QUINN:  Great.  I understand that part, okay.  All right.  Well, I am sorry that we couldn't come to a better understanding of the professional judgment aspect.  Again, though, I will consider other questions for the future, but those are my questions, Mr. Millar.  Thank you for --


MR. MILLAR:  Thank you, Mr. Quinn.

MR. QUINN:  -- accommodating.

MR. MILLAR:  Is there anyone else who has questions for this panel?  Okay.  Thank you very much, panel.  You are excused with the Board's thanks.
Procedural Matters:


For panel 4 we were going to give undertaking numbers for everyone's questions.  I think what we had decided was each party who has questions will file them in writing and we will mark them all separately.  Is that -- does that sound good to you?

MS. COBAN:  Yeah, if we could mark each party's questions as a separate undertaking, so for example --


MR. MILLAR:  Yes, I think that makes sense.  I am just not actually sure which parties have questions for panel 4.  So why don't we take our break, and then we can get up the new panel and we can canvass the room and find out who is going to be filing questions and then we can give undertaking numbers to those.

MR. STERNBERG:  Sure, yeah, as long as we know who is doing it, even if we don't necessarily have them today, we can assign the --


MR. MILLAR:  Oh, of course.

MR. STERNBERG:  -- numbers, and the other thing I will just add, which I know goes without saying, but I will say it anyway.  We indicated yesterday once we get the questions, because we don't have them yet, to the extent there are any questions we think are not appropriate or we have any objection to, we will indicate that, so the undertaking is subject to that caveat.

MR. MILLAR:  Yes, understood.

Okay, let's break for 20 minutes, thank you.
--- Recess taken at 3:07 p.m.
--- On resuming at 3:37 p.m.

MR. MILLAR:  If everyone can take their seats, we are into the home stretch.  Let's get us out of here early for a Friday.

I just want to deal with some administrative matters as we start.  We were going to give undertaking numbers for the undertakings that will be asked of what was going to be panel 4.  And I have seven parties listed who had questions for that and I have included -- I am not sure if Tom's on the line, but I have included BOMA in that because I saw they did have a time estimate for this panel.  If for whatever reason that's wrong, I guess he just won't file that.

But let's just assign each of these a number.  So JTC4.25 will be Schools, 4.26 will be VECC, 4.27 will be CCC, 28 will be AMPCO, 29 Staff, 30 Energy Probe, and 31 BOMA.
UNDERTAKING NO. JTC4.25:  SEC TECHNICAL CONFERENCE QUESTIONS FOR THESL PANEL 4
UNDERTAKING NO. JTC4.26:  VECC TECHNICAL CONFERENCE QUESTIONS FOR THESL PANEL 4

UNDERTAKING NO. JTC4.27:  CCC TECHNICAL CONFERENCE QUESTIONS FOR THESL PANEL 4

UNDERTAKING NO. JTC4.28:  AMPCO TECHNICAL CONFERENCE QUESTIONS FOR THESL PANEL 4

UNDERTAKING NO. JTC4.29:  BOARD STAFF TECHNICAL CONFERENCE QUESTIONS FOR THESL PANEL 4

UNDERTAKING NO. JTC4.30:  ENERGY PROBE TECHNICAL CONFERENCE QUESTIONS FOR THESL PANEL 4

UNDERTAKING NO. JTC4.31:  BOMA TECHNICAL CONFERENCE QUESTIONS FOR THESL PANEL 4


Have I missed anybody?  Okay.  Are there any other preliminary matters before you introduce your next panel?

MR. STERNBERG:  There may be a couple, but just one on these panel 4, UMS-related undertakings.  I know we have received some in writing.

MR. MILLAR:  Yes.

MR. STERNBERG:  To the extent we haven't, just a timing point, can I ask, are we expecting to receive any remaining questions by end of today, or early next week?

MR. MILLAR:  Can with say Monday?  I am late hesitant for today, but I think Monday should be unreasonable.

MR. STERNBERG:  I am not trying to jam people.  I just didn't know when people were expecting...

MR. MILLAR:  That's a good point.  So let's make it a deadline for Monday, and before that if you can.  Does that work for everybody?

MS. COBAN:  And also, Mr. Millar, before we move on, maybe we could deal with the timing of filing the undertaking responses.

MR. MILLAR:  Yes, thank you.  Maybe you could address when Toronto Hydro hopes to be in a position to answer these few undertakings that have been issued.

MR. STERNBERG:  Sorry, so the proposal -- and again, there's various undertakings we haven't had a chance to fully consider yet.  But having said that, the proposal would be that any undertakings that relate to the proposed responding report from PEG, bearing in mind the timing of that, we'd propose that those undertaking responses be provided within two weeks from today, which would be March 8th, on a best-efforts basis.

But we think that's hopefully doable for any undertakings that fall into that category and I am cognizant in saying that that we don't know whether there will be any further undertakings coming out of the panel that we are about to hear from.

So that's the proposed timing for those.  And for other undertakings, the proposal -- bearing in mind the scope and nature of them, and also mindful of March break plans that effect some people, the proposal would be end of March.  Go ahead, Lawrie.

MR. GLUCK:  With respect to the undertaking responses  that are going to be useful for PEG's evidence, their evidence is due on March 12th, if I remember correctly.  I can open it up, but...

MR. STERNBERG:  I thought it might be the 13th, but you may be right.

MR. GLUCK:  Well, the 12th or 13th, either way, we don't think that's going to be sufficient time for PEG to read those responses and incorporate it in the report they are intending to file within a week of those undertaking responses.

MR. STERNBERG:  Why don't we do this?  Again mindful that panel 5 is about to go, and that may affect what undertakings we are talking about here.

Why don't we do panel 5, and at the end of today before we leave we have a further discussion about that and try to -- once we know the full scope of them, try to sort out timing that hopefully can work for everyone.

MR. GLUCK:  That's great, yes, thank you.

MR. MILLAR:  Okay.  Any other preliminary matters?  Perhaps you could introduce our final panel.

MR. STERNBERG:  Yes, thank you.  So the final panel, panel 5, this is just one member I will introduce him.  It's Mr. Steven Fenrick, who is the main author of the Pacific -- sorry Power System Engineering, PSE, report that's at Exhibit 1B, tab 4, of the application material.

MR. MILLAR:  And he is available?
TORONTO HYDRO-ELECTRIC SYSTEM LIMITED - PANEL 5

Steve Fenrick


MR. STERNBERG:  And he is here.  Mr. Fenrick, can you confirm that you are the main author of the report I have just indicated?

MR. FENRICK:  Yes, that's correct.

MR. MILLAR:  Okay, and we can get straight to questions.  Just to kick things off, in the interests of time, you will recall some of the questions that were asked earlier this morning on behalf of Staff really seemed to fit quite naturally into an undertaking, and undertakings were given for those.

So just in the interests of time, and I discussed this with Ms. Coban over the break, we were hoping -- there were a few more of these for Mr. Fenrick, and rather than taking all the time of reading them into the record just for him to say he will look at it and do his best to answer, or tell us why we can't, we are proposing just to file those in writing, much like the UMS undertakings that were done.

So I propose to give that a number now, if that works for you.

MR. STERNBERG:  Yes, that's a good idea.

MR. MILLAR:  So JTC4.32, and there's going to be some Staff undertakings from Mr. Fenrick.
UNDERTAKING NO. JTC4.32:  BOARD STAFF TECHNICAL CONFERENCE QUESTIONS FOR THESL PANEL 5


MR. STERNBERG:  And just on the timing point so we can take it into account, do you know when we are expected to have those?

MR. MILLAR:  I think they are pretty much ready now.  They could be filed today, but would you like to have Monday, Mr. Ritchie.

MR. RITCHIE:  I think it would probably be best if we take a look at them.  We just got them from our consultant, and we will look at them and we will file them as quickly as we can on Monday.

MR. MILLAR:  If it's helpful, we can have a chit-chat afterwards as well.  We have a general idea of what they are, so if that assists Mr. Fenrick, we are happy to discuss that off line as well.

MR. STERNBERG:  Okay, thank you.

MR. MILLAR:  We do have some live questions as well, so Mr. Ritchie.
Examination by Mr. Ritchie:


MR. RITCHIE:  Okay, thank you, Mr. Millar.  Good afternoon, Mr. Fenrick.  We are making this a frequent event.

MR. FENRICK:  Good to see you again.

MR. RITCHIE:  I am just going to again cut to the chase and really I have got -- I am going to go over two areas and it's on your evidence, and the first one is with respect to 1B-Staff-45.  And of course in this interrogatory, really the questioning that we were having was about the different sort of criteria that were used between the Ontario sample and the U.S. sample.

And I guess really moving to the top of page 4 of the response -- and again, I agree that like heterogeneity and diversity is important.  But I guess also from our consideration and, you know, looking at benchmarking studies that are done in other parts of the application on compensation, the UMS stuff and that, I think sort of some degree of homogeneity, or I will probably say comparability is also a key factor in sort of doing this kind of benchmarking, whether total costs or TFP.  Would you sort of concur?

MR. FENRICK:  I would first say there were not -- I wouldn't classify it as different criteria that we use between Ontario and the U.S.  I would agree that there does need to be some degree of comparability in the sample.  It probably would not be helpful to include, for instance, you know, a number of the small distributors in Ontario when benchmarking Toronto Hydro, just because of the extreme differences between Toronto Hydro and a lot of that sample.

MR. RITCHIE:  Okay.  Do you have a definition of what you would consider to be the small distributors in Ontario?  Is it the 200,000 population or...

MR. FENRICK:  What we used in our study was if the Ontario distributors had a congested urban service territory within the area that they served, that was our definition of what utilities to include from Ontario.  For the U.S., we included all of the investor-owned utilities, which tend to be the larger utilities serving the U.S.

MR. RITCHIE:  Okay.  I'll turn to part -- to the response to part E of that response.  And it's really the last sentence, where you say:

"The PSE sample already is a strong one and provides a robust evaluation of Toronto Hydro's total cost levels."

And I am really wondering what analyses, and in particular quantitative analyses, such as exploratory data analysis, did you conduct in order to come to this conclusion that the sample you have got here is a strong one and for providing a robust evaluation of Toronto Hydro's costs?

MR. FENRICK:  The sample that we have that we used in the study built upon the 2015 application.  You might recall both PSE and PEG put forth a U.S.-only sample in that proceeding.  We've now supplemented that U.S. sample with the six Ontario distributors that have congested urban characteristics, you know, furthering the strength of the sample, because those utilities really are the most comparable to Toronto Hydro.

As far as addressing the question on statistics and robustness, you know, if you look at the R-squared of the model it's .992, which is an extraordinarily strong R-squared statistic.  We have over 1,300 observations in the sample.  We continue to utilize the large U.S. as well as supplemented with the Ontario distributors.  Overall I think this is an extremely strong sample.  We did not expand beyond the six, and we have done no exploratory work beyond the six distributors.  But the sample that we have here is a robust one, both looking at the statistics and the process where we've enhanced from last time addressing that process.

MR. RITCHIE:  I guess I am still having some difficulty just, again, trying to understand from sort of like a statistical or econometric analysis perspective and also, you know, given you are familiar with the Ontario distributors sector and the data that we have, as is PEG, as are really everyone -- probably everyone here in the room.

And again, in terms of, like, narrowing it down to these six distributors, you know -- and, again, like that, there's a lot of other distributors, again, I think, as I was trying to point out, things like Waterloo North Hydro, Energy+, again, they are also part of that whole Kitchener, Waterloo, Cambridge area, you have got an LRT that's going on there.  You've got, again, places like Niagara Falls, part of the Niagara, I guess, Peninsula Energy utility.

Again, a lot of history in terms of, I guess, energizing or development of the distribution network occurred in a similar time line as places like Toronto.  So there would also be a lot of commonality, I think, in a lot of other distributors.  I am not saying including all of them, but it's almost wondering, like, why wasn't an augmented U.S. plus an augmented Ontario sample considered?  Because I think some of these utilities would also be more comparable than some of the utilities that are in the U.S. sample.

MR. FENRICK:  Mr. Ritchie, you might recall during the last application, the 2015 application, we put forth a U.S. plus Ontario data set and model, as well as a U.S.-only model, and then staff consultant Pacific Economics Group put forth a U.S.-only model, and much of the discussion centred around that U.S.-only model.

Given that experience in addressing the Board decision where they brought up three key areas that were differences between PEG and PSE, the U.S. sample was never -- was not brought up in that decision as a three -- as one of the three main areas.

So we started with the U.S.-only focus in this.  And then we supplemented with the most comparable utilities, which were those with the congested urban characteristics.  It's my opinion it would be essentially a waste of time and resources to expand that sample further.  We have to gather all of that, all the variable data that have -- you know, that are put into all the models with the four station and the GIS information, as well as input prices and those types of items.

So when benchmarking Toronto Hydro, I believe that would be essentially a waste of time and resources.  We already have a very strong model.  We have included the most comparable distributors in Ontario.  We have built upon the process from 2015, and so I don't think that would be a very useful or a wise use of resources.

MR. RITCHIE:  But you have also included in your data set an Ontario-only binary variable, which is, again, supposedly capturing a whole host of factors which somehow differentiate the Ontario distributors from the U.S. firms.  And again, it can be for all sorts of reasons, accounting, tax, again, regulatory requirements, just the history, and, again, you have also got a wide difference in the operating environments, especially of the U.S. firms, relative to the seven Ontario distributors that you have included.

So, again, like, in one sense you're including the Ontario distributors, but you are sort of like almost trying to hide all of that just through this one simple binary variable.

MR. FENRICK:  There's nothing being hidden.

MR. RITCHIE:  Well, you are not accounting for explicit differences between the Ontario distributors and the Ontario distributors.

MR. FENRICK:  Do you have a suggestion on how that would be done?

MR. RITCHIE:  Well, again, in one sense, like, if you had an, especially a larger Ontario data set, and again, like some of these other utilities that would be maybe a bit more diverse than Toronto Hydro, that would also provide information on what are some of the cost driver factors, you know.  And so there wouldn't need to be as much reliance just on a simple binary indicator variable.

MR. FENRICK:  I don't believe that would be true.  Those differences between Ontario and the U.S. would still persist regardless of the sample of Ontario distributors.

MR. RITCHIE:  But you don't know what are all of the -- what's being captured in that variable.

MR. FENRICK:  Our knowledge wouldn't expand if we had more distributors.  We wouldn't -- we wouldn't be able -- I wouldn't be able to answer that question of what the explicit differences are and how to capture that with variables if we included all 70 Ontario distributors or whatever the number is.  We would still -- there would still be numerous and unknown differences between Ontario and U.S. as far as operating an electric distribution system.

MR. RITCHIE:  But the Ontario data set in itself would also be diverse and, again, it would have variables or values for the various variables, and again, if you had a model that had both of the data sets, you would expect that the model parameters would pick up the contribution for the various factors.  So in fact, you might get more explanation with a larger data set of Ontario and U.S. utilities.

MR. FENRICK:  I would disagree with that when benchmarking Toronto Hydro.  We started your line of questioning talking about the necessary comparability of data into the data set.

Most of the Ontario distributors that we are talking about here, Toronto Hydro is over twenty times as large when measured by customers as those distributors.  That is not going to add anything to the parameter values and estimates in the model.  In fact, it would likely detract from an accurate benchmarking of Toronto Hydro.

MR. RITCHIE:  Okay, I will move on.  My next and last area of questioning is about 1B-Staff-46, and this was about the percent E variable, which was the percentage of a utility's customers that are electricity customers out of the total of, I guess, electricity and natural gas.

And in your model, you have included it as percent E and also quadratic term of percent E-squared.

MR. FENRICK:  Correct.

MR. RITCHIE:  And for the estimated coefficients for both of those are significant and positive?

MR. FENRICK:  That's correct.

MR. RITCHIE:  Okay.  I am trying to, I guess, understand -- I can understand the concept of the opportunities due to economies of scope for a utility that serves both natural gas and electricity, although in some cases, some of these may be a bit more limited.

I am not as involved in the natural gas, but I don't imagine that the natural gas utilities use bucket trucks quite as much as do electricity distributors.  So, you know, there may be some limits.

But in the way that you have put the parameter and the quadratic term in the model, it's actually sort of saying that for a distributor that has a percent E variable of 30 percent say, .3, percentage E-squared would be .09.  And if I contrast that against the value for a distributor that has 60 percent electricity customers out of the total, percent E is .6, the percent E-squared is .36.

And this is actually going to say that in the predictive model, all else being equal, when you multiply the values times the coefficient, the electricity utility cost performance where it serves 60 percent electricity customers would be -- they would be higher cost relative to a utility that serves 30 percent, again all else being equal.

MR. FENRICK:  All else being equal, yes, that would be right due to the positive coefficient value.

MR. RITCHIE:  But I would that really from an operational or almost a cost production perspective, this is almost a binary kind of a situation where if a utility, if it's got these -- if it's got more than one line of business and it can get some economies of scope, whether the customer base of the one is 20, 30, 60 percent; really doesn't matter.

If they use it for billing systems, it's sort of like you still have to have the same functionality, you're still -- your billing and collections people, your call centres, approach -- you know, like there's a lot of things.  And of course like since the costs you dealing with here I believe are just on an electricity basis only, any corporate cost allocation has already been taken account of.

MR. FENRICK:  If I understand what you are saying, you are basically saying the percentage value shouldn't matter. It's just whether there is a natural gas function or not, is that correct?

MR. RITCHIE:  That's correct.

MR. FENRICK:  I think where it does matter is to the percent that you are serving both electric and gas customers and those are the same customers, that's going to lower the cost for the electric utility, number one for the economies of scope as you mentioned, but also just serving the same customers with both electricity and natural gas.

For instance, a few years ago, I was a customer of Madison Gas and Electric, which is found in the sample here, and so I got both my electric and gas bill in one consolidated bill.  That's likely a cost savings for that utility, to be able to bill customers both for electricity and natural gas and have, you know, customer service and all those things that you mention serving those same customers is likely to be a cost savings.

And the natural gas service territories in the United States don't exactly match the electric service territories. There's differences in there, so there's -- you know, one utility might serve -- all of its electric customers might have natural gas, so then 50 percent would be the value.

But maybe there's other utilities that only a portion of their service territory is both natural gas and electric customers, and there they are not going to have the cost saving opportunities relative to the utility that is serving all of the customers with both functions. Does that help?

MR. RITCHIE:  Again, yeah, we can take it now -- I will just sort of conclude on this one.  So also with the way that this works, again because Toronto Hydro and the other Ontario distributors and some of the U.S. utilities are also electricity distribution only, they don't have natural gas, in that case percentage E and percentage E-squared will both be a value of 1.

So in fact, like the positive values of the coefficients add on to, and actually distribution only utilities will show up from the predictive model as being higher cost, all else being equal.

MR. FENRICK:  That's correct, because they don't have the opportunity for the economies of scope and the customer service that we just discussed.

MR. RITCHIE:  And then so that the predictive value is basically maximized.  So, in fact, like relative to what the real value is, the distribution-only utility real value will either be sort of like, look, less worse off relative to the predictive value, or much better than the predictive value if it's lower than it.

MR. FENRICK:  I guess I don't understand the question.

MR. RITCHIE:  Well, basically the cost benchmarking you are doing, at the end you will be predicting the value of Toronto Hydro, given all of its parameters based on the estimated model coefficients?

MR. FENRICK:  Yes, that's correct.

MR. RITCHIE:  And in this case, because percent E is 100 percent and percent E-squared is also going to be 1, the contribution of these two coefficients is at its highest value.

So, you know, the model -- like I don't understand the quadratic, the non-linear relationship, and in fact this actually maximizes the predicted costs for the utility and so the utility's actual performance will be sort of like look better relative to the predictive model, if it's a distribution-only utility, all else being equal.

MR. FENRICK:  But it will also not have the available economies of scope and the cost saving opportunities that are available to the other utilities that are combo utilities.  And if we look at -- I mean, the data in the econometric model is estimating what that cost contribution would be, and those are highly significant T statistics at, you know, 99.99 percent confidence level, and so it would be a disservice and inaccurate model to not include those cost-driving variables.

MR. RITCHIE:  Okay.  I guess we will leave it, because the big thing is that it also doesn't seem sensible to me as to why this relationship is in a quadratic format for this particular parameter.

Okay.  That's the end of my questions.

MR. MILLAR:  Thank you, Mr. Ritchie.

Mr. Hovde, are you on the line?

MR. HOVDE:  Yes, I am.

MR. MILLAR:  Okay.  Please go ahead.  Again I remind you to speak right into your phone and as loudly as you can.

MR. HOVDE:  Okay.  I will do that.  Is this volume okay?

MR. MILLAR:  Yes.
Examination by Mr. Hovde:

MR. HOVDE:  Okay, good.  Before I get started, I do have a number of questions that we are going to do via undertaking, and for Mr. Fenrick's benefit I just thought I would rattle off the IR numbers for those that I am proposing to give to him.

MR. MILLAR:  Mr. Hovde, we actually -- you may not have been on the line.  We have already dealt with those, so we are going to simply file those questions in writing, so there is no need to read them now.

MR. HOVDE:  Okay.  Yeah, I wasn't going to read them.  I was just going to read off the numbers of them.  We can skip that.  I just wanted to give him just a brief preface that will help him understand what we are looking for on a few of those questions.

MR. MILLAR:  Go ahead.

MR. HOVDE:  And, well, Mr. Fenrick, what we're -- one of the things we are wrestling with in a couple of these questions is that we are having problems replicating the standard errors that are coming out of your models using our software, and I know you're using different software from us, and what we are trying to do is we are just trying to get some guidance about either one of two things to help us -- to help us grapple with this.

The first is that if you are using something like EV software or something, if you could tell us what the software -- the choices you made about estimation, you know, estimation choices or what menu options or something that you selected that you actually used to produce the model.

Then maybe we could cross-reference it with the documentation to figure out what estimation procedure goes with it, or conversely, if you could just tell us what estimation procedures are being used, that would help too.  But I wouldn't necessarily, you know, ask you to go ahead and dig in and try to find out what estimation software -- estimation procedure the software is doing, if you just told us the menu options, that would be sufficient for our needs, but I just wanted to let you know we are having problems getting some of the standard errors right -- I mean, sorry, reconciled, and we just need a little help in dealing with that in some of these questions.

The main questions that I have have to do with the working papers that you provided.  And the bulk of the questions are going to have to do with the -- with this new congested urban variable that you've constructed.  They are going to be -- the questions are going to be in kind of four broad areas.

The first area I am going to talk about is just the software and some specific questions about that.  Another section we will talk about the criteria used to decide what was congested urban, what isn't.  And then I would like to talk a little bit about, you know, some specific examples of some, you know, geography that we have in common, namely, Madison, Wisconsin, to try and give us a better idea of how you made decisions about what was urban and what wasn't, and then just another set of questions having to do with the results and the specification of the model using this variable.

For the first set of questions about the software I guess what I am looking to know is, you know, what kind of software did you use, was it freely available, and whether or not the data that you provided could be plugged into some other freely available software or whatever you happen to know about that.

MR. FENRICK:  Mr. Hovde, regarding the software, we used GIS service territory maps provided by Platts for the service territories of the utilities.

MR. HOVDE:  Is that for the SNL product, or is that different?

MR. FENRICK:  It's not from SNL, it's directly from Platts.  They have available geographic information services, GIS information, on electric utility service territories, and we use that combined with Google Earth, where we did an aerial imagery examination block by block for all cities above 200,000 in population that were contained in the sample.

And so that was the -- essentially the two main software.  Google Earth, I believe, is publicly available, and the Platts can be purchased.

MR. HOVDE:  Okay.  And then the -- as far as the polygons that you provided, do you know, is that data -- is that like standardized data, like something that can be pulled into any program, or is that something specific to the software you actually used?

MR. FENRICK:  The polygons come from -- are you talking about on the service territory maps or the congested urban designations?

MR. HOVDE:  Both, I guess.

MR. FENRICK:  The polygons for the service territories, those come directly from -- that's the Platts data that provides that information.  The congested urban variable, that was a process looking at the aerial imagery from Google Earth and manually determining those areas that were designated as congested urban.

MR. HOVDE:  I see.  So you got the first one and then you constructed the second one then.

MR. FENRICK:  Exactly, yes.

MR. HOVDE:  Okay.  Good.  Now, as far as the criteria that you used to decide what was congested urban, you had some notes in a footnote and there was, you know, a description about it.  You talked about buildings that are over seven storeys tall.  And I was just wondering, one, how did you know the height of the buildings, and was there a particular reason why you chose seven storeys versus six or eight or how did that work?

MR. FENRICK:  Regarding the first question, the how we knew the size of the buildings was through a block-by-block aerial examination.  So we had a number of people -- it was a very intensive effort to gather this variable.  We had a number of people going through the aerial imagery and essentially counting up storeys of buildings and where there was a concentration of seven-storey buildings and higher we designated that as congested urban.  That definition came from our engineering experts where -- at that point is where our engineering experts believed was a good cut-off of when costs would really drastically increase for a distributor, given the subterranean civil infrastructure that would need to be constructed, you know, putting lines underground, encasing concrete in vaults, and all the equipment that goes into, you know, putting lines in extremely dense urban territory.  That is going to drastically increase costs, and that was the cut-off that our engineers designated as when costs would increase substantially.

MR. HOVDE:  Okay.  Was that the answer to the seven-storey question or was that more just about the definition of the area?

MR. FENRICK:  Mr. Hovde, I had trouble hearing you.

MR. HOVDE:  Oh, I am sorry.  One of the questions about the seven storeys, was that -- was that decision made on the basis of the engineering expertise also as well as what is considered congested?

MR. FENRICK:  Yes, the seven storeys was designated.  I should add, you know, we designated that ahead of time.  It's not like -- we didn't collect five storeys and six storeys, we designated that definition ahead of time, that seven storeys, before we went and gathered the data.

MR. HOVDE:  Okay.  Okay.  And then when you said
you -- it was an aerial examination, I mean, when I looked at some of this stuff I kind of noticed lots of times I was looking at the top of the building and, you know, didn't -- couldn't always tell how tall the building was.  Was there just a way to kind of get a little bit of a side angle on or something so you could count the storeys or something?  I am just wondering how you went about that.

MR. FENRICK:  It's my understanding that the software, the Google Earth software that Mr. Sonju and his team used does provide the side view.  I have seen the maps, and it's pretty amazing, actually, what most cities have as far as aerial imagery, where you can go at the street level and essentially look up at the buildings, and they went block by block with that mapping.

MR. HOVDE:  Okay, that's right.  I was looking at Google Maps not Google Earth, so yeah, I can see that.

So you said you went block by block.  So let's talk about Madison, Wisconsin, for a minute.  I kind of looked at Madison, I looked at Milwaukee, I looked at the areas you identified and broadly speaking, they do seem to roughly correspond to areas with seven-storey buildings.

And then what I did was when I kind of looked around there a little bit, I kind of noticed some things that prompted me ask a couple questions, and the first one was regarding concentration.

Did you have kind of a criteria about how many seven-storey-plus buildings had to be in a particular area before you considered it congested?

MR. FENRICK:  That was the judgment of the engineers, whether the area was concentrated to merit inclusion into the congested urban variable.

MR. HOVDE:  And for an example, and if you go to Madison and you look around the Hilldale Shopping Center area, you can find plenty of seven storey buildings out there.  Like they've got the big state office building, and the building I use to work in, which was 13-storey, something like, that office building.  But yet it wasn't even congested there.  I am not even suggesting it was congested, but there's times in which you could have like a 7-storey building, and then you could have like a parking lot or something.

So I am just wondering -- and that kind of gets at the issue of, you know, what's the criteria.  It can't just be 7-storey buildings, I wouldn't think, but it has to be them all kind of put together and at what point do you kind of make a decision.

So I guess the question would be, you know, hey, would something like a surface parking lot be kind of a disqualifier for being a congested area with the logic that if you've got enough room to have a surface parking lot, then you certainly have enough room not to have to bury a lot of your electric equipment.

I am just wondering how you may have approached that.  It's just another engineering thing.

MR. FENRICK:  These were decisions made by the engineers.  There did need to be a concentration of the buildings.  For instance, the building you talked -- you used to work at, the Pi-R-squared building, I believe it was called.

MR. HOVDE:  Right.

MR. FENRICK:  That's essentially isolated -- an isolated 13-storey building and it doesn't have buildings surrounding it, which would necessitate, you know, the added substantial costs of the congested urban variable.

MR. HOVDE:  Okay.  Then there's another area on EW campus that has kind of a cluster of buildings, a lot of them tall, and it does seem to be a little more like a place you are not going to find a lot of surface parking, or anything like that.  I am talking about like Van Hise, Van Vleck, Sterling, Chamberlain, all kind of that area right behind Bascom Hall.  And that seemed to me like an area that kind of has the flavour of kind of a congested area.  But it's not really extended; it's got a little more smaller a footprint than perhaps downtown Madison.

And I am just wondering if there's a -- could you have like a mini-cluster of buildings at which you have like -- you know, it's congested, where it would be it kind of like a smaller area which you would add to the variable, sort of like how you did it Toronto service territory.  You had the downtown area, and then you had I think it was the midtown area, you kind of had another little cluster of buildings out there, too.

And I am just wondering how much effort might have been put in trying to kind of identifying these smaller areas that would try and meet the criteria if it was in a bigger area.

MR. FENRICK:  Yes, a small cluster could be included
-- I think in the example you provided.  I was a student a long time ago at the University of Wisconsin campus, so you are bringing back good memories.

 But there is a lot of green space along that area as well, and so that was not designated as congested urban.  But there would be small pockets of concentration, and we did go block by block.

I would add we also did a sensitivity analysis on this.  If we did miss small parts of cities, the results would essentially be the same.  The results are not sensitive to if we included all of the small little pockets.  You know, that would have a very small impact on the variable and our sensitivity analysis essentially showed Toronto Hydro's results would be unchanged.

MR. HOVDE:  One more example just around the Cole Center.  Here is an example.  I believe this is part of your congested triangle, and here is a case in which you've got -- you know, it's kind of a congested area.  It's got dorms across the street.  There is some open area in front of the Cole Center.  But what I kind of noticed is that there was a an open-air substation adjacent to the Cole Center, and that just -- in my mind, that just seemed to me that it was -- you know, if the goal of this is to measure -- you know, having to stick stuff underground then kind of the existence of kind of major electrical substation, you know, in what was a congested urban area in a way might be kind of an invalidating circumstance.

And I was just wonder, you know, were there any criteria  -- it kind of goes back to what criteria might be -- would you kind of see as kind of a red flag and say, well, it can't be that congested because there's a parking lot, or there's a substation, or something like that.

And once again, I think you have already answered a lot of this about -- that it's kind of engineering expertise and I think what I might ask for is could you --maybe if there could be an undertaking to take back to somebody with the engineering expertise and who did this, just to ask them in general and maybe a brief description of kind of how they approached some of these decisions, just to give us a little flavour for how the thing is put together.  That might be helpful, if that's acceptable.

MR. FENRICK:  Mr. Hovde, beyond what we provide in the PSE report on page 31 and 32, how would you suggest we expand that?

MR. HOVDE:  I was just thinking you might have -- like we just had a discussion about, you know, what -- like I was kind of asking, hey, what do you mean by concentration and maybe your engineering people could come up with a paragraph based on talking about, you know, what did you mean -- here is what you meant by concentration, you know, it, about something like a surface parking lot or something else that might, you know, present -- might suggest that it isn't dense, then you might be able to say there's a criteria to deal with that.  Or if there's you know the little behind Bascom Hill example that I had.

Here is a very small cluster of tall buildings that if it was bigger would be classified as congestion urban.  I mean, is there kind of like a size cut-off or something where it's got to be five adjacent blocks or something before it's even considered.

Just something to kind of give us an idea what the criteria was.  Or if it's just the fact that you just you kind of went, like you said, block by block and maybe it's just an eyeball test.  All we are really looking for here is just kind of an idea of what actually was done to classify this stuff and, you know, for the most part of thought it was -- you know, I thought, for the most part it seemed to correspond to, you know, what someone -- what somebody might think an urban, a congested urban area would be, but there's just these other little examples hanging out there that I just would like to get a better idea of how you dealt with it.

MR. STERNBERG:  Perhaps I might --


MR. HOVDE:  So no more data, just a description of what was done, criteria and that sort of thing.

MR. STERNBERG:  Perhaps I might suggest, to keep things moving, that we ask Mr. Fenrick, by way of undertaking, to go back to the engineers and to the extent they have anything to add what's in the report and beyond what Mr. Fenrick has said today about the criterion, for the congested urban and how it was determined or how the task was approached, that we would provide that additional information by undertaking response.

MR. MILLAR:  Okay, thank you let's do that, JTC4.33.
UNDERTAKING NO. JTC4.33:  TO CONSULT WITH ENGINEERS TO SEE IF THEY HAVE ANYTHING TO ADD TO THE CONTENTS OF THE REPORT ABOUT THE CRITERION FOR THE CONGESTED URBAN AND HOW IT WAS DETERMINED, OR HOW THE TASK WAS APPROACHED, AND IF SO TO PROVIDE THAT ADDITIONAL INFORMATION.


MR. HOVDE:  Okay.  Then the -- as far as like the values that were that were given or calculated for the -- one more question about the -- about just -- in general, for an ideal urban congestion variable, we were wondering about the -- kind of expressed this thing as a ratio of land area, you know, you have a ratio of congested area to non-congested area.  And we were thinking that if we were going to invent an ideal version of this, and maybe it couldn't be done by use of the data you had available to you, but wouldn't an ideal version of this reflect the area with the tall building, or the area in which the grid must be laid under the streets and not by direct buried?

Now, what I mean by direct buried is if you are undergrounding stuff in a green field space, and you are building a subdivision or something, you have got underground lines there.  But those really aren't that expensive, you know, to put in relative to what you have in a congested urban area.  And so the, so I what I am saying is that, you know, if you were really trying to get this right, where you just -- wouldn't you want to just want to get it where the,  you know, just identify those areas in which you have got to really lay it under the streets.

MR. FENRICK:  That's -- what we have done is the ideal approach, in that our engineers have examined when costs are expected to drastically increase when serving the congested urban area.  And so doing that engineering analysis, that point, you know, how we have constructed that variable is the ideal approach, in my opinion.

MR. HOVDE:  Now, the value that you had for this variable for Toronto Hydro was 1.88 percent, which was the second highest among all sampled companies.  I think you presented that in a table.

And then you have got another company like Commonwealth Edison, which serves Chicago, which serves the largest congested area in the sample, had a much lower ratio, at only .05 percent, and I'm just wondering, was there a particular reason why you choose to measure -- to specify this variable against the ratio of a congested area to total area?

MR. FENRICK:  The ratio or the percentage expresses the percent of territory that the utility needs to service, you know, at this higher cost level.  To the extent that a utility is serving a higher concentration, you would expect those costs to be higher, you know, relative to a utility that, you know, for instance, Commonwealth Edison, that serves -- yes, it serves Chicago, but then it also serves a huge swath of northern Illinois, and that's a much lower cost service territory.

MR. HOVDE:  Well, the reason why I mention that is because just from a mechanical standpoint that if you really believed that, you know, the ratio was the most important thing, then, you know, then what Toronto Hydro hypothetically should do to really get their costs down would be to buy a bunch of farms someplace, you know, just buy a bunch of empty land, and then they can lower that value, and then it wouldn't cost them as much, according to their model, and just, to me that seemed like a little bit counterintuitive that the percentage of area is what really mattered, and what we were thinking is did you try anything where -- you know, were you just trying to look at the -- I don't know, just, you know, don't even take the ratio, just put in the -- you know, just put an enumerator, as in just the -- you know, how many kilometres congested do you serve, as opposed to the ratio, or alternatively, how many uncongested -- you know, how many uncongested square kilometres do you serve, and then just expect a sign out of the model.  Did you try either of those?

MR. FENRICK:  No, we did not.  I would say in your hypothetical there's not farm land that Toronto Hydro can expand to essentially because it's surrounded by, you know, suburban -- you know, the city itself is surrounded by suburban area and the service territory is set not necessarily by Toronto Hydro but, you know, it's essentially given to the managers.  And so, you know, they can't go and buy farm land, they have to contain costs and have their cost levels based on what the service territory actually is.

And given that Commonwealth Edison, you know, in Chicago has a bunch of service territory that is much lower cost than Toronto Hydro's service territory, you know, there's a lot of customers in that service territory.  It's not just farm land, it's suburban, which is the least costly to serve.

And so if you just did the land area you would say Commonwealth Edison's service territory is the same as Toronto Hydro, and that's not the case.  Commonwealth Edison has a lot easier service territory conditions, you know, relative to the congested urban variable than Toronto Hydro.  And so that would be a disservice to utilities like Toronto Hydro, which is an outlier in its urban characteristics.  It serves a highly urban area, and that's essentially what it has.  It doesn't have a whole bunch of farm land and suburban areas.  It serves a highly concentrated congested urban service territory, and that factor or variable needs to be adjusted for, and Consolidated Edison, and New York City is the same situation.  It doesn't have the low-cost areas it serves, it has a much higher proportion of the high-cost areas, and that's going to drive up costs to the utility.

MR. HOVDE:  Just one other question about the -- about choosing the ratio.  You know, if you had -- this doesn't exist.  I know you -- you know as well as I do that you try to find things that are correlated with other things in order to try and get a measure, given effect, you know, with what you are given, which are available to you, but would you agree with the statement that, you know, if you had the data on the share of facilities that are located in congested areas, wouldn't that be a better metric to kind of get at kind of the cost of the, you know, the -- what it cost to serve really congested urban areas, as opposed to just the area?  In other words, it's really the facilities that's driving the cost, and, you know, it's really kind of how many facility you have to stick in a small area that really matters.

MR. FENRICK:  I agree it's the infrastructure that the utility needs to invest in to serve these types of areas.  I would disagree that that would be a proper variable to insert into the econometric benchmarking model, simply because the facilities, those aren't external.  You know, those are -- those are decision variables that management makes.  And when constructing a total cost econometric model you want to use external variables that are essentially outside the control of the utility.

And so, you know, if you looked at facilities, for instance, in an inefficient firm that had a whole bunch of facilities in a congested urban area, that might -- you know, that would give them credit for being inefficient, and that would be an improper way to go about it.

MR. HOVDE:  Okay.  Let's move on to this interaction term you have with the percentage underground and the congested urban.  The first question for you is, what are the precedents that you know of for adding a kind of quadratic version of a Z variable interaction into a cross model?  Do you have any process where you just kind of try something and saw if it was significant?

MR. FENRICK:  Sorry, Mr. Hovde, what was the last part of the question?  I couldn't hear you.

MR. HOVDE:  Well, it was just, I mean, I was just looking for what -- what precedent, or what was the theory behind including the quadratic term to the cost model?

MR. FENRICK:  The quadratic term on the congested urban?

MR. HOVDE:  Yeah, the underground percentage times the congested urban.

MR. FENRICK:  Okay.  The interaction?

MR. HOVDE:  Yes, exactly.

MR. FENRICK:  The theory behind it is underground
in -- lines in a congested urban territory are going to be far more costly than in a non-congested urban territory such as a suburb or farm land.  You know, farm land and even in some cases suburban you can direct bury lines, and so the costs are going to be drastically different than, you know, if we look at the window here at the OEB, you know, we see building after building and high rise after high rise, and it's going to be drastically more expensive to underground power lines in that atmosphere than, you know, on a farm land where you can put them directly into the ground.

And so if we did not have that interaction term it would blend the cost impacts from the farm land to the, you know, putting this infrastructure underground under, you know, 20-storey buildings.  And those costs are not comparable whatsoever.

And so if we did not have this interaction it would blend those together.  By having that interaction term it allows us to disaggregate the undergrounding costs of congested urban relative to undergrounding costs of non-congested urban service territories.

MR. HOVDE:  Yeah, that's to be my next question about the percentage underground.  I mean, this is going to be the percentage underground for the entire company, and the thing is that that's going to be a mix of undergrounding in the less expensive areas in which you could bury lines and the areas in which, you know, you are either burying or reburying lines in a congested area.

And, you know, even in the Toronto service territory we are only talking about, what, you know, 2 percent of the area is congested and therefore high-cost.  But I am guessing that, you know, that that 2 percent, the percentage underground isn't all in that 2 percent area, and therefore you are kind of conflating, at least as far as I can tell, by multiplying kind of the percentage underground of both the expensive area and the easy to bury area with the congested urban part of it, and it just seems to me that there just isn't -- I can't see a good way to kind of separate the underground and try to find out what is being undergrounded in the expensive areas and what is being undergrounded in congested areas.

I am just wondering how you may have dealt with that, or if you agree with that analysis.

MR. FENRICK:  I'd say the approach we took is the best way to account for that.

MR. HOVDE:  And then, let's see-- and so is it fair to say that you don't know how much of the undergrounding reflect the UG variable is taking place in the city or part of the service territory?

MR. FENRICK:  Right, there's no way to disaggregate to get that information.

MR. HOVDE:  Okay.  And I just got some -- it's my last set of questions. I just wanted to talk about the robustness of the model in general.

You know as well as I do that you end up going to press with model, and you try and have a model that is generally representative of what you think the performance of the company is.

And then -- so what I want to know is I just want to explore a little bit of the robustness of the results of this particular model relative to some other alternatives that you may have considered.  And I am not asking you to produce a bunch of other alternate runs, or anything else like that.

But I guess the first question that I have for you is that, you know, when you are kind of exploring and trying to find a good model -- was this the only specification work, or were there kind of other specifications that existed?

MR. FENRICK:  The model that we presented was the best model.  We did, along the course of the research, have looked at other estimates and models and we came on this one as the best performing model as far as, you know, looking at the engineering theory and does it align with the engineering theory, do the variables come in statistically significant, do they align with that a priori engineering theory, and those types of examinations.

But we certainly did try other -- I believe SEC had a question on what other variables we tried and did not ultimately use, and we -- so we did insert those variables to see if they would improve the model or enhance the model from what we presented, and they either did not come in is statistically significant, they had the wrong sign, or we didn't have the full data availability on them

MR. HOVDE:  Right, yeah, that's what I was expecting, that you end up picking the model that you thought was the best model and then the company got a result out of that model as opposed to model that was best for the company, yeah --


MR. FENRICK:  That obviously would not be the best approach.

MR. HOVDE:  Exactly right, yeah.  Now alternatively, the there's another -- how do I put this?  Let's say you have a bunch of -- you have a bunch of different models and That, you know, that are tending to work.  They kind of come in and so forth, and you are trying to choose amongst them.

Now, is it fair to say that the results of the alternatives models for the company were kind of like, you know, in the same area performance-wise as you were getting in this particular model.  In other words -- I can't remember what did you get for -- you know, you're showing the company at, you know, minus 20, 30 percent or something like that.  And I could see you might have alternate models at minus 15, maybe one comes in minus 40, something like that hypothetically.  Was that the spirit of it, or were you getting like -- kind of like a wide variety of results depending on how you specified the model?

MR. FENRICK:  I generally make it a practice not to look at the results for the company when determining the best model.  I think that the better approach is to put together the best model that you can with cost consistency, a priori engineering theory, looking at all those things ahead of time -- for instance the congested urban, setting that definition before we look at results.

That is the better approach and the one that we take.  Now, we did look at other results after, you know, when you -- for instance in the interrogatories, we looked at, you know, if you take out the pensions and benefits from the cost definition, what does that do to the result.  And we saw that it was a -- it didn't change in a meaningful way.

We added the density variable in an interrogatory response, and again that did not have a meaningfully different result for Toronto Hydro.  So we have looked at those.

But when putting together the model and deciding upon the model, I get the best model we can and then we look at the result.

MR. HOVDE:  Okay.  And then I just want to talk a little bit about robustness, and what I mean by robust is I mean robust, you know, as regards to the performance of the -- you know, the performance of the company.  So we are talking -- you are presenting numbers like --


MR. MILLAR:  Mr. Hovde, we lost you there for a second.  Could you repeat the question?

And I do want to comment.  We are getting very near the end of our time for today, so do I understand this your last area?

MR. HOVDE:  This is my last question -- my last area, yes.

MR. MILLAR:  Okay, go ahead.

MR. HOVDE:  As far as the robustness, in terms of range -- and maybe you don't know the answer to this question, okay.  But one of the things we are going to look at in robustness of the model with respect to inclusion of other variables, how you specify it, these cross product terms, you know, what happens if you throw a company in or out.

And what I was -- wanted to ask you is did you do some of -- did you do the sort of analysis to kind of check to make sure that, you know, hey, I am going to go forward and I am going to report minus 20, 30 percent or something for my client, and I want to make sure that, you know, that you know, hey, if I do this a little bit differently, I still get the same result.

And I am just wondering did you do any of that sort of analysis to try to -- to try to kind of check the robustness of the model -- sorry, the robustness of the results you were getting for your client with respect to, you know, changing the variables, changing the cross product terms, throwing out a company or so, just to make sure that it seems to kind of centre around the result you are reporting?

MR. FENRICK:  As I recall, we did do a couple of examinations.  As we did the research, we started with the U.S.-only sample to address the 2015 process, and we had a result -- kind of had a final model, if you will, for the U.S. sample, and then we expanded into the Ontario distributors for the congested, urban because we had time before the deadline, if you will, the research deadline.

And so then we did that expansion.  So we saw that result and the result was essentially -- I think for the client adding the Ontario distributors actually made it worse a little bit, but not by a lot.

We also did an examination, just because of the importance of the congested urban variable and how -- you know, that's a new variable.  We put a lot of effort into analyzing and collecting that variable.  So we did do a sensitivity examination on, you know, what would the result be for Toronto Hydro if we, you know, changed the values by -- you know, if we increased the values by 5 percent for the sample, you know, what would the result -- would that meaningfully change the result.  And we found that it did not, it was still -- obviously it changed a little bit, but not in a meaningful way, not in a way that changed any recommendations for the stretch factor and those types of things.

So those are the type of sensitivity evaluations that we conducted.

MR. HOVDE:  And then just two questions about the ultimate specifications -- and I apologize if I asked you this in the course of my other questions.

But did you ever try just congested area in the model instead of the percentage congested?

MR. FENRICK:  You mean without the percentages, just put the square KM in?

MR. HOVDE:  Yeah, just stick that in, yeah, instead of the percent in.

MR. FENRICK:  I don't believe we did, I believe we started with the theory that the percentage should be the variable.

MR. HOVDE:  Okay, and then did you do anything like congested area for customer as a variant on that?

MR. FENRICK:  No.

MR. HOVDE:  Okay, great.  Thank you for your responses and that completes my questions.

MR. MILLAR:  Great, thank you, Mr. Hovde. Mr. Ladanyi?
Examination by Mr. Ladanyi:


MR. LADANYI:  Thank you, Mr. Millar.  I want to follow up with something that I asked this morning and had to with the response to 1B-EP-2.  And if you look at table 1, it has to do with total cost per customer.

And what we discussed this morning -- we found out that Toronto Hydro changed the measure in 2015 that shows that accounts for the discontinuity between the 2015 and 2016 numbers.  You can see that both in EDS and also in PSE evidence.

And my question is only does this affect in any way your total cost calculation, or did you normalize this out?

MR. FENRICK:  I am not familiar with this table.  This isn't part of my evidence.

MR. LADANYI:  I understand that.

MR. FENRICK:  This is the first time I have seen this.  Maybe you could describe what the difference is?

MR. LADANYI:  Well, the difference was that they -- they actually changed the kilometres by taking different kilometres of lines into account, and that changed, of course, the total cost per kilometre in 2015.  That's why the period right before 2015 is different.  I mean, this is their evidence.  I am just paraphrasing what I heard this morning.

MR. FENRICK:  So the KM of line does not enter into the PSE model, so it would have no impact on our results.

MR. LADANYI:  It would have no impact.

Okay.  And if you could turn to Energy Probe 11,
1B-EP-11.  Based on the results -- and I won't go through all the numbers, because Roger Higgin did this, but he is unfortunately not here today and we are running out of time.  I just want to know the results.  Where does this place Toronto Hydro in terms of the approved stretch factor?

MR. FENRICK:  The results of the PSE study?

MR. LADANYI:  Right.

MR. FENRICK:  If -- so Toronto Hydro is minus 18.6 percent below benchmark costs for the historical period 2015 through 2017.  If you go to the CIR period, you're looking at a minus 6 percent below cost on average, and that would align with a .3 percent stretch factor, and that's the basis of our recommended stretch factor of .3 percent.

MR. LADANYI:  This might have already been covered just a little while ago.  In terms of the congested urban variable, what is the sensitivity?  Where would I see this, for example, if the congested variable changes by 10 percent?  What impact would that have?

MR. FENRICK:  So as we mentioned, or as I mentioned earlier, we did do a sensitivity analysis if we changed the congested urban variable for the sample plus or minus 5 percent, and the result did not change.  The recommended stretch factor would still be .3 percent.

MR. LADANYI:  Thank you.  These are all my questions for now.

MR. MILLAR:  Thank you, Mr. Ladanyi.

Mr. Garner, did you have any questions?

MR. GARNER:  No, thank you.
Procedural Matters:


MR. MILLAR:  Okay, anyone else?  That's a Friday miracle.  We have finished up before five o'clock.  Thank you very much for that, Mr. Fenrick.  That's very helpful.

And is there anything else before we conclude this technical conference?

MS. COBAN:  Just as a point of clarification.  I think the undertakings that you marked for this panel, you might have marked them as 4, whereas they should be marked as new undertakings for this panel, so just if we can clarify.

MR. MILLAR:  Sorry, I couldn't hear you.

MS. COBAN:  The last undertaking, for example, that you marked --


MR. MILLAR:  Yes.

MS. COBAN:  -- I think you marked it as 4.33 --


MR. MILLAR:  Yes.

MS. COBAN:  -- whereas it should have been marked as 5, whatever number we were at.

MR. MILLAR:  Are we on Day 5?

MS. COBAN:  No, we are on panel 5.  Or you marked --


MR. MILLAR:  Oh, yes, sorry, I was marking them by day.  I can see the confusion, because they matched up.  Yeah, we will make sure we have it all sorted out.

Anything further?

MR. LADANYI:  Mr. Millar, can I ask a question?

MR. MILLAR:  Sure.

MR. LADANYI:  So the consultants, Aecon, that did the climate change impact study or whatever it's called, they were not here during the technical conference, and I found out that they were not going to be here at all during the hearing as well.

MS. COBAN:  Yes, we weren't intending on producing them.

MR. LADANYI:  That's right, so in the possibility that we want to ask some questions of them, what is the appropriate time?  Did you want us to put them in writing and send them to you by Monday and include them in these undertakings or some other future date?

MS. COBAN:  Sorry, just give me a moment.

MR. STERNBERG:  My recollection, sitting back observing, admittedly, was I thought this same discussion was already addressed with an earlier panel and some questions were asked, and I can't remember exactly how this discussion ended, but I think this was already addressed on the record.

MR. LADANYI:  My recollection is that --


MR. MILLAR:  I don't recall.

MR. LADANYI:  -- that Mr. Keizer said that we could put the questions in writing.  He invited me to read them into the record, and I said that I couldn't do them at this time, and that I would prefer to send them in writing.  He seemed to be all right with this, and I thought that other intervenors also might have questions of that same consultant, but maybe not.  I have no idea.  I can't speak on their behalf.  And again, I may decide not to pursue the matters any further, but if I do have some questions when I review the evidence can I send them in?

MR. STERNBERG:  Well, in light of the time why don't we go back, we can each look at the transcript and remember how that was left, and we can follow whatever was agreed upon if that's acceptable, and if it wasn't we can have a discussion offline and sort out how to proceed.

MR. MILLAR:  Okay.  Just so there is a place for it, and this commits you to nothing, but can I just mark this as an undertaking, and it will be subject to whatever's in the transcript, and if you don't want to answer, obviously, you can put whatever caveats you like, but just so this is not forgotten, can we mark this as JTC4.34, and that's to consider questions from Mr. Ladanyi on the Aecon report, was it?

MR. LADANYI:  That's right.

MR. MILLAR:  Okay.

MR. STERNBERG:  Sure.
UNDERTAKING NO. JTC4.34:  TO CONSIDER QUESTIONS FROM MR. LADANYI ON THE AECON REPORT.

MR. LADANYI:  But I also think that perhaps other intervenors would have had questions if the consultant had been there.  I --


MR. MILLAR:  No one else has asked for that, so unless they are doing so now I am not offering it.

MS. COBAN:  Just as a matter of kind of reflecting on the scope and our ability to answer those questions, we did have some challenges even in the IRs getting responses to those questions, because of the passage of time since that report was produced, and also the parties that were involved, there wasn't a direct contractual relationship.

So I guess I am just flagging that as a heads-up that we will do our best to give you some answers that are helpful, but ultimately we may not be able to provide any further responses on that report.

MR. MILLAR:  Okay.  Well, we will see what happens.

Okay.  That concludes our technical conference.  Thank you to everybody.
--- Whereupon the conference concluded at 4:55 p.m.
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