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Friday, March 8, 2019
--- On commencing at 9:45 a.m.

MR. JANIGAN:  Please be seated.

Are there any preliminary matters?  I see none.  Ms. Newland, do you want to resume your cross-examination?
ENERGY+ INC. - PANEL 1, resumed

Ian Miles,

Sarah Hughes,
Bruce Bacon,
Dan Molon,
Ron Sinclair, Previously Affirmed
Continued Cross-Examination by Ms. Newland:

MS. NEWLAND:  Thank you, sir.  Good morning and thank you.  I do.  I have one last area of questions for the panel, perhaps two if you include questions on your opening statement yesterday, Ms. Hughes.

So let me get to the first area.  Perhaps the best way to start this is by getting you to refer to a technical response from a technical conference question to VECC Number 73.  And this is the wrong one, I think.

May I have a moment, Mr. Chair?  I think this is not the right reference.  My apologies.

MR. JANIGAN:  Absolutely.

MS. NEWLAND:  Okay.  I think I can do it without turning the response up, Ms. Hughes.  The question, as I recall, from VECC was asking Energy+ if they were aware of any Board decisions, policies, that had -- with respect to the creation of two large use classes and direct assignment of costs.  And I recall that your response was that you were not aware of any such decisions and that VECC should ask the Board.  Do you recall that response?

MS. HUGHES:  I do recall, and that would have been my understanding at that time.

MS. NEWLAND:  Okay.  And since that time you have been made aware of the Horizon decision in their 2014 CIR application for rates for 2015 to '20?  Is that what you would be referring to?

MS. HUGHES:  So, yes, following, I believe it was a Board Staff interrogatory where they directed TMMC, I believe, to do a two large user, or to consider that, that was the point at which we investigated further and identified that there was a case in an application where Horizon utilities had proposed two separate large user classes, correct.

MS. NEWLAND:  And I want to have a discussion about that application and the Board's decision in that application, but I just wanted to draw to your attention that there was at least one earlier Board decision in respect of an application by Enwin Utilities in 2002 or 2003 where the Board ultimately decided to approve a total of three large use customer classes, two of which were dedicated to two different automobile manufacturing companies in Windsor.  And I understand that the decision hinged on the fact that these two automobile companies were served by dedicated facilities and in particular dedicated transformer stations.  Unfortunately, the Board's -- we have not been able to find the actual decision.  We have found references to the decision in various Board documents, but we can't find the decision to put it in front of you, but I just wanted to draw your attention to that fact.

And indeed, if you look at Enwin's tariff sheets today, you will see that there are three large class uses delineated, the regular large use class and then the two customer-specific large use classes, but that's all I am going to say about that.  I just wanted to draw your attention to it, Ms. Hughes.

MS. HUGHES:  Thank you.

MS. NEWLAND:  But now I would like to turn to my compendium at tab 9.  So the decision that we were talking about earlier, the Horizon decision, is a much more recent decision than the Enwin decision.  And in this -- this is an example where the Board has approved a separate large use class --


MS. DJURDJEVIC:  Sorry to interrupt, Ms. Newland, but are we still touching on anything that's confidential and need to go in camera?

MS. NEWLAND:  No --


MS. DJURDJEVIC:  Okay --


MS. NEWLAND:  -- I am sorry, I should have --


MS. DJURDJEVIC:  -- just because the compendium --


MS. NEWLAND:  -- made that clear.

MS. DJURDJEVIC:  -- itself is a confidential exhibit, so --


MS. NEWLAND:  There are certain exhibits in the compendium that are confidential, but I will not be referring to those.  I have concluded my examination on those issues, thank you.

So tab 9, panel, is the exhibit from Horizon's application, or an extract from the exhibit from Horizon's application, their tab 7, dealing with cost allocation; do you see that?

MS. HUGHES:  Yes.

MS. NEWLAND:  And I would like to refer you to a couple of pages of this -- I would like to read a couple of paragraphs from this exhibit, this application.  So we start off in Horizon's evidence at page 1 of 7 of Schedule 1.  And starting at line 9, it says that:

"The 2011 Horizon model was prepared in accordance with the September 29th, 2006 Board report entitled 'Cost allocation:  Board directions on cost allocation methodology for electricity distributors'."

And then they go on to quote two other guiding documents.

I just want to stop there, because the document that I just described is the document we had a discussion about -- I had a discussion with yesterday -- with Mr. Bacon yesterday.  And I just -- my point is -- and I guess this is a question for you Mr. Bacon -- Horizon obviously thought that this Board direction from 2006 was a guiding document on cost allocation.  And I think you took issue with me on that point yesterday.

MR. BACON:  My point is that it's not policy.  It's a guideline.

MS. NEWLAND:  Okay.  At the bottom of page 1, starting on line 22 -- and I will read that at well -- it says:

"In preparation for this application, Horizon Utilities engaged Elenchus Research Associates to undertake a review of Horizon's 2011 cost allocation model that included a detailed examination of the actual facilities included in the accounts that serve as inputs to the model to determine whether there could be refinements that would better reflect the principles of cost causality in allocating costs to customers."

Do you see that?

MS. HUGHES:  Yes.

MR. BACON:  Yes.

MS. NEWLAND:  In preparing your application for a cost-of-service -- your cost-of-service application that will set rates for four years, what did Energy+ do by way of examining the actual facilities in each account that serve as inputs into your cost allocation model in order to determine whether changes could or should be made to your model to reflect cost causation?

MR. BACON:  Essentially what we did is we followed the process that we had -- that had been followed in Cambridge and North Dumfries for the last two cases.  And so I would say that we did not do the level of analysis that would have been done in the Horizon case.  The reason being is the purpose of the rate application -- our focus was mainly on issues related to harmonization and standby.  The analysis for the cost allocation study was basically trying to -- was using the precedent that had been set in other applications for Cambridge specifically.

MS. NEWLAND:  So you didn't do anything to test drive your model to determine that costs were still being allocated fairly and consistently with cost causation principles, because that wasn't the focus?  You were relying on the previous, I guess, 2014 -- you made that assumption.

MR. BACON:  Well, we assumed that the previous was doing that.

MS. NEWLAND:  And it was on that basis, Ms. Hughes, that you determined the cost allocation methodology and rate design was fair and reasonable?  I believe those are your words from yesterday.

MS. HUGHES:  Yes, that was on our basis.  I would draw to the attention, though, that my understanding in the Horizon case is that there was feedback from their customers with respect to looking more closely at cost allocation and that, at the time, was not our particular situation.  So I think that followed on why Horizon took a deeper insight into its cost allocation.

MS. NEWLAND:  And I take your point.  But in saying that, are you also saying that you have no onus to check your own allocations and to see that they continue to be consistent with cost allocation --


MS. HUGHES:  No, absolutely not.

MS. NEWLAND:  Because there are four years between your cases, so I am just wondering would you feel obliged to check to see whether in those four years there had been changes and whether, you know, the allocations were still consistent with proper cost causation?

MS. HUGHES:  I think as Mr. Bacon mentioned, we certainly look to reviewing our cost allocation model, ensuring that it made sense.  We spent a lot of time on the rate harmonization.  This was a utility that brought two utilities together, and we were very much focussed on trying to harmonize the cost allocation model and bring inputs, taking two companies with, you know, slightly different rate structure and bringing them together and trying to do our very best to arrive at what we thought was a fair and appropriate rate design and cost allocation proposal.

MS. NEWLAND:  Thank you.  So could I get you to turn to page 2 of the Horizon exhibit, the same tab?  And I'd like to read the paragraph at the top of the page because this describes the steps that Horizon actually took and then the outcome.

So Horizon is referring to the Elenchus review.

"The Elenchus review identified two significant areas of concern with respect to allocating costs consistent with the principles of cost causality.  First, it was determined that the largest customers in the Horizon large use class are served exclusively with dedicated facilities and maintaining these customers in the current class results in them being allocated costs for pooled distribution facilities that they do not use."


Do you see that?

MS. HUGHES:  Yes.

MR. BACON:  Yes.

MS. NEWLAND:  Okay.  And so:
"Consequently, Horizon Utilities is proposing the introduction of a new customer class and changes to the allocation of sub accounts to customer classes to conform more consistently to the principle of cost causation."


And further down, starting at line 12 it says:
"In order to appropriately address cost causation and the uniqueness of some of its customers, Horizon is proposing a new large use customer class."

And it refers to a threshold for entry -- a megawatt threshold for entry into that class that was being proposed at that time.  And subsequently, during the hearing that threshold was reduced from 15 megawatts to 5 megawatts.

MR. VELLONE:  Is there a question coming?

MS. NEWLAND:  Yes, there is a question coming.  Here is the question.  Would you agree that the reasons that underpin Toyota's proposal in this case are very similar to the reasons that we have just referred to in this exhibit for Horizon's proposal in its case, that is the need to ensure that cost allocation reflects cost causation and thus fair rates?

In other words, what drove Horizon is driving Toyota in this case?

MR. BACON:  I would classify there's similarities, okay.  But we have to recognize that in the case of Horizon, in one class there was six customers and in another class there were five.  And I think that makes it different, okay, in my view.

And so in -- I guess in Mr. Pollock's last proposal, when he splits the two classes, we have one customer in each class.  And we see that as problematic going forward, because from a practical perspective, meaning it most likely means there's going to be confidentiality questions.  If that's the case, there's going to be confidentiality questions specifically with the Toyota class and most likely with the other class going forward, and it means every time there's a rate application -- and I would suggest even in an IRM, we would have to go through some level of confidentiality because of that particular case.

So I understand the principle and there are some similarities that could make it consistent.  But there's a practical problem with it, because there's one customer in each class.

MS. NEWLAND:  I take your point.  Are you suggesting that practical concerns around confidentiality should trump the need to ensure that rates reflect cost causality?

MR. BACON:  No, I am saying that should be taken into consideration, okay.

MS. NEWLAND:  Okay, as one of the factors?

MR. BACON:  As one of the practical considerations, I would say, that the Board should take into consideration when it makes its decision on whether we have one class or two.

MS. NEWLAND:  So I can't -- I don't want to take the time to find the reference, but I have actually found something in one of the Board documents that we reviewed that actually addresses this very practical point.  And the conclusion, as I recall, and I will undertake to put the reference on the record, was that the Board said this is a practical consideration, but there are ways to deal with it.

But also, I believe there was a response by Toyota to a question, either from Board Staff or perhaps from Energy+ about this issue and our response -- let me just check.

So our response was provided the billing determinants were rolled up, we had no problem having them disclosed on a rolled up basis for our class, if we were in a standalone class.

MR. BACON:  What do you mean by rolled up?

MS. NEWLAND:  I am just going to ask Mr. Pollock if he wouldn't mind to explain rather than me play telephone --


MR. VELLONE:  Ms. Newland, if it helps, I intend to ask exactly these questions this afternoon when your witnesses are sworn.

MS. NEWLAND:  Okay, let me see, I will just talk to Mr. Pollock.

Just to close the loop, Mr. Bacon, on this, what we meant in that response was that the billing determinants would be rolled up on an annual 12-month basis.

MR. BACON:  Okay, so and -- so that's helpful with regards to Toyota.  But we also have another customer in another class who may have confidentiality issues that we are not aware of.

MS. NEWLAND:  I take your point, thank you.

MR. BACON:  Okay, thank you.

MS. NEWLAND:  In the Horizon case, there was quite a discussion throughout the proceeding about whether all of the facilities that serve the new large use class -- or the new proposed large use class were dedicated, or whether some of those class members, or all of them, actually used assets that were also used by customers in other classes, in other words the shared asset issue.

And Horizon addressed this question in a response to a question from VECC.  Could you turn to tab 11 of my compendium?  And I have included -- tab 11 is the question and the response from Horizon, and I draw your attention in particular to question B.

It asks -- it’s at page 6, and I believe that's a reference to page 6 of Horizon's evidence, which states  that:
"A hundred percent of the customers in this rate class are served almost exclusively by dedicated conduit.  Please indicate what the exceptions are.  If some assets are shared with other classes, what are they and how is this treated in the cost allocation?"

And the response is further down the page on page 1.  The response is that:

"Horizon Utilities wishes to clarify that several conduits make up a duct bank, duct banks, pass through, chambers, and vaults, all of which are classified as civil assets.  The reference on page 6 should have read 'almost exclusively by civil assets'.  The electrical assets are dedicated to this customer class as well as the conduit in which the electrical assets reside.  In certain circumstances the remaining civil assets, such as utility chambers, vaults, and unutilized conduits are considered shared assets.  Horizon Utilities has identified that the shared civil assets are fully depreciated and not material to the cost allocation process."

And then it goes on to confirm that the customers -- the next part is not relevant to my question.

Mr. Sinclair, my question is for you.  Would it be fair to analogize the shared civil assets that support the electrical assets in the Horizon case with the shared concrete and wood poles that support the dedicated electrical assets in the Toyota case?

MR. SINCLAIR:  I would say that there are similarities.  Obviously I don't know the full detail of the Horizon system.  I don't know the configuration of these customers.  So without knowing all the facts I can't really give a definitive answer.  But certainly by the description here it looks like they shared duct banks, so it sounds like the dedicated feeders used certain number of the ducts and other feeders used other parts of the duct.  It does mention that they're fully depreciated.  My understanding is that the poles are not fully depreciated, as was indicated in our evidence.  So I would say that is a difference from what is stated in the Horizon case.

MS. NEWLAND:  Exactly, thank you.

Now, a number of intervenors, as well as the Board Staff, supported the Horizon two large use Class 1 and direct assignment proposal, and the supporting intervenors had a lot to say about cost causation and how that had to be the foundation of a proper cost allocation.  And could I get you to turn to page 10 of my compendium.  And I don't intend to spend a lot of time on this, but page 10 -- or tab 10, rather, is an excerpt from the transcript argument on behalf of VECC, and I should say for the record that it was delivered by Mr. Janigan.  I would just like to draw your attention to two portions, first on page 3, the bottom of page 3.  Mr. Janigan says:

"Let me say at the outset that the constituents represented by VECC are not the customer classes that are the most affected by these changes, but our experience has been, in the past, with cost allocation and rate design, the cost allocation/rate design goes to the very heart of the regulatory experience, and that if the principles are applied -- that are applied are wrong in one case, very frequently these principles come back to rebound on other customer classes in other cases if they are misconstrued or misapplied."

And then he goes on -- Mr. Janigan goes on quite elegantly two more pages about the need to have regard to proper cost causation, and I am not going to read that, but I do want to refer you to page 6, starting at line 8, and it goes to an issue that you and I discussed, Mr. Bacon, and Mr. Janigan says at that point:

"VECC notes that the cost allocation policy..."

And I am emphasizing the word "policy":

"...which the Board has articulated in RP-2003-0317 at page 30."

So that's -- as I understand it's, that's the Board's direction that we've been having a little discussion about over the last two days.  And he says:

"That requires a distributor should identify any significant distribution facilities that are dedicated exclusively to only one customer rate classification.  The cost of such facility and the associated O&M expenses should then be directly allocated to the customer classification that it is exclusively dedicated to."

So my point is, Mr. Bacon, VECC viewed, at the time anyway, VECC viewed that document as an articulation of Board policy, but you don't agree?

MR. BACON:  I think we have been saying the same thing over and over.

MS. NEWLAND:  Okay.  Ms. Hughes, my last questions are for you, and they stem from your opening statement yesterday.  Does the Panel have copies of -- paper copies of Ms. Hughes'...

MR. JANIGAN:  Yes, we do.

MS. NEWLAND:  Okay, thank you.

Ms. Hughes, you -- and I want to thank you for putting your case on the record so we could ask you questions about it.  I appreciate that.  You listed a number of objections to the Toyota proposal for two large classes and partial direct assignment, and I wanted to go through those with you one by one, but quickly.

I don't think I have -- these pages aren't numbered, so I am not going to be able to refer you to a specific page.  Oh they are numbered here, okay.

Ms. Hughes, one of the things you mentioned yesterday when you were listing your concerns with our proposal was that the introduction of direct cost allocation for the large use class adds an additional layer of complication with corresponding cost and effort which could be confusing to customers; correct?

MS. HUGHES:  That's correct.

MS. NEWLAND:  But this would not be a cost causation objection, it's a practical objection.

MS. HUGHES:  I think it was intended to be a practical, but also recognizing that when Energy+ put forward its initial application we weren't proposing -- that wasn't our proposal.  And so as we think about the customer engagement that we went out with all of our customers with rate impacts, rate design, this was not an element that was in that proposal.

And so as coming out of whatever the Board's decision is in this case, we are just trying to identify that we need to go back out now to customers to engage them in terms of some of the changes that have occurred with respect to this particular case and the fact it would introduce a different rate class and we could experience additional questions from other customers in terms of how, you know, how practical that will be for their particular situation.  So I think it was just identifying that.

MS. NEWLAND:  Okay.  The second objection was that the Toyota proposal was not an appropriate option because it will increase regulatory and administrative burden.  And my question is the same.  That is not a cost causation objection, it's a practical objection about regulatory burden; correct?

MS. HUGHES:  So I would say it's principally a practical.  That being said, you know, I think our highlight would be that there are costs incurred to do separate -- separate rate classes.  And so in future years our cost structure may not reflect the incremental effort that is involved in continuing to administer.

So when we look at the revenue requirement we requested in this particular case, we didn't increase regulatory or billing or any other items to our cost structure at this point to reflect that there could in fact be two large user classes to administer in the future, IRM applications, separate tariff sheets, billing rates, and those types of things.

So I think it was intended to be a practical as well as a recognition of the costs.

MS. NEWLAND:  You recognize that what we are proposing is one separate use class, we are not -- we are not proposing or recommending that there be multiple classes or sub-classes for each of your rate classifications?

MS. HUGHES:  I do understand that.  I think when we look at the practicality of it there's another large user coming into the class, making the determination as to which class that they would fall under.  Those are all things that, you know, at this point we don't have that situation, but it is a consideration for the future.

MS. NEWLAND:  We have talked about your third objection or concern, and that was with respect to confidentiality, so I won't retread that.

One of your concerns was that you hadn't carried out a detailed direct allocation study, so there was some uncertainty with respect to estimates.  And we had a discussion about the confidence in your estimates yesterday, and I won't retread that either.

But I would sum it up by saying that with the possible exception of your O&M estimate, which when I went back this morning and looked at it, you did a lot of work to get us to that estimate as well.  You did a lot of steps, so I am not sure what else you could have done.

But I came away from our exchange yesterday with the understanding that your estimates, although they were estimates, were fairly good estimates.  And I think you agreed with me in that regard.

MS. HUGHES:  I would say, yes, particularly around the dedicated feeder, we were fairly comfortable with the estimates.

MS. NEWLAND:  Okay.  But they are not perfect, but perfection is the enemy of the good.

MS. HUGHES:  Right, certainly.  But we did feel that the OM&A is the area in which, you know, we are not -- we can't put a percentage of comfort level on the OM&A level.

MS. NEWLAND:  And the number I recall on the OM&A was around $96,000.

MS. HUGHES:  So that was our estimate, correct, without doing a detailed -- but that's where, you know, I am uncomfortable, because in trying to provide you with the best estimate, it was a, you know, discussion internally in a very short period of time.  We have identified the things we could identify.  It's the things that you don't identify that particularly -- is perhaps more at issue.  It's have we identified every circumstance where we provide operations maintenance for this particular -- for Toyota, I think that's ...

MS. NEWLAND:  Okay.  Just going on memory here, my recollection of your evidence on that point was that you looked at things like the number of hours that the control room personnel would have to monitor the two dedicated feeders.  You looked at the weekend premium hours for maintaining the two lines, because I understand you do maintenance on the dedicated lines during the weekend to respect Toyota's shift schedule or work schedule.

You looked at the vehicles that would be required for carrying out that maintenance.  You looked at your schedule for tree trimming.  What else could there be that you didn't look at?

MS. HUGHES:  With respect to the control room hours, I mean, that was a half an hour discussion with our operators in terms of, you know, how much time is spent.  Did we go into other areas?  No, we did not.

MS. NEWLAND:  Okay.

MS. HUGHES:  So if I could add, we have a very large project this year where we are going to be spending hundreds of thousands of dollars in overtime to do that project outside of sort of normal hours.  So those would be the types of things that aren't reflected in any given year where we're requested to do road relocation or some other project, whereby we have continued to ensure that we do those efforts after hours so that we do not disrupt the operations of TMMC.

MS. NEWLAND:  I was just looking to see, Ms. Hughes, whether you had mentioned that project in your response to IR from Toyota, IR technical question number 2.  That's where you described how you came to your operation and maintenance, it's -- yes, sorry, it's at tab 6 of my compendium.  We talked about it yesterday, Ms. Hughes, and not a whole lot turns on this.  But you -- that's a factor you say wasn't reflected in that answer?

MS. HUGHES:  Yes, sorry.  We did include that as part of the project, yes.

MS. NEWLAND:  So it was taken into account in your estimate?

MS. HUGHES:  Yes.

MS. NEWLAND:  But I do take your point that you are less confident about the $96,000 than you are with some of the other figures.  I take your point.  Thanks.

And I just have a couple final questions dealing with -- in addition to the items or the issues that we have just gone through, and what I have termed your objections to our proposal.  You raise a number of other concerns about the various models that have been produced in response to parties asking for you to model various scenarios.

And I'd better not go from memory here.  So starting on page 19 of the transcript, you refer to these concerns, and specifically the introduction of direct cost allocation for the large use class as an additional layer of complication.  And we have gone through that.

Let me just find where I want to get to here.  Okay.  Starting on page 21 of yesterday's transcript, Ms. Hughes, so you are saying that your first concern is with respect to improvements in our information systems and asset registry, direct allocation could in theory be done for a variety of other Energy+ customers.  For example -- and you give this example of the customers in the GS greater than 50 class.  And you say: "Should an estimate of directly allocated costs based on kilometres of line for these customers be used similar to the methodology proposed by TMMC," and you state that as a question.

I was trying to understand what your objection really was, and I characterized it in my mind as a floodgate argument.  So if we do it for Toyota, we will have to look at everyone else and perhaps end up doing it if for multiple customers.  Is that what your objection is?

MS. HUGHES:  So I wouldn't necessarily characterize everything that I said yesterday as an objection.  I think we were simply trying to highlight the cost allocation has a number of factors to consider, and these are the things that we are trying to consider in terms of the implications for the proposal that Toyota has put in front of us.

So, yes, we do, you know, we are -- this application is about all of our customers.  So we do have an appreciation, when we are asked about questions around cost allocation, that we are taking it into consideration for all of our customers.

So that really is -- you know, there is a possibility that it could be utilized or requested by customers in other rate classes.

MS. NEWLAND:  My final question. Your fourth issue that you -- that you highlight on the bottom of page 21 of yesterday's transcript, you are talking about unattributed costs associated with Toyota's dedicated feeders.  I take that -- I characterize that issue as a sort of lost opportunity -- or an opportunity cost where there's spare capacity on the feeders and it could be used to serve other customers in the area which is going to see some growth.  We had a discussion about that yesterday.

MS. HUGHES:  Yes.

MS. NEWLAND:  So my question really is -- we had a discussion yesterday also about the fact that Toyota paid for that spare capacity, and it was over and above the normal distribution service that you would provide a customer.

So my question is: we paid for it, why wouldn't it be dedicated to us?

MS. HUGHES:  So we understand that there's an argument for dedication.  I think we were trying to highlight that in the interest of other customers, recognizing there is more than one customer in this application, and so that there is an opportunity in the future to be able to use that capacity.

MS. NEWLAND:  I think that statement from the panel yesterday alarmed my client, because I don't think that issue has come up in the past.  We had understood that we paid for the spare capacity for reasons of reliability and security of supply, and so it was the first time we had heard that you might take that exclusivity away from us.

MS. HUGHES:  I think we were clear on the record that that was not something that we were contemplating doing.  We were raising it as a practical implication.

MR. SINCLAIR:  Yes.  We have no intention of actually doing it.  We were just pointing out the fact that there is spare capacity there and, yes, TMMC did pay for the second feeder, but there's obviously significant spare capacity even on the first feeder.  And there's more capacity there on a daily basis now as a result of the generation.

So we're keeping that spare capacity capability at the station and on the line, but the actual load is not typically there any more because of the load displacement generation.  So there is spare capacity available on most days today on the feeder that wasn't the one paid entirely by the customer.

MS. NEWLAND:  Those are my questions, panel, thank you very much.  Thank you, Mr. Chairman.

MR. JANIGAN:  Thank you, Ms. Newland.  I must say that I am disappointed you left out the reference to the standing ovation that followed my oral submissions.

MS. NEWLAND:  I didn't want to embarrass you, sir.

MR. JANIGAN:  Any questions from the Panel?

DR. ELSAYED:  None from me, thanks.
Questions by the Board:

MR. JANIGAN:  I am just going to follow up.  I think Ms. Newland did a good job in terms of attempting to separate those concerns that you had about concerning administrative problems associated with direct allocation and complexity.

Just in terms of the current evidence that's before the Panel, is it your position with respect to Toyota's position with respect to the standby charge and cost allocation that they have it wrong, or is it that you have no confidence that they have it right, in terms of cost causation?

MR. VELLONE:  You can see the witnesses are struggling with that.  I don't --


MR. JANIGAN:  Well, let me put it this way --


MR. VELLONE:  The concerns are more nuanced, I think would be the answer, is that there are particular elements that are maybe wrong.

MR. JANIGAN:  Do you have confidence that in both cases that all of the relevant costs have been captured in their particular proposal?  Or you don't know?

MS. HUGHES:  We have confidence, a fair degree of confidence, in the feeder costs, the estimate of the poles.  We have done our best to estimate those.  We have provided an estimate for OM&A.  And, you know, they are our best estimates.  We don't necessarily think Toyota has gotten it wrong.  I think we are simply saying there's been an evolution through this case in terms of where we started, our initial proposal, and then the first round of evidence being a one-class, and now here we are several months later at a two-class, in a very compressed period of time in which to assess whose is better.

MR. JANIGAN:  Okay.  So primarily we're in a situation where we have an existing cost allocation model, a new proposal has been put forward.  I believe your evidence said that you hadn't done a complete study on your own, and you are really raising those concerns about what a new proposal by way of direct cost allocation might mean on a going-forward basis, particularly for future developments?

MS. HUGHES:  Correct, that's correct.

MR. JANIGAN:  Okay.  Okay.  Any redirect, Ms. Newland (sic)?

MR. VELLONE:  I have two questions for redirect.  I will take this one.

MR. JANIGAN:  Okay, sorry.  I lost my train of thought.
Re-Examination by Mr. Vellone:

MR. VELLONE:  That's okay.

Mr. Sinclair, the first question on redirect is, I believe, for you, and it was an exchange you had yesterday with Ms. Newland.  And Ms. Newland did a pretty good job spending some time with the single-line diagram up on the screen and trying to draw a box around the assets that are dedicated to TMMC, and I am not going to repeat that here. I am just going to go to a specific exchange, and they related to the breakers at the Preston TS.  And I think the breakers are called M30 and M24; is that right?

MR. SINCLAIR:  That's correct.

MR. VELLONE:  And in that exchange you also talked about other breakers that are used for redundancy of supply if either M30 or M24 go out; did I get that right?

MR. SINCLAIR:  That's correct.

MR. VELLONE:  What were those breakers called?

MR. SINCLAIR:  M23 and M29.

MR. VELLONE:  Ms. Newland had asked you at the end of that relatively lengthy exchange just to confirm that all of those assets that you just talked about were exclusively dedicated assets for TMMC, and my follow-up question for you is, is M23 and M29 dedicated to TMMC?

MR. SINCLAIR:  M23 and M29 aren't dedicated to TMMC.  They are normally utilized to supply other customers, the actual breakers.  The breakers themselves are owned by Hydro One.  If we have to take the M24 and/or the M30 breaker out of service, what we do is transfer the existing distribution load on feeders M23 and M29 to other Energy+ distribution feeders to leave the M23 breaker and the M29 breaker to be utilized to supply the load that is normally on M24 and M30 breakers.

MR. VELLONE:  Thank you very much.  My second --


MS. NEWLAND:  Could I just make sure I understood what Mr. Sinclair said.  So the M23 and the M29 breakers are not Energy+ assets, they're Hydro One assets?


MR. SINCLAIR:  The breakers themselves are Hydro One assets, and they are normally carrying 27.6 kV feeders that are supplying other Energy+ customers.  And what we do is we transfer that load to other feeders on other stations and/or on other Preston TS feeders to free up those two breakers when needed to supply M24 and 30.

MS. NEWLAND:  Sorry, Mr. Vellone, one follow-up clarification.  So they are not shared Energy+ assets in the sense that we have been talking about shared assets?

MR. SINCLAIR:  They are not our assets.  The breakers are not our assets.

MS. NEWLAND:  Okay, thank you.  Sorry, Mr. Vellone, continue.

MR. VELLONE:  My second line of clarification, maybe it would help to pull up TMMC compendium tab 3.  And that is a response to TMMC Interrogatory No.1.  I think it probably makes sense to go to part C of that response, because that's really...  Page 5 of 21.

I can't remember if it was Mr. Sinclair or Ms. Hughes who was answering this, but you remember Ms. Newland was walking you through each of the different assets listed in this response, the poles, the PTs and CTs, the meters, the general plant assets.  And at the end of that she asked you are those the only assets that are shared assets that TMMC used.  And the answer you gave was yes.  Do you recall that exchange?

MR. SINCLAIR:  Yes.

MR. VELLONE:  Can you flip forward to part D of this response.

MR. SINCLAIR:  Yeah, it goes on to describe additional -- the shared items.  The previous was meant to cover, like, the major items, but there are shared guys, anchors, grounding neutral conductors.

MR. VELLONE:  Okay.  I just wanted to make sure that's clear on the record, there are additional shared assets.  That's the end of my redirect.

MR. JANIGAN:  Thank you very much, Mr. Vellone.

Okay.  Next we have the TMMC panel.  This panel is excused with our thanks.  And do you want to -- we are a little early for the break, but why don't we take about a ten-minute break and then -- to empanel your witnesses.  We will have them introduced and sworn and then proceed with your examination in-chief.

MS. NEWLAND:  On behalf of my friends, we were hoping to have some time at the break to discuss with Board counsel about the order of cross-exam -- the order of argument and the dates for argument.  Could we have a little bit more time in the break --


MR. JANIGAN:  Okay.  Well, why don't we then break until ten minutes to 11:00.  Will that be sufficient?

MS. NEWLAND:  Thank you, sir.

MR. JANIGAN:  Okay.
--- Recess taken at 10:35 a.m.
--- On resuming at 10:58 a.m.

MR. JANIGAN:  Please be seated.  Ms. Newland?

MS. NEWLAND:  Thank you, Mr. Chairman.  I am pleased to present the Toyota panel of three witnesses.  I would ask the witnesses, each of them in turn, to state their name and their title, and then ask for them to be affirmed or sworn.

MS. POLLARD:  Stephanie Pollard, vice president of administration and corporate secretary, Toyota Motor Manufacturing Canada.

MS. COLLIS:  Melody Collis, facility maintenance a manager Toyota Manufacturing Canada.

MR. POLLOCK:  Jeffry Pollock, energy advisor and president of J. Pollock Incorporated.

DR. ELSAYED:  Thank you.
TOYOTA MOTOR MANUFACTURING CANADA - PANEL 1

Stephanie Pollard,
Melody Collis,

Jeffry Pollock; Affirmed

Examination-in-Chief by Ms. Newland:


MS. NEWLAND:  Thank you.  I will start with you, Ms. Pollard.

You have stated your are vice president of administration and corporate secretary at Toyota Motor Manufacturing Canada.  Could you describe your responsibilities in that role?

MS. POLLARD:  So I am responsible for administration functions, which include human resources, finance, production control, IT, corporate compliance purchasing and business strategy.  And as corporate secretary I am also responsible for overall corporate governance.

MS. NEWLAND:  Thank you, Ms. Pollard.  Is this the first time that Toyota has appeared before the Board?

MS. POLLARD:  To my knowledge, it is, although I understand that TMMC intervened in Cambridge Hydro's 2015 distribution rate case on much the same issues as we are addressing in this proceeding, namely Energy+'s proposal for a standby rates and gross load billing for customers with load displacement generation facilities.

In the 2015 proceeding, the Board decided not to hear these issues in the context of an incentive rate application.

MS. NEWLAND:  Thank you.  Why did Toyota decide to so actively participate in this proceeding?

MS. POLLARD:  So TMMC operates in a very highly competitive business environment.  For TMMC to continue to receive production mandates, it is imperative for us to be able to compete on some core performance indicators, those being safety, quality and cost.

Not only are our costs being measured against vehicles that are produced in Japan, but importantly and more recently, we are competing with expanded and new plants in North America.

Ontario hydro rates are one of the most expensive in North America and are increasing more rapidly than our US competitors.  We directly compete against a similar size plant in Kentucky and that state has one of the lowest rates of utility cost.

The current US administration mantra to build in the US heightens awareness and criticism on all direct cost comparators, plant to plant.

The costs that we consider controllable in nature are those that we can have a direct influence, utilities is one of them.  We control and we reduce usage through continuous improvement or what we call kaizen, and the aim is to control the rate by working with jurisdictions on cost models that are fair and that reward conservation.

Every cost on our income statement is scrutinized and challenged to reduce further.  The ability of TMMC to not only reduce our costs, but also to accurately predict our costs is very important for short and long term planning.

And from an equity position, the proposed pricing model in this application is inconsistent with some other competing jurisdictions in Ontario as there are no guiding policies to address utility costs fairly and consistently.  And we believe our proposal addresses that objective.

MS. NEWLAND:  Thank you, Ms. Pollard.  Before I ask you about pre-filed written evidence, do you have any other comments you want to make?

MS. POLLARD:  Yes, I wanted to maybe comment on some of the discussion that has taken place up to this point.  As TMMC, we are a company that works well with our customers and our suppliers.  We collaborate, we seek feedback, we provide support and in return, we expect to be treated very fairly.

On the issue of cost allocation, the direct costs method using a separate large user class as we are proposing, is truly a fair and reasonable approach.  We are a unique user within this class, we are also the largest user by a significant margin.  And dedicated assets have been clearly identified, as we have discussed.

In addition, TMMC has already contributed directly to some of these capital costs for these dedicated assets.  Allocations, by their very nature, are arbitrary and can result in disproportionate charges.  The fairest method remains one that is driven by cost causality; direct costs should always be the first course of action when assets have exclusive use.

As I listened to Energy+'s statements yesterday, I heard no argument really against the rationale for direct cost allocation, but only reasons perhaps not to pursue it due to additional work to study further, additional complexity, and perhaps a financial system limitation on identification of assets.

So we truly want to improve the accuracy with which utilities are charged to users.  It will involve work and further study and, perhaps the most challenging, it will require a willingness to change methods that have become the norm.  Thank you.

MS. NEWLAND:  Thank you, Ms. Pollard.  Ms. Pollard, unlike Ms. Collis, you did not submit pre-filed written evidence in this proceeding, correct?

MS. POLLARD:  No, I did not file separate written evidence.  However, although I did not review or approve Ms. Collis's written evidence before it was filed, I was regularly briefed on matters related to this proceeding and on her evidence, and I had a good understanding of the issues addressed in Ms. Collis's evidence.

I have since reviewed Ms. Collis' written evidence, and along with Ms. Collis, I am prepared to speak to those aspects of that written evidence that have to do with Toyota's business and the business conditions under which it operates.

MS. NEWLAND:  And to your knowledge and belief, is Ms. Collis's written evidence accurate to the best of your knowledge and belief?

MS. POLLARD:  Yes, it is.

MS. NEWLAND:  And do you adopt this evidence as your evidence in this proceeding, subject to the qualifications you just described?

MS. POLLARD:  I do.

MS. NEWLAND:  Thank you.  Ms. Collis, turning to you.  You are an employee of Toyota Motor Manufacturing and an assistant manager, facilities maintenance Cambridge, correct?

MS. COLLIS:  That's correct.

MS. NEWLAND:  Could you describe your responsibilities in your role?

MS. COLLIS:  I have worked at Toyota for 23 years and I have had several positions during that time.  Currently, as the maintenance assistant manager, I am responsible for 35-plus skilled team members and operating engineers.

Two of my key areas under that umbrella is the electrical distribution system, and also a first class operating power house.  In that power house is where the combined heat and power plant resides.  It's integrated within our system and is part of that overall power house.

MS. NEWLAND:  And we will get back to that, Ms. Collis.  The evidence that you are responsible for in this proceeding is listed in the list of witness responsibilities that was included in Exhibit K1.2.

So Mr. Chairman I divided up the list of written evidence and the list of interrogatory responses between Mr. Pollock and Ms. Collis, for the convenience of parties.

So Ms. Collis, was the evidence that is described beside your name in the list of witness responsibilities, was that evidence prepared by you or under your direction and control?

MS. COLLIS:  Yes, it was.

MS. NEWLAND:  And do you adopt this evidence as your evidence in this proceeding?

MS. COLLIS:  Yes, I do.

MS. NEWLAND:  I wanted to go back and ask you a number of questions about your role as assistant manager and what your responsibilities are.  You were starting to describe the LDG facility that is operated by Toyota.  Could you give us a little bit more information about how that facility is operated?

MS. COLLIS:  Our combined heat and power plant was built in 2015.  We finished building it and it was put into service.  It comprises of two 4.6 megawatt generators and two heat recovery steam generators that deliver about 100,000 pounds per hour of steam.  We created it with the two generators so that we could better follow our load.  Toyota has a very -- I would say a very definable fingerprint to our load following production, where you can see where breaks are, we run Monday to Friday, on the weekend we typically don't run production so our load goes down significantly.

So that was part of the reason we had two turbines, so that on the weekend we didn't have the load for two turbines or 9.2 megawatts, so we would just run one.  We also designed it with the two turbines so that we would have opportunities to take one out for service, again on some of those lower-load time frames.  So that was all part of the initial design.

The steam that we use is very much integrated with our production, so of course it's very important for us to have up-time and reliability, because we are counting on that steam to support our production processes.  We also use it for heating the plant, and in the summertime we added some steam chillers to actually use the steam for chilling our plant as well.

Our automotive plant is a little bit unusual, in that we actually do air-condition it in the summertime, which leads to -- typically our highest peaks would typically in the past be in the summertime, because we are air-conditioning the plant both for quality and personnel issues.

MS. NEWLAND:  Thank you, Ms. Collis.

We had a discussion -- I had a discussion with the Energy+ panel yesterday, and in fact we went back today to discuss the spare capacity on the two dedicated feeders that serve the Toyota plant, and there had been a suggestion that theoretically those lines could be used to serve other loads that might develop in the same geographic area as the Toyota plant is located.

And could you maybe for the Panel describe some of the concerns and how that spare capacity came to be and what your concerns would be about allocating that capacity to other customers?

MS. COLLIS:  Well, originally, in 1988 when the plant was built M24 existed.  When we did a major expansion in 1995 and 1996, that's when Energy+, formerly Cambridge and North Dumfries Hydro, and Hydro One, Toyota, and our external engineering consultants got together to look at some of the issues we had had with reliability and how power quality, things like that, how that had impacted the plant.

So it was a good concerted effort to increase the reliability of the plant.  So that's where we came with the two feeders.  Toyota made substantial contributions to those feeders both with Energy+ and Hydro One and our own internal systems to put in the differential protection on our side as well.  So there's a lot of -- a lot expended to do that.  And it's been an extremely successful methodology of giving us good, reliable service and not interrupting production.

And we continue to actually put money into -- we just recently have been working with Hydro One on -- actually on some of the replacements of some of the differential protections, so we further put hundreds of thousands of dollars in the last year on that.  So to hear that it would be a potential for that to be changed was disconcerting yesterday.

MS. NEWLAND:  Thank you.

MS. COLLIS:  I guess the other thing I would add is that, you know, it would also cause stranded assets both by Hydro One and TMMC.

MS. NEWLAND:  Changing subjects, Ms. Collis, from a business perspective does TMMC think that the Energy+ standby rate proposal is appropriate?

MS. COLLIS:  We would say no.  We would say that fair means cost-based.  And in the discussions with Energy+ we could not understand how the proposal was a cost-based proposal, not revenue-based.  The discussion was about they needed the revenue for that, in our understanding.

We also were concerned about how that contract demand would change over time, not just looking at today what the contract demand is, but how could it possibly change?  We have seen other contracts that have been concerning as far as a contract demand.  The other --


MS. NEWLAND:  Just to clarify, you are not referring to a contract between you and Energy+ but other utilities; correct?

MS. COLLIS:  Yes, yes.  I think in the beginning discussions our understanding, because we do have these direct assets and because we have been paying for these direct assets since 1995 when our production was low and then it grew and then it's gone down incrementally, the load that's required.  So we couldn't understand why a new fee would have to be added on when it's the same dedicated assets that are there for us.

Of course, we have learned a lot more about cost causation and cost allocation since those initial meetings to understand a little bit deeper what should be going into a rate.  And we -- the question we were posing is what is the incremental cost for having that standby, the idea being the rate being the exact same whether we used or didn't use it seemed illogical from a business standpoint.  How could the costs be the exact same whether you use something or don't use something?

The other concern we had specifically with the contract demand -- I mean, those are -- is the fact that it seemed to be discriminatory to a manufacturing that has LDG because you're charged at a flat consistent rate all the way across for the same load, where in manufacturing, as I have mentioned, you know, we have a higher peak in the summertime typically because of air-conditioning.  It goes down in the wintertime.  We had that variation in our monthly load that can be quite significant.  That's without the LDG.

So why would we have to pay -- and other manufacturers could be the same, but they don't have to pay a contract demand, the exact same amount, every single month and bill to their max or historical max, whether it's this year's max or a multi-year max.

So those were all some of the concerns we had with the proposal that we saw from Energy+.

And the other concern we had is that it didn't -- the rate didn't make sense to us because it didn't seem to incent when we used or didn't use the LDG.  If we had an outage should we go back online, should we take our outages on non-peak times that's better for the grid?  All of those items didn't seem to be incented with this proposal.

And as a business, we -- that's part of our DNA, I would say, is to understand what your cost impacts are and how do you minimize those cost impacts in a reasonable and efficient manner for your business?

MS. NEWLAND:  Thank you.  Does the evidence provided by TMMC's expert, Mr. Pollock, address these concerns that you have just articulated?

MS. COLLIS:  Yes.  By looking at the cost of service and the direct allocation, it makes sense to us, because we understand we need to pay for those dedicated assets whether we are using them or not using them, so that makes sense to us.  But not necessarily for assets that we are not currently using.

It makes sense from the standby because it makes a distinction between what is our regular supplementary service or -- that we get all the time every day as well, versus what is our standby service.  And there's a cost to actually having it available, and there's a cost to actually using it.  From a business standpoint, that makes sense to us.

And that it does consider whether we're doing it on peak, when the demand is high in the electricity distribution system, or if it's in the middle of the night when nobody is using electricity, where there isn't the demand on the system.  And it incentifies you to do our maintenance on the weekend, those kind of items, again all things that drive businesses to work more efficiently and support all of the objectives of both the distribution company and Ontario as a whole.

MS. NEWLAND:  Thank you.  Do you have any concerns regarding the RTR charges being billed on a gross load billed basis as one of the issues, the unsettled issues in this case?

MS. COLLIS:  We haven't -- I don't think from -- we have gone very deeply in understanding the RTSRs in this case.  I think it's another deep issue to look at, but we feel that it hasn't been fully examined how this is impacted on a gross load billing.

The Board -- our understanding is the Board has effectively put a hold on, because there has been issues and concerns raised about how it's incentivizing distributed generation, noted it may review this matter further on a generic basis, and provide information in due course.  The issue deserves a thorough examination, and includes examination of how and why retail transmission charges are passed through to local distribution companies.  This was part of a Guelph Hydro proceeding.

Recently in Erie Thames, they actually withdrew the request for standby and gross load billing.  But in the decision and rate order, it said it was a complex matter that is best considered under a policy review.  And I guess for us, we want the see that there is a level playing field so if there are other jurisdictions that have withdrawn it, or the Board has said that it needs to be considered, we think that that should be a policy decision to be reviewed, and so everybody has a level playing field.

MS. NEWLAND:  Okay.  And my last question for you, Ms. Collis, is do you have any comments to make about Energy+'s request for disposition of its LRAMVA account?

MS. COLLIS:  The LRAMVA account, through the proceeding, we have a better understanding of the idea that the LDC should be able to promote conservation, but not lose revenue due to that.  And I can understand that.

The mechanism where the LDC, that those costs go back to a single, class I think is a little bit inequitable.  The program is a provincially-funded program and, you know, maybe when you're talking light bulbs, it doesn't make as big a difference.

But when you are looking at large, out of the box, conservation measures or, like us, distributed generation and it going back to, instead of all ratepayers, to a specific LDC and a specific customer class to absorb that lost revenue seems a little bit out of -- you know, a little bit hard to understand, I guess.

And in this case, that class is 80 percent Toyota, approximately 20 percent another customer.  And I think even more hard to understand is actually the other customer that is going to get 20 percent of the lost revenue that from our -- from us putting in distributed generation.

So I think, from my perspective, it should be across all rate customers.

MS. NEWLAND:  Just to be clear, Ms. Collis, you are not -- this is not a critique of how Energy+ is seeking to recover its LRAMVA amounts.  It's really an observation about the general policy, about how LRAMVA balances are recovered on a class by class basis as opposed to across classes, right?

MS. COLLIS:  Correct.

MS. NEWLAND:  Those are all the questions that I have for you, Ms. Collis.

Turning to you, Mr. Pollock, finally.  You are the president of J. Pollock Incorporated, located in St. Louis, Missouri, right?

MR. POLLOCK:  Correct.

MS. NEWLAND:  And can you briefly describe your educational background and experience?

MR. POLLOCK:  So I graduated in 1975 with a Bachelor of Science degree in electrical engineering and a Masters in business administration from Washington University in St. Louis.

I was immediately hired by a consulting practice in June of 1975, and that's where I began my consulting practice and have continued to this date, forming my own company, J. Pollock Incorporated, in December of 2004.

Over that period of time, I have filed testimony in numerous proceedings, mostly in the United States.  I have worked on a few projects here in Canada, but not -- never have appeared before the Board.  So it's my honour to be here before you.

My other qualifications and a partial list of my appearances are in appendix A and B of my testimony.

MS. NEWLAND:  Mr. Chairman, perhaps you could turn up appendix B to the testimony of Jeffry Pollock.  And for ease of reference, I included it in Exhibit K1.2.  Let me know when you're there.

MR. JANIGAN:  I am there.

MS. NEWLAND:  Okay.  So as Mr. Pollock mentioned, this is a partial list of his testimonial experience.  I would just observe that it's clear that he has no life outside of cost allocation, judging from this list.

But I propose to qualify Mr. Pollock as an expert in rate allocation and rate design -- sorry, in cost allocation and rate design, including standby rate methodology.  I have canvassed my other parties in this proceeding and they have all indicated they would have no objection to Mr. Pollock being so qualified, so I can go further into his expertise and experience.  I am in your hands.

MR. JANIGAN:  Let me first ask if there are any questions of Mr. Pollock concerning his expertise.


MR. VELLONE:  The applicant has none.

MR. JANIGAN:  Okay.

MS. DJURDJEVIC:  Board Staff has just a clarification question.  Just reviewing the Exhibit K1.2, which includes the resumes of the witnesses, and the appendix B to Mr. Pollock's CV, which is some -- many pages, some 16 pages of his experience in giving testimony in regulatory proceedings, and 16 pages in fine print so obviously, very clearly, Mr. Pollock has had a lot of experience and Board Staff does not dispute his qualifications as an expertise in the areas of cost allocation and rate design.

And we only have a clarification question with respect to your experience with standby rate design and giving expert opinion on standby rates.  And I only ask this because I very quickly looked at the 16-page appendix, and so I apologize ahead of time if I have missed other references to cases in which you have given expert evidence on standby rates.

But I only noticed one case, which is on page 1 of the appendix B, and it's an Energy Texas Inc. company and that was in, I guess, August of 2018.

So my question is just are there other cases, other experience where you have had provided expert evidence on standby rates in particular, or if you believe the standby rates are kind of captured by rate design and cost allocation exercises so that it's not a separate area of expertise?  If you could just help us understand that a bit better.

MR. POLLOCK:  It's a good point.  I think if I listed every topic in my CV, the fine print would be even finer.  So I elected to be somewhat judicious.

Back in the late '70s the U.S. enacted a law called PURPA, Public Utility Regulatory Policies Act, and one of the principal objectives of PURPA was to provide a levellized playing field between on-site generation, specifically qualifying facilities, cogeneration and small power production, and the generation provided by utility.  And one of the major aspects of that law was the specific directives on how to develop rates to apply to standby and supplementary service.

And the Federal Energy Regulatory Commission, or FERC as we call it in the States, has promulgated a number of rules -- you can look in their code of federal regulations.  There's a bunch of rules that deal with how do you address the cost of providing standby service, and a couple of those rules include things like you don't make assumptions about all the generators in a utility being outage -- outage occurring all at once or at the same time as the system peak and various other types of rules.

Since that law was passed, every -- nearly every state in the nation had hearings on, you know, how do we develop standby rates to address this.  In one of the interrogatory responses I think we provided a copy of an order that the Florida Public Service Commission issued, and it was a particularly extensive order, because it applied statewide to all the utilities, but laid out a very comprehensive cost-based method for determining the cost of providing standby service, and since then, since a number of utilities in the States have now -- are no longer vertically integrated, much like the structure you have here, several states have taken that analysis one step further and looked at the cost of providing standby service from a distribution perspective.  So I have been engaged in activities like that.

MS. DJURDJEVIC:  I don't have any further questions, thanks.

MR. JANIGAN:  Thank you very much.  Seeing no dispute, we would qualify Mr. Pollock as an expert in rate design and cost allocation.

MS. NEWLAND:  Thank you, sir.

Mr. Pollock, was the evidence listed beside your name in the list of witness responsibilities, was that prepared by you or under your direction and control?

MR. POLLOCK:  It was.

MS. NEWLAND:  And is it accurate to the best of your knowledge and belief?

MR. POLLOCK:  Yes.

MS. NEWLAND:  And do you adopt this evidence as your evidence in this proceeding?

MR. POLLOCK:  Yes.

MS. NEWLAND:  On what issues are you providing evidence?

MR. POLLOCK:  So I am addressing three principal issues, the first being the class cost-of-service study or cost allocation model, as it's sometimes been referred to.  And specifically I address the issues raised in Energy+'s application model, and the same model was used also in the settlement proposal.  And I raise some issues about how cost causation was or was not applied properly in my opinion.

The second issue dealt with the rate design for large use customers, and that testimony subsequently evolved when we did the two class -- two large use class cost study and rate design that would apply to the base or supplementary service that's provided to TMMC before any consideration of any standby service that would also be required at some point.

And then the third issue was to deal with the issue of the design of the standby distribution rate that would apply when TMMC used standby distribution service.

MS. NEWLAND:  Mr. Pollock, you referred to base and supplementary, and I know that I struggled with some of the terminology, so could you just confirm for the record that when you refer to supplemental or supplementary service you are referring to the day-to-day normal base distribution service?

MR. POLLOCK:  That's right.  So in the States we call supplementary service -- that's the service you get independent of or irrespective of what you need when you have a generator outage and you put more load on the system, so that's kind of the round-the-clock 24/7 power that you typically get, and that's in contrast to standby service, which occurs when -- A), when you have an outage, and B), as a result of that outage you put more load on the system.

MS. NEWLAND:  Thank you.  Can you describe for the Board the differences between your written evidence that was filed originally in September of 2018 and the updated evidence that was filed recently on March 1st?

MR. POLLOCK:  So first I would have to say even though I have been doing this for a long time I continue to learn and I have new experiences and learning new concepts in the way that other utility commissions practice.  So a lot of the changes that I have made from the original filing in September to the filing that we made subsequently to reflect those policies and those changes.

The other major changes were to include the model based on the actual revenue requirements that are in the settlement proposal to try and make it a little easier to compare the different scenarios side by side.

We also took a deeper look on the issue of cost causation by looking at both the bulk distribution or over 50 kV assets that Energy+ owns and deciding that those costs should not be allocated to the large use class for the reasons that have been discussed previously.  And similarly, that the underground equipment should not be allocated to TMMC because their dedicated delivery system does not include any underground, and there's no -- when you ask the question of what does cost causation mean, did TMMC cause Energy+ to incur distribution underground equipment, the answer to that is no.  So we made that change as well.

And then the final change we did was we went from a one large use class model to a two large use class model and directly assigned not just the overhead feeders but also the meters and the capital contribution.  We were almost decided to directly assign the poles, but I can discuss that later, because there were some more complications with the issue of the poles, and so we elected not to do that in the final version of our study.

MS. NEWLAND:  So the cost of those poles is -- so the Toyota class would receive an allocated share of the pooled cost of the poles.

MR. POLLOCK:  That's correct, although we thought that the Energy+ study that identified the poles and did a cost analysis was very credible, very similar to studies that I have seen utilities do, for example, back in -- I shouldn't say back in my day, but back in the olden days, utilities in the States used to use a reproduction cost to do rate base, and they would go back and look at every piece of equipment and then they would look at what it costs to replace that equipment.

This analysis that the Energy+ did was very similar to that in the sense it evolved going back a long time, looking at old history, and looking at identifying different parts of the system and putting a cost on those different parts.  So we felt that that was a pretty credible analysis.

MS. NEWLAND:  Thank you, Mr. Pollock.

Can you summarize for the Board the key recommendations in your evidence?  And they are set out in your evidence, so maybe just summarize them.

MR. POLLOCK:  Yes, I will be happy to.

So as I said, on the cost-of-service study, two large use class direct assignment, everything is directly assigned to Toyota except for the poles, which we have spread, you know, using the same methodologies that Energy+ use.  There's no underground and no bulk distribution.

On the Toyota rate design, we recommended -- initially recommended reducing the fixed charge.  We understand that the Board's policy is to at least leave it where it is, so we left it where it is.  We then designed the volumetric rate that recovers the remaining demand-related costs.

And it's the costs associated with providing service to Toyota, meaning the costs that reflects the dedicated facilities as well as an allocation of the poles.

Now, on the standby rate, we came up with a structure that was -- and I won't take credit for this, because it was a structure that the Commission across the lake in New York has devised for its standby customers.  That's one thing that the New York Commission has tried to incentivize behind-the-meter generation and CHP in various other forms, and that's based on the concept that even a distribution facility is not a static, monolithic thing.  There are facilities that all customers share and then there are facilities that are there to serve specific customers.

And so the rate design that I propose for standby service models, that theory -- on the theory that for the customer-specific costs, the costs that aren't shared, those would get recovered in a contract volumetric rate, the costs of the shared facilities would be recovered on a daily charge, and that structure ensures that the direct assign or dedicated costs are always recovered regardless of what happens, but it also provides incentive that if standby service is used, you know, little or none, some standby service is required, there would be no daily charge.  If the customer needed it for entire month that customer would pay the same total charges as a non-generating customer taking service out of the same rate.  So we felt that that was a fair and non-discriminatory way to measure two things, one, what is the cost to provide the service for the entire month and what is the cost when service is not actually being provided.

MS. NEWLAND:  Thank you, Mr. Pollock.

And just for ease of reference, Mr. Chair, can you confirm, Mr. Pollock, that there's a handy PowerPoint presentation that summarizes what you have just discussed?  So you have discussed your standby rate proposal in your evidence at length, but there's also an easy -- I hope easy to understand PowerPoint attached to Mr. Pollock's evidence as an appendix E.  So page 64 of 73, if people need some bedside reading.

Mr. Pollock, you may have already covered this but let me ask you, what are the key differences between the cost allocation and rate design being put forth by Energy+ in this proceeding and your recommendations in your updated evidence?  And, as I say, you may have covered this.

MR. POLLOCK:  Yeah, I think I covered most of the differences.  You know, again two large use class direct assignment and then the structure of the standby rate are the two really primary differences.

MS. NEWLAND:  You heard the testimony yesterday of Energy+ about when it was and when it was not appropriate to directly assign costs.  And I think I can fairly sum up their view that this should only be done when all the customers in a class are served by the same dedicated assets.  And this was the testimony of Mr. Bacon.

As an expert in cost allocation who's testified on this topic many times, do you agree with Mr. Bacon's view?

MR. POLLOCK:  No, I don't.  Not surprisingly, my view is different.  Since I started, one of the first assignments I had was to do a cost of service study for two large industrial customers served by an electric distribution co-op, and practically the two studies were almost entirely direct assignment studies.

Since then, when I began to get more involved in investor owned utilities and other cases, I found very clear examples of situations where utilities, the first thing they would do in a cost study -- again to answer the question what is cost causation, the first question is what cost do any customer cause the utility to the incur and can we directly attribute that cost to that customer.

And in a lot of cases, the answer was yes, particularly for larger loads like Toyota and even bigger loads because you could identify -- for example, you could identify portions of a transmission system that were not fully integrated with the utility system, a radial line, for example, that served only that large customer.  And therefore, the common practice has been to assign that -- the cost of that facility to that customer in whatever class that customer happens to be in.

Similarly for distribution facilities, to the extent there is equipment that has been dedicated to serving a specific customer within a class, whether it's one customer class, two customer class, 100 customer class, you know, the practice has been to directly assign the costs of those facilities to that class.

And in some instances, several jurisdictions have taken it a step further, because rate design is kind of the continuation of cost allocation.  So in some tariffs in the States, you will actually find different rates depending upon the level of direct assigned costs to specific customers within that rate.

Now, I won't say that's a common practice, but it is a practice that has been used before.

Finally, I would also note and I am not saying this just to be gratuitous, but in reviewing some of the literature that's been published in the States very similar to your Board directions document, I was able to find very specific quotes from it's called the National Association of Regulatory Utility Commissioners, or NARUC in the States, their cost allocation manual published in January of 1992 which basically outlined what I have just said, that these are common practices.

MS. NEWLAND:  Mr. Pollock, you may have covered this as well, but is there any good cost allocation or rate making reason that suggests that direct assignment of costs should not be done in circumstances where a customer, or a group of customers in a class receive service from clearly identifiable dedicated assets that serve only them, and then these same customers also receive service from assets that serve other customers?  And we have referred to that as shared assets.

MR. POLLOCK:  I don't think there's any issue with that.  In fact, that's probably the more common practice in the States where even if you have a class where there are costs that are directly assigned, you may have different rates within that class to reflect the differences in cost, and that's not an uncommon practice.

I understand that's not necessarily the common practice here, which is why we went from the one large use class model to the two large class use model, so you wouldn't have the layer rate structure to reflect the different costs associated with cause, the costs that are caused by two different customers being different.  That's why we went to the two large use class model.

MS. NEWLAND:  And my last question for you is anticipating, I think, questions from some of the intervenors about the Staff report that was issued last week in the CNI consultative proceeding, have you reviewed it and do you have any opinion about the Staff's proposal for a capacity reserve charge?

MR. POLLOCK:  I have reviewed the report and at the risk of -- I hope I am not stepping on anybody's toes when I say it, I think that -- I see several problems and concerns, mostly from a cost allocation rate design perspective, the first being that the recommended capacity reservation charge appears to be pretty much a proxy for a lost revenue calculation and it's not -- so it's measuring -- it's not really measuring cost causation.  It's measuring how many revenues are lost because a customer decides to install load displacement generation.

As I have explained in my evidence and such, I believe there needs to be a cost causation cost allocation foundation for developing a standby rate.

The second concern that I have is the notion that the amount of standby service that would be determined by the amount of the nameplate capacity of each customer's generator.  As I think we have demonstrated, we have done a fair amount of analysis on Toyota here in this particular situation since they commissioned their load displacement generation in January 2016.  We have looked at the additional demand that Toyota has put on the system as a result of an outage that resulted in setting a new peak for Toyota that had not been previously set for their supplementary load.  And of the 36 months that we looked at, the highest month was 6.9 megawatts.  That's less than the 9.2 megawatts in the total nameplate capacity.  And that only occurred one time, and it occurred in an environment where there was no standby rate.  Therefore, there was no price signal to tell them not to put a bunch of load onto the system at that time.

So I think that kind of demonstrates that there really isn't a link between the cost to reserve capacity and the cost of actual -- to provide standby service.

MS. NEWLAND:  Thank you, Mr. Pollock, those are my questions.

Mr. Chair, I have question for you.  Before I release the panel for cross-examination, I wonder what your intentions were for a break, because once I release them, I would not be permitted to speak with them or consult with them and therefore not have lunch with them.

MR. JANIGAN:  Well, I was hoping that we would start with -- I believe SEC is next on the list, and try to fit that in before lunch.

MS. NEWLAND:  Absolutely, thank you, sir.  So I release the panel for cross-examination.

MR. JANIGAN:  Thank you, Ms. Newland.  Mr. Rubenstein?

MR. RUBENSTEIN:  Thank you very much, panel.  I have a compendium, a short compendium for this panel.  I am not sure if the dais has a copy of it.  It's compendium of SEC TMMC panel.  Does the witness panel have it?

MR. POLLOCK:  Yes.

MS. DJURDJEVIC:  So this will be our first exhibit today, and that will be K2.1.  And we will pass that up to the panel now.
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MR. RUBENSTEIN:  Just in terms of other documents I have in front of me, Mr. Pollock, I may refer to your updated written evidence of February 15th, the report.

I recognize some numbers have changed, but I am not -- I don't want to have a discussion necessarily about the specific numbers, but the higher level ideas.

Mr. Pollock, as I understand your report, and really the cost allocation portions of that report specifically,  your view is that as much as possible, you should directly allocate costs to the large use class and in your specific case, TMMC should have its own large use class, you should directly allocate costs to TMMC specifically as much as you can?

MR. POLLOCK:  That's the essence of it.  I think the first question in cost allocation is, as I explained earlier, are there any costs that were caused by a particular customer.  In this case, we could identify costs that were caused by TMMC.

MR. RUBENSTEIN:  And you propose to directly allocate the two feeders, the capital contribution TMMC made to those feeders, TMMC's meters and the O&M costs related to those assets.  Those are what should be directly allocated, do I have that correct?

MR. POLLOCK:  Yes.

MR. RUBENSTEIN:  And the basis of your view on direct allocation with respect to this Board, as I understand it, comes from the 2006 Board direction on cost allocation methodology for electricity distributors, and that's at page 2 of our compendium.

MR. POLLOCK:  Yes, that's certainly a basis that I use in this case and also my prior experience.

MR. RUBENSTEIN:  And as I understand it, when you directly allocate costs you should also make an adjustment to ensure that you are not double-counting costs.  Do I understand that?

MR. POLLOCK:  Yes.

MR. RUBENSTEIN:  So, for example, since you directly assigned the feeders which are in the overhead conductor accounts, you allocated zero costs, essentially, for underground conductors since someone is either served by overhead conductors or underground conductors, correct?

MR. POLLOCK:  I think that's two separate issues, but for the overhead conductors there were no other costs allocated to TMMC on the overhead conductors, since we had directly assigned the portion of the overhead conductors to TMMC, therefore on direct assignment you would adjust the allocation factor and remove their load from the allocation of the overhead conductors.  I think the underground conductors is a different issue.

MR. RUBENSTEIN:  Well, let me ask about that.  So you did something in a number of -- you -- what I call zeroing out, but really you essentially allocate zero dollars to TMMC or the large use class depending if which scenario we are looking at, for assets that do not serve Toyota.  Do I have that correct?

MR. POLLOCK:  Yeah, if we are specifically talking about underground facilities, yes.

MR. RUBENSTEIN:  And can you -- what is the basis for the direction or the policy that you look at that says that that's appropriate?

MR. POLLOCK:  So again, it's asking the question, and the question you should ask applies to every account on the system.  For the facilities and the costs incurred in that account, does this class or a customer cause the utility to incur those costs.  I think the answer that we heard yesterday was clearly Toyota could not have been taking service from an underground system.  Technically it wasn't possible.  The company built an overhead system to serve them and to provide the reliability that they needed.

They didn't cause Energy+ to incur any of the costs that it has in any of its underground accounts.  Therefore, because Toyota didn't cause those costs to be incurred, you don't -- wouldn't not allocate any of those costs to Toyota.  That's cost causation.

MR. RUBENSTEIN:  And so for -- and as we were discussing, you -- for example, for underground conduits you assign zero costs; correct?

MR. POLLOCK:  Correct.

MR. RUBENSTEIN:  Now, as I understand as well for poles it was different, for overhead poles as compared to overhead conductors it was different, because they are a shared asset; correct?  Other customers are utilizing those poles.

MR. POLLOCK:  Yes, yes, that's a difference.

MR. RUBENSTEIN:  And how the cost allocation works with respect to this shared allocation of poles, as I understand it, it's allocated by an allocation factor that represents the -- it's a 4 NCP allocation, correct?  Is that your understanding?

MR. POLLOCK:  That's correct.  Yes.

MR. RUBENSTEIN:  And that including all loads regardless if they are served using overhead or underground assets.

MR. POLLOCK:  Yes.

MR. RUBENSTEIN:  And so -- and as I understand, what you did do with respect to what I would call the opposite of poles on the underground system is underground conduits.  Would you agree that's essentially the same function but the underground equivalent of it?

MR. POLLOCK:  Well, it has a similar function, but you have to also recognize the limitations of overhead and underground systems to say whether or not that function is fungible to providing service to all classes.

Let me give an example.  The underground system has a limitation that will only account or accommodate up to 200 amps, all right?  Toyota's load in the summer is in excess of 200 amps.  There's no technical way that Toyota could take service from an underground system even if it were more cost-effective than the overhead system that they were now serving, so it's not -- you can't say that that's a fungible commodity that is shared by all customers, because it can only be used by customers whose loads are in total 200 amps or less.

MR. RUBENSTEIN:  Well, I am not saying Toyota could be served, necessarily, with underground, but I am saying as poles hold at a high level -- poles hold conductors, underground conduits also hold conductors, correct?

MR. POLLOCK:  They hold underground conductors, yes.

MR. RUBENSTEIN:  Yes, and so if we are -- if the allocator for poles consists of the loads of all customers using overhead or underground systems, aren't you now -- and by removing the underground conduits, aren't you now not providing a fair allocation of the overhead poles?  Shouldn't it be if it was -- shouldn't it be, then, the allocation -- sorry, shouldn't it be an allocation of poles using as the allocator only -- the loads of only customers using poles, that would be the fair way to do it?

MR. POLLOCK:  Well, in the ideal that might actually be a good refinement to the cost study.  Is it a practical refinement?  It probably isn't.  So in that case we make an assumption that poles are common costs and as common costs they get allocated to all customer classes irrespective of how they're physically served.

MR. RUBENSTEIN:  Now, as I understand from the evidence we heard from Energy+ yesterday, and from your evidence as well, you're directly served by Hydro One transformer station, correct?

MR. POLLOCK:  Yes.

MR. RUBENSTEIN:  So you are not served by any of the Energy+ transformer stations.

MR. POLLOCK:  Yes, my client is, not me.

MR. RUBENSTEIN:  I assume also you personally are not served by transformer station.  Toyota's not served by --

MR. POLLOCK:  No, I would need a long extension cord to make that happen, but...

MR. RUBENSTEIN:  And as I understand it, because of that you've allocated with respect to -- let me back up.  Transformer stations -- Energy+'s transformer stations in the cost allocation model are allocated -- are considered bulk costs; correct?

MR. POLLOCK:  Yes.

MR. RUBENSTEIN:  And you have allocated zero dollars to TMMC or the large use class depending on the scenario for bulk costs; correct?

MR. POLLOCK:  Correct.

MR. RUBENSTEIN:  And as I understand, the costs of Hydro One transformer stations, which TMMC is served from, is recovered from RTSR rates; correct?

MR. POLLOCK:  I am sorry, can you repeat that, please?

MR. RUBENSTEIN:  My understand -- the costs -- customers' costs for Hydro One transformer stations are recovered through the RTSR charges.  Is that your understanding as well?

MR. POLLOCK:  Yes, that is.  RTSR charges that are recovered kind of separate and apart from the costs that we are talking about in this case.

MR. RUBENSTEIN:  And because you are served by only the Hydro One transformer station, have you made any adjustments to the RTSR charges that Hydro One -- sorry, TMMC should be charged?

MR. POLLOCK:  Well, those costs are not part of the class cost-of-service study, so there was nothing -- nothing to adjust.

MR. RUBENSTEIN:  Well, did you look outside of the cost allocation model to the RTSR --

MR. POLLOCK:  I looked at the cost-of-service study since that was the study that is at issue in assigning rates -- or designing rates in this case.

MR. RUBENSTEIN:  Let me -- I want to walk through an example, and you can help me with this.  We can go to page 5 of 6, a simplified example.

Let's assume there are two customer classes, customer class A that consists of a customer served at secondary voltage, while customer B consists of those customers served at primary voltage.  However, at the primary distribution level both customers have the same load profile and they have the same demand allocated for bulk facilities.

Are you with me at this point?

MR. POLLOCK:  Yes.

MR. RUBENSTEIN:  All right.  And I want to assume that the total revenue requirement for the bulk facilities is $2,000 and the total costs associated with RTSR transmission -- transformer connection charges are $8,000.  All right?

MR. POLLOCK:  Okay.

MR. RUBENSTEIN:  For customer class A, 50 per cent of the load is served by bulk facilities of the distributor and 50 per cent is by Hydro One transmission-owned facilities; all right?

MR. POLLOCK:  Yes.

MR. RUBENSTEIN:  And for customer class B 100 per cent of the load is served by the Hydro One TX-owned transformer connection.

MR. POLLOCK:  Yes.

MR. RUBENSTEIN:  Right.  So in scenario one, bulk costs and RTSR-related costs are allocated to customer classes based on the total load of each class.  Do you see that?

MR. POLLOCK:  Yes.

MR. RUBENSTEIN:  And so because they have the same load they are charged the same amount.

MR. POLLOCK:  Yes.

MR. RUBENSTEIN:  You'd agree with me that is generally similar to the pooling method.

MR. POLLOCK:  Yes.

MR. RUBENSTEIN:  And so in scenario two, bulk costs are only attributed to those using the facilities and RTSR-related costs allocated to all customer classes based on the total load for each class.  Do you see that?  So for customer B, since it's served only from the Hydro One transformer station, it's assigned zero dollars, it doesn't get allocated any bulk costs; do you see that?

MR. POLLOCK:  Yes.

MR. RUBENSTEIN:  And so we see a difference in the total cost because the demand allocator still remains the same; correct?

MR. POLLOCK:  Yes.

MR. RUBENSTEIN:  And in a way that's similar to what you have proposed.

MR. POLLOCK:  I have not addressed the allocation of the RTSR charges; I have only addresses the allocation of bulk facilities.

MR. RUBENSTEIN:  If we assume that the RTSRs are, in a general sense, allocated in a similar way, this would be similar to how Toyota, under your proposal, would be treated, correct?

MR. POLLOCK:  I would have to make that assumption, but let's make that assumption just to discuss it.

MR. RUBENSTEIN:  So I am correct, that would be closer to what --


MR. POLLOCK:  I can accept it as an assumption, yes.

MR. RUBENSTEIN:  Okay.  And then scenario 3, if we looked at what are the actual allocation factors -- sorry, if we looked at the actual allocation of use of those two facilities and, because we know that the cost is $8,000 for the Hydro One facility and customer B is using two-thirds of that, and we know that customer A is using -- would be using the entire amount of the Energy+ facilities.

And do you see under that facility, which is the actual allocation based on their actual usage of those facilities, that in that case customer B is actually paying more than in scenario 2; you'd agree with me?  In fact, more than in scenario A?

MR. POLLOCK:  Can you repeat that, please?

MR. RUBENSTEIN:  Sure.  So in scenario 3, we are allocating the bulk costs and the RTSR-related costs based on the actual use.  Do you see that?

MR. POLLOCK:  Yes.

MR. RUBENSTEIN:  Do you understand that?

MR. POLLOCK:  Yes.

MR. RUBENSTEIN:  So that leads to just using the simple math of the simplified example.  Customer B is paying more than it would in scenario 2, in fact more than it would be in scenario B -- scenario A, scenario 1.

MR. POLLOCK:  Yes, assuming that RTSR allocations are as you represent them in the example, that is the result.

MR. RUBENSTEIN:  So then if scenario 3 would be actual -- would be one way of looking at it.  Shouldn't that be the way that Toyota is charged bulk costs, either bulk transformation costs either from Hydro One or from Energy+?

MR. POLLOCK:  Well, I think that's -- I think that needs to be looked at in the context of doing a full allocation study of the RTSR costs, and determining what that allocation is.  As I said, the TRTSR costs are not part of this case, they are not in the cost of service study.  What we have are the bulk distribution costs which are in the cost of service study.

MR. RUBENSTEIN:  And you didn't look at --


MS. NEWLAND:  Can I just get a clarification?  When you say they are not in the cost of service study, you mean they are not in the revenue requirement that is before the Board in this case, correct?

MR. RUBENSTEIN:  Well, it's your witness who said that.

MS. NEWLAND:  You are talking about RTRSs and my understanding is that those costs are not included in the revenue requirement.  Is that your understanding, Mr. Rubenstein?

MR. RUBENSTEIN:  Yes.

MS. NEWLAND:  Okay.  So when you say that we may or may not have allocated the RTSR, there is nothing to allocate because those are not in the revenue requirement.

MR. RUBENSTEIN:  Well, you can allocate costs within the revenue requirement in the cost allocation model, or make other allocations.  Like the RTSR costs are allocated to the various classes outside of the cost allocation model.

MS. NEWLAND:  Is this an issue in this proceeding?

MR. VELLONE:  Yes, it is.

MR. RUBENSTEIN:  We say it is.

MR. VELLONE:  There is an issue in the issues list of whether the RTSR proposal of the applicant, which is a gross load billing proposal, that's a live issue in this case.

MS. NEWLAND:  Okay.  I am just trying to put it in context, thank you.

MR. RUBENSTEIN:  Just so I understand and so we're clear, Mr. Pollock, you did not look at the RTSR allocation  and how that would relate to anything that you did with respect to the cost allocation model?

MR. POLLOCK:  I did not.

MR. RUBENSTEIN:  I would like to turn to standby rates for a moment.  Ms. Collis, I have a question actually with respect to something you had said in your examination-in-chief.  You had mentioned that -- and I was unclear if it's your facility at Toyota, or Toyota generally has had problems with respect to the adjustment of contracted amounts and the determination.  Do you recall mentioning that?

MS. COLLIS:  Yes.

MR. RUBENSTEIN:  Can you speak to that?

MS. COLLIS:  Yes.  Toyota has -- in gas, with the gas utility, it's contract demand.  The contract demand is being -- has recently been re-evaluated by a provider as a historical basis, and then normalized because it happens in the winter with gas, and normalized to the worst case winter temperatures.  So it went from, you know, based on history to based on a longer period of history, to based on a period that's normalized for the worst case winter.

MR. RUBENSTEIN:  Mr. Pollock, I had a discussion with the Energy+ panel about incentives.  You'd agree with me that a utility has an incentive to have a high contracted amount, and the customer has an incentive to have a low contracted amount, correct?

MR. POLLOCK:  I would like to think that a utility has an incentive to have a happy customer.  But given that, all other things being equal, if that's the only option then yes, they would obviously have an incentive to maximize the revenues.

MR. RUBENSTEIN:  Ms. Collis, you mentioned -- let me ask Ms. Collis what -- I was trying to understand Toyota's position with respect to standby rates.  Is it the Board should -- is your preference the Board should implement Mr. Pollock's proposal with respect to standby rates, or that pending the outcome of the consultation, there should be no standby rates in place?

MS. COLLIS:  I think as long as it's a rate that's reasonable and reflects costs, Toyota would accept a reasonable rate.  We believe in paying for our service.

MR. RUBENSTEIN:  Well, with respect to gross load billing, the position seemed to be we need to wait to the consultation.   I am just trying to square that with the proposal of Mr. Pollock.  And is it --


MR. POLLOCK:  Well, we had a standby proposal on the table, so we needed to obviously address that proposal in a way that we thought was a better option for --


MR. RUBENSTEIN:  No, no, I understand why you put forward the proposal.  I am just trying to understand what is the preference. Is it no standby rate because there is a consultation, and then once that resolves itself or, no, we want the Board to implement Mr. Pollock's proposal?

MS. COLLIS:  Based on the fact that it is not a policy, we would prefer not to have a standby rate at this time until we had a policy.

MR. RUBENSTEIN:  Thank you very much.

MS. COLLIS:  And we would participate in that policy.

MR. RUBENSTEIN:  Mr. Pollock, as I understand your standby rate proposal, and you briefly outlined it a few moments ago, it's a two-part proposal.  You have a contract volumetric rate to recover costs for local distribution facilities, and then the daily rate.  Correct?

MR. POLLOCK:  Yes.

MR. RUBENSTEIN:  And you developed that in the context of Toyota, correct?

MR. POLLOCK:  It's a concept that was applied to Toyota and we subsequently, in our updated evidence, also applied that concept to other classes to show how one would go about designing that rate using the same concept, but applying it to another customer class.

MR. RUBENSTEIN:  But it was originally developed, until you were asked interrogatories about that, in the context of Toyota?

MR. POLLOCK:  Yes.

MR. RUBENSTEIN:  I want to ask how you define a local distribution facility for the purposes of the volumetric rate, the contract volumetric rate.

MR. POLLOCK:  So again, to distinguish between those distribution facilities that are required to serve a specific customer, sort of like a driveway in a house, as opposed to those distribution costs that are shared by everybody, which is kind of an analogous to a highway.

So the contract volumetric rate would be based on the driveway, the local costs that actually serve that customer.

MR. RUBENSTEIN:  And would it be costs -- is it the same costs that would be directly attributable?

MR. POLLOCK:  That would be part of it.  As I think I indicated in a subsequent interrogatory response, you could -- you would have to do an analysis of the distribution system to further determine what portion, say, of the primary and secondary networks really are serving specific customers and therefore should be considered a local cost as opposed to those facilities that are more, you know, serving the nature of all customers, which would be a shared cost.

I even provide a table that I think the New York Public Service Commission has published and has used in a number of cases that makes some assumptions about the percentage breakdown between local and shared costs by voltage level.

MR. RUBENSTEIN:  If we go to page 9 of my compendium I think I've included --


MR. POLLOCK:  Yes, I think you did.

MR. RUBENSTEIN:  -- this table.

So as I understand this, this is, as you were mentioning, New York State Public Service Commission, either someone presented this or they developed this, but it's an estimate at least with respect to utilities in its jurisdiction, how to split it between secondary, primary, and other customers; correct?

MR. POLLOCK:  Yes.

MR. RUBENSTEIN:  And so for the context of this proceeding, what are you -- is it your view that the Board should adopt this for the purposes of developing the standby rate or that Energy+ should do an analysis?

MR. POLLOCK:  That's a great question.  You know, I think that since you have a consultation ongoing I would think that this would be a proposal that you would want to give some consideration to and try to apply in the future.  Since there are no other standby customers on the system other than Toyota, I don't know that the need to implement this particular proposal is of a great urgency, and you might want to just consider it in your deliberations going forward.

But if you decide you want to implement something, and Energy+ has said we are expecting customers to come on with load displacement generation, then here is kind of a default option that you could refer to on an interim basis.  So it's really up to the Board to decide if they want to take that step or include it in the future consultation.

MR. RUBENSTEIN:  Now, with respect to the contract amount, can you help me understand how that would be set on a generic basis, not -- I don't mean with respect to Toyota specifically.

MR. POLLOCK:  Yeah, so the contract amount, typically the way this has worked is, that I have seen in other jurisdictions, is the customer decides how much level of backup that they want and they feel that they need, how much service do they think they are going to need based on their ability to operate their generation, manage their loads, and things of that nature.  So it's -- so initially the customer decides I want to back up half of my generation or some fraction of my generation, and that's kind of the starting point.  And then that discussion will continue with the utility.

But ultimately it should be based on an amount that the customer decides is sufficient for the customer, because if you allow that to happen, A), it gives the customer the ability to choose, but then if you structure the rate in a way that says if the customer tried to lowball the utility and ended up using a lot more than they said they were, there would be consequences on the tail end.  That's the structure that I have proposed.

MR. RUBENSTEIN:  And where you have seen this structure, I think you mentioned in New York they have a similar structure to what you are proposing?

MR. POLLOCK:  Actually, I have seen it in a lot of other states besides New York.  New York is -- I mean, they do adjust the contract demand as necessary, but what they -- they have done something different in more recent cases, which we can talk about another time.

MR. RUBENSTEIN:  But in New York, is the standby rate -- is it applicable to all customers with load displacing generation or is it only with load displacing generation of a certain size or customers of a certain size?

MR. POLLOCK:  I believe that there are exemptions, so that there are certain types of generators -- I couldn't tell you which ones exactly or whether there is a size threshold, but I know that for some set of defined generators that they would not have to be, you know, applicable or subject to a standby rate for distribution service.

MR. RUBENSTEIN:  And what is the basis of that?

MR. POLLOCK:  New York policy, energy policy to promote certain types of behind-the-meter generation or distributed generation.

MR. RUBENSTEIN:  Now, with respect to the daily volumetric rate for the shared facilities, as I understand it, it's the daily volumetric -- the calculation would be the daily volumetric rate times the standby demand on those days where it's applicable; correct?

MR. POLLOCK:  Yes.

MR. RUBENSTEIN:  And my understanding of that is
not -- it's not applicable on every day of the month; correct?

MR. POLLOCK:  That's right, it's only when the actual service is provided during a weekday or excluding a weekend or holiday.

MR. RUBENSTEIN:  And so for it to be -- for Energy+ to charge the daily standby rate, would it need to know what days the LDG facility is not being used?

MR. POLLOCK:  What they would need to know is whether an outage occurred and what was the effect of that outage in terms of the additional load placed on the system, if any.  So it would be an after-the-fact analysis to see what happened.

MR. RUBENSTEIN:  Now, I understand for a large facility like Toyota that could be done.  Help me understand if I have a 100 kV rooftop solar, how would Energy+ know when the sun isn't shining besides I guess looking out the window?  But to have -- to know when the facility is not actually producing electricity?

MR. POLLOCK:  That would be challenging.  I am not suggesting that that couldn't be done, I am just suggesting that it would be more challenging.

MR. RUBENSTEIN:  And even for the large facility, it would have to be an after-the-fact analysis; correct?

MR. POLLOCK:  It would be, yes.  Unless your metering was real-time and you could actually see it happening.

MR. RUBENSTEIN:  And am I correct it could be done with respect to Energy+'s LDG facilities because there's a separate meter for the generation; correct?  That it --


MR. POLLOCK:  For Toyota's metering?

MR. RUBENSTEIN:  Yes.

MR. POLLOCK:  Yes.  But for some LDG facilities that would not necessarily be the case.

MR. POLLOCK:  Depends on the type of metering and how it was -- whether it was telemeter or not.

MR. RUBENSTEIN:  And you don't know what facility -- in Energy+'s service territory what the makeup of that is.

MR. POLLOCK:  I have not done a study of that, no.

MR. RUBENSTEIN:  So if Energy+ can't tell, for example, in the solar example I provided you, what should be done?

MR. POLLOCK:  That's a great question.  I don't have an answer.

MR. RUBENSTEIN:  All right.  Thank you very much.  Those are my questions.

MR. JANIGAN:  Thank you, Mr. Rubenstein.

Is your preference, Mr. Harper, to go before lunch?

MR. HARPER:  I can do either.  I probably have at most 15 minutes, so I am in your hands as to which way you would like to do it.

MR. JANIGAN:  Why don't we go ahead with your cross, and then we will take a break for lunch.

MR. HARPER:  Thank you very much.

MS. NEWLAND:  May I have --


MR. JANIGAN:  You want a five-minute break?

MS. NEWLAND:  Yes.

MR. JANIGAN:  Okay.  We will take a five-minute break.
--- Recess taken at 12:16 p.m.
--- On resuming at 12:20 p.m.

MR. JANIGAN:  I guess we can begin.  You may begin, Mr. Harper.
Cross-Examination by Mr. Harper:


MR. HARPER:  Thank you very much.  My first question I don't think really requires any references.  It's at a fairly high level and it's for Mr. Pollock. 
Would you agree -- I have heard you say and I guess you would agree with the fact that a fundamental principle of cost allocation is that it should reflect cost causality.

MR. POLLOCK:  Yes.

MR. HARPER:  I see from your CV, and we commented on 16 pages earlier, that you have been involved in a lot of proceeding dealing with cost allocation.

MR. POLLOCK:  Yes, I have.

MR. HARPER:  And would you say generally as a starting point, there's usually general agreement that cost causality is the principle that should be followed?

MR. POLLOCK:  I would say that's the most common denominator of every cost allocation study that I have before involved in.

MR. HARPER:  However, the fact you have been involved in so many proceedings and we are here today suggests that -- would you agree that frequently there are disagreements as to exactly how to establish cost causality, and exactly how it should be applied, and that's sort of where the rubber hits the road and disagreements typically arise?

MR. POLLOCK:  Yes, I would agree.  I mean reasonable minds can have different opinions.

MR. HARPER:  Right.  And I guess but at the end of the day, if one establishes a particular approach or a way of applying cost causality, would you agree with me that that  approach should be applied to all customer classes?  You can't apply one approach to one set of customers and another approach to another set of customers.

Would you agree that from a fairness perspective, once a tribunal decides on what's the way to go, everybody should be treated using the same approach?

MR. POLLOCK:  Well, the question is one of balance, I guess.  If cost causation says you should do something different for one class than another, then your choice is either do something different that reflects cost causality or just ignore that difference.

Obviously that would not be my preference, the second option.

MR. HARPER:  But that would be caught up in your decision as to how you are going to apply the principle of cost causality to begin with.  If in applying that principle,  you come up with a distinction between classes in terms of different costs, then applying the principle would mean yes, there's a difference and we are going to put different costs to those classes.

MR. POLLOCK:  There are always going to be distinctions in how costs are allocated by class.  That's not -- even if all assets were pooled.  Just the way cost allocation studies work, it's always going to result in differences in the cost by customer class.  The question is which approach best reflects the costs that customer classes and customers cause the utility to be incurred.

MR. HARPER:  But even at that point, which is the best approach, again reasonable minds differ and the people have different views as to what's the best approach.  Is that a fair --


MR. POLLOCK:  There obviously are reasonable differences; sometimes there are unreasonable differences. But I understand your point.

MR. HARPER:  That's fair.  And I think -- from your perspective, I think you have covered off some of this in your direct examination is that when you were talking about not allocating underground and not allocating bulk to TMMC, I think that reflected -- I would characterize a general principle and I think it was in your evidence that if a facility is not used or electrically connected to a customer, then the cost of that facility should not be allocated to that customer.  Is that a fair representation?

MR. POLLOCK:  If they didn't cause it, if there's no connection between that customer's load and the existence of an investment, whatever that investment is, then you wouldn't allocate that investment to that customer or that class.

MR. HARPER:  So and maybe I am just trying to sort of -- and we talked about how -- we have heard from the Energy+ panel how generally their system is integrated into a large extent.  There may be some exceptions, but all electrically interconnected.

Let's say we had a fairly large utility that served merely mainly a rural area.  It's a fairly large rural area and to a large extent, the service was provided through radial feeders that, from a practical perspective, were not looped or interconnected.  Like each radial feeder served a certain set of customers, but there was no interconnection between those feeders.

Would the application of your principle suggest that there should be a separate allocation because each feeder's going to cost differently, and each customer is only using one feeder, that the cost allocation should be done such that the customers on each feeder are allocated only the costs of that feeder?

MR. POLLOCK:  Well, I think -- I think there's several layers to that question that I think we'd have to know all the answers to.  First of all, in a rural system, the really first question is if the utility extends line some distance and they incur extra costs to do that, then there would be a direct allocation to that customer in the way of either a capital contribution or contribution in aid of construction or deposit, which would basically require that customer to pay for the additional costs having to extend that feeder way out to that customer's facilities.

That's somewhat analogous to what we are talking about now, but not in exactly the same sense.  So that would be a form of direct allocation, even if all the rest of the costs are pooled and allocated to even else.

The customer that, you know, resulted in that high cost feeder being attached and has paid that extra contribution to make sure that the other customers are not subsidizing that particular service.

MR. HARPER:  I am just talking about the cost of the revenue requirement.  You talked about allocating the cost and the revenue requirement.

So assuming we have done all that and appropriate capital contributions have been received, there is still going to be distribution revenue requirement associated with each of those individual radial feeders.

What I am trying to struggle with, just on this simplified example of mine, applying your principle, would you pool the costs of all those feeders and allocate them to all customers?  Or would you individually allocate the costs of each feeder, the revenue requirement portion of the cost of each feeder to the customers that are all on that feeder?

MR. POLLOCK:  Well, again, that's a very -- it sounds like an easy question, but it is no easy real answer.  I think you would have to look at what the nature of the customers that are served on that feeder are.

I think, you know, if you're talking about feeders that go to specific customers or specific classes, I think that's a different circumstance than feeders going to, say, the general body of rate payers, but they just happen to be three separate feeders that do that.  I think we would just have to look at that analysis and decide what's the best approach.

I can't really give you an opinion just with the facts you have given me.

MR. HARPER:  No, but if I take your response, though, that would seem -- I would interpret from that that there could be cases where you would allocate the cost of a facility to a customer that was not actually being -- that was not electrically connected to that customer.

That's what I take from that response.  Is that correct?

MR. POLLOCK:  I think again you would have to look at the specific circumstances and how customers are electrically connected.  If these three feeders that that you are talking about -- if, for example, a feeder serves only industrial customers, then there's pretty good argument to be made that the industrial class would pay the cost of that feeder, if they haven't already contributed to the cost by way of a contribution in aid of construction, in which case you would then pool the cost because the customer's already paid for everything.

You wouldn't allocate any of those pooled costs to that customer, because of the fact the customer has paid everything.

MR. HARPER:  Okay, thank you.  I think I understand to some extent that this is something that would require more study.

Maybe -- and you touched on this a bit with Mr. Rubenstein, but again I am trying to get a little bit more detail.

If we go to -- it was compendium that Mr. Garner had handed out yesterday.  If you go to VECC 15.1, I think it's PDF page 78, if I am not mistaken.

Right.  And here Mr. Rubenstein was talking to you about the distinction between local and shared facilities, and you indicated that would require further study in order to do that.

And I guess I was just wanting to get a little bit information from you.  It requires further study, but what would be the principles that you would apply in doing that study in order to distinguish whether a particular facility was a local facility or a shared facility.

Like because we are doing a study, and every study should be based on the same sort of common principles, it seems to me.  So what would be the principles that you would bring to bear in that study, in terms of deciding whether a facility was local facility?

And I was trying to get a little more detail than just it's a driveway versus a highway.

MR. POLLOCK:  Oh, you don't like that analogy?

MR. HARPER:  I think the problem is that we -- there's a lot of difference between the 401 and my driveway.  There's a lot of roads in between.  It's when you get to the roads in between that it gets a little be bit messy as to which way do they go.

So I was trying to understand which criteria you would use to make that distinction.

MR. POLLOCK:  It would have to be obviously layered because of the different levels of distribution system, as is indicated in that table, provide different levels of what's serves a specific customers as opposed to what's shared by all customers.

So at the primary level, that's why the amount of shared costs is higher because there's more -- everybody uses primary.  Even customers that take service at secondary use and share the primary system, so there's more logic to be said that that's more like the 401, or the bypass to 401, or the big main road.  Whereas secondary is usually pretty specific to individual customers and so that's where the more of those costs would tend to be assigned.  It would be driveways because you are talking about now lines that go to specific, you know, specific customers off of a -- say a distribution pole or underground conduit.

MR. HARPER:  Okay.  Again, I am trying to understand how we fit in the middle here.  Let's say I have secondary facilities that are serving both a local Mac's milk store, what we call a convenience store, which would be in the GL less than 50 class, and the house that's sitting right next door to it.  Would those be viewed as shared facilities or local facilities?

MR. POLLOCK:  I think as you get electrically closer to customers those tend to be more local facilities, because then it matters, you know, what the demands of those customers are in terms of how you size those facilities.  So I would say the closer you are -- so facilities that are closer to the customer would be more local, the ones that are farther from -- electrically farther from the customer would be more shared.

MR. HARPER:  So if I was to try and put that in another terminology, what you might be looking at is a diversity amongst the customers involved -- customer or customers involved in using the facility, and to the extent there was greater diversity they would be shared, to the extent there was less diversity they would be local?

MR. POLLOCK:  I think that what you would do is you'd have an engineering study done on the system and decide, all right, which of these facilities do I plan and serve to serve a broader customer group than just an individual load or loads, and those facilities would be shared facilities.  The ones -- all the other ones by default would be local facilities, or vice versa.  You could look at just the facilities that serve, you know, individual loads and call that local and everything else is shared.

MR. HARPER:  But again, there'd be some judgment involved in there?

MR. POLLOCK:  There's always judgment, you know, engineering cost-of-service studies, you know, use a lot of engineering and economic judgment, and it's just the question of applying the time and the -- having the right people in the room to make decisions that reflect the way that utilities physically plan their systems and how they utilize those systems to serve customers.

MR. HARPER:  Fine, thank you, those are all my questions.

MR. JANIGAN:  Thank you very much, Mr. Harper.

We are going to take a break until 1:30, and when we return I understand that CCC won't be asking questions, so we will have questions from Staff and Energy+, plus redirect, and we should be able to deal with concluding matters.

As I understand it, there has been agreement on a schedule for argument to be presented, what dates, so we will deal with that after lunch.  So we are adjourned to 1:30.
--- Luncheon recess taken at 12:33 p.m.

--- On resuming at 1:38 p.m.

MR. JANIGAN:  Please be seated.  Ms. Djurdjevic, I believe you're up.

Cross-Examination by Ms. Djurdjevic:

MS. DJURDJEVIC:  Thank you, Mr. Chair.  Staff just has a couple sort of clarification questions on the TMMC evidence, in particular Mr. Pollock's report.


And the first document I would like to refer to is in TMMC updated evidence as revised on March 1, 2019, particularly JP13.


MR. VELLONE:  Is that exhibit confidential?


MS. DJURDJEVIC:  It's Mr. Pollock's revised report.  We sent you a list of the documents we will be referring to.


MR. VELLONE:  Yes, sorry, is it confidential?  I think it's filed in confidence.  Do you need to go in camera?


MS. DJURDJEVIC:  There is a redacted version of this and I am not going to be referring to the specific numbers that are confidential and redacted.


MR. VELLONE:  Give us a second.  We are trying to pull that one.


MS. DJURDJEVIC:  Sure.  It may be helpful for the Panel and the parties to have the confidential version in front of them, although I will not be stating what those items or numbers are.


MR. VELLONE:  While we are trying to work out the computer difficulties, do the witnesses have a copy of what's being referred to?


MR. POLLOCK:  Yes.


MR. VELLONE:  Does the Panel have a physical copy, perhaps?


MR. JANIGAN:  I think we do.


MR. VELLONE:  We can go back to the old-fashioned way of doing this.  My apologies.


MS. DJURDJEVIC:  It's the updated written evidence of Mr. Pollock dated February 15, 2019.  Now you've got it.  All right, there the amounts are blacked out, but I am not referring to any specific, in any event.


So this document is Mr. Pollock's recommended distribution service rate design for TMMC.  And in deriving the base rates and standby charge, it appears Mr. Pollock calculated the costs of the local service assets, so the driveway assets, that are required to serve the demand imposed by TMMC.


This cost is then -- so this would be the line that is number 9, local facilities cost.  So then this cost is divided across a total forecasted demand plus contracted capacity of the standby generator.


MR. POLLOCK:  That's correct.


MS. DJURDJEVIC:  So the effect of this is that the revenue generated from the fixed monthly charge, plus the variable demand charge, plus the contracted, the standby charge -- so remember there's three components to it -- now this would recover the revenue that's targeted for collection from TMMC and in this case, that is looking at lines 1, 2 and 3, again because TMMC would be moved to the top of the revenue cost range of 115 percent, the target revenue is 452,649.  Do I understand that correctly?


MR. POLLOCK:  I it's 450,741, minus other revenue.  So the target rate design revenue is 420,157.


MS. DJURDJEVIC:  Sorry, come again?  The target revenue -- I am looking at line number 3.  Which line are you referring to?


MR. POLLOCK:  You are look at the target revenue, which includes other revenues.  So you subtract the other revenues.  So the rates themselves have to recover the amount on line 5, 420,157.


MS. DJURDJEVIC:  Yes, thank you.  Then when we look at how you propose to allocate common assets used in providing service to TMMC, so those would be line 8, shared facilities cost.


The cost of these assets are allocated on the basis of forecasted demand alone, so excluding any allocation for standby load.  Do I understand that correctly?


MR. POLLOCK:  That's correct.


MS. DJURDJEVIC:  Okay.  Now when you were -- so this is the TMMC proposed rate.  And I am sorry I don't have the reference in front of me, but if you need it, I will find it.


But thinking back to how you derived the standby charge for the class GS 50 to 999 kilowatts -- and actually we do have that.  It's JP 15, so if you just go forward two pages.  So here you've calculated the demand related cost associated with local service assets for this class, again divided across the billing demand of this rate class and you arrive at a cost per kilowatt hour.


MR. POLLOCK:  Per kilowatt, yes.


MS. DJURDJEVIC:  Per kilowatt, sorry.  So I have that understanding.


Now in this -- when you're allocating and calculating for this class, you are including a standby charge to recover revenue in addition to the allocated revenue requirement.


MR. POLLOCK:  Are you talking about lines 4 through 6?


MS. DJURDJEVIC:  Sorry, we have some -- so, no, I am looking at -- so it's number 3, yes, the contract volumetric rate.


MR. POLLOCK:  Okay.


MS. DJURDJEVIC:  Right.  So that's the standby charge?


MR. POLLOCK:  That's the driveway, yes.


MS. DJURDJEVIC:  Yeah, the driveway.  So now going back and comparing it to JP 13, so your proposed treatment for the TMMC class where there's no standby charge, there is one for the -- in your calculations, there is such a charge for the GS 50 to 999.


So it's a different methodology that's being applied.  Am I correct?


MR. POLLOCK:  No, it's the same approach because in both cases, we are talking local distribution costs, or local facility costs, dividing it by the billing demand to establish what the standby customer would pay every month based on whatever the contract standby demand is.  And that's the same -- so JP 13, line 9, and JP 15, line 3 are the same, essentially the same construct, just applied to different classes.


MS. DJURDJEVIC:  Okay.  I am going the call on my trusty staff person here, who is far more expert in this, to clarify what the concern is with the amounts that are -- the methodologies appear to be different.


MR. FRANK:  Okay, so this Andrew Frank.  So I think the concern is that it appears that if we are looking at JP 13, the volume in row 9 is including the contracted standby capacity.


But if we are looking over at JP 15, if we can pull that one, the volume on row 2 is now not including any provision for contracted standby capacity.


MR. POLLOCK:  Right, I understand your concern, and let's say this.  So right now, there is no standby load in the GS 50 to 999 class.

So the way to calculate the unit cost for that is you take the actual dollars that are allocated for local facilities and divide it by billing demand.  So when there is standby load on the rate then that unit cost will apply to the contract standby demand if and when there is standby load on the rate at the time.  But it's still based on the unit cost of providing the local facilities.

In this case, for Toyota, we knew what the contract standby demand was, we know the pot of dollars that are going to be recovered from Toyota in total, so that's why we derived it with the denominator that includes the contract standby demand, because it is a known number in the test year.

MS. DJURDJEVIC:  Okay.  I am glad you two gentlemen had that discussion and clarified that for us.

My last question is about the potentially confidential information that could be disclosed if TMMC was its own rate class.  So we have heard this in the testimony and the written evidence.  And there was some discussion about this at the technical conference, and I don't believe there was follow-up, so if we can maybe turn to that and maybe you can provide that answer for us today.

And I am looking at transcript page 112, and line 11.  This is where Ms. Collis is responding to discussion about whether the rate and the tariff would have to be confidential or whether parts of the cost allocation model would need to be confidential, and at line 11, Ms. Collis says:

"I think our expectation would be on a go-forward basis that the rate itself would not be considered confidential and the understanding is that it would be part of the tariff."

 So I guess we are all clear on that aspect.

 But then a couple pages forward, looking at page 115 of the transcript now, and line 19.  So then there was discussion about, without reading, you know, two pages of transcript, whether the cost allocation model would need to be confidential or parts of it, and the comment by -- was that Ms. Collis or somebody -- at line 19 is:
"Let's do that by way of undertaking."

 Unfortunately I wasn't marked as an undertaking and there was no response.  So I am wondering if TMMC can give some indication today whether they have a position or view of if TMMC was in its own class and what -- clearly the tariff and the rate would have to be public, but in terms of the information, the cost allocation model that is used to derive the tariff, are there components that would need to be confidential.

MR. POLLOCK:  That's a fair question.  We did do an undertaking.  It was JTC1.13.  And it says:

"TMMC confirms that it does not object to the disclosure of the annual billing determinants associated with supplementary and standby distribution service."

Now, that said, that means rate design is clearly open in the public.  There might be data in the cost-of-service study.  For example, if in a future rate case your starting point was their historical load profile and you are using that to project what the load profile is for the test year, that information might have to be confidential, but that would be in camera and is part of the process, it wouldn't at all make anything in the rate design or the tariff confidential.

MS. DJURDJEVIC:  Okay.  Thanks, that's helpful.  And I guess the last --


MR. VELLONE:  I have a line of questioning on exactly the same topic.  Does it make sense just to deal with it now?  I am just going to jump in.

MS. DJURDJEVIC:  Oh, I am going -- well, you know what?  I will just refer to one more document, because I think is going to hopefully conclude any further discussion.  And that document is the Board directions on cost allocation methodology, which we have seen in other compendiums, but the section I have asked for is on the screen now, in particular section 1.8, dealing with confidential information.  And I will read starting from the bottom of page 6:

"If the input information to be used in the disclosure -- would result in the disclosure of personal compensation details of an individual utility employee or the load profile of an individual utility customer, then that input information must be hidden in the version of the model that's filed.  However, the resulting model outputs must remain public.  The above concerns would arise if..."

Skip a couple of words:

"...if there are only one or two customers in a rate classification for which load data is required."

For which -- in that case:

"In those circumstances the distributor must specifically hide the relevant input data in the model field."

So -- and in the OEB's view this -- as they go on to say in the last paragraph of that section:

"The Board is of the view that the above confidentiality provisions are now sufficient and reasonable."

And my question to the panel is whether -- does this address any concerns about disclosure of confidential information?  That is -- my reading of this, if the load data is masked, that's sufficient?

MR. POLLOCK:  I would agree with that.  I think my colleagues would agree with that too.

MS. DJURDJEVIC:  All right.  And now my last case is related to the discussions we had with the Horizon case where new large use classes were approved, but each of those classes had more than one customer.  And in the event that the OEB in this case approves a separate class for TMMC, and in the future another large use customer appears with the same or very similar characteristics as TMMC and requires connection directly to a substation and to connect to Energy+'s system, should this customer not be added to the class with TMMC?

MR. POLLOCK:  Well, yeah, to the extent that the circumstances are identical it would make sense to have them in the same class provided that the costs were similar.  So if the -- if you took the direct assigned facility of the new customer and concluded that that requires a rate that's twice as big as the direct assigned facilities to the other customer, then I think you would then either have to create a separate class for that customer or you would have to have two rates within that class to reflect the proper cost, you know, cost allocation rate design.  But it can be done.

MS. DJURDJEVIC:  So again, you know, if -- the concern I guess from our -- Staff's thinking is what we may have to deal with in the future, and our understanding, at least mine, is that you can't have two customers in the same class with different rates, so what -- how do you technically as an implementation matter see that happening?

MR. POLLOCK:  Well, you either have got to think outside the box and say, well, we can make an exception because these are just two customers and there's all these differences in the cost, or you create a separate class, but either way there's a solution.

MS. DJURDJEVIC:  Okay, those are all of my questions for the panel.  Thank you very much.

MR. JANIGAN:  Thank you, Ms. Djurdjevic.

Mr. Vellone?

MR. VELLONE:  Thank you, Mr. Chair.  I did distribute a compendium earlier this morning.  It does contain confidential information, so I am going to get it marked as a confidential exhibit.

MS. DJURDJEVIC:  Okay.  So this is our first confidential exhibit today, so KX2.1.  And we will pass up copies to the panel.
EXHIBIT NO. KX2.1:  CONFIDENTIAL ENERGY+ CROSS-EXAMINATION COMPENDIUM FOR TMMC PANEL 1.

MR. VELLONE:  And Mr. Chair, I have attempted to structure my cross so I do all of the non-confidential stuff first, and I will signal at the exact point in time I think we need to go in camera.

MR. JANIGAN:  Thank you, that will be fine, Mr. Vellone.
Cross-Examination by Mr. Vellone:

MR. VELLONE:  Does the witness panel have a copy of the compendium?

MS. COLLIS:  Yes.

MR. POLLOCK:  Yes.

MR. VELLONE:  Can we turn up the first page to that compendium?  And this is Energy+ response to a Toyota interrogatory, and it listed out the Bonbright principles for ratemaking.  Mr. Pollock, are you familiar with these principles?

MR. POLLOCK:  In general, yes.

MR. VELLONE:  Can you summarize them at a high level?

MR. POLLOCK:  Yes, so the principles of rate design is you try and make the rates as understandable as you possibly can, recognizing that everything underneath a rate is rocket science, but we try to make it as simple as possible.

The utility, of course, wants to earn their return, so you want to make sure the rates are designed in a way that gives the utility an opportunity, a reasonable opportunity, to recover the revenue requirement, try to do so in a way where the revenues and costs are stable so that there's not -- so you don't have a year when if uses goes down, revenues and costs go down less than revenue, so that's stability.

Fairness, I guess, is a little bit in the eye of the beholder.  I look at cost causation and say if you do a cost study that reflects sound engineering, economic, and cost causation principles, that that's a fairness.

That also can mean that you would have to mitigate in the case of some classes, where you would require maybe too large of a change in a single step.  So you cushion, if you will, a pure cost-based allocation to mitigate the impact on anybody that would get a substantial overall increase. You want to send the proper price signals, because the rates in design give the proper price signals, you are encouraging the customers to adhere to those price signals and conserve capacity when capacity tends to be tight.

MR. VELLONE:  Do you want to hit the last two while you are on that train of thought?

MR. POLLOCK:  Well, I guess the undue discrimination is again trying to set a rate that reflects as closely as practicable the allocated costs.

And also a rate design where you are not charging customers that are essentially the same different rates.  That would not -- that would not be a good thing, unless there's also differences in cost.  If there's differences in cost, even within the class, you can still charge different rates within the class.

And then on the efficiency and promoting, that's price signal issue, sending the right price signal so the customers will recognize the extra costs that they incur when, you know, when you turn on a light or machine.

MR. VELLONE:  Thank you very much.  And would you agree with me that these are, roughly speaking, the broad categories of factors this Board panel needs to weigh when considering these different options that are before them?

MR. POLLOCK:  I would say this is probably a very exhaustive list.  I think there are some things that are maybe more -- maybe we would give more emphasis than other things.

MR. VELLONE:  And if you were to draw that emphasis, I am going to take a shot at that, it would probably be on the fairness side of things.  You mentioned cost allocation representing cost causality also equals being treated equally.

MR. POLLOCK:  Right.

MR. VELLONE:  That would be one relevant consideration.

MR. POLLOCK:  The starting point is to have a good cost of service study that properly reflects cost causation principles; that's your starting point.  Now, the ending point kind of depends upon a lot of other things.

Ideally, you would use the cost study to set and design the rates for each class.

MR. VELLONE:  And another relevant attribute for this panel to keep in their consideration is simplicity, understandability, feasibility.  You heard some stuff yesterday from the Energy+ panel about some concerns on that side of things.  Would that be a relevant consideration as well?

MR. POLLOCK:  I am not sure exactly how that would be.  I mean simplicity -- you know, customers aren't going to understand how they rates work unless they really decide they want to become invested and understand how the process works.

And as I have said and will say, rate making is rocket science.  There is no simple and easy way to do it.  That's just -- those are the cards we have.  You can try to make the rates as simple and understandable as possible, but recognizing you are dealing with a highly technical subject, it's pretty hard for somebody that doesn't have the background or understanding, or is not willing to invest in learning, it's really hard to have a customer really understand what those rates really are and what they are intended to do.

That's not to say with good education, a good outreach program you get there, because a lot of utilities have had to do that, particularly in jurisdictions where customers can go out and choose an electricity supplier.  Then they have to really understand what their options are and there are ways to be able to explain that.

MR. VELLONE:  So you're saying that simplicity is not a relevant consideration?

MR. POLLOCK:  I think that there's a huge trade-off between getting the rate correct and reflective cost causation and over-simplifying things.  So you have to provide some kind of balance, but I would lean on the balance of getting the rate design correct and then explaining it in a way that customers understand why that rate is appropriate, and why it sends the proper price signal, why it's not discriminatory, and why it's fair.

MR. VELLONE:  What about feasibility, still in that first bullet point?  What if it's simply not feasible to implement, for one reason or another, a proposal?

MR. POLLOCK:  I think it really depends upon what the reason is.

MR. VELLONE:  But you think if there's a reason, that's a relevant consideration?

MR. POLLOCK:  I think it depends on what that reason is.  If it's we've never done it before, that's not really a good reason.

MR. VELLONE:  Point taken.  Okay, I will take that. And what about avoidance of undue discrimination?

I am going to simplify this even more.  Avoidance of cross subsidies; is that an easy way to understand that?

MR. POLLOCK:  It is.  So when you set rates that reflect costs on your accepted cost causation principles, you're creating equity because every customer is paying the cost to serve; they are not paying anybody else's cost to serve.  You are sending proper price signals which encourages conservation, which avoids wasteful or uneconomic use.  You are creating stability, because the revenues and costs kind of work together now.  So revenues go, sales go, revenues go, costs go, and you're treating all customers fairly and without discrimination.

MR. VELLONE:  Thank you very much.  I am going to stick on that point for a little bit, avoidance of cross subsidies, and I would like to ask some questions about your in-chief from earlier today.

And I think, Ms. Collis, this might be for you.  If I heard you correctly, you said you hadn't taken a deep look at the retail transmission service rates, or that hasn't been explored very deeply in this proposal.  Is that a fair understanding of what was said today?

MS. COLLIS:  And in this proceeding in general, it hasn't been explored.

MR. VELLONE:  But you would agree that there's actually been interrogatory questions and discovery on the applicant's proposal as it relates to gross load billing in this proceeding?  I think even Toyota asked questions.

MS. COLLIS:  General questions.  I don't think there was any deep discussion about it.

MR. VELLONE:  So I just want to cross check your understanding of that issue with ours.  Is it your understanding that Energy+ is billed on a gross load basis for retail transmission service rates by Hydro One?

MS. COLLIS:  Yes, I am.

MR. VELLONE:  Including the Toyota load displacement generation?

MS. COLLIS:  Yes, I am.

MR. VELLONE:  But currently, Energy+ does not bill Toyota retail transmission service rates on a gross load basis.

MS. COLLIS:  Yes.

MR. VELLONE:  So the differences between those billing methodologies, one could argue, results in a cross subsidy in Toyota's favour; is that fair to say?

MS. COLLIS:  It could in respect to going to a pool.  It goes to a deferral account, so I mean there's a difference between what we're charged on a monthly billing versus what is going as the coincident peak billing.

MR. POLLOCK:  If I can comment?   I don't think the answer is clear-cut, because it really depends upon what their profile looks coincident with the peak, as opposed to what their overall profile might look like, which is going to be different.

So it's not clear that there is a subsidy.  You really have to look at what their profile is coincident with the peak, not what their actual from file outside of the peak is, in order to -- as I understand the way cost causation works on the transmission rate side.

MR. VELLONE:  We might choose to defer this to the argument phase in the proceeding.  But in Ontario, utilities are charged specifically by the transmitter on a gross amount for load displacement generation.  There's actually a meter at the Toyota facility that measures that output, and that's what Energy+ is charged on that side.

And that's a unique factor in the Ontario side of things.  Would you take that, subject to check?

MR. POLLOCK:  Yes, I would.

MR. VELLONE:  So I don't think actually cost causation is a -- it's almost one to one here.

MR. POLLOCK:  Depending upon the if the gross load that you are billing against is the load that's coincident with the system peak.

MS. NEWLAND:  Mr. Vellone, could you just articulate for the record what the actual undertaking you want is?

MR. VELLONE:  I haven't asked for an undertaking.

MS. NEWLAND:  Oh, I am sorry, I misunderstood.  I thought you asked for an undertaking.

MR. VELLONE:  No.

MS. NEWLAND:  Okay.  Oh, you would defer to argument; I beg your pardon.

MR. VELLONE:  And my understanding is that Toyota is not proposing to fix this particular issue with regards to a potential cross subsidy at this time, that you would prefer to defer it until some later date when the OEB, I guess, makes some type of generic policy decision?

MS. COLLIS:  Correct.

MS. NEWLAND:  Mr. Vellone, I need to get back -- go back to you on this issue.  My understanding of the scope of the gross load billing issue in this proceeding, and I stand to be corrected, was that the issue was how those transmission charges were billed, whether they should be billed on a gross load or a net basis, as opposed to how the actual charges are calculated.  Or is that within the scope of the gross load billing issue?

MR. VELLONE:  I think the proposal is a gross load billing proposal in the application.  The status quo is that it's billed on a net basis for this customer class, and that in a rate-setting case you can't get out of the details of how each of those are computed to make a rational determination on it.

MS. NEWLAND:  So I object to the characterization of our -- my question as trying to get out of something.  It was our genuine impression that the issue was limited to the question of whether the charges should be passed through on a gross or a net basis.  If the issue is bigger than that, then this is news to us.

MR. JANIGAN:  Well, I wonder if this is a matter that is probably best left to argument to --


MR. VELLONE:  I will move on, Mr. Chair, if that helps.

MR. JANIGAN:  Okay, thank you.

MR. VELLONE:  Although I am still going to stick on the theme of cross-subsidies.  Mr. Pollock, I wanted to ask you some questions about your opening remarks.  And this was explored a little bit by my friend at Schools with a relatively good example of the implications of assigning zero cost to the Toyota large user class of the bulk assets.

Do you remember that three-scenario analysis that my friend took you through?

MR. POLLOCK:  Yes.

MR. VELLONE:  And the issue really is while you assign zero costs in the bulk assets, is my understanding of it -- correct me if I am wrong.

MR. POLLOCK:  No, you are correct.

MR. VELLONE:  If you assign zero costs on the bulk assets that are owned by Energy+, but don't also assign more costs associated with the retail transmission service rates which are associated to the transformer that Hydro One owns, that you end up in a cross-subsidy situation; is that a fair simplified example of what Schools was trying to take you through?

MR. POLLOCK:  Well, given the parameters of the example and the assumptions, then if you assume everything is absolutely correct, then on that issue potentially you could say, oh, there might be a cross-subsidy there, but that's just one issue, and there are lots of other issues that we have raised where there could be cross-subsidies.  So you've got to look at them all and put them in the total context of the case, not just look at one and say that one is a cross-subsidy, then we are going to ignore everything else.

MR. VELLONE:  So your class base of cost-of-service study, though, it doesn't consider these retail transmission service rates as within the scope of your study, right?

MR. POLLOCK:  Those costs are not in the cost-of-service study.  How could it?

MR. VELLONE:  They were out of scope of your study.

MR. POLLOCK:  They are not in the cost-of-service study.

MR. VELLONE:  So the cross-subsidy concern exists simply because you say that's not in the cost.

MR. POLLOCK:  It remains to be seen.

MS. NEWLAND:  I object, Mr. Vellone.  That's not what Mr. Pollock said.  He said that he was looking at the cost-of-service study and those costs were not in the study, and they are not.  He wasn't trying to avoid dealing with them, he was -- it just wasn't within the scope of what he was doing.

MR. VELLONE:  I have the answer I need, Mr. Chair.

MR. JANIGAN:  Okay.

MR. VELLONE:  What about -- in your class-based cost-of-service study you chose to not allocate any underground assets to the Toyota large user class; is that correct?

MR. POLLOCK:  Correct.

MR. VELLONE:  Did you make corresponding adjustments to the amounts of pole-related assets assigned to other classes to account for that?

MR. POLLOCK:  I don't understand the question.

MR. VELLONE:  So you -- I believe you had an exchange with Mr. Harper earlier today where you agreed that as a first step with direct cost allocation you determine what the directly allocated costs are to a particular class; is that right?

MR. POLLOCK:  Yes.

MR. VELLONE:  And then as a second step, you had to make adjustments elsewhere in the cost allocation model to ensure amounts aren't double-counted.

MR. POLLOCK:  Right, that's the adjustment to the allocation factor so that they are not -- also have direct assigned overhead feeders and allocated overhead feeders.

MR. VELLONE:  Certainly on -- I guess my understanding of Mr. Harper's question was broader than that answer.  And I will explain how.  My understanding was you don't just have to make consequential adjustments to the large user class, you also have to make consequential adjustments for all the other rate classes to account for the fact that you're actually attributing zero dollars to Toyota for underground assets.  That was my understanding.

MR. POLLOCK:  Okay.  And the adjustment would be to the allocation factors that apply to the other classes.

MR. VELLONE:  Okay.  And have you made any such adjustment?

MR. POLLOCK:  Yes, when we removed Toyota from the underground allocation factors it changed the allocation factors for all the other classes that use underground.

MR. VELLONE:  For the poles?

MR. POLLOCK:  No.  We didn't -- we allocated the poles.

MR. VELLONE:  Right, did you make an adjustment to the allocation factor for the poles to account for the fact that you directly allocated the underground?

MR. POLLOCK:  We didn't directly allocate the poles.

MR. VELLONE:  Did you make an adjustment to the allocation factor for the poles to account for the fact that you directly allocated the underground?

MR. POLLOCK:  We didn't directly allocate the underground, we allocated the underground to all classes except for large use -- except for the TMMC large use class.

MR. VELLONE:  So you directly allocated zero dollars to Toyota?

MR. POLLOCK:  Yes.

MR. VELLONE:  Did you make corresponding adjustment to the allocation factors for the poles for all the other classes to account for that?

MR. POLLOCK:  No.

MR. VELLONE:  Thank you.

Sticking on the theme of cross-subsidies, if I may, I'd like to just better understand the concern you raised this morning about the Board's policy as it relates to LRAMVA.  And my understanding of the concern was that the fact that the LRAMVA recovery is allocated to a specific class rather than across all classes was an area of concern for Toyota; is that correct?

MS. COLLIS:  Correct, and potentially to an actual specific distributor.

MR. VELLONE:  And that if you -- your preference would be to see it allocated across all customer classes, kind of on some other basis?  Is that a fair understanding of your position?

MS. COLLIS:  Yes, all rate classes.

MR. VELLONE:  And it wasn't a critique of Energy+'s application, you are recognizing Energy+ is just applying the Board's allocation methodology; is that right?

MS. COLLIS:  Correct.

MR. VELLONE:  In this circumstance, where there is a significant LRAMVA claim related directly to the Toyota load displacement generation, would you agree with me that Toyota gained an economic benefit associated with that installation of that load displacement generation from a distribution rate point of view?

MS. COLLIS:  I am not sure I understand the question.

MR. VELLONE:  I will try to repackage the question in a different way to make it easier to understand.

The LRAMVA claim proposed by the applicant relates largely to the Toyota load displacement generation?  Would you agree with that?

MS. COLLIS:  Yes, I do.

MR. VELLONE:  And the claim relates largely to lost distribution revenue arising directly as a result of the operation of the Toyota load displacement generation; is that right?

MS. COLLIS:  Yes.

MR. VELLONE:  And you didn't have to pay that lost distribution revenue; is that right?

MS. COLLIS:  Correct.

MR. VELLONE:  So you got a benefit?

MS. COLLIS:  Well, I -- there wasn't anything to pay for, I guess.

MR. VELLONE:  It may be semantics, it may be semantics.  You didn't have to pay those amounts.

MS. COLLIS:  There's lots of things that I don't have to pay for that I don't get, and I don't call it a benefit.

MR. VELLONE:  But your belief is that the LRAM claim when it get disposed of should be socialized across all customer classes and not just the large user?

MS. COLLIS:  Yes, and perhaps at more of a provincial level since it was a provincial initiative.

MR. VELLONE:  Okay, I will move on.  I would like to explore our discussion about standby from this morning, and I was actually a little -- I am trying to understand the Toyota position, and please clarify if I have got this wrong.

Your witnesses proposed a methodology for standby and defended it, and provided rationale for it.  But Toyota's position is that standby should not apply.  Is that correct?

MS. COLLIS:  Our position is that if the Board thought it was needed to be part of a larger policy, then we would understand that.  Otherwise, we would be in a position that we would want to have Jeff Pollock's methodology to be the methodology that we propose to use.

MR. VELLONE:  I see.  So in the alternative, Mr. Pollock's methodology is your preferred methodology?

MS. COLLIS:  Correct.

MR. VELLONE:  And when you were talking about standby this morning, you mentioned concerns about a contract demand approach you've had with other utilities.  And my understanding is that you actually contract for the supply of natural gas on a contract demand basis.  Is that right?

MS. COLLIS:  Distribution service related to it.

MR. VELLONE:  Distribution.  So your local distribution company on the gas side.  You have a contract with them and negotiate a contract demand amount with them each year, is that right?  Once a year?

MS. COLLIS:  I think it is yearly.

MS. NEWLAND:  I can explain this from a legal point of view.  Historically, our gas distributor, we had a ten-year contract with them.  When that contract came to an end last year, the gas distributor in question sought to increase the contract demand that we had agreed on over the ten-year period, and I think it changed over the ten-year period to a much higher contract demand based on historical peaks -- like I think the highest peak in a five-year period.  And that continued to happen.

So they are putting -- my understanding is they are putting all of their customers on one-year contracts and that the contract demand will be renegotiated every year.

I hope that answers your question.

MR. VELLONE:  Ms. Collis, was that correct, just to get that into the evidence side of things?

MS. COLLIS:  Yes, yes, that's correct.  Thank you.

MR. VELLONE:  So were you successful in negotiating a contract demand with your gas utility?

MS. COLLIS:  I am not part of the negotiations for the contract, so I can't answer that question.

MR. RUBENSTEIN:  Ms. Collis, can I ask you to speak closer into the mic?  It's really hard to hear you.

MS. COLLIS:  Sorry.

MR. JANIGAN:  It seems everyone is getting a little more soft-spoken as we get further into the afternoon.  So if everyone can raise the volume a little.

MS. COLLIS:   Except me.  I have never been accused of being soft spoken.

MS. NEWLAND:  To respond to Mr. Vellone's question, Mr. Fantin, on behalf of Toyota, could answer that question, but he is not in the room right now.

But I have been working with Mr. Fantin and we were not successful in -- so it was it was imposed upon us.  It was a take it or leave it offer; let's put it that way.

MR. VELLONE:  Okay.  So you have a contract in place, you just didn't like how -- they didn't like how they got there, is that right?

MS. NEWLAND:  We have a contract in place, a one-year contract.  We had to accept a contract demand that was proposed by our service provider because we didn't -- I think I should leave it there.

MR. VELLONE:  Thank you.  I have some familiarity with these gas contracts.  Gas utilities are regulated by the Board as well, as you know.

Do you have to pay for the contract demand regardless of whether you use it or not?

MS. COLLIS:  Yes.

MS. NEWLAND:  Mr. Vellone, I just don't think it's probably within Ms. Collis' area of expertise.

MR. VELLONE:  She did say yes.

MS. NEWLAND:  Oh, did she say yes?  Okay, that's fine. I was going to suggest we empanel Mr. Fantin if he turns up.

MR. VELLONE:  I am not going much further down this.  I just wanted to make the point that it's pretty similar what Energy+ is proposing from a rate standby point of view, is isn't it?

MS. COLLIS:  It does have similarities, correct.

MR. VELLONE:  And the other concern that you mentioned this morning -- and I want to hit on it because I think this is the nub of it -- is that you have a concern around having to pay for it if you don't use it.  Did I get that right?  That's a concern around the contract demand approach?

MS. COLLIS:  Contract demand, you have to pay for it.  Correct, it doesn't follow -- it doesn't follow the load profile like it would for other manufacturers.

MR. VELLONE:  And I think -- you said it a couple times, I think, in your opening remarks is it didn't seem fair to you to have to pay for something when you don't use it, is that right?

MS. COLLIS:  Correct, or were you ever going to use it.

MR. VELLONE:  Do you understand the distinction between fixed costs versus variable costs, if I use that terminology?

MS. COLLIS:  Yes.

MR. VELLONE:  And you say it would be fair to have to pay for something, regardless of whether you actually use It, if it's a fixed cost to give you that something.  Would that be a fair statement?

MS. COLLIS:  Yes.

MR. VELLONE:  And on the variable cost side, what you are saying is really true.  It's not fair if you are not using it.

MS. COLLIS:  Correct.

MR. JANIGAN:  Mr. Vellone, could you just come a little closer to the microphone, or move it over?

MR. VELLONE:  I will do that; apologies.

MR. JANIGAN:  I see some wrinkled brows over on the other side of the room.

MS. POLLARD:  Can I just a make a comment?  A fixed cost doesn't mean that you don't use it.  It just means that it's stable, it's not changing with usage.  It doesn't mean it is isn't something you use or have access to.  I just would like to clarify that.

MR. VELLONE:  I think we are -- okay, so we are now not using the same nomenclature then, I think.

What you are trying to -- what your comment around fixed cost is really around cost stabilities, cost predictability for the business.  Is that what you are trying to get at here?

MS. POLLARD:  Maybe you can just clarify your point?

MR. VELLONE:  Yes, sure I will do that.  My observation is that the cost associated with installing capacity for, say, natural gas -- the installation of pipelines, pressure stations, valves, all of that -- are largely fixed based on the amount of demand you are going to try to pull from that gas pipeline.  That's what I meant by a fixed cost.

And similarly, I think Mr. Pollock would say there are certain costs on the electricity distribution system which are similarly fixed costs, regardless of whether you draw on it or not.  Simply the ability to provide that if asked for is a fixed cost.

MR. POLLOCK:  I don't think I would agree to that drawing on it or not caveat, but yes.

MR. VELLONE:  Please explain the disagreement?

MR. POLLOCK:  Because the amount of fixed costs is a function of how much you draw.  If I know that I am going to use, say 10, megawatts of a particular -- you know, on a particular distribution system, that's going to determine my share of what fixed costs I ought to have to pay in order to recover my allocated costs to serve.

The fixed costs isn't a number, it's not a dollar amount.  It's a function of how much you expect to use of that service, and that's consistent with what Ms. Collis is saying.  You know, once I have determined how much level of service do I want, I am willing to pay the fixed costs because I know at some point I am going to be using that level of service.

MR. VELLONE:  I will take it, I understand.  Thank you.  Why don't we flip to page 2 of my compendium?  And I am hoping we can probably blast through this follow-up question on a relatively quick basis, given some off the record discussions we had.

So the question we asked was to please reconcile the differences between the numbers we see in schedule JP 5 and the supporting Excel model that you filed in support of that.  There might have been some versioning control in the models that were distributed to us.  But for the benefit of the record, I just want to make sure we are getting the right numbers on the record so the Board is making an informed decision based on correct facts.

MR. POLLOCK:  Sure, go right ahead.

MR. VELLONE:  I think we are probably in alignment on this.  So if I flip forward one page, I am looking at an extract of your February 15th schedule JP 5 updated.  And if I look at line 17 in the total column there, I see a revenue requirement of 36,321,617.

MR. POLLOCK:  Yes.

MR. VELLONE:  And when I go -- flip forward two pages in my compendium, it's a screen capture of the Excel model that was filed to support this response, so we were trying to figure out where the number came from, and I go to column D, row 17 in that model, I see a revenue requirement of 35,888,711.  Do you see that there?

MR. POLLOCK:  Yup, none of the numbers in first column with the exception of revenues are the same.

MR. VELLONE:  And in fact, I see in row 37 there deficiency does not equal output.

MR. POLLOCK:  Right.

MR. VELLONE:  So it's actually kicking out an error right now?

MR. POLLOCK:  That's right.

MR. VELLONE:  I was wondering if I could get you to fix both the response, the JP 5, as well as the Excel model to this clarification question, file an update by way of undertaking?

MR. POLLOCK:  We can do that.  I mean, the Excel models that I saw that we sent did match.  That's why we answered the question the way we did.  Perhaps you got the wrong model, the wrong thing was attached to the e-mail, but we are happy to fix it.  It's not a problem.

MR. VELLONE:  Certainly I have tried to address that by giving you a specific screen capture of the model that I am looking at, and so the file name is up there in the header?

MR. POLLOCK:  Yeah, if you have given us in the discovery response request we would have been able to answer it.

MR. VELLONE:  So you will file an update by way of an undertaking.

MR. POLLOCK:  Yes.

MR. VELLONE:  And can I ask you to do something when you do that update, and if you flip forward in my compendium one more page, page 6, this is actually an extract from page 11 of the settlement proposal.  And what I would like to ask you to do is make sure that the revenue requirement that you are using is equal to column D, the service revenue requirement that was agreed to by all the parties in the settlement.

MR. POLLOCK:  Okay.

MR. VELLONE:  I want to make sure that when the Board is considering a bunch of different options and models that we are all using the same input number so that they clearly understand what the outputs are.

MR. POLLOCK:  Okay.

MR. JANIGAN:  I think you better repeat the -- there's a two-part -- that's a two-part undertaking that we just made.  I don't know if Ms. Djurdjevic got it all down.

MS. DJURDJEVIC:  Why don't we get it on the record again, or did you want to make two separate undertakings?

MR. VELLONE:  I will do this again.  So the undertaking that I am requesting for is an updated response to Energy+ clarification question number 2, correcting both schedule JP 5 as well as the live Excel model so that, one, they are consistent and, two, they accurately reflect the service revenue requirement agreed to by the parties in the settlement agreement.

MS. DJURDJEVIC:  Okay.  So that's Undertaking J2.1.
UNDERTAKING NO. J2.1:  TO PROVIDE AN UPDATED RESPONSE TO ENERGY+ CLARIFICATION QUESTION NUMBER 2, CORRECTING BOTH SCHEDULE JP 5 AS WELL AS THE LIVE EXCEL MODEL SO THAT, ONE, THEY ARE CONSISTENT AND, TWO, THEY ACCURATELY REFLECT THE SERVICE REVENUE REQUIREMENT AGREED TO BY THE PARTIES IN THE SETTLEMENT AGREEMENT.

MR. VELLONE:  Continuing on the same line of questioning, flip forward one more page in my compendium.  This one here, if you zoom out a bit, is an extract from a response that you had to VECC interrogatories, and specifically it's Schedule JP 5 VECC 12.2.  This was filed in the PDF version of your responses to the VECC interrogatories.

When I go down to line 17 there, and I look at the revenue requirement, that's actually the settlement number; right?

MR. POLLOCK:  Um-hmm, I thought it was.

MR. VELLONE:  So you got that right in the PDF version.  But when I flip forward two pages to page 9 of my compendium and I look at the live Excel model that was provided to support that, if I look at column D as in David, row 17, the numbers don't match again and it's not the settlement number.

MR. POLLOCK:  Right.  We will take care of it.

MR. VELLONE:  So to file an updated response to VECC clarification question number 12.2 to, again, correct and reconcile the numbers.

MR. POLLOCK:  We will.

MR. VELLONE:  Thank you.

MS. DJURDJEVIC:  So that will be J2.2.
UNDERTAKING NO. J2.2:  TO FILE AN UPDATED RESPONSE TO VECC CLARIFICATION QUESTION NUMBER 12.2 TO, AGAIN, CORRECT AND RECONCILE THE NUMBERS.

MR. VELLONE:  I appreciate that.

Let's move on to page 10 of my compendium.  And specifically I am looking at the question and answer to part C, as in Charles.  Let me know when you are there.  Mr. Pollock, I think this is for you.

MR. POLLOCK:  I have it.

MR. VELLONE:  Yes.  So we were asking a practical question here:  How are we going to do your proposed standby methodology.  And your answer was, well, if you have the historical information, just like we do for Toyota, and you cited us back to Schedule JP 7 -- and just for the sake of the record, JP 7 is the historical usage data for the Toyota load displacement generation from a 7:00 a.m. to 7:00 p.m. basis?

MR. POLLOCK:  It's the monthly demands both on-peak and off-peak with and without the outage of the LDG, so it measures the amount of standby distribution service that Toyota took -- or would have taken historically if the rate had been -- my recommended rate had been in effect for that period.

MR. VELLONE:  Is it on-peak and off-peak?  I thought it was only from 7:00 a.m. to 7:00 p.m.

MR. POLLOCK:  It's off-peak; that's right.  Sorry, it's on-peak.

MR. VELLONE:  On-peak only, right?

MR. POLLOCK:  On-peak.

MR. VELLONE:  Yes, that's my reading of it.

MR. POLLOCK:  Yes, on peak.

MR. VELLONE:  Thank you.  So I get it, you have historical data.  You have shown us how to calculate it.  My question -- my follow-up question for you is, when historical information is not available, then Energy+ would need to use generic information about expected forced outage rates of different load displacement generation based on the specific type and technology of installed load displacement generation.  Do you see that there in your response?

MR. POLLOCK:  Yes, yes, I do.

MR. VELLONE:  Where do I get that from?  Where do I get that information -- where would Energy+ get that information from?

MR. POLLOCK:  Well, I think there's a lot of information out there about the different, for example, forced outage rates of different generating units and different types of generating units that are published.

MR. VELLONE:  Such as?  We are just trying to make sure we can do it.

MR. POLLOCK:  Yeah, generation availability data system, I think that's a NERC publication.  There may be some other publications that show what the technologies are, what forced outage rates that the generators have experienced.  You can also -- pardon me?  Yeah, so there's a publication, I forget what it's called, but it essentially identifies all the statistics associated with different types of generation, both utility scale and non-utility scale generation, that publishes statistics about, you know, heat rates, forced outage rates, and things of that nature, and I subscribed to one publication once that had a lot of that kind of information in there.

I would imagine -- and I have seen this probably at some point over the last ten years -- that you can find people that have published articles about, you know, here's the technology, here's what the technology is capable of producing.  You may even find online through, you know, S&P Global that tracks publicly filed information you can determine from that based on the type of generation unit out there what the operational experience has been in terms of capacity factor to the extent that that information is published and reported publicly.

MR. VELLONE:  That's very helpful.  So we will follow up on those sources and report back.  Thank you.

MR. POLLOCK:  Okay.

MR. VELLONE:  Flip forward one page in my compendium, page 11.

MR. POLLOCK:  The other thing is you can always ask the customer that's bringing the load displacement generator to provide whatever specifications the generator is, and you might be able to glean from that the operational experience of that particular type of generation.

MR. VELLONE:  It seems to me that for customers that are installing new load displacement generation you actually kind of land in the same problem as you do with the contract demand that Mr. Shepherd explored earlier, which is you end up in a negotiation.  Wouldn't that be correct?

MR. POLLOCK:  It's a negotiated process, but ultimately if you -- at the end of the day you design a rate that -- sorry, am I talking to myself?

MR. VELLONE:  No, Mr. Rubenstein's mad I just referred to him as Mr. Shepherd.

MR. POLLOCK:  At the end of the day if you structure it right, I mean, the customer tries to lowball, you know, and say, well, we only need this service and it turns out that they need a lot more, you can provide those kind of incentive, those kind of carrot and sticks in the rate design to make sure that that doesn't -- they may get away with it, but not for very long.

MR. VELLONE:  Thank you.

I am looking at Energy+ clarification question number 10.  In this question we asked you to show the billing units under a variety of different scenarios.  The first one, scenario A(i) is the Toyota in one class, one user class.  That was the original JP 5.

MR. POLLOCK:  Um-hmm.

MR. VELLONE:  Let me know when you're there.

MR. POLLOCK:  Okay.

MR. VELLONE:  Why don't we flip forward to the second page, because I am actually going to ask you about the second scenario.  That's your proposal, as I understand it.  That's JP 11, that's the two separate large user rate classes?

MR. POLLOCK:  Correct.

MR. VELLONE:  And I have two questions about this table that we are seeing here.  The first one is that the large use two rates are currently redacted.  So at what point in this process do those rates become public?  Like when do we stop treating these things as confidential, I guess?

MR. POLLOCK:  Yeah, so once the tariffs are approved and implemented, the rates will be on the tariff sheet.

MR. VELLONE:  But at this stage in the process, you are not okay with disclosing what the tariffs are on the public record.

MR. POLLOCK:  Yeah, because you can take the information and reverse calculate what the monthly billing determinate is, or what the unit cost is, which you can then reverse and determine what their actual usage is, and that would disclose confidential data.

But once all that is done and you have developed a rate, that rate is published the same as any other rate.

MR. VELLONE:  And the reason for that is because you don't have the billing determinant associated with it on a monthly basis?  That's really the problem?

MR. POLLOCK:  That's the problem with the analysis is that that information that's -- now we are not disclosing everything on a rolled up basis and that's -- you are giving -- essentially providing the customer's load profile, which would have to remain confidential.

MR. VELLONE:  How did you get out of that for the first large user class?  How did you get out of that problem?

MR. POLLOCK:  We just hypothetically picked 5,000 because that's the minimum sized load of the customer to qualify for the rate.

MR. VELLONE:  So it's not actually remaining demand that's in that class?

MR. POLLOCK:  Right, and the same for large use, too.  We just picked the number for the billing determinate.  It's not the actual billing determinant, but the rates that -- to apply that billing determinant, too, you can go back to my exhibit and figure out what the billing determinants actually are.  That's why the information is confidential in this response and also in JP 13.

MR. VELLONE:  And just so I understand, if we do down this path, and I think Staff canvassed this just earlier today, the information that would need to remain confidential is the monthly demand data for Toyota.  I think that's right.  You're okay with it being put out there on an annual basis, but not on a monthly basis?  That's makes the load forecast confidential for this class, is that right?

MR. POLLOCK:  That's my understanding, yes.

MR. VELLONE:  What about the cost information?  So there was a lot of discussion earlier about the costs associated with the directly allocated facilities.  And my reading of your evidence, Mr. Pollock, is that -- I think it's table 8 that has a table with all those costs.  Those are all treated as confidential right now?

MR. POLLOCK:  Yes.

MR. VELLONE:  Would those costs that are inputs into this also be confidential going forward?

MR. POLLOCK:  I think that's really up to Energy+ because that's how the information was provided to us.

MR. VELLONE:  Okay.

MR. POLLOCK:  If Energy+ says those costs were not confidential, we would not have made them confidential.

MR. VELLONE:  I see.  Over to Toyota for a second; the only reason the applicant placed those on the record in confidence was out of concern you might view them as confidential and may harm your business?

And you can do this by way of undertaking and discuss it with your legal counsel, if you like.  Would you be willing to disclose those cost items that are in the direct allocation model on the public record, should the Board go down that path?  And you don't have to do it on the fly.

MS. POLLARD:  By undertaking, we will address that.

MS. DJURDJEVIC:  That will be J 2.3.
UNDERTAKING NO. J2.3:  TO FILE THE COST ITEMS IN THE DIRECT ALLOCATION MODEL


MR. VELLONE:  Okay, I think I understand what happens from a confidentiality point of view going forward, subject to the answering of that undertaking should the Board accept your proposal.

What I don't understand, Mr. Pollock, is how you calculated the large user one primary distribution rate of $1.964 per kilowatt in scenario A2, 1.964 in scenario A2.  And I think to answer that, you are going to have to take me to a cost allocation model that is currently confidential.  So this is the time where we should go in camera.

MR. POLLOCK:  Actually, I think it's a simple answer. So all the large use one scenarios there were based upon assumption that the revenue cost ratio would be 1.15.

I think that's why the numbers are coming out a little different in this calculation than in your bill comparison calculations.

MR. VELLONE:  I think we actually -- like the question is more basic.  We need you to show us how you got it out of your model.

MR. POLLOCK:  Okay.

MR. VELLONE:  Are you willing to walk us through it, or you can do it by way of undertaking, if you prefer?

MR. POLLOCK:  Yes, I can provide a specific calculation.

MR. VELLONE:  I would be happy with an undertaking.

MS. NEWLAND:  If Mr. Pollock is willing to give the undertaking, we'll accept an undertaking.

MR. POLLOCK:  Well, if they say it's okay.

MS. NEWLAND:  I think the question, we are not -- we are just saying what's the best way to get it done by way of an undertaking.

MR. VELLONE:  I don't think anyone wants to wade through a cost allocation model at this stage.

MS. NEWLAND:  No, we want to continue to work the model and produce the stuff.

MR. POLLOCK:  That will be fine.

MR. VELLONE:  Let's get it marked as an undertaking.

MS. DJURDJEVIC:  That will be J2.4.
UNDERTAKING NO. J2.4:  TO PROVIDE THE CALCULATION OF THE LARGE USER ONE PRIMARY DISTRIBUTION RATE OF $1.964 PER KILOWATT IN SCENARIO A2, 1.964 IN SCENARIO A2

MR. VELLONE:  Mr. Chair, those are all of our questions.

MR. JANIGAN:  Thank you very much, Mr. Vellone.  Are there any questions?

DR. ELSAYED:  I don't have any, no.

MR. JANIGAN:  I have no questions for this panel.  Is there any redirect?

MS. NEWLAND:  I have one question, Mr. Chairman, and it's for Mr. Pollock.

Counsel for Schools, and perhaps counsel for Energy+ suggested in questions that your cost allocation model over-allocated pole costs to other customers that take service from underground facilities.

And the suggestion was also that you under-allocated the cost of poles to TMMC, the TMMC share in your model.  Do you recall that conversation?

MR. POLLOCK:  I recall a general discussion, yes.

MS. NEWLAND:  Could you comment on the pole costs that your cost allocation model allocates to the Toyota large use class relative to the actual cost of the poles that Toyota uses to support the two feeders?

MR. POLLOCK:  Yes, I can.  So if we look at just the cost of the poles as determined by Energy+'s direct assignment study, you are looking at a number that's around 350, 360 thousand dollars fixed, the gross fixed assets.  And in the cost of service study in JP 11, Toyota is getting allocated 1.55 million.  So almost, you know, four times as much cost of poles is being allocated to Toyota than the direct assigned costs of the poles themselves.

MS. NEWLAND:  And just one last question, Mr. Pollock. That number of 3-hundred-and-something-thousand, we could find that in a response from Energy+ to a Toyota question, I believe.

MR. POLLOCK:  Yes, that's right.

MS. NEWLAND:  Do you have the precise reference?  I just wanted to put the precise reference on the record.

MR. POLLOCK:  Clarification TMMC 3.

MS. NEWLAND:  Thank you.  Those are my questions, Mr. Chair.

MR. VELLONE:  I have a follow-up on the follow-up.  Can you explain for the panel's benefit why you are proposing to do it the way that you have done the cost allocation of the poles?  Why did you do it that way?

MR. POLLOCK:  So we did it that way because of the fact that, as has been discussed previously, there are other feeders that utilize the same poles.  And therefore, it can be argued that the poles are a shared asset.

So we decided to go ahead and since we are making other changes and other modest improvements to the cost of service study, that we would not try to over refine the cost of service study in this instance to reflect something that clearly reflects a little different fact and circumstance.

So it's not clear-cut that the poles serve only TMMC.  It is a fact that the poles do serve other customers.  In fact, probably twice as much load as TMMC is served by those other -- the poles also support feeders that accommodate more than twice TMMC's load.  So it's not an insignificant issue.

So we thought rather than get into the detail of that, we would just keep it allocated the way that the company proposed.

MR. VELLONE:  Those are my questions, Mr. Chair.

MR. JANIGAN:  Thanks very much.  Is that your redirect, Ms. Newland?

MS. NEWLAND:  Yes, sir.
Procedural Matters:

MR. JANIGAN:  Okay, thanks.  I understand the parties have agreed upon a schedule for argument.

MS. DJURDJEVIC:  I can speak to that, Mr. Chair.  So the parties have agreed that the argument-in-chief can be filed by Friday, March 15th, followed by the submissions of intervenors and OEB Staff on Friday, March 29th.  Now, the parties have agreed that they would like two opportunities to address each other's comments.  So the next step that has been contemplated is a second round of submissions where intervenors would have an opportunity to comment on each other's submissions as well.  And that would be due on Friday, April 5th.  And then the final step would be the applicant's reply, which would ordinarily be two weeks later, but that lands us on Good Friday of Easter weekend, so we suggest a deadline the following Tuesday, which is April 23rd.

MR. JANIGAN:  Now, there has been a number of undertakings given in this proceeding.  Will those undertakings be complete -- first of all, I guess, they are undertakings that you have requested, Mr. Vellone.  Will they be complete by March 15th or before that just so -- to enable you to speak to the...

MR. VELLONE:  The applicant can confirm that they can get their undertaking responses in before next week.  I do not need the answers to the undertakings I asked today for the purpose of argument-in-chief, if that helps.

MR. JANIGAN:  Okay.

MS. NEWLAND:  In any event, I imagine we will get our responses to undertakings in by next week and before March 15th.

MR. JANIGAN:  Okay.  It would be helpful, Mr. Vellone, if the applicant can sort of in their argument set up a format which can be used by the other parties in addressing the issues that are there so that -- and I would ask parties to follow that format, because it makes it a lot easier, particularly in a case like this, to be able to find out what each party has to say about each of these issues.

MR. VELLONE:  Understood.

DR. ELSAYED:  Just a question about the next steps.  The April 5th second round of submissions, who would be making those submissions?

MS. DJURDJEVIC:  That's the applicant's final reply.

DR. ELSAYED:  No, no, the April 5th.

MS. DJURDJEVIC:  Oh, sorry, April 5th?  That would be a second round of submissions where all intervenors can respond to each other, is my understanding.

DR. ELSAYED:  Just the intervenors.

MR. VELLONE:  Intervenors and OEB Staff.

MS. DJURDJEVIC:  Yes, and OEB Staff; that's right.

MR. VELLONE:  Because the matters at issue in this case include cost allocation, the parties would like a right to apply to each other.  The applicant does not object to that.

DR. ELSAYED:  Thank you.

MR. JANIGAN:  Are there any other questions?  Well, once again, thank you very much for your attendance, thank you very much, panel.

MR. POLLOCK:  Thank you for your time.

MR. JANIGAN:  Appreciated.  Thank you very much, Mr. Minichini.  You have been an expert at manipulating the evidence in this proceeding.  And --


MR. VELLONE:  I just realized we forgot to go back off in camera for that entire last part.

MR. JANIGAN:  Well, I put off-air over here, so it shouldn't have been broadcast.

MR. VELLONE:  No, that's correct.  We just did that.  No, none of that's in the public record now.

MS. NEWLAND:  And my witnesses -- the Toyota witnesses are excused?

MR. JANIGAN:  Pardon me?

MS. NEWLAND:  They are excused?

MR. JANIGAN:  Yes, your witnesses are excused.

[Multiple speakers]

MR. JANIGAN:  Indeed, indeed.  Okay.  Thanks again, everyone.  We are adjourned.
--- Whereupon the hearing concluded at 2:52 p.m.
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