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Thursday, July 11, 2019
--- On commencing at 9:33 a.m.

MS. ANDERSON:  Good morning.  This is day 8 of an oral hearing with Toronto Hydro for a rate application for the period 2020 to '24, OEB File No. EB-2018-0165, and we left off with panel 3 on Tuesday.

Before we begin, just, are there any preliminary matters?

MR. STERNBERG:  Just one brief one, if I may.
Preliminary Matters:


MR. STERNBERG:  On the break before we started this morning, Mr. Rubenstein asked Toronto Hydro if we would be prepared as a follow-up to testimony that Mr. Seal gave in which he described the methodology for the calculation of the G factor.  SEC has asked if we'd be prepared to undertake to show the calculation for the G factor, and we indicated we would.  So I just wanted to note for the record there is a further undertaking we have indicated we're happy to proceed.

MS. ANDERSON:  Okay, Mr. Millar?

MR. MILLAR:  So that'll be J8.1.
UNDERTAKING NO. J8.1:  TO PROVIDE THE CALCULATION FOR THE G FACTOR.

MS. ANDERSON:  J8.1?  Good.  Are there any other preliminary matters before we begin?  Okay.  So Ms. DeMarco.
TORONTO HYDRO-ELECTRIC SYSTEM LIMITED - PANEL 3, resumed
Cynthia Chan,
Darryl Seal,
Amanda Klein,
Matthew Higgins,
Greg Lyle, Previously Affirmed.
Cross-Examination by Ms. DeMarco:

MS. DEMARCO:  Thank you, Madam Chair, I hope to be brief.  Many of my issues regarding the associated formula and specifically the G factor have been covered by Mr. Rubenstein.

So my questions, panel, are very focused on the needs, preferences, and outcomes of customers relating to DERs, including electric vehicles, and specifically two aspects:  first, how you assess those needs, preferences, and outcomes; and secondly, what you determine them to be.  So Mr. Lyle, I expect many of these questions will be directed at you.

So let me first start with the process on how you determine the needs and preferences and outcomes.  And at tab 3 of our compendium, which I should mark as an exhibit at this point...

MR. MILLAR:  Yes.  K8.1, the DRC compendium.
EXHIBIT NO. K8.1:  DRC COMPENDIUM FOR PANEL 3.

MS. DEMARCO:  I've got your general evidence on customer preferences, and specifically at page 14 of our compendium, I understand that the process was multi-phased and iterative.  Is that correct?

MR. LYLE:  Yes, it was.

MS. DEMARCO:  And that's both in the selection of customers and in the assessment of their needs; is that right?

MR. LYLE:  Yes.  The selection will vary by the tool that we're talking about, and I think it is also important to note that this particular section we're referring to is the Toronto Hydro summary.  So they refer to other types of engagement that they have even beyond the work that they did with us in this engagement.

MS. DEMARCO:  So you have anticipated my next question.  This iterative process uses both internal Toronto Hydro data, including that from My Toronto Hydro and PowerLens and customer expenses and escalations and individual party communications, customer opportunities communications, and key accounts.  Is that right?

MR. LYLE:  Yes.

MS. DEMARCO:  And I understand that IRG did both phase I and phase II of the customer engagement.  Is that fair?

MR. LYLE:  Yes, we did.

MS. DEMARCO:  And on page 22 of our compendium, I have a few questions about who specifically you asked.  Now I am at tab 4.  Have you got that?

MR. LYLE:  Yes.

MS. DEMARCO:  You went to focus groups of largely small and residential customers.  Is that right?

MR. LYLE:  Yes.

MS. DEMARCO:  With a follow-up survey of 627 of them; is that right?

MR. LYLE:  Right.  Although just to be clear, that built on an earlier stage, where we sat down with the front-line people at Toronto Hydro and key accounts and the various other ways in which Toronto Hydro supports customers and asked them to identify what they would anticipate based on their interaction with customers, what customer needs would be, because in the focus groups we had two elements. We had an open-ended element where we didn't provide any ideas to customers, but then we also got the reaction to an initial list and we did a similar process in the survey.  We would ask people, what can Toronto Hydro do to deliver better service for you to get unmet needs, and we also asked them, is there anything missing from the list when we shared the list with them.

MS. DEMARCO:  So you effectively generated the response from which customers picked and you did that through an iterative process.  Do I have that correct?

MR. LYLE:  Right.  That had a combination of open-ended, say whatever you want with no information beforehand, and then a reaction to what our best guess was based on the front-line people and the previous research that we had been a part of.

MS. DEMARCO:  So I am going to come back to that, what you asked them.  But sticking with the who you asked, I understand that Toronto Hydro gave you a list of 6,000 customers.  Is that right?

MR. LYLE:  Subject to check, I would suspect it was more.  So I would have to get back to you on the details of that.  We surveyed 627, but the way that we generate the list is, we generally try to have 40 active contacts for everyone that we're aiming for so that we don't have to go back to them for extra samples, so typically if we were aiming for 600 completes we would look for 24,000.

Then on top of that the way it is generated is using a metric that allows us to ensure we have a representative sample.  So we don't just get 24 ad hoc, we get a random selection of each usage quartile by region of the city.

So we basically split the list into 16 sub-groups, so the northeast, there would be top segment from the top, second from bottom and lowest quartile.  So there would be four samples for that, four samples for the southeast, et cetera, for the four quadrants of the city.

So there is basically a random selection within 16 sub-samples to make sure we have a good mix of area and usage.

MS. DEMARCO:  I wonder if we can get an undertaking.  I understood in the Toronto Hydro evidence there to be a list of 6,000 initial customers that was provided to Mr. Lyle in relation to that small and residential group, or if anyone on the panel can confirm that at this point.

MS. COBAN:  We will confirm by undertaking.

MS. DEMARCO:  Thank you.

MR. MILLAR:  J8.2, and it is the number of contacts in the list provided by Toronto Hydro; is that right, Ms. DeMarco?

MS. DEMARCO:  Yes.  The number of the list of small and residential customers provided by Toronto Hydro to Mr. Lyle for the randomization sample.

MR. MILLAR:  Thank you.
UNDERTAKING NO. J8.2:  TO PROVIDE THE NUMBER OF THE LIST OF SMALL AND RESIDENTIAL CUSTOMERS PROVIDED BY TORONTO HYDRO TO MR. LYLE FOR THE RANDOMIZATION SAMPLE.

MS. DEMARCO:  Can I ask you to turn to tab 12 at page 71 of our materials.  That is a response to a DRC interrogatory.

At the second paragraph under paragraph (b) there, it indicates that residential small business and mid-market focus groups participants were randomly recruited from a complete Toronto Hydro customer list.

So I am wondering if I am missing something in how the list was chosen, whether it was a complete list or a sub-list of 6,000 or if it is a timing issue.

MR. LYLE:  Right.  So again, as I was explaining, what we do is that we generate the sample through a process where we stratify to ensure we've identified the different types, so in the case of Toronto Hydro there would be 24 sub-populations.

Then we randomly select from within that the numbers that we're going to call in the case of a telephone survey, and then we start calling them.

And within that calling there is also a protocol to make sure that we have bill payers, and so if we contact the number and the person that we reach says that they're not involved in paying the bill, from our perspective of doing a customer survey in terms of general public survey, they would be excluded, and we would try to speak to someone that was a bill payer.

So it is a stratified sample, a random sample within the strata.

MS. DEMARCO:  Okay.  So two clarification questions then.  That random sample would be generated from that list of 6,000, if in fact it is a list of 6,000, or all customers?

MR. LYLE:  So when we're creating the sample, right, the numbers that we call are all generated by random sample, right?

So we -- if it's not -- I don't think it is 6,000, but if it were 6,000, those 6,000 would have been randomly generated in a way to ensure they were representative of all regions and all levels of usage within Toronto Hydro.

MS. DEMARCO:  So as I understand it, Toronto Hydro would give you a sub-list of randomly generated customers, from which you would randomly generate another sub sample.  Is that fair?

MR. LYLE:  If it was done by Toronto Hydro -- and again subject to check, we will see who actually -- whether we were given the full sample, or whether we were given a random sample -- it would have been a random sample.  So whoever draws a sample from the main customer list does so using a random number generator.

MS. DEMARCO:  And then the 24 sub populations, are they in your evidence?  Have I missed them?

MR. LYLE:  Yes, they should be in the evidence.  So if you want to give me just a quick moment, I will take a look.

Yes.  So for instance, if you look at page 2 of the low volume customer needs and preferences report, that's promising.  So it will be 1.3, appendix 1.3.  There we are, page 2, that table right there.

So that shows you the sample in detail, how it was generated for this particular survey.

MS. DEMARCO:  So those 24 --


MR. LYLE:  The following page shows the weighted sample, which is not particularly different.  That is one of the benefits of using random samples within strata is when the strata are based on known characteristics of the population, as it requires very light weighting and we really like to do that.

MS. DEMARCO:  So as I understand it, that 24 is predominantly distinguished by geographical region?

MR. LYLE:  Geographic and usage.

MS. DEMARCO:  And volumes.

MR. LYLE:  If you look at the columns, the columns show the quartiles.

MS. DEMARCO:  So the volume, basically.

MR. LYLE:  Volume, yes, which are the only two things -- there are three things we know about any given Toronto Hydro customer.

We know their rate class, we know their usage, and we know whereabouts in the city they are.

And of course geography matters because the circuits vary, right.  I mean whether on a 230 or 115-kilovolt transmission system and going on from there, depending on the neighbourhood you're in, your system could be very different than someone across the city, or even a few blocks away.

But typically, because it is an amalgamation of six older systems, there were standards set within the six preceding utilities that vary across Toronto Hydro's current operating area.

MS. DEMARCO:  And so you are certain that it included, for example, small customers living in condos or multiple units?

MR. LYLE:  Absolutely.

MS. DEMARCO:  And you're certain it included customers with large homes?

MR. LYLE:  Right.  Now ,the issue with condos is that some condos and some rental apartments have sub-metering.  In that case, the sub-meter client is the client.  So they would actually show up as a relatively large volume client, and the people that are on a non-Toronto Hydro sub-metering system would not be surveyed as part of this.

The customer to Toronto Hydro would be the whole of the condo, and not the individual condo unit holders.

MS. DEMARCO:  So the group not surveyed would be the actual individual customers there?

MR. LYLE:  In that particular case.

MS. DEMARCO:  Right.  And similarly, are you certain that you've got customers with distributed energy resources, including rooftop solar and electric vehicles in that mix?

MR. LYLE:  Yes.  The issue with distributed energy resources is that the incidence is relatively small.  So we do other work on that.  For instance, some of the work I have done for the Ontario Energy Association, which is public, included questions about, do you currently have electric vehicle?  How likely are you to get an electric vehicle?  Those sort of questions.

So in a survey like this, when we're talking about an incidence of some single digits, we're just not going to get enough of a sample to create a unit that is robust enough to create analysis on.

MS. DEMARCO:  But you are satisfied you've got them specifically in the ...

MR. LYLE:  They're in here somewhere.  And I had the opportunity in saying what the needs are that if it was someone shopping for an EV, but they have an issue in terms ever being able to hook it up or get supply, they can raise that as a concern that they would like to see Toronto Hydro address.

MS. DEMARCO:  And that applies to both your small customers and your large key account customers?

MR. LYLE:  Yes.  Every stage of this includes a qualitative element and in that qualitative element, customers have an opportunity to put on the record issues that they want to see addressed that aren't covered within the topics that we have identified.

MS. DEMARCO:  And in formulating your questions, you would include that?  You would include issues around distributed energy resources?

MR. LYLE:  Well, the issue on the questions is it is designed to inform the business plan. And so the question is is there an investment that is going to be tied to DR that is on the bubble, right.

So when you think about the second phase -- in the phase, it's pretty wide open; people could identify any need they want.

In the second phase, it is a lot more focussed on the choices where Toronto Hydro planners feel they could do more or less legitimately.

So one of our questions, whenever someone provides us with a proposed question, is are the options real?  If you say you are reduce this, could you really do this and do it in good conscience as an engineering.  If not, then we push back.

So all of these questions have gone through that process, so there are a couple here.  For instance, energy storage is a question that made it into the final cut.  Even though it is not a lot of money, it was an area where spending could go up or down, and it's an area that planners were interested in.

And I can't speculate why they were interested in it.  I was interested because it seems where we may be going in the future, but they may have their own reasons.

MS. DEMARCO:  Let's talk about that, where we might be going in the future, and I am going to come back to the large use who.

But since you have raised that where we might be going in the future, part of your skill, your magic, your art in what you do is assessing appropriate context; is that fair?

MR. LYLE:  Yes.

MS. DEMARCO:  And that informs in an iterative process what you ask.  Is that fair?

MR. LYLE:  Yes.

MS. DEMARCO:  And so part of that is based on the client's enquiry, but part of it is based on the contextual realities, fair?

MR. LYLE:  Yes, although it is -- honestly, it is their money.  It has to serve their business planning interests.  So whatever interests I have, I can pursue in my proprietary work.

Whatever interests Toronto Hydro has is what this has to serve.

MS. DEMARCO:  And to inform that context, would you do research at all?  Would you look at relevant parameters in the jurisdiction that you are working in?

MR. LYLE:  Yes.  But again, when it comes to content, all the -- there's sort of a first step and second step in all of this work, right, and particularly in phase II.

The first part is making sure people have the context, at least broadly, to understand what we're talking about when we talk about distribution.

And we've built cumulative lessons, and we have a pretty strong point of view about core information that has to be there.

When it comes to choices, there's a lot of ways you can go in terms of the choices.  And at that point, we really have to be attentive to the needs of the planners.

MS. DEMARCO:  Let me ask you, on page 4 of your report, at page 25 of our compendium --


MR. LYLE:  In your compendium?

MS. DEMARCO:  Do you have that?

MR. LYLE:  Yes.

MS. DEMARCO:  You've got two questions about priority outcomes that have made it in through your iterative process, into the relevant questions asked of large customers.  Is that fair?

MR. LYLE:  You are on 24 or 25?

MS. DEMARCO:  Yes.  I am looking at the last two questions.  Specifically there is a question around --


MR. LYLE:  Meter and enhancing the electrical system provide a massive option of EVs and greenhouse gas.

MS. DEMARCO:  Right, "Enhancing the electrical system to enable the mass adoption of electric vehicles and the reduction of GHGs."


And the one above it, "Providing behind the meter electricity solutions and services, energy storage for quality distribution generation."


MR. LYLE:  Yes.

MS. DEMARCO:  Those made the cut in terms of outcomes, as I understand it, and was, you know -- and providing behind the meter solutions, about 90 percent of those customers surveyed found them to be important, very important or extremely important?

MR. LYLE:  Right.

MS. DEMARCO:  And then in relation to electric vehicles, about 55 percent of those customers surveyed found them to be important, very important and extremely important?

MR. LYLE:  Yes.

MS. DEMARCO:  Okay.  And you've been at this for a while.  So that seems to me, subject to your views, a bit different.  Would you have had those as priority outcomes five or ten years ago?

MR. LYLE:  It plays at sort of two levels.

So the -- generally speaking, because of, for instance, discussions in the media about power walls and things like that, people are more likely to talk about it.

But given the controversy that surrounded the Green Energy Act, there is also more scepticism than there would have been a couple of years ago.  So you see both people feeling like it could happen sooner, but also concerned about the costs associated with it.

MS. DEMARCO:  And very specifically, in relation to how those priority outcomes that you identified on page 25 play into the specific prioritization of reliability and willingness to pay for it on page 26, it makes it grade two, doesn't it, providing behind-the-meter electricity solutions and services, energy storage, power quality, distributed generation.  Is one of the elements that's identified in relation to those reliability prioritizations; is that fair?

MR. LYLE:  Yes.  Understanding, though, that in the way this system is set up, when -- so when we talk to large-volume key-account customers, we're dealing with people -- you can see in the detailed report these are people that have large accounts.  These are people that have multiple accounts.  These are people that have accounts in different jurisdictions.

So they're very engaged in all of this.  And so very typically a behind-the-meter solution is a customer-paid-for solution, right?  It is not generally a solution that is carried in the rates.  And so when they indicate that they're interested in behind-the-meter solutions, what I would -- I would anticipate that they understand that that would probably mean it would not be carried in the rates, per se.

MS. DEMARCO:  So in this application we seem to have a bit of both.  We have some op-ex considerations here that are reflected in rates and then we have some cap ex, most of which are reflected by the customer.  You are aware of that?

MR. LYLE:  Right.  This is very much -- our part of this was very much focused on cap ex, because when we went in there to go through the process of saying, okay, what's in and what's out, one of the things that we had to consider, based on previous decisions of the Board, was to what degree were we going to bring benchmarking information into this consultation, and when we looked at the benchmarking it was just so striking that the operating expenditures are about average, but the capital expenditures are a lot higher than average, that it made a lot of sense to focus on the part of the cost that were taking Toronto Hydro bills higher than the average in Ontario.

MS. DEMARCO:  And in part of that assessment you looked at those customers' needs, preferences, and the outcomes they wanted, which included measures to control those capital costs and control those rates.  Is that fair?

MR. LYLE:  Right.  Primarily through a choice of pacing.

MS. DEMARCO:  Through choice and pacing.  That's helpful.

I am going to ask you a few questions about your large customer group.  As I understand it, there were 627 key account customers that were identified.

MR. LYLE:  I think that --


MS. DEMARCO:  Sorry, 275 key account customers that were identified?

MR. LYLE:  It may have varied by engagement.  So we can quickly check that.

So if we look at the original engagement in the first phase, the list that we were given to work with was 275.  In the second engagement, I think the list was a little higher.  And I think the list for that engagement, yeah, it was 336.

MS. DEMARCO:  Okay.  And from 275 you went down to 63, and I am going to use the word, your word, eligible customers.  Is that right?

MR. LYLE:  No.  No.  We went through 63 who agreed to do and completed the survey.  So we weren't weeding people out.  One of the things that I had mentioned in earlier testimony is that the key account customers are the most in demand for these types of engagements.

The IESO wants to talk to them about how markets are formed.  The OEB is interested in them.  Ontario Power Generation is responsible for reaching out to them, and there is not very many of them.

The large accounts, we're talking about some hundreds, maybe just over 1,000 across the whole province as a whole.  And they have a lot -- they're senior people, which is a pro and a con.

The pro is that they really know what they're talking about, the con is they're really busy.  So we were able to get a 20 percent response rate in a first wave, but in the second wave that dropped to 10 percent.

And I -- you know, for what it is worth, that's going to be an ongoing challenge for everyone that's trying to do engagement, trying to get the time of those people, and it might be something that would be worth a collective discussion, you know, how can we make this easier for them, more focused for them.  But nonetheless, we ended up with 20 percent, and that's probably three times what we would get in a fairly rigorous general public survey.

MS. DEMARCO:  Okay.  I am going to ask you to turn to page 24 of tab 4, which is your report.  And about two paragraphs up from the bottom of the text in that page it says:

"The analysis of the survey is based on 63 eligible responses."

And you use the word --


MR. LYLE:  The eligible reference there is simply that they all screened in.  So they were all people that managed their bills, but we did pursue all 275.

MS. DEMARCO:  I wonder if I could ask you to undertake to tell us precisely what you mean precisely by eligible and screened in.  What are the criteria that --


MR. LYLE:  Yes.  I mean, I don't need to make an undertaking.  I can --


MS. DEMARCO:  Perfect.

MR. LYLE:  -- actually explain it.  So if we take a look at -- so we're talking about the first-wave customer survey.  And actually, I will have to make an undertaking, because I can't immediately put my finger on the first-wave customer survey, but I will -- just to give you context, the way we start every survey is, we ask -- so for the consumers it is easy.  Are you someone that pays the bills?  And for the large-volume customers we have an equivalent question, but essentially it is:  Are you a decision-maker when it comes to electricity consumption choices?  Or energy consumption choices, because typically these managers deal with both natural gas and electricity.

And for the large-volume customers, often commodity shifting is a strategy that they can engage in.  So they can shift some of their energy needs on to natural gas if they choose, or into distributed energy resources, they can generate their own electricity.

MS. DEMARCO:  So if they're not a decision-maker for energy --


MR. LYLE:  Well, then we wouldn't -- so often we will get someone on -- we'll initially get someone who is essentially a payroll clerk, right?  So typically the contact information that the utility will have, the name is the person that gets the bills and writes -- and produces the cheques.  And they really don't make any decisions at all, and if we stopped with them we wouldn't get meaningful information.  So we have to push on to find the actual decision-maker.

And for key accounts that is easier, because the key account managers often know the person that really matters, and so typically we can at least get to their assistant before we get to them, and it is easier to do an online survey with them for that reason, because the key account managers will know the actual person that really matters, and we can send it directly to their e-mail.

When you go to mid-level and low-volume business customers, then we have to -- we basically have to call to get through to them, because it is going to a payroll clerk and there is nobody that manages those accounts that knows who the real decision-maker is.

MS. DEMARCO:  Okay.  So as I understand it you took them through the sifter process.

MR. LYLE:  Right.

MS. DEMARCO:  And from that 275 you got 63, phase I, and from that 336, through the sifter process you got 37?

MR. LYLE:  Right.

MS. DEMARCO:  Phase II.

MR. LYLE:  Yes.

MS. DEMARCO:  And in that 63, were any of the TTC or Metrolinx or the City of Toronto among the key accounts?

MR. LYLE:  So with key account surveys we commit to protect confidentiality.  And so I don't even have a list in front of me of who participated or not, but part of the commitment is that you're anonymous.  So I wouldn't be in a position to confirm one way or the other whether those people participated without gong back --


MS. DEMARCO:  In either phase I or phase II.

MR. LYLE:  -- and I disclosed that.

MS. DEMARCO:  So we have no knowledge of whether we have the views of those transportation or transit entities.

MR. LYLE:  Right.  They had an opportunity to participate.  Whether they took that up or not, I can't speak to that.

MS. DEMARCO:  Okay.  And in relation to that context I am going to -- I am bouncing a bit, just in response to your responses, which have been very helpful.

When you were looking at the context, and certainly you are steeped in the energy industry quite deeply, would you agree with me that the following findings are not inconsistent with the context that informed your work.  I am referring very specifically to tab 1 now, which is from -- an excerpt from Alectra's current evidence.  The question is would you agree with me with me the following findings are not inconsistent with the context that informed your work.

The first, near the top of the work, is that distributed energy resources are increasing significantly in Ontario over the last ten years?

MR. LYLE:  Yes.  You know, honestly, that's not what I am an expert in.  And so, you know, my expertise is on what consumers think, as opposed to the actual.

So I am sure lots of people here have gone to conferences and heard the same presentations I have.  But I would just be telling you what I heard from an expert, and not what I am an expert in.

MS. DEMARCO:  Perfect, happy to constrain this to your own knowledge.  But certainly in relation to those consumers that you survey, they are certainly implementing enhanced numbers and amounts of distributed energy resources?

MR. LYLE:  There are more of them, but they're still a small share.

MS. DEMARCO:  Okay, thank you.  In relation to the northeast region, you do sampling and you do surveys all across the northeast.  Is that fair?

MR. LYLE:  Yes.

MS. DEMARCO:  And can I ask you to turn to Page 5 of that exhibit -- sorry, the compendium?  It appears to indicate that, at the top of the page, within another eight years, it is estimated that the north-eastern region of North America will have a completely decentralized electricity system, as the cost of transporting electricity will exceed the cost of generating and storing it locally.

Is that consistent with the context you face across the northeast?

MR. LYLE:  Again, I am not an expert in it.  That's a pretty dramatic change from where we are today.

MS. DEMARCO:  It is, isn't it?

MR. LYLE:  Right.  So based on my knowledge, as a consumer of this information as opposed to a generator, I just note that where we have seen that type of change, it's generally been a result to public policy, right.  So if you look at the number of electric vehicles in Norway, which is approaching 50 percent right now, that is a direct response to public policy in Norway.

If you look -- there was a dramatic take up in solar panels in the United Kingdom when there was an initiative for solar in the United Kingdom, where I heard an Ofgem presentation that said we had a 20-year projection and we hit the 20th year in year two.

But that is -- so the question, and then the wild card is, well then, right now, if you look at the mix we don't have the public policy that would cause that type of tipping point.  So the question is would that type of policy come?

And so again, I feel like I am way out of my league at this point, so I will stop there.

MS. DEMARCO:  I certainly won't push it.  But fair to say that Ontario has had a dramatic public policy up into the -- up until the cancellation of the Green Energy Act, some 4,000 megawatts of distributed generation.  Would that be fair?

MR. LYLE:  One of our challenges in dealing with this was the moving environment.

So the first wave was conducted in the environment that led up to the Fair Hydro Plan.  So there was a lot of pretty intense feelings at that time; electricity was a number one issue in Ontario.

And then the second phase happened in the lead up to the election campaign where, for instance, there was a lot of coverage of the $6 million man and those sort of stories.  So it was an interesting environment to conduct research in.

But what we knew in doing this -- and we had again an earlier discussion about, you know, do we show the base costs increase, do we show some other type of increase.  And, you know, there were judgments that had to be made in terms of what can we rely on, what do we know is going to be true regardless of what happens in the election, regardless of what happens in terms of public policy.

So from my perspective as going to the public, we were trying to use facts that were likely to remain stable regardless of who was in power.

MS. DEMARCO: And those included the two elements of behind the meter distributed generation and electric vehicle adoption for the key accounts.  Is that fair?

MR. LYLE:  Say that again, if you don't mind.

MS. DEMARCO:  The elements that remain stable, the outcomes that are included in your survey include the behind the meter distributed energy resources and the mass adoption of EVs.

MR. LYLE:  Well, those were issues that came up and then made sense because of the environments and the time it would have been public policy responsive, which is one of the criteria that Toronto Hydro and all distributors have to consider.

MS. DEMARCO:  They made the cut?

MR. LYLE:  They made the cut.

MS. DEMARCO:  Thank you.

MS. ANDERSON:  Thank you, Ms. DeMarco.  I wasn't sure with Energy Probe.  I see Mr. Ladanyi is turning his mic on.

MR. LADANYI:  Thank you, Madam Chair.  I am going to ask a couple of questions that have been directed to ask from panel one, and then Mr. Higgin -- Dr. Higgin rather will ask the rest of the questions.

Good morning, panel.  My name is Tom Ladanyi and I am A consultant representing Energy Probe.  I will only deal with the matter of the $28 million performance bond that Carillion Group, the contractor that Toronto Hydro hired to construct phase I of the Copeland transformer station, gave to Toronto Hydro.

Now, I sent an email to you and to all of the other intervenors on July 9th, to allow you sufficient time to answer a few simple questions regarding the disposition of this 28 million bond.

As I mentioned in a note, Ms. Coban and Mr. Keizer directed me to ask in my questions, so I hope you will be prepared.  Have you seen, by the way, my note of Tuesday?

MS. KLEIN:  Yes, Mr. Ladanyi, we have.

MR. LADANYI:  Very good.  Now, first to Toronto Hydro's interrogatory response, 1C-EP-26, and it is on page 3 of the response.  It is response (f) which mentions the performance bond.  We are on page 1 now, if you can flip down to page 3.  Very good.

It shows there the performance bond is to the amount Of 28,351,305.  I will just call it 28 million for simplicity.

Now, performance bonds are, as some of you know and I think I should really explain for the rest of the room, are provided by a third party, usually a bank or insurance company on behalf of the contractor.  The bank or the insurance company undertakes to compensate the contractors' employer, in this case Toronto Hydro, if the contractor fails to carry out its obligations under the contract, and are usually in the range of five to 10 percent of the contract value.

Now as we know from the evidence in this case, the contractor, Carillion Group, did not carry out its obligations under the contract because it went bankrupt.

Now, my first question to you is:  Has Toronto Hydro cashed the $28 million bond?

MS. KLEIN:  No, Mr. Ladanyi, we haven't cashed the bond.

I did take a look at the transcript excerpts that you provided, as well as I was of course here during your discussion with the panel about Carillion and others.

I wonder if I could set a little bit of context as to what's going on in the matter that might be of assistance. So if you just bear with me, I will try to be as succinct on this as possible.

The work at Copeland is now almost done.  Carillion's work is done at Copeland, and there continues to be a claims process between Carillion and Toronto Hydro, which is being overseen by the court as part of Carillion's insolvency proceeding.

All of the entitlements regarding Toronto Hydro's claims against Carillion, Carillion's claims against Toronto Hydro, and our recourse against the performance bond is all going to be determined through that process.

So with respect to the performance bond itself, as you mentioned the Copeland station project is backed by a performance bond valued at approximately $28 million and some change.

And that performance bond, what it is is it's effectively insurance.  It is meant to back-stop the cost of completing the project in the event of a defaulting contractor.

And a performance bond doesn't entitle us to double recovery or extra recovery.  It is effectively a last resort if the general contractor fails to complete the project, if it costs us something and if we can't otherwise recover those costs.  So it is not a windfall gain, in that sense.

In terms of recovery under it, it is not at this time known whether we will recover under it, how much we will recover under it, and what compensation would be provided under the performance bond.

Again, because it is effectively insurance, our entitlement is dependent on that ongoing claims process and an adjudication of the allegations that have been made between Carillion and Toronto Hydro, and we can't speculate on the outcome at this time.

MR. LADANYI:  Very good.  That is very helpful.  Can I ask you when the outcome does come, and that is my primary concern is how would you account for any money that you get?  Maybe 28 million, maybe you will get 38 million, maybe it will be 10 million.  Hopefully, you will get something.

You can treat it two ways, as far as I see.  You can treat it as a credit to plant, which would reduce rate base and then essentially ratepayers would benefit from it through the CRRRVA, I presume.  Or you could treat it as other revenue, and it would go straight to the bottom line.  And potentially, if there is any earnings sharing you would share it with the ratepayers on a 50/50 basis, but if there is no earnings sharing the shareholder would get the entire amount.

So how would you account for this whenever you get the money, whether you get it in this time frame or in two years or whenever.

MS. KLEIN:  Okay.  So Mr. Ladanyi, I am not an accountant, so I am going to give you a high-level answer with respect to that question.  Of course if there are detailed questions on accounting, Ms. Chan will take that.

So as you are aware in the case of Copeland we have forecasted our best assessment of the capital costs, those dollars -- subject to anything -- decision by this Board will enter rate base in approximately $204 million and some change.

If Toronto Hydro ultimately collects or pays additional capitalizable dollars through the dispute resolution, or collects under the performance bond, and in that scenario the final in-service additions are more or less than that forecasted 204 million, in the ordinary course that will flow through PP&E, and then will effectively -- and I use this term somewhat loosely -- true-up rate base in the next period.

That would be reflected in opening rate base, when we would come back next time in front of the OEB, currently expected for 2025, and of course if there are any significant increases those could be examined at that time.

Again, that is all theoretical.  Our best forecast is what we have on this record, and we continue to stand behind that forecast with the expected outcome.

MR. LADANYI:  If I can ask you one last question.  One thought that we had, would it be appropriate to have a deferral account whereby you would actually record this somewhere in this deferral account or some existing deferral account and then the Board can then follow through and see what is going on, what went on with this money?

MS. KLEIN:  We believe this approach is sufficient to capture any deviations from forecast, because again it will effectively flow through PP&E and will be credited or debited from rate base accordingly, and any examination of that could happen in the next proceeding.

MR. LADANYI:  So -- but it would be visible somewhere whereby the Board and the intervenors can see this money, whatever it was would be in the evidence, and we would be able to then track it and see what happened to it.

MS. KLEIN:  It would be part of that opening rate base and subject to all of the examination that comes along with opening rate base next time.

MR. LADANYI:  Thank you.  Those are all of my questions on this.

DR. HIGGIN:  Good morning, Madam Chair.  Can I ask a little dispensation from time, please, because Mr. Ladanyi had an item carried forward from panel 1.  I have two items carried from panel 1 as well.  I will try to be very fast, but I may not make the 30 minutes of the slot.

MS. ANDERSON:  We will do a time check when you are at the 30-minute mark, so...
Cross-Examination by Dr. Higgin:

DR. HIGGIN:  Okay, thank you.  So I would like to start with the first item that was carried over from panel 1, and this relates to Mr. Lyle's survey.  So if you could look up the transcript at Volume 3, pages 12 to 13.  I do have copies if that would assist everybody to look at it.

So can I provide these copies?

--- [Dr. Higgin distributes transcript copies.]


DR. HIGGIN:  This may just make it a little quicker, I hope.  I am not trying to deprive you from this wonderful handout.  Okay.  This will go a little quicker then because of that.  So this transcript, as it is noted, is from Volume 3, pages 12 and 13.  That's where I was asking some questions that I thought would go to panel 1, but they were deferred and referred to this panel.

You will see there that it relates to the customer survey responses on reliability at Exhibit 1B, tab 3, Schedule 1, Appendix A.

So the summary deals with the transcript, and so basically the questions that I put to the panel -- first of all, to note that Mr. Lyberogiannis agreed that all customers rate reliability highly.

And then can you comment and note the differences in the surveys based on the second page, which is the phase I summary, the purple-looking sheet, okay?

So first of all I asked these questions.  I will put them back to you now:

"Did the survey questions, particularly for the residential customers, low-volume, indicate that Toronto Hydro system reliability had improved over the last five years?"

Did it have that when you were talking to these people?

MR. LYLE:  Well, it depends on the issue.

[Witness panel confers]

MR. HIGGINS:  Just to clarify, you're asking about the phase I customer engagement?

DR. HIGGIN:  Yes.  Phase I.  I've looked at phase II.  We'll go there in a minute.

MR. HIGGINS:  Okay.  Yes.  So the phase I did not include specific reliability performance data or benchmarking, and the reason for that, just to give some context, was we were engaging customers in phase I with a deliberate approach of trying to understand where they were, in terms of their experience with the utility.

So the idea was to sort of not necessarily, you know, put a bunch of information on them that would necessarily sort of influence the feedback we were getting through these open-ended forms of feedback.

So the goal was really to get and to understand sort of what was the customer's experience with the utility, what had their journey been, what was their reliability like, and were we meeting their needs with respect to those things.

DR. HIGGIN:  Okay.  So the second question was, did you tell them that Toronto Hydro, at least on SAIDI -- SAIFI, sorry, frequency of outages, was worse than the majority of Ontario distributors?  Did you tell them that?

MR. HIGGINS:  Again, as I said previously, Dr. Higgin, we didn't provide benchmarking information or reliability data in phase I of customer engagement.

DR. HIGGIN:  Okay.  Did you tell them -- third question, I put it on the record, did you tell them that SAIFI, the frequency of outages for Toronto Hydro, was worse than the majority of U.S. distributors, as determined by PSE in their study?  Did you tell them that?

MR. HIGGINS:  We did not include the PSE reliability benchmarking information in phase I for the reasons I explained.

DR. HIGGIN:  So you didn't tell them that Toronto Hydro was worse than the majority of U.S. distributors?

MR. HIGGINS:  Again, we wanted to understand the customer's experience.  It was designed, if I can use the term, as a customer journey sort of engagement upfront.  It was open-ended.  It was to hear as much as possible directly from customers what their experience has been with the utility and what their needs are specifically.

DR. HIGGIN:  So the question was internal, internally focused, i.e., on the customer experience with Toronto Hydro.  That's it.  There was no other relative or other information?  Did you ask them whether it was better now than it was five years ago, for example, because it has improved?  Did you ask them that?

MR. HIGGINS:  We didn't ask that specific question, no.

DR. HIGGIN:  Okay.  So when I look at phase II now, basically using the chart as a segue into that, basically I read phase II -- and we just had a little bit of that up, which you were talking to Ms. DeMarco on the results from that, and basically nothing changed in terms of the result.  89 percent was safety.  And then reliable service was also 89 percent.

I am talking about page 7, what you went through with Ms. DeMarco a few minutes ago.  So nothing changed to the chart that we have just provided.  Is that correct?

[Witness panel confers]

MR. HIGGINS:  Yes.  Are you referring, Dr. Higgin, my apologies, to the phase-two results or the phase-one results?

DR. HIGGIN:  Phase II.  I assume that is what I am looking at in 2.1.2 in the report, second report, I think, page 7.  That is what I thought was the phase 2 results.

MR. LYLE:  Page 7 refers to the page 1 -- or the phase I telephone.

DR. HIGGIN:  Okay.  So that is still phase I.

MR. LYLE:  Right.

DR. HIGGIN:  So then I'll ask the question.  When you did the other focus groups in phase II, did anything change in terms of the positioning of the customer' view on -- and you can talk mainly about the low volume, please.

MR. LYLE:  Yes.  So if you turn to page 14.

DR. HIGGIN:  Yes.

MR. LYLE:  On the bottom of that page in the same report, we have a summary comparing what we learned in the first phase and what we learned in the second phase on priorities.

You can see that the relative priority of price and reliability remains stable for all groups across both waves.

DR. HIGGIN:  And reliability is more or less the same as it was in phase I.  It hasn't changed?

MR. LYLE:  Yes, yes.

DR. HIGGIN:  Thank you.  Okay.  So we will move from that follow-up, and I would like now to move on to the second issue which was passed over to this panel.  And it is on the -- I don't think I copied the transcript, but it was volume 3, page 22, lines 6 to 16.

So I was asking about cost control metrics, the old subject that Mr. Rubenstein is so happy to talk to you about.  Okay.

So basically let's turn to page 39 of my compendium, and here is the updated scorecard that you filed in the update.

You will see where I have marked in orange the missing info, okay.  So would you explain why the missing info is missing, please?

MR. HIGGINS:  So those are three data points that don't actually come from us.  They're produced by the Board, I believe.  All three data points are produced by their benchmarking expert.

DR. HIGGIN:  In the EDS card, right, the scorecard.

MR. HIGGINS:  Yes.

DR. HIGGIN:  But you do have the data?

MR. HIGGINS:  I don't think that is quite accurate.  So the efficiency score comes from -- certainly comes from PEG.

I do believe the total cost that they use, and particularly the capital cost component of that, involves adjustments that would be mirrored and reflected in the PEG model that we don't do.  And that would apply to both of the total cost measures.

DR. HIGGIN:  You don't have any 2018 estimates of those parameters, which we will just go through them again one by one.  And they are efficiency, as you just addressed, total cost per kilometre of line and total cost per customer.

You don't have that information anywhere in your files.  You're not prepared to file it here, nor estimate ...

MR. HIGGINS:  No, it's provided by -- that information is provided by the Board.

DR. HIGGIN:  Okay.  You don't have it?  You must -- how do you get it to the Board?  If you don't have it, how do you get it to the Board?

MR. HIGGINS:  Annually we report triple-R information.  But what happens with that triple-R information to produce these results is not a process we own.

DR. HIGGIN:  But you have already done this for OM&A.  Look at the chart on page 39, but only for OM&A.  This is basically OEB appendix 2L that was filed updated, and you have done the cost of OM&A per customer and OM&A per FTE.  You must have data.

This is the chart that is appendix 2L.  It is on my appendix.  I don't have the -- other than appendix 2L, which is a well-known OEB document.

MR. HIGGINS:  I think I have -- I think I know what you are referring to and --


DR. HIGGIN:  Page 39.

MR. HIGGINS:  I would have to see it.  I am not sure, but I believe it is calculated on a different basis than what ultimately goes on the EDS scorecard.  I think it is just a different methodology requirement.

DR. HIGGIN:  Yes, I understand that maybe the EDS is different.  All I am asking you is what data do you have on those parameters currently that you could let us have, please, for 2018 -- with caveats, or whatever.

MR. HIGGINS:  Again, this is the Board expert's approach and model.  So I don't think there is anything we could provide that would be appropriate.

DR. HIGGIN:  So the only thing we can rely on is what you did file as per the Board's filing requirements, which is appendix 2L?  That's the only thing you filed on cost per customer and per FTE.  That is the only thing we have.

MR. HIGGINS:  I am just trying to go through my memory.  Subject to check, I don't -- I think this would be the main thing that refers to those types of data points.  I can envision some other similar tables that have been provided through interrogatories ...

DR. HIGGIN:  Let me go to my last question.  I have found this one.  When you update did you in other -- did you provide any of those parameters and could you give me the references to those?

MR. HIGGINS:  We can take an undertaking to gather up that information in one place.

DR. HIGGIN:  Just to repeat what I am looking at, it's efficiency assessment, total cost per kilometre of line, and total cost per customer.  Those are the parameters, okay?  Thank you.

MR. HIGGINS:  I will see what we have, yes.

MR. MILLAR:  J8.3.
UNDERTAKING NO. J8.3:  TO PROVIDE A SUMMARY OF ANY DATA EQUIVALENT TO THE PARAMETERS LEFT INCOMPLETE ON THE SCORECARD (PAGE 39 OF EXHIBIT K7.1, VECC COMPENDIUM FOR PANEL 3)

MS. COBAN:  Just to be clear on the undertaking, however, I think Mr. Higgins has already indicated that this is information that is not Toronto Hydro information.  So we will undertake to summarize, if there is some equivalent information that's already been provided.

But I just wanted to clarify that.

DR. HIGGIN:  Yes, it is just what's been provided on the record, thank you.

So I am now going to move to page 40 of the compendium.  And now you didn't think you were going to get away, did you, Mr. Seal?

MR. SEAL:  Not from you, Dr. Higgin, no.

DR. HIGGIN:  I couldn't forget you, you know.  So here we are and you spent a long time on the load forecast with Mr. Harper, and particularly on the dealing of the conservation and so on.  So I am not going to go and repeat all of that. So let's look at just a minor small question on page 41.

In this interrogatory response -- I will just identify it for you in the record.  This is Energy Probe interrogatory 70, and the reference is Exhibit U update, tab 3, schedule 1, page 2, and appendices B, C and D.  Okay?  That is where it comes from.

So I just had a question to confirm that the tables that we're looking at, could you just identify the difference between the two tables and what does this show here in table 1 and then in table 2.

MR. SEAL:  So table 1 shows you the CDM megawatt hours that are included for the residential and our CSMUR rate classes in the load forecast.

And then table 2 will be the total load for those classes, including the CDM impacts.

DR. HIGGIN:  So the first one, though, is for 2024. That's an annual estimate, is that correct?

MR. SEAL:  So just to be clear, if we look at 2024, the updated CDM forecast megawatt hours for the residential class, we're saying 850,000 megawatt hours impact.

DR. HIGGIN:  Right.  Then in the other table, table 2, as you said, these are the totals.  Correct?

MR. SEAL:  Those would be the total loads associated with that class in the forecast for the billing units, yes.

DR. HIGGIN:  So can you just give me a bit of a materiality as to the impact of this megawatt hours on the overall -- let's just talk residential forecast.

In other words, is 4,366,438 in 2024, how does that -- is it 1 percent?  Just ballpark it, you know.  Is it small?  In other words, do we need to worry about it?

MR. SEAL:  Well -- and I don't have my calculator with me again to do the math off the top of my head, but the -- if you take the CDM loads in Table 1, divided by the load forecast in Table 2, that would give you the percentages of what the CDM is of the after-CDM loads, yes.

DR. HIGGIN:  Yes.

MR. SEAL:  Yes.

DR. HIGGIN:  You had a discussion with Mr. Harper about the significance and how you're going to deal with the IESO's ongoing programs, which will be reduced relative to history.  I'm not going to go -- I read the transcript.  I am not going to go through all of that.  So --


MR. SEAL:  I will, sorry, Dr. Higgin, just point out, with respect to the residential and CSMUR classes in general, the forecast of loads -- we do have a forecast of loads for those classes, but ultimately for rate-setting purposes during the 2024 -- or 2020 to '24 period the loads actually don't factor into rate-setting for the residential and CSMUR classes.

DR. HIGGIN:  Not even for '20.

MR. SEAL:  Not even for '20.  20 is our first year of fully fixed rates.  So the loads actually themselves are not used to determine rates for these classes in those particular years, 2020 to 2024.

DR. HIGGIN:  Even -- okay, I get it.  Okay.  So that was my next question.  So this is a slight update to your forecast.  So how does that affect the rates that we're looking at for those classes in 2020?

MR. SEAL:  Again, I think you have seen it in our updated bill impacts for the residential class.  With our updated load forecast it was basically not much change at all to the residential class rates, primarily because load isn't one of the drivers.  It's the customer numbers.

DR. HIGGIN:  Okay.  Thank you.  So my next area is revenue-to-cost ratios.  If you could turn to page 47 of the compendium.  Is it 47?  Sorry.  It is 42.  42.

This is a response to our initial interrogatory, which is EP -- 7-EP-60.  And this table -- we'd asked you to do some rebalancing.  We will ignore the rebalancing and just look at the right-hand column, which is the pre-filed number, okay?  So we will start with that.  And that shows the revenue-to-cost ratios.

Now, I am going to look at the update now, please.  And could you look up Exhibit U, tab 6, Schedule 1, Appendix A, please.  So that is the update.  And it is part of the revenue-requirement work form for 2020 filers.

So repeat:  Exhibit U, tab 6, Schedule 1, Appendix A, and I would like to go straight, once you've got it, to the page 5 -- sorry, page 4.  Page 4.

MS. COBAN:  Dr. Higgin, I don't believe that there is an Appendix A to the revenue-requirement schedule.

DR. HIGGIN:  Well, I have the copy here.  Sorry.  Would you like to look at it?  There's the copy.  That's the printed-off...

MR. SEAL:  These are the revenue-requirement work forms; is that correct?  I have a copy of that.

DR. HIGGIN:  It is on the record in the update, Madam Chair, just to be clear.

MS. COBAN:  My apologies.

DR. HIGGIN:  Do you have it, Mr. Seal?

MR. SEAL:  I have it.  If you could take me to the page.

DR. HIGGIN:  I thought you would, yes.  So I would like to just look at the revenue-cost ratios and compare them to that on the pre-filed, which is on page 42, the right-hand column.  And I am going to just talk about the residential and the C S MUR.

So when I look at it, I don't see there is any change from the pre-filed to what's proposed now by Toronto Hydro.  In other words, the residential is still 103.2.

MS. FRANK:  Dr. Higgin, can you look at the screen for a moment.  Is this what you want us to look at?

DR. HIGGIN:  I want us to look at the pre-filed ratios on the right-hand column.

MS. FRANK:  Okay.  And you are comparing it to something else?

DR. HIGGIN:  Yes.  With the work form, the new work form, page number 5 of 5 in that exhibit.

MS. FRANK:  So is that -- I just want what is on the screen to be what you're comparing so the panel can also see the reference.

DR. HIGGIN:  Unfortunately we have to split the screen.  But we have -- why don't we put up Exhibit U, tab 6, Schedule 1, Appendix A, page 5, and then we can all look at it.

MS. FRANK:  That is what I was hoping.

MS. COBAN:  I think there is an issue with the file that we have.  That is why it was my impression that we didn't have an Appendix A.  It must have just been missed from the consolidated file we're using.  I apologize for that.

MR. SEAL:  The table that is up on the screen I believe is perhaps the most appropriate one to compare, the revenue-cost ratios in the original --


DR. HIGGIN:  Yes.

MR. SEAL:  -- and then the revenue-cost ratios as in the update.

DR. HIGGIN:  Yes.

MR. SEAL:  So the one on the screen, which is from Exhibit U, tab 7, Schedule 1, I think perhaps we can go off of those numbers for your questions.

DR. HIGGIN:  Yes.  My question is, the residential hasn't changed from 103.2 from the original to the update.  Am I correct?

MR. SEAL:  That is correct, yes.

DR. HIGGIN:  So basically then my premise is that Toronto Hydro will be recovering more revenue from the residential class than its allocated costs as according to the update; is that correct?

MR. SEAL:  With again, with respect to the revenue-cost ratio -- and I was just flipping to actually the Schedule 8, which is the revenue-cost after rate design, and perhaps to get to your exact question, maybe this is the more appropriate one.

DR. HIGGIN:  Well, rate design brings in all of the other accounts that come into the basic things, such as the -- whatever, the deferral accounts, the rate riders, and everything else goes in.

MR. SEAL:  No, it doesn't, actually.  In the revenue-cost ratios that you see in Exhibit U, tab 8, Schedule 1, it is strictly distribution revenue.  So it doesn't include any rate-rider revenue.  So this table is the equivalent of the one we saw for -- in Exhibit --


DR. HIGGIN:  Yes, that's good.

MR. SEAL:  -- in tab 7, which is before we do any rate design.  The rate design work, what we do is to reallocate where we have classes that are outside of the Board's ranges to do reallocation of the revenue consequences, and these are the ultimate rates then that we would be charging for the different rate classes.

DR. HIGGIN:  So it is the same number.

MR. SEAL:  Yes.

DR. HIGGIN:  Residential is 103.2, and so it was the original.  It is the update and it is now here.

MR. SEAL:  Yes.

DR. HIGGIN:  The question I have is, we are then -- Toronto Hydro is recovering more money from the residential class than its allocated cost; is that correct?

MR. SEAL:  So as you are aware, the revenue-cost model is an estimate of the costs that get allocated to each of the rate classes.

The Board has ranges for those revenue-cost ratios that they deem as appropriate ranges for the ultimate determination of rates for each rate class.

So the 103.2 is a revenue-cost ratio after rate design that is within the allowances, within the Board's guidelines for what the revenue-cost ratio would be for that rate class.

DR. HIGGIN:  I understand the reasons.  I am just asking for the fact.  The fact is -- yes, so now --


MR. SEAL:  Sorry, Dr. Higgin, just to add, the fact is, I think, that the purpose of the ranges that are with the cost allocation model, the purpose that the Board has for providing those ranges is because the cost allocation model is not a perfect model.  It's not perfect in allocating costs to the various classes.

So that the actual allocation in the resulting revenue-cost ratios within that range are deemed as appropriate.  And I don't think you can draw specific conclusions to whether 103.2 from the revenue-cost ratio model is establishing that we're recovering more revenue from that class.

DR. HIGGIN:  What was the ratio prior to this change?  97.6 or something like that for residential.  They were actually under-recovering their costs.  So I understand 100 percent.  It is not fair to do; am I correct?  That is the kind of number before?

MR. SEAL:  In our last rate application?

DR. HIGGIN:  Yes.

MR. SEAL:  I don't remember off the top of my head.

DR. HIGGIN:  No, I know.  But take it, subject to check, it was below 100 and now it has gone up.

Now, if you look at the exhibit, which is exhibit U, tab 6, schedule 1, and you go and do the math, the math is to add up the costs and then add the revenues.  And just take it, subject to check to -- and you can do this by undertaking.  I am going to tell you my numbers and then I will ask for an undertaking.

So the calculation is it's 8.84 million a year from the residential class, if they were at 100 percent versus 103.2 percent.

And over the 5 years, it would be $44.2 million over collected from the residential class relative to a 100 percent revenue to cost ratio.

Now, I am just throwing numbers out.  So I would like an undertaking, Madam Chair, for them to do the math and show what the amount of over-collection is, assuming their ratio of 103.2 versus 100 percent for the residential.  An undertaking.

MS. COBAN:  I mean, we can do the math.  But I am just wondering as to whether this information is relevant, given the explanation that Mr. Seal has provided around how these ratios are set.

DR. HIGGIN:  Madam Chair, it is very relevant to the residential customers.  That's the whole point of why I am raising it.  It is very relevant to the residential customers.

MS. ANDERSON:  Dr. Higgin, I assume you're not asking them to do a complete rerun of their cost allocation and rate design, are you?

DR. HIGGIN:  No, I'm not.  I am just asking to use what they filed and then to make an assumption of 100 percent, which is neutral for the residential class, an then to show what the difference would be given a 103.2 ratio.

MS. ANDERSON:  Mr. Seal, how much effort is this?

MR. SEAL:  Well, maybe I can ask Dr. Higgin exactly which schedule you are getting this information that you quoted from, because -- it would be helpful to me.

DR. HIGGIN:  It's from Exhibit U, tab 6, schedule 1, appendix A, and it is various pages 2, 3 and 4 of that exhibit.  The math comes from the schedule which is the work form that I identified to you, and I did the math.  But my math is terrible, you know, we all know that.

MR. SEAL:  The trouble I am having is when I look at that schedule you have directed me to on pages 2, 3 and 4, it has nothing to do with revenue to cost ratios.  So that is part of the problem I am having.

DR. HIGGIN:  Okay.  The problem -- let's go through then on page -- we have to go through it.  So the first bit is to do with the load forecast, okay.  You have to go to find out what the revenue is from the class, residential, and what the costs were.  The two numbers drive the math.

MR. SEAL:  So I would think that would be part of our revenue cost model, part of tab 7, our cost allocation --


DR. HIGGIN:  It could be.

MR. SEAL:  -- where we do show revenues allocated -- revenues and allocating costs for each of the various classes.

DR. HIGGIN:  That is what I am trying to do.  Maybe I got the reference wrong, but that is what I would like to see, if your math and my math matches, that's all, using that assumption that the revenues allocated -- sorry, the costs allocated to the class versus the revenue generated with the ratio shown here at 103.2 versus 100 percent, i.e. neutral.

MS. ANDERSON:  I guess the question is can you take the revenues that are being used for rate design and, you know, do a ratio so that it is 100 percent, a simple calculation to see approximately is that in any way misleading.

Obviously the matter of whether it should be 100 percent or 103 is a matter for argument, but ...

MR. SEAL:  I think I do understand what Dr. Higgin is asking, and I don't think it is difficult for me to do it.

MS. ANDERSON:  Okay.  Then let's do it.

DR. HIGGIN:  Thank you.

MR. MILLAR:  J8.4.
UNDERTAKING NO. J8.4:  TO SHOW THE AMOUNT OF OVER-COLLECTION, ASSUMING THE RATIO OF 103.2 VERSUS 100 PERCENT FOR THE RESIDENTIAL

DR. HIGGIN:  We asked that same question, Mr. Seal, in the original interrogatory, in case you looked at the table.   We asked you to rebalance, right, in that.  So we're asking you to rebalance, so it is 100 percent.

MS. ANDERSON:  But again, we are just looking at the residential class.

DR. HIGGIN:  Yes, that is just the residential.

MS. ANDERSON:  Dr. Higgin, I promised we would do a time check.

DR. HIGGIN:  I am done, thank you, Madam Chair.

MS. ANDERSON:  Excellent.  Thank you very much.

MS. GIRVAN:  Excuse me, I just have something that might be helpful.  I think Dr. Higgin was looking for O&M per kilometre, and there is an interrogatory, 1B-CCC-20, that sets that out.

MS. ANDERSON:  Could we call that up?

MS. COBAN:  I was actually going to provide a reference that was given with our day 6 undertakings that has the most up-to-date information.  It is undertaking J6.10 as well.

MS. GIRVAN:  I just wanted to ...

DR. HIGGIN:  Yes, thank you.  That would help answer my question about the scorecard.

MS. ANDERSON:  And it's total cost.

MS. GIRVAN:  I think it's just a question of whether that is 2018 forecast or actuals.

MR. HIGGINS:  Just to clarify, I believe this is all forecast.

MS. GIRVAN:  So you could update this potentially?  Or you are already doing that?

MR. HIGGINS:  Again, I am not sure we could update for the Board's model.  But I need to take this away and look at specifically what the basis of these values are.

MS. GIRVAN:  Okay.

MS. ANDERSON:  We are just trying to think -- there was some undertaking.  Which number was it?  J8.3, was that the one we were -- we're already doing that, so we don't need a new undertaking?

DR. HIGGIN:  No.

MS. ANDERSON:  Okay, thank you.

MS. COBAN:  We do need however to mark the recent undertaking that Mr. Seal provided.

MS. ANDERSON:  Yes, thank you.  A new undertaking for Mr. Seal to recalculate the residential.

MR. MILLAR:  I thought I had marked that as J8.4.  I think there were some other people talking, so my voice was not picked up.

MS. ANDERSON:  Thank you, Mr. Millar.  And now Mr. Hann.

MR. HANN:  Thank you, Madam Chair.
Cross-Examination by Mr. Hann:


MR. HANN:  Would you please turn to the IR 8, Schools SEC-94, and the table that is there on the second page?  Subject to check, the residential service charge from 2011-2024, the distribution charges will have risen by more than two and a half times.  Would you agree with that, subject to check?

MR. SEAL:  Mr. Hann, this exhibit would have been filed based on our original proposed rates.  So the rates would be slightly different, probably for the 2019-2024 period, slightly different for the residential class.

MR. HANN:  Okay.  Also subject to check, would the total additional cost that a residential rate payer have experienced from 2011 be in the range of $2,200 from 2011-2024 plus taxes?

MR. SEAL:  Again, I can't answer that just by looking at these numbers.  But yes, perhaps you can just clarify that again, the total increase?

MR. HANN:  If the service charge had remained at 18.25 or thereabouts over that time period, then a customer in a residential class has paid an additional 2,200, or thereabouts, extra in-service charges over that time period, subject to check.

MR. SEAL:  Subject to check.

MR. HANN:  Okay.  Now, turn to 1B-Staff-17, please, pages 8, 12 and 13.

Ms. Christine Douglas is not here today.  However, she did take the time to go to a public meeting on November 22nd, 2018, at the North York Central Library, and to write to the OEB.



At that meeting, she passionately spoke of all the things she has done to reduce her Toronto Hydro bill and from her letter, she is aware of what she pays to Toronto Hydro.  However, there is a large part of her bill she can't do anything about.  Only Toronto Hydro can reduce this part.  The service or delivery charge, or whatever terminology you use for that.

In your written responses to Ms. Douglas, what did you tell her that Toronto Hydro was going to do to reduce the delivery charge or the service charge portion of her bill?  I don't have a lot of time, so I am going to move on if you are not going to answer.

MS. KLEIN:  Mr. Hann, sorry, I am just trying to catch up, and seeing this for the first time -- well, for the first time in a while here.  I believe our response to Ms. Douglas is set out here.

MR. HANN:  Yes, it is set out there, and Toronto Hydro told Ms. Douglas what she could do about reducing her -- the amount that she pays on her bill.  But I don't see anything there informing Ms. Douglas of what Toronto Hydro was planning to do to reduce their portion of the bill, which is a significant portion of the bill and has been a significant portion of bill from all of the data.

And the reason why I chose 2011 was because that is how long she provided the information to you folk.  From 2011 until the meeting she's been looking at her bill and she is aware that her costs have gone up and she was extremely passionate that there was nothing that she could do to reduce her costs.  She has done everything that you said in the letter.

What is Toronto Hydro doing to reduce those costs?  Please point me to some spot in the evidence that you could send back to Ms. Douglas and to the other lady, Ms. Brooks, about what Toronto Hydro is doing to reduce the service charge.

[Witness panel confers]

MR. HANN:  Madam Chair, I only have ten minutes, so I am going to move on if you don't mind.  I take that as they don't know.

MS. ANDERSON:  I think we would like to hear the answer, Mr. Hann.

MR. HANN:  Okay.

[Witness panel confers]

MR. HIGGINS:  Mr. Hann, I think it is obviously a large record on the proceeding and it covers a number of areas that deals with both costs and outcomes.  I think one of the things you have heard from the beginning of the testimony on panel 1 was how we went about this business planning process, how we listened to our customers, how we used that feedback and the feedback about customer price sensitivity and the desire for a balanced approach in terms of service and cost, and how we fed that into the business planning process and gave ourselves -- set top-down constraints on what the price increases would be over the period.

We then, as Mr. Lyberogiannis spoke to, had to work our way down from a significantly higher capital plan to get to something that we feel would be sufficient to maintain reliability performance, make some of the targeted reliability improvements in the worst areas of the system, while ultimately meeting those objectives.

And, you know, fast-forward through the second phase of customer engagement.  We made some tweaks during that period and ultimately landed on a plan that was substantially similar to our penultimate plan, which was balanced again to achieve those objectives and has an ultimate price impact for residential customers that is below the rate of inflation.

So it is a constrained plan.  We have constrained ourselves -- I think Mr. Lyberogiannis spoke about just how much he feels this plan is constrained and some of the risks that go with that.  So I won't rehash that, but I think in our view, along with the various benchmarking evidence and historical productivity evidence that we have provided, we feel that this is a plan that's based on efficient operations that we have achieved since amalgamation, and one that is constrained, as I said.

MR. HANN:  Maybe what you could do for her and for the Board is to provide the percentage of the distribution charge that is related to capital OM&A and dividend and then other costs just so that we can see over those years
-- it doesn't have to go back all the way to 2011.  You could start at 2013.  I started at 2011 because that is where she started -- so that we could see what impact the different parts of those major buckets are having on the service charge.

[Witness panel confers]

MR. SEAL:  I don't believe that kind of breakdown of our rates is possible.  Our rates historically have been a combination of fixed and variable rates.

The components of each of those components of the distribution rates are generally based to a large extent on history, the original determination of the breakdown between a fixed and variable rate, and its progression through time.

Separating out the different components of what's driving each of the costs that make up the -- both the fixed and the variable charge is not something that can be done, really.

MR. HANN:  Let's use the typical customer and the typical thing and just say they use 1,000 kilowatts per month for residential and add that to the fixed component and then you could figure out the ratios.  I would like to know how much OM&A and capital and dividend are part of that delivery charge.  I think it is useful for the Board to know that.

MR. SEAL:  Again, I don't think it is possible to separate out those particular components from our delivery -- from our distribution rates, the fixed and the variable, because both of those were historically a component.  Going forward it is fully fixed.

MR. HANN:  Okay.  Going forward in the periods 2020 to 2024.

MR. SEAL:  Again, I don't think it is possible to separate out that particular aspect.

MR. HANN:  You just said a few minutes ago that there is no more of the split.  So why isn't it possible?

MR. SEAL:  Because that would require breaking out the various components that are going up to making it, and I don't think it is possible to break out those particular components in the format that you are asking for.

MR. HANN:  So the customers that were surveyed have no idea how much the capital program really impacts on that line in their bill that says delivery charge or service charge.  Is that correct?

[Witness panel confers]

MR. HANN:  May I move on, Madam Chair?

MR. SEAL:  Sorry, I think on record we do have information about the components of a revenue requirement that are made up from the capital and made up of OM&A.  We do have that information available, but directly translating into how much of a rate within the particular rate is, as I say, I don't think it is that specific.

MR. HANN:  So we don't know.  So a customer that is asked the question, shall we spend money on capital or OM&A, doesn't have a clue in terms of the service charge what he is actually agreeing to or she is agreeing to.

MR. SEAL:  Well, again, I think at the revenue-requirement level we can certainly determine how much of the revenue requirement is associated with our capital versus how much is associated with OM&A.  That portion we can provide.

MR. HANN:  And split out the dividends?

MR. SEAL:  The dividend isn't a particular component of the revenue requirement.

MR. HANN:  Return on --


MR. SEAL:  Return on equity is a component, yes.

MR. HANN:  Can you split that out?  Going forward 2020 to 2024?

MR. SEAL:  We can provide those components, yes.

MS. ANDERSON:  So my understanding is the components of revenue requirement that you are agreeing to; is that correct?

MR. SEAL:  Proportionally.  Proportionately, yes.

MS. ANDERSON:  Thank you.  We'll --


MR. MILLAR:  It's J8.5.
UNDERTAKING NO. J8.5:  TO SPLIT OUT THE COMPONENTS OF REVENUE REQUIREMENT FROM 2020 TO 2024.

MR. HANN:  One last section, Madam Chair.  Please turn to 1B-Hann-37, and also 4B-Hann-128 and 1B-Hann-36.

Would you please explain to the Board why equipment failure and aging equipment are the same cause?  If you want a reference, there's two references in your document 1B, tab 3, schedule 4, appendix A, page 35 and 31.

On one page, you say that the equipment failure causes  36 percent of the outages and the other one, 36 percent of the outages are caused to aging equipment within four pages on the information provided to the customer survey.

MR. HIGGINS:  So this is a pie chart, if you will, doughnut chart of various cause codes.  These are labels we commonly use when presenting this information.

Aging equipment refers to the biggest single cause of outages.  The formal -- I think you're referring to the formal CAE definition, which is defective equipment.

MR. HANN:  No, I am referring to your documentation which says equipment failure causes 36 percent, and aging equipment causes 36 percent.  It is on the two pages in the work book.  Can you go to the other page to show him?

The line direct buried -- while equipment failure causes 36 percent of outages across the system.  It is under the tab direct buried cable.

MR. HIGGINS:  That's correct.

MR. HANN:  The other one is aging equipment.  So in your mind, equipment failure and aging equipment is the same thing, correct?

MR. HIGGINS:  We use them somewhat synonymously within the context of these customer engagement materials, one of the reasons being, as has been discussed throughout the evidence, that the aging of equipment and the deterioration that goes with that is the largest driver of defective equipment outages.  And ultimately, this was an engagement about where the investment dollars had to go, and ...

MR. HANN:  Let's stop there.  Would you agree that each cause gives you a different perspective of the type of outage problem?  For example, you can have a brand new computer that doesn't work right out of the box, or an old clunker of a computer like I have that stops working after seven years of service.

But here you are giving to the customers exactly the same problem; one time it is called equipment failure, the other time it is called aging.  But in your baskets, you are giving it the same definition.

Would you agree that aging and defective equipment are Different?

MR. HIGGINS:  The aging process is a key driver of defective equipment outages, likely the -- well, I can say with some confidence that it is the key driver of defective equipment outages.

This was customer facing materials in which we're trying to discuss in understandable terms what the drivers of our plan are.

MR. HANN:  Okay.  So you have dumbed down the survey to make it straightforward for customers.  Okay.

Yet Toronto Hydro expects customers to understand all the nuances that have been discussed by the presentation of my friends in the past day and a half with respect to choosing what money should be spent on which buckets.  Is that correct?  So we dumb down a simple cause --


MR. HIGGINS:  Sorry, I did not say we dumbed it down.

MR. HANN:  Okay, you made it easier for customers to understand.  I believe that is what you said.

MR. HIGGINS:  I would say that's correct.

MR. HANN:  By doing that ...

MR. HIGGINS:  But in a way that is ultimately tied to the drivers of defective equipment outages.  So there is a strong relationship there.

MR. HANN:  And yet --


MR. HIGGINS:  The pacing questions are largely around aging equipment.  We know if we don't spend what is proposed in the plan, that aging problem is going to get worse.  The condition problem is going to get worse, and that will lead to worse reliability, which is reflected in that doughnut chart.  So that is why we started with that premise.

MR. HANN:  No more questions, Madam Chair.

MS. ANDERSON:  Thank you, Mr. Hann.  So we do have some panel questions?  And we are going to run a little long, no later than 11:30, trying to wrap up this panel if we can. Mr. Janigan?
Questions by the Board:

MR. JANIGAN:  Thank you very much.  I have some questions arising from an exchange, Ms. Klein, you had with Ms. Grice on volume 7 on page 96.  Do you have that?

And my questions arise out of the concept that strategic parameters formed the basis for a focussed direction with respect to this particular proceeding, and particularly the right parameter, which I guess was informed by the customer engagement, was a factor in relation to setting the level of capital expenditures.  Is that a correct summary?

MS. KLEIN:  I am just reflecting on your words.  The strategic parameter was ultimately an output of combining the high-level operational planning that we speak about in Exhibit 2B and E2, as well as customer feedback.

So we went through operational planning around various scenarios for potential investment, and then we received customer feedback about their priorities and outcomes.

And putting those together assisted us with identifying the cap-ex and OM&A pieces of the strategic parameters, and a rate impact associated with that.

So the cap-ex and OM&A were about that largely maintaining with some targeted improvements.

MR. JANIGAN:  Okay.  And this was a feature of the focussed direction that you referenced?

MS. KLEIN:  It was, yes.

MR. JANIGAN:  With respect to the capital expenditures, the decision was made to maintain levels of reliability instead of attempting to improve them by reducing the number of assets that may be aged, or may tend to be defective.

MS. KLEIN:  Correct.  We did have some areas around improving reliability.  And with the feedback from customers -- I should say this is at, of course, the system averages.  There are some targeted improvements within certain pockets where customers experiencing lower than average.

But when we're talking about large system averages, we're looking at maintaining.

The real challenge was trying to work on bringing the budgets down to meet those strategic parameters.  I believe our engineers, and maybe Mr. Higgins has also spoken about making significant reductions within some of the initial cuts at the plan, to try to bring them down to make that alignment.

And that was the struggle and the trade offs.  There were several hundreds of millions that we took out of the capital program.

MR. JANIGAN:  You touched upon this a little bit, but what effect did this focussed direction have on the O&M portion of your expenditures?

MS. KLEIN:  Similarly, having focussed direction and then -- I think I described it as the flurry of activity working up those initial plans, trying to make trade offs and refinements to get things within those strategic parameters.

On the OM&A side, as I recall -- and I should say I was on mat leave at the time -- I would get some update phone calls from time to time, so I don't have detailed information about this, but as I recall the first cut at the OM&A budgets were in the $300 million range.  And right now we're at -- I can't remember the exact number, but it is 270-something.

So bringing all of that down was the difficulty there, both on the cap ex and the OM&A side.  So trying to create that constrained plan without seeing service-level erosions was the struggle then and the trade-offs.

MR. JANIGAN:  And I take it these were -- this was focussed on O&M throughout the company.  There were no specific targets associated with the reductions that were necessary to meet the budget?

MS. KLEIN:  We were looking at it at the aggregate level.  The instruction to the business -- and there was a lot of groups working together -- was to work cooperatively and to identify potential trade-offs that we could make in order to bring those numbers down and to try to continue -- of course, the third strategic parameter was about the outcomes.  So try to continue maintaining, improving in some cases, in those outcomes category, while still bringing the budgets down within the levels of those strategic parameters.

MR. JANIGAN:  There was no one particular driver in the O&M budget that effectively made the appropriate reductions that was across the board.  Is that what you're saying?

MS. KLEIN:  Again, because I was away at that time on mat leave, I don't have those particular details.  I know, you know, some members on panel 2 spoke about some of the particular challenges that we were having, but I don't have a specific detail if there was one particular item or a couple of particular items.  I believe there were challenges across the board and everybody was struggling.

MR. JANIGAN:  Okay.  I wonder if you could turn up Board Staff compendium for panel 3.  And I am looking at page 7 of that compendium.

The second category in this Undertaking J1.7 sets out the revenue requirement based on capital revenue requirement, non-capital revenue requirement, and it appears to me during the course of this custom IR period that, notwithstanding the fact that you are maintaining reliability, the level of the revenue requirement obtained from the capital revenue requirement is gradually increasing in proportion to the non-capital revenue requirement.  Am I correct on that?

MR. HIGGINS:  Yes.  That's correct.  That's a function of the incremental capital needs over that period, yes.

MR. JANIGAN:  Okay.  Do you have any idea how this compares with other large electrical distribution utilities, the percentage that is obtained from capital and the percentage that is non-capital?

MR. HIGGINS:  The benchmarking that we have available to us would be the total cost benchmarking model and then some additional benchmarking that we have included in the application such as around the unit cost piece, which is comparative to various utilities on very specific units, but this particular type of benchmarking we would not have, no.

MR. JANIGAN:  The reason I asked this question is it strikes me if there are -- and we are only dealing with the period that the custom IR covers -- but it appears to me that in the future that if increased cost pressures arise in relation to inflation or directions from the government or, you know, increases in ROE based on that inflation, that your flexibility with respect to accommodating those pressures is increasingly limited by the amount of revenue requirement that you are getting from your capital revenue requirement.

In other words, if you go to capital next time to reduce in relation to trying to meet cost pressures, you are going to be reducing reliability, because basically you are only maintaining reliability during this period.  Do you have any comment on that?  You don't have to accept my critique either, but it would be useful to have your analysis.

MR. HIGGINS:  Yeah.  I mean, I can certainly speak to this current five-year period.  You know, our analysis is, you know, we've brought forward a custom IR application that obviously has these attributes with respect to the capital-related revenue requirement because of the incremental funding that is required to maintain service levels, and that is, I think, in line with what our customers have told us.

You know, we've looked at the alternative and IRM framework, and we believe if we're moved off of that, if we're moved off the custom IR framework, which was designed, I think, for the utilities that are in our situation with these particular capital needs and which has been previously approved, then as I spoke to before, I think we would expect to see -- first of all, we would be, I guess, under-funded by hundreds of millions of dollars, and that would lead to service reliability declines over this period.

And again, just to bring that back, that directly contradicts the express needs and preferences of our customers.

So that's really -- we had to go through that calibration exercise in this application to get to a constrained plan that meets those parameters that reflects customer engagement and the past productivity we have achieved, as well as the increasing cost pressures over the period.

So with respect to the -- with respect to the future period, I think we would have to assess where we are and what the reality was at that time.  Within the context of this application, I think, you know, that is the current reality we are in.  We require this level of funding to maintain service.

MR. JANIGAN:  I mean, I asked that question.  I realize you can only deal with this period, but this is a utility that has been rather dramatically affected of what went before, particularly with respect to trying to deal with all of the capital improvements that are necessary to bring it up to standard.  So I appreciate the fact that you don't want to speculate on what might happen in that circumstance.

Finally, how would you characterize Toronto Hydro's performance in controlling costs in the last IR period?  Would it be below expectations?  Would it have met expectations?  Or above expectations?  Or well above expectations, let's say?

MR. HIGGINS:  We set a high standard for ourselves in terms of being a performance-driven culture.  That's something that's been, as you can see by the scorecards going all the way back to 2011, I think we have canvassed at this point, it's been a key aspect of our utility operations for a long time and specifically certainly since amalgamation.

So we have continued with that mindset, and I think one of the things we tried to demonstrate with additional benchmarking information in this application is particularly how we're doing on the capital side, because we understand, you know, this application is really driven by large capital investments.  It is something that obviously is driving the rate increases that we're looking for in the capital revenue-requirement differential that you pointed me to before, Mr. Janigan.

So I think, you know, the key pieces I have been referring back to -- and you are going to hear from these experts, I think, shortly after we are off the stand, are the UMS unit cost study, which we undertook to sort of further -- sort of what we saw as the evolving Board policy around unit costs particularly with respect to the major unit costs in our application, and for ten out of 11 of those categories we were in the second quartile, so better than average relative to the peers who were assessed.

On the PSE benchmarking evidence, which is obviously an important piece, as you know, that particular model incorporates an urban core variable, and we have advanced that variable as part of this application, and that aside, you know, while we are converging towards the benchmark, as I discussed with Mr. Rubenstein yesterday, we continue to be on the right side of that benchmark, in terms of being better than the predicted cost, including over the forecast period.  And we do put a lot of stock in that.

Beyond that, there is a number of examples -- and I think we just filed an undertaking, it might have been yesterday or the day before, in response to a question from the other day.  Let me just find the number for you, because it is a new -- I believe it's J3.2, where we were asked to gather it all up in one place, the various capital-related productivity improvements we have achieved over the period and to provide the quantification wherever possible.

So there is a list of about a dozen or more different initiatives, and a fair amount of dollars put to that over the period.

So I think, just to summarize that, we believe our evidence shows that we are a productive utility and we have -- as I mentioned the other day, we've incorporated that productivity, along with the cost pressures for the future period, into our forecasts.

MR. JANIGAN:  Would you allow me to paraphrase that that you are above expectations and improving in relation to cost performance?

[Witness panel confers]

MR. HIGGINS:  That's fair, yes.

MR. JANIGAN:  Okay.  A question arises in a very simple way.  If you have been able to exceed expectations in some way, and improving under the old CIR framework formula, why should we change it now?

MR. HIGGINS:  We don't believe we should change the formula.

MR. JANIGAN:  Okay.  You're asking for some changes, for example in the stretch formula.

MR. HIGGINS:  Yes.  I think maybe just to be clear, because this has been something we have talked about a few times, sort of what is custom about the formula and what's not.

I did go back to this yesterday after my discussion with Mr. Rubenstein, just to look at this in the context of the previous application and what we proposed then and what we're proposing now.

And the custom aspect of the formula is really just the C factor.  The capital factor is what we have introduced into the existing incentive mechanism to fund the incremental capital.

And consistent with -- I guess as much as possible, we've tried to stay consistent with the remainder of the Board's policy around these items.

So that includes, for example, applying the stretch factor to the capital-related revenue requirement, so to that C factor, in order to incent productivity further on that side.

And with respect to the stretch factor, you know, that is an area where -- I was actually looking at this from this morning.  I don't know if we want to introduce this, or just provide the citation.

But in the renewed Regulatory Framework Report from October 18th, 2012, there is a table which lays out the different pieces of the expectations around what to do under fourth generation IR versus custom IR and the annual IR index.

One of the things that differentiate each of those in the sharing of benefits piece of this table is, you know, there's an expectation of having the adopted stretch factor under fourth generation IR.  Under annual IR, there is an expectation of having -- adopting the highest stretch factor.  But then under custom IR, the expectation is that it will be a case-by-case basis.

So with respect to the stretch factor, the part that we've customized there is not the factor itself, but the benchmarking report, and the benchmarking report that underpins that value.

So that's a bit of a long-winded answer, but I just kind of wanted to tie that into the framework a little bit because the idea is yes, the value is in a sense custom, but that's as a result of the research that PSE has done around the stretch factor.

MR. JANIGAN:  Okay.  Mr. Lyle, as a devotee of Nick Silver's 538, I can't let this question go by when I have a pollster in front of me.  But why are telephone surveys considered more accurate than online surveys?

MR. LYLE:  It is because with a telephone survey, we have rules that allow us to -- sorry.

So with telephone surveys, when people get an account with their distributor, everyone has to give a phone number because otherwise they can't arrange to show up at your door to make the connection.

And so we have almost perfect coverage of the whole universe in terms of telephone.  And that's true for general population samples as well.  If you have a system for selecting randomly among land lines, unlisted land lines, and cell numbers, we have everybody.  There is almost nobody that doesn't have a phone.

Email addresses don't have a rule.  And typically the way that we do an online survey is through email.

So with distributors, we're moving to a world in which we will be able to rely on online.  Right now, you have to do a mix mode, because coverage isn't perfect still.  So you need to be able to compare what online addressees look like compared to people in the overall population.

But you will note in future filings for other utilities that we're now starting to move that way.  We have a very short telephone survey to find out what the population looks like.

The challenge we have is that the Stats Canada data that is available to us doesn't really tell us what an electricity customer looks like, right.  We can only find that through our own research.

If we could find it through Stats Canada, then we could avoid telephone altogether, and we would could create sampling metrics and weights for online only.

And there is a benefit in online.  What you see in this one that I thought was really exciting was that we were able to, in the second phase, allow the customers to review their answers on specific choices, see the cost impact, and decide whether that worked for them or whether they wanted to change their minds.

And in fact, in this case, not much mind-changing happened.  But in part that was because we disclosed the total cost up front before they went into the individual choices, so they had the context to make that choice.

But that ability to reconsider after looking at a series of choices really, to my mind, gives me a lot more comfort that what we're consider getting is a considered point of view and not just a knee-jerk reaction to what is going on.

Anyhow, to cut a long story short, what makes -- and remember this is already over a year old, what we have done here, and life is moving fast when it comes to the collection of email addresses by utilities.  But in this case, we were still in a position where we felt that the only way we could be sure we really knew what customers looked like was to rely on that telephone number because there were no gaps in coverage.

MR. JANIGAN:  Okay.  Thank you very much.  Those are all of my questions.

MS. ANDERSON:  Okay.  It doesn't look like we are going to make it to excuse this panel.  It is a little bit past 11:30, so I think we better take a 20-minute break now because neither Ms. Frank nor I want to rush our questions.  So twenty minutes, please.
--- Recess taken at 11:30 a.m.
--- On resuming at 11:54 a.m.

MS. ANDERSON:  Please be seated.

We are continuing with panel questions here.

MS. FRANK:  I have one follow-up from when VECC was questioning this panel.  Mr. Harper in his compendium, which was K7.1, was being troubled by the forecasts and the directions between June 2018 and June 2024 and what you saw in the application and the update and the directional changes and the percentage changes.  I recall, I think it was you, Mr. Seal, who said that's because you're looking at annual data and not monthly data.  Monthly data you would understand why the direction appears to be inexplicable, but it is when you look at monthly data.  So that naturally led me to say, maybe we should see the monthly data.

Is that something you could do?

MR. SEAL:  And the monthly data I think is all filed.  All of our input variables are filed as part of the evidence.

MS. FRANK:  So the table -- so just to make life incredibly simple, what I am looking at is a table that talked about customer counts and the directional changes, and it is more the customer-count one that is affecting what the rates are.  So it was that piece.  And you are telling me it would be really easy for me to go find that?

MR. SEAL:  I believe the information is filed.  I thought it was in our U tab 3, Schedule 1 with all our underlying data.  I am actually looking at it now.  It does have customer numbers for CSMUR class, GS under 50, GS 50, then in large use.

If it isn't available in the particular schedule -- or there is also, I think, an undertaking we were provided some of this information, then we can undertake to provide the actual monthly data that we have, yes.

MS. FRANK:  What I am hoping is that there's going to be something that will show by using the monthly data that the, you know, the 1.3 percent looks like a reasonable increase in the -- for the GS under 50 and for the greater ones, the negative 2.1.  So actually, I would appreciate if you would do something that doesn't make me do a lot of analysis, I can just look at it and say, oh, yes, that's obvious.

MR. SEAL:  Certainly, I think we can do that.  I am certain that when we updated the models we updated the trend based on the historical data that we have and that is what is reflected in the forecast, but we can provide that specific information on the monthly data and the trend and how it resulted in the forecast of customers that we provided, yes.

MS. FRANK:  Yes, I would appreciate that.

MR. MILLAR:  That's J8.6.
UNDERTAKING NO. J8.6:  TO PROVIDE SPECIFIC INFORMATION ON THE MONTHLY DATA AND THE TREND AND HOW IT RESULTED IN THE FORECAST OF CUSTOMERS THAT WAS PROVIDED.

MS. FRANK:  Okay.  So then to change what we're looking at a little bit, you have talked to several people around the edges of this topic, but I am going to put a different lens on it.

So I want to first of all ask you, would you consider that the custom framework that you are proposing reduces the risk to Toronto Hydro compared to if it would have used a normal IRM and ICM?  That what happens with your custom framework is a reduction of risk?

[Witness panel confers]

MR. HIGGINS:  So I think with respect to the contrast between those two options, we view the custom IR framework as something that does have risks within it.  We are setting rates for five years.  And we have to live within those rates regardless of the circumstances that do evolve, and if there are greater needs in some of our demand-based programs, just as an example, that requires adjustments in other areas of the plan over the period, so, you know, ultimately a revenue requirement is set.  We have to find productivity within that and then deliver -- deliver on that.

I think the only other point I think with respect to the -- with respect to the ICM framework -- I mean, first of all, with respect to this -- the plan that we have put forward, I think one key point is that with respect to the Board's policy, you know, this is an on going multi-year significant capital need, and so it's not something that first and foremost I think would be appropriate for IRM plus ICM treatment.  But that point aside, with respect to the ICM projects that would be funded, if just hypothetically, you know, we were in a different situation, I do also think that the -- those ICM projects are subject to sort of a true-up mechanism, I believe, in which case sort of prudent cost overruns, for example, could also be recovered.

So I think that is just a couple of thoughts I think on the risk there.  Do you want to add anything?

MS. FRANK:  Let's actually start with some of the elements.  You started with the biggest one, the capital area, where indeed there is a significant impact upon what the customer is going to pay because of your custom approach being different than an incremental capital module.

And I think the numbers we're talking about were hundreds of millions.  It was a significant increase that your approach gives you over the incremental capital module, as well your notion of there being true-ups, there certainly is a true-up mechanism that is available to you with your CRRRVA.  So not only do you get more capital, but it is also trued-up.

So to me that is less risk.  All I'm trying to do is go, how does that affect risk relative?

MS. KLEIN:  Thank you, Panel Member Frank.  Just with respect to the CRRRVA, because it is asymmetrical, if we were to have cumulative overspend during the period we wouldn't receive true-up associated with that.  That would be funded at the utility's cost for that incremental period.

So we do perceive that as putting risk on us.  Cumulative underspend -- sorry?

MS. FRANK:  I don't understand how that puts risk on you if you don't spend the money that you have in rates and you give it back.  How does that put risk on you?

MS. KLEIN:  Sorry, if we were to spend more than the money in rates.  I apologize.

MS. FRANK:  Well, if you spend more than the money then you get it, right?

MS. KLEIN:  According to the CRRRVA we would not get the incremental requirement.

MS. FRANK:  It is not symmetrical?

MS. KLEIN:  No, it is not symmetrical, it is asymmetrical.

MS. FRANK:  Okay.  Good.

MS. KLEIN:  So that is a risk that we take on.  An additional --


MS. FRANK:  You typically not -- I'm sorry to interrupt.

MS. KLEIN:  I apologize.

MS. FRANK:  But staying with this one.  You typically haven't spent more, though, because the balances are very typically going to the customer's benefits.

MS. KLEIN:  In the last term we do have a balance being -- that a balance that is being returned to customers, correct.

MS. FRANK:  Yes.  Both cumulatively and annually.  So it seems like you can manage that risk very effectively by controlling your -- what you put in-service.  Right?  This is a risk you tend to manage well.

MS. KLEIN:  In this last period, we were able to manage that risk.  I certainly agree with that, and that is reflected in the capital -- I will call it the capital variance account for short.

One of the risks that we do take on with the custom IR more generally is if additional capital needs were to materialize during the period, we would not be presumptively eligible for coming back for, say, more incremental capital through the ICM.

So, you know, we do go away for five years and are required to manage within that, as of course we know a lot can happen in five years.  And this is a time of a lot of growth in the City of Toronto in some concentrated areas, and there is of course some of the underlying reliability and safety issues with the grid, so things can happen.

So we do perceive that as a risk on us, particularly because of this asymmetrical nature of the account, that ratepayers are protected on the one side and on the other side we do take the risk associated with it.

MS. FRANK:  But you have hundreds of million dollars more.  And would a Z-factor cover those?  Is there a potential that you would ask for a Z-factor if there is something that happened in an unforeseen -- as you say, five years, unforeseen things can happen.  You still have access to a Z-factor.

MS. KLEIN:  It is not impossible that we would seek a Z-factor.  We, of course, recognize that the likelihood of recovery under a Z-factor.  There are very particular circumstances and that it is not something that is typically available in the ordinary course.  You have to meet certain thresholds.

So and we don't -- we appreciate that is an option.  It is not something that we see as an immediate day-to-day business option.  We recognize we have to meet criteria with that.

MS. FRANK:  Your criteria would be the same as people who are under the normal IRM, but not more challenging for Toronto Hydro than others.

MS. KLEIN:  I would agree the criteria are the same for everyone certainly.

MS. FRANK:  Help me with the OM&A.  The big thing with the OM&A is the earnings sharing-type piece that you have access to.  And that one is symmetrical?

MS. KLEIN:  That one currently is symmetrical over the dead band.  There is 100-basis point dead band associated with that.

MS. FRANK:  So that is not a really large dead band.  We have used 300 to pull others in, so that is a larger -- so yours is once again less risk, I would characterize --


MS. KLEIN:  We carry the risk up to the 100 basis points on the earnings sharing mechanism, that's correct.

MS. FRANK:  When we look at the productivity, which you have talked about with many people, there's two elements.  One we're seeing the cost per customer increasing, which doesn't actually go to the expectation if you were in a normal ICM that you would expect more productivity coming out.

The whole driver for why we go to this 5-year is to look for productivity and to allow the utility to maintain some of it, but also for the customers to benefit.

And we've been -- everybody has asked you where is the productivity, where is the productivity.  And it is a bit of a struggle.  There is some, no doubt about it.  But is there enough is the question.  And the piece with the large capital program you normally see OM&A reduction.  The new assets, the better systems, they have OM&A savings.

You don't see a whole lot of that, do you?

MS. KLEIN:  We have seen some trade-offs between OM&A and capital.  And with respect to our OM&A increase over the last period, once we adjust for the capital count, it is about 1.6 percent.  So I would suggest that that shows some of the efficiencies that we're able to gain.

Of course, the challenge is that are cost pressures exceed the I minus X; in some cases, they exceed the I factor itself.  So what I would propose is that it is important to look at both sides of the equation when looking at efficiency and productivity on a net basis.

As my colleagues on other panels have spoken to, there are some specific items that are also driving some of the OM&A changes.  There's some accounting changes.  There is monthly billing that is moving from a DVA into base rates as part of the term.  So some of those factors are part of it.

I do believe we have an undertaking that Mr. Higgins referenced earlier, that did speak about some of the productivity picture.

MS. FRANK:  Yes, you did.  I am not saying there is no productivity.  I'm just saying one might expect more or better.

But a lot of the items you were just talking about, like the monthly billing, that's not unique to Toronto Hydro. Once again, anybody else who is on ICM, they've got  those same kind of concerns.

Typically, I guess not everybody.  But typically, they weren't doing monthly billing, so a lot of those are not unusual things to deal with.

MS. KLEIN:  Yes.  And I do believe that there are some particulars of our circumstances, and I cannot recall them off the top of my head, but I can certainly summarize those for you in an undertaking if it would be helpful.

In part, a large driver of it is just simply we have a lot of customers and there is a lot of postage and paper, and that is one of the key drivers.  I think it's also the movement of where it is in rates from the DVA into base rates, in terms of how it is visible in the OM&A portion, that is also driving some of the numbers in terms of how they appear.

But I would certainly be happy to take an undertaking and summarize that for you, if it would be of assistance.

MS. FRANK:  I am going to wait because we may -- there may be other offers that you make like that, so you can note that as a possibility, but we won't ask for it yet.

I am just trying to go through items where I feel is the risk different between your approach and the approach typically used when you are into these ICM.

We have talked about the stretch factor and it allows you, no doubt it allows you to have a stretch factor that's specific.  But the end result of h you are proposing is less than what an ICM would have proposed.  Once again, it is less risk for you because there is less of a stretch factor.

I am not saying it is inappropriate.  It is just different.

MS. KLEIN:  I don't know if I would characterize the stretch factor values as a risk item so much as it's a value that is empirically determined.

But I believe your point is that the dollar value of it reduces as a result of the empirical information underlying it, and I hear you on that.

MS. FRANK:  And therefore, you have more revenue that is available.

Some things are -- I mean, I think that everybody gets this one, but the 100 percent delivery charge, that reduces your risk as well, right?  It is maybe not a relevant risk item.  But if you can charge 100 percent delivery versus you'd have to have volumetric and delivery charge ...

MR. SEAL:  Well, there's still risk around recovery of that revenue based on the forecast of customers.  It still is a forecast that that rate is based on.  So there's still risk around that.

MS. FRANK:  This is all about relativity.  So more or less risk than if you have a fixed and variable?

MR. SEAL:  I am not sure I could actually opine on whether it is more or less.

I mean, there are forecasts for volumetric forecasts; there are forecasts for customer forecasts.

They've both have always been there, true.  But to the extent that the variability around one or the other and what the risk might be, I am not sure I could actually say.

MS. FRANK:  So is that in evidence, something that shows how variable your forecasts were on volumetric versus on customer counts, forecast to actual?

MR. SEAL:  We certainly have the volumetric comparison forecast actual, because that is one of the filing requirements.   I don't believe there is a filing requirement related to the customer component.

I am just trying to -- just give me one moment, if I could.

MS. FRANK:  Sure.

MR. SEAL:  So we do have in Exhibit U, tab 3, schedule 1, appendix A, which is all of our forecast data for the billing units, we do show for each of the components, customers and for loads, the last Board-approved 2015 value versus the actual value.  So that piece is on record.  It is for one year.

MS. FRANK:  Hmm-hmm.  How much work would it be to do it for the intervening years?  Is this a major effort, or it's not too bad?  Just the customer; that is the piece I am interested in.

MR. SEAL:  For all rate classes?

MS. FRANK:  Because you said the other volumetric, I will be able to find it elsewhere?

MR. SEAL:  So the variance analysis on the volumetric side is that a total kilowatt-hour basis.  We can do the same for a total customer basis, or ...

MS. FRANK:  I am just looking at ability to accurately forecast volumetric versus customer, so that would be fine.

MR. SEAL:  It would be comparable in that sense, and I think we can do that, yes.

MS. FRANK:  Maybe we will give that an undertaking.

MR. MILLAR:  J8.7.
UNDERTAKING NO. J8.7:  TO PROVIDE A FORECAST OF VOLUMETRIC VERSUS CUSTOMER USING THE CUSTOMER DATA SUBSET SHOWN AT EXHIBIT U, TAB 3, SCHEDULE 1, APPENDIX A

MS. FRANK:  I think I have done enough of a -- it looks like less risk.  And you agreed with me on some and not others, and that's all fine.  But I am now going to make another proposition to you and see what you think of it.

If there are areas where you thought, over the development of your custom approach, you have wanted to somehow be more reflective of what's happening with the Toronto Hydro, and I've seen that as reducing some of the risk, so I am going to say what do you normally do when you say the risk is reduced?  What element of the revenue requirement do you look at when it is a lower risk?  I am going to suggest it is the ROE.

So maybe the ROE that -- you have just used the normal Board-approved ROE.  I am saying maybe you're not carrying the same risk with your custom approach as others.

So maybe there's a bit of a challenge or reduction that we do with the ROE.  We just, you know, shave it a bit.  I just want your reaction to that.

MS. KLEIN:  I've been reflecting on your initial question, Panel Member Frank, and I wonder if I can talk about the risk at large, which does address I think the question on the ROE.  We see that this plan itself carries a significant amount of risk.  And that risk is -- the single largest risk is how constrained the plan is.

Our assessment -- and I believe you have heard this from the previous panels that came before -- that if anything we are at risk of underfunding the need in the system and, if anything, underfunding our ability to deliver on outcomes.  We are walking a very, very thin tightrope with respect to being able to deliver on reliability and safety and other outcomes that customers value and that we value as well.

And from that perspective, there is significant risk in the plan.  And that comes out of, of course, trying to create a constrained plan and keeping ourselves consistent with what we heard from customers and trying to maintain a rate increase that is as low as possible.

MS. FRANK:  Right.  And we have heard that here.  You are quite right, Ms. Klein, we have heard it repeatedly that you are on the edge.

I am just suggesting if you would be closer to the edge if you would have been using the standard ICM approach with an IRM, standard approach to these.  You have moved yourself to a more comfortable position.  So I end up thinking the other piece -- when you look at why do you have this level of premium associated with an ROE, it is because you are in a different place.  And therefore yours, where you -- I am not saying there is not risk.  There is risk.  It is just relative risk.  So...

MS. KLEIN:  And I understand the comparison you are drawing.  And I wouldn't characterize having an IRM, you know, plus approach to be more risky.  I would characterize it as underfunding to a very large degree, and Toronto Hydro not being in a position to deliver and -- on certain outcomes and seeing things like reliability actually get worse.  Mr. Higgins, of course, reflected that expectation in some of his comments.

So it's difficult for me to compare a circumstance like that, because it just is something that's -- it just seems directly contradictory with the express needs and preferences of our customers and the assessment of what the grid requires.

MS. FRANK:  Okay.  It is something to reflect upon.

MS. KLEIN:  Thank you, Panel Member Frank.  We will.

MS. ANDERSON:  My questions all come from Exhibit U.  If we could call that up.  And I would like to start off with Exhibit U, 1A-2, page 5.  It looks to me like that is Table 3, the bill impacts.

So I think we have had some discussion about this, and if I look at this table in 2020, there's a negative $3.53 per month, and then it goes up into the dollar-plus range.

Did you consider any rate design proposals that would have done some smoothing to this, more smoothing?  I know there is some element of smoothing, but something that wouldn't have the large decrease in 2020 and then increases in subsequent years?

MR. SEAL:  When we put our rates together and once we have all of our base distribution rates and our rate riders -- which, this table reflects the full slate of rate riders that we're proposing -- we do absolutely look at what the profile of that would look like.  And we do consider ways we can possibly smooth the overall impact.

Some of the challenges with doing that:  One have to do with the impact in the first year, for example, of that $3.53 reduction in residential class, part of that is because of rate riders in 2019 that are dropping off.  So those rate riders will end, and they're debits to customers.  So they will see an automatic reduction in their bill when those end.  We can't adjust those, clearly.

And at the same time we have the rate riders that we're proposing for the forecast period, and adjusting those, we can -- our levers really are about changing the timing of when those might occur, or changing the period over which they might occur.

And in doing so, for example, if we delay one of the credits until the next year, you are essentially then instead of -- our proposal currently is to clear these credits over five years.  So you are essentially reducing the -- or reducing the period over which you would then clear that amount, which increases the negative value in that particular year and gives you that additional problem then.  You've got a higher negative value now in the second year, which again potentially causes swings, again.

Similarly, if you do it over a shorter period, but in -- starting in the first base year, you have a bigger amount that you are recovering over a shorter period and you have potential swings as well.

We also have to consider what might happen at the end of the period.  So at the end of the five-year period when rate riders drop off, what the impact might be on the year after that.  And of course, there is all of the unknowns that happen in between.

So we currently have a proposal for clearance of 2018 balances of RSVAs.  We will probably be recording RSVA accounts over the five-year period and potentially clearing amounts, positive or negative, we don't really know, over that period.

So all of these things make it difficult to really come up with a, I will call it accurate smoothing profile, but we certainly look at it.

When we looked at the overall bill impacts in this particular case, we did determine that, yes, there was the swing, especially in the first year, and for some of the reasons that I mentioned, but overall the relative impacts, example in total bill of 2.7, and then a .8 percent increase, overall we're well within the range of the Board's normal assessment of bill impacts and, therefore, we're not unreasonable.  But we do look at that, and if there are opportunities to smooth, then we would try to implement those.

In fact, I would suggest that upon DRO we will look at all of the various components and look the our proposals, and if there are opportunities to smooth at that time we will propose that as part of the DRO.

MS. ANDERSON:  So I guess the answer to the question, are there any other scenarios on the record here, this is obviously your proposal.  Just help me through the IRs, undertakings, technical conference, were there any other proposals?

MR. SEAL:  No.

MS. ANDERSON:  Okay.  Thank you.

MR. SEAL:  There are none on record, no.

MS. ANDERSON:  Could we look at Exhibit U-9-2, Table 2, which should be the group 2 balances.  So when I -- do you have it up?  Mr. Seal, you have it?  So what I see here is 2019 forecast principal activity, and there is a credit balance going back to customers of 62.2 million.  And by my looks of the subsequent exhibits you are proposing to clear that now.  Is that correct?

MS. CHAN:  It is correct that we are requesting to clear group 2 DVAs on a forecast basis with the exception of the U.S. GAAP deferral account.

However, just to provide a little bit of clarity, the Table 2 includes the renewable generation connection funding added deferral account, which is not being cleared through the OEB.  Perhaps Table 17 would be more useful, in terms of the total balances that we are requesting clearance for.

MS. ANDERSON:  Right.  So we would have to subtract the 2 million; is that correct?  Is that -- Table 17 would be 60 million?  Is that...

MS. CHAN:  Yes, that's correct.

MS. ANDERSON:  Okay.  So I am curious what a scenario would look like if the 2019 balances were deferred for recovery and used in smoothing bill impacts for future years, so that they would be recovered once we had audited balances.

Is there such a scenario?  How difficult would it be to produce, and could we get that produced?

[Witness panel confers]

MS. CHAN:  I believe there were a couple of IRs that we responded to, to address this question.

MS. ANDERSON:  Certainly there is the question of whether audited balances or not should be recovered.  That is actually not what I am asking.

Assuming -- let's say we did agree that on audited balances -- well, I guess in this case, they would be audited.

But I am looking at more of the smoothing question.  Given it is our general practice to clear audited balances, what would it look like if we waited until we had those audited balances in order from a smoothing perspective?

And in the scenario I am asking for, I am not sure whether that would be smooth for the remaining 4 years, 1 year, 2 years, you know.  We're always trying to find that balance between getting money back to customers as soon as possible, it is a credit balance, versus not having the rates too volatile.

MS. CHAN:  We actually did have two IRs, one specifically requested, what would it look like from at least a DVA disposition and rate impact perspective if we cleared based on a 2018 audited balance, which is U-Staff 190.

And then for U-Staff 191, it then isolates the 2019 clearances and provides, I believe, the related impact for those items as well.

MS. ANDERSON:  In the future years, because now they would be cleared for, you know, in the remaining four.

[Witness panel confers]

MS. CHAN:  Sorry, yes.  We don't have something that shows the impact should we wait to dispose of the full 2019 balance, I guess, starting in 2021 or going forward.

MS. ANDERSON:  Yes.  I think we would be curious what a scenario might look like, something that you could reflect on, you know, the two issues that I mentioned; trying to get money back to customers as soon as possible, making sure that bill impacts aren't volatile, reflecting on those.

I think it would be interesting to have another option that looked at that.  I recognize we don't normally do group 2 balances in the update applications, but given that you have forecast them here, one would expect that we would only be looking at the extent to which they were materially different than the balances that we had already looked at.  So it's not like a full prudence review at that time.

So anyway, I think we might be interested in what another scenario might look like.  Is that something that is difficult to do?

MR. SEAL:  I think we can do that, yes.

MS. ANDERSON:  Thank you.  I appreciate that.

MR. MILLAR:  J8.8.
UNDERTAKING NO. J8.8:  TO PROVIDE A SCENARIO SHOWING 2019 BALANCES DEFERRED FOR RECOVERY AND USED IN SMOOTHING BILL IMPACTS FOR FUTURE YEARS, TO BE RECOVERED WHEN AUDITED BALANCES WERE AVAILABLE

MS. ANDERSON:  Can I move you to Exhibit U-7-1, page 5 -- am I in the right one here?  No, part (d) on that page  that starts "demands for the large use and GS 1,000 to 4999 customers ..."


So I read from this that you had a reduction in the number of large use customers, and it says here who were reclassified into the GS 1,000 to 4999 class.  And that as a result, this is part of the update to update, I guess, the load forecast related to them.  Is that correct?

MR. SEAL:  That's correct.  We updated and the cost allocation model consequences of those customers being in those classes.

MS. ANDERSON:  Okay.  Could we then move to Exhibit U-3-1, table 4?

So I was looking at the updated customer forecast and I see the reduction in the large user customer count.  But the GS 1,000 to 4999 is constant.

So is that just a coincidence?  Are those customers got reclassified there and you lost some of those customers, or -- I just want to confirm this is an updated forecast to match the updated load forecast?

MR. SEAL:  Yes, I can confirm that.  It is a coincidence the number of customers in the GS1 to 5, or megawatt class or 1,000 to 4999, did adjust as well, and it just happened to be the exact same amount of the customers that were coming from the large user class.

MS. ANDERSON:  Because I think you had previously said that you forecast these based on trends.

MR. SEAL:  Yes.

MS. ANDERSON:  And so that when you took that trend into account, you reflected the fact that these customers moved over?

MR. SEAL:  Yes, we did.

MS. ANDERSON:  Okay, thank you.  My last question is Exhibit U-3-2, appendix A.  In hindsight, I should have probably asked this question of panel 2.  And I think this is my last opportunity, so I am going to ask it anyway and feel free to say that you can answer by way of undertaking.  Hopefully, it is a simple question.

I looked at account 4375 shared services recovery, and I wanted to confirm that that is a gross revenue number, or net of the expenses for shared services recovery.  So is it gross or net?  And do we have the related expenses, regardless of whether it is gross or net.

If it's gross, then is there a line item where I can see the related expenses for shared services recovery?

Obviously, if it is net, then we wouldn't be seeing that.  I would like to see what those numbers are.

Do we have that?  I tried to find that in your Exhibit 4A, and I couldn't find the related expenses.

MR. SEAL:  I think that will have to be an undertaking.

MS. ANDERSON:  I suspected that.  Would that be okay?  So it's two; is it a gross or net number, and what are the actual associated expenses related to shared services recovery.

MR. MILLAR:  J8.9.
UNDERTAKING NO. J8.9:  WITH REFERENCE TO EXHIBIT U-3-2, APPENDIX A, ACCOUNT 4375 SHARED SERVICES RECOVERY, TO CONFIRM WHETHER THE FIGURE IS A GROSS REVENUE NUMBER OR NET, AND IF GROSS, TO PROVIDE THE LINE ITEM REFERENCE FOR THE RELATED SHARED SERVICES RECOVERY AMOUNTS, IF AVAILABLE

MS. ANDERSON:  Thank you.  Those are my questions.  Mr. Sternberg, is there redirect?

MR. STERNBERG:  No re-examination.  Thank you.

MS. ANDERSON:  Well, with that, with our thanks, we can excuse panel 3.  We often do take a break in between.  I think it is not a big panel coming up, so I think we will just go off air for a bit.

We will sit up here and then when we immediately come back, I just want to deal with a confidentiality request. So I will take us -- excuse this panel, take us off air for a bit, and hopefully five minutes.

MR. STERNBERG:  Just so the panel is aware, I know all of the parties are, we've had some discussion.  But the plan for the next two witnesses, who are the UMS folks, is to have them go one at a time, because they are separate reports on separate topics.  So they will be two one-person panels.

MS. ANDERSON:  Yes, we are aware.  I saw two people.  I wasn't sure if two were coming up, or just one.

MR. STERNBERG:  We're hoping that would be more focussed and efficient to do it that way.  We have Mr. Cummings, who will be the next witness, who is here and ready to start.

MS. ANDERSON:  I will put us on air in about five minutes or so.

MR. STERNBERG:  Thank you.

[Off-the-record discussion.]


MS. ANDERSON:  Thank you.  Mr. Sternberg, are we ready?

MR. STERNBERG:  Yes, we are.

MS. ANDERSON:  Just a quick one before we go.  There was an undertaking response filed for -- I think it was related to SEC.  It was an undertaking -- J6.6 from the previous proceeding.  In that proceeding it was declared confidential.  So the Panel doesn't see any reason why it shouldn't be confidential in this proceeding, so we were intending to keep it confidential for the purposes of this proceeding as well.

And now we can continue.

MS. COBAN:  Thank you.

MR. STERNBERG:  We have as the next witness, Mr. Jeff Cummings, with UMS Group.

MS. ANDERSON:  To be affirmed.
TORONTO HYDRO-ELECTRIC SYSTEM LIMITED - PANEL 4A
Jeffrey Cummings, Affirmed.

MR. JANIGAN:  Thank you very much.

MS. ANDERSON:  Mr. Sternberg, we will break for lunch as soon as you finish your direct.

MR. STERNBERG:  Okay, thanks.  What I will do is I can advise the panel of the proposed expert qualification that we are seeking for Mr. Cummings, and that is as a utilities consultant with expertise conducting unit costs, benchmarking studies.  I have circulated the proposed qualification to the various parties, albeit late yesterday.  I had a chance to speak to some, and I am not aware of there being any objections, but I haven't had a chance to speak to all of the parties.

MS. ANDERSON:  Can I just confirm there is no objections?  Then we qualify him as such.
Examination-In-Chief by Mr. Sternberg:


MR. STERNBERG:  Thank you.  And if I may, and since there are no objections, I will be very quick through this part, but if I may just for the panel's benefit briefly highlight Mr. Cummings' background and qualifications.

I understand that you are senior vice-president and managing director for the Americas of UMS Group?

MR. CUMMINGS:  Yes, I am.

MR. STERNBERG:  In terms of your educational background you have a Bachelor of Science degree from the U.S. naval academy and then a Master's science degree in operations research from the U.S. naval postgraduate school?

MR. CUMMINGS:  That's correct.

MR. STERNBERG:  And very briefly, what is operations research?

MR. CUMMINGS:  Operations research is really taking -- taking analytical models to assist in decision-making.

MR. STERNBERG:  And I understand you now have about 39 years of professional consulting experience?

MR. CUMMINGS:  Yes, I do.

MR. STERNBERG:  For how many years have you provided consulting services for the utilities industry?

MR. CUMMINGS:  For the full 39 years.

MR. STERNBERG:  And I understand you have experience conducting various unit costs benchmarking studies and analyses in this industry?

MR. CUMMINGS:  Yes, I do.

MR. STERNBERG:  About how many unit costs benchmarking studies or analyses have you conducted over the years as part of your consulting work?

MR. CUMMINGS:  Directly in terms of productivity and unit cost, approximately 15 over the 15 years I've been with UMS Group.

MR. STERNBERG:  And does your experience conducting these types of studies span across North America?

MR. CUMMINGS:  North America as well as into the Asia and Pacific market.

MR. STERNBERG:  Besides Toronto Hydro have you conducted benchmarking studies -- unit cost benchmarking studies or analyses for other Canadian utilities?

MR. CUMMINGS:  Yes, I have.

MR. STERNBERG:  Finally, I understand you've testified as an expert witness in other utilities-related proceedings in various jurisdictions?

MR. CUMMINGS:  Yes, I have.

MR. STERNBERG:  Has that included testifying in other rate cases?

MR. CUMMINGS:  Yes.

MR. STERNBERG:  And finally, I won't ask you about them, but just to identify for the Panel, are further details regarding your years of experience in this industry set out in Appendix D to your report and also in your CV that's been filed?

MR. CUMMINGS:  Correct.

MR. STERNBERG:  Madam Chair, there is a form of CV that is in Appendix 2, Mr. Cummings' report.  We also filed separately somewhat more fulsome CV.  I am not sure if that was given an exhibit number or whether that should be marked as an exhibit now.

MS. ANDERSON:  I saw the one that was pre-filed.

MR. MILLAR:  If it's been pre-filed I don't know that we need to --


MS. ANDERSON:  Something just recently?

MR. STERNBERG:  Something in the past -- yes, in the past week, I believe, we sent a stand-alone CV that may have included a bit of additional detail compared to the one that was attached to the report itself.

MR. MILLAR:  Why don't we mark that then, Madam Chair.  I don't know -- do we have hard copies, Mr. Sternberg?  If we don't we can get them later.  I just -- we will need a copy for the official record, which we can deal with later as necessary.

So let's call that K8.2, which is the CV of Mr. Cummings.
EXHIBIT NO. K8.2:  CV OF MR. CUMMINGS.

MR. STERNBERG:  Just for the record, I will provide hard copies at the break.  It has got a date on the top left-hand corner, which is July 2019, so it is an updated CV.

Panel, I don't expect to take a lot of time, but I thought it would be useful to at least touch on the highlights of what is outlined in Mr. Cummings' report.

First of all, Mr. Cummings -- well, I should identify the report is -- it is useful to probably pull it up -- Exhibit 1B, tab 2, Schedule 1, Appendix B, I believe.

Mr. Cummings, we have the report entitled "Toronto Hydro-Electric System Limited, unit costs benchmarking study".  Is that your report in this matter?

MR. CUMMINGS:  Yes, it is.

MR. STERNBERG:  And do you adopt it as your evidence in this matter?

MR. CUMMINGS:  I do.

MR. STERNBERG:  Tell us, first, briefly, what were you retained to do in this matter?

MR. CUMMINGS:  We were retained to conduct a third-party independent review of Toronto Hydro's methodology for deriving unit costs and also to perform a benchmarking comparison on a pre-selected group of asset categories and maintenance programs.

MR. STERNBERG:  And on which asset categories and maintenance programs did you conduct your benchmarking review?

MR. CUMMINGS:  In the asset categories it was wood pole replacement, underground cable, overhead switches, pole-top transformers, pad-mount underground transformers, network transformers, and breaker replacement.

And in the maintenance programs it was vegetation management, pole test and treat, overhead line patrol, and vault inspection.

MR. STERNBERG:  And just to identify that for the Panel, are those the categories that are set out on page 7 of your report?

MR. CUMMINGS:  Yes.

MR. STERNBERG:  And you may have mentioned it quickly, but who selected those categories and programs?

MR. CUMMINGS:  They were originally selected by Toronto Hydro.

MR. STERNBERG:  And from your experience, were those a useful, if I can use that term, set of categories and programs to focus on for purposes of your type of study?

MR. CUMMINGS:  Yes, they were.  I will say that when we initially saw the list, we were not surprised.  It's very consistent with the asset categories that we tend to focus on when we look at aging infrastructure, and the maintenance programs are very consistent with the programs that we look at when we're assessing system performance.

MR. STERNBERG:  Next, can you please briefly summarize for us how you went about doing your benchmarking study?

MR. CUMMINGS:  Yes.  We always start with a series of workshops.  In this case, it was to get an understanding of how Toronto Hydro does their unit costs, or their unit costing, but also to get context; as we're starting to look at numbers, it has more meaning.  And then third is to get a sense of the type of factors they have to deal with when they're doing their replacements.

We then -- we made an initial information data request and we reviewed that information, not necessarily because that information ties directly to the task at hand, but again because they give us context.

We established a peer group.  We ended up with a peer group of 17 utilities.  We designed a survey.  We administered it.  We then obviously received the results, did our analysis, and then completed our report.

MR. STERNBERG:  And if you turn to page 7 of your report, please.

MR. CUMMINGS:  Yes.

MR. STERNBERG:  In terms of the results of your study, can you please briefly describe for us, or walk us through Toronto Hydro's unit cost benchmark results for the various asset categories and maintenance programs that you looked at.

MR. CUMMINGS:  Yes.  Well, when we do benchmarking, we use a quartile approach.  As I have indicated in the report, it is directionally accurate, not necessarily precise.  The quartiles works well within that standard.

When you look at the quartiles, that says what it is implies.  If there was 17 utilities or 18 that are participating, the first four would be top quartile.  The division between second and third quartile would be determined by where a utility lies relative to the median, and of course the last would be the bottom quartile.

As I look at the results, I can say that Toronto Hydro is firmly entrenched in the second quartile.  What is noteworthy is that with one exception, they're consistently in the second quartile.  And to us, that has meaning.

MR. STERNBERG:  What does that indicate to you?

MR. CUMMINGS:  It means that they are a second quartile performer, I'm sorry, as opposed to being all over the map from asset category to asset category, or program to program.

MR. STERNBERG:  I know you just gave us the numbers a second ago.  How does being in the second quartile compared to average level of performance, if I can use that terminology?

MR. CUMMINGS:  Well, it means that they're better than at least half of the other utilities.  And obviously, as they are trying, there is room for improvement.

MR. STERNBERG:  If you turn over the page to page 8, please, can you briefly outline for us your summary conclusions that you set out here?

MR. CUMMINGS:  Yes.  As I said, the first bullet says that they are firmly entrenched in a strong position in the second quartile, and that as we looked at how they do their unit costing, they are consistent with that of the industry and they have initiatives underway to improve upon that.

MR. STERNBERG:  Overall -- I apologize if I just missed it -- what is your overall view of their position and performance in the various categories you looked at?

MR. CUMMINGS:  Well, I would say it is favourable.  I mean, to be in the second quartile is a good place to be.  It's obviously -- everyone wants to be top quartile, but second quartile is respectable, particularly given the peer group that we looked at.

MR. STERNBERG:  In the rest of the sections of your report -- and I don't propose to go through them now -- but you set out the details of your approach and methodology and the specific benchmarking results on all of the various categories.

MR. CUMMINGS:  That's correct.

MR. STERNBERG:  Madam Chair, I wasn't proposing to ask by way of chief for him to provide us with further details, unless that would be useful.  I am in your hands, but subject to that, I ...

MS. ANDERSON:  I think we're fine.  Thank you.

MR. STERNBERG:  Thank you.  I have no further questions, then.

MS. ANDERSON:  Okay.  We will take a one hour lunch break then.
--- Luncheon recess taken at 12:50 p.m.
--- On resuming at 1:58 p.m.

MS. ANDERSON:  Please be seated.

So we're ready to begin the cross-examination?

MR. STERNBERG:  Yes.

MS. ANDERSON:  Mr. Rubenstein.
Cross-Examination by Mr. Rubenstein:

MR. RUBENSTEIN:  Thank you very much, Panel.  Good afternoon, Mr. Cummings.

MR. CUMMINGS:  Good afternoon.

MR. RUBENSTEIN:  I have a compendium of documents.  It is for both the UMS panels, so --


MR. MILLAR:  K8.3.
EXHIBIT NO. K8.3:  SEC COMPENDIUM FOR PANEL 4A AND 4B


MR. RUBENSTEIN:  I want to walk through the benchmarking study with you and some specific aspects to better understand what you have done.

But do I take it -- and I think you had this discussion with counsel in your examination -- at the top-level results from your view is that in ten of the 11 programs or activities that you have benchmarked Toronto Hydro is in the second quartile, correct?

MR. CUMMINGS:  Yes.  Though I believe that I -- that that table was in error and that there was one where they were the top quartile.

MR. RUBENSTEIN:  Ultimately Toronto Hydro is doing better than the median?

MR. CUMMINGS:  That's correct.

MR. RUBENSTEIN:  And as I understand the methodology that you undertook for this study, is you've collected data from 17 distributors in Canada and the U.S. in addition to Toronto Hydro.  Correct?

MR. CUMMINGS:  That's correct.

MR. RUBENSTEIN:  And we see at page 9 of your report, or page 10 of the compendium, and so in the peer group we have utilities as -- in smaller cities such as Lansing, Michigan, all the way to, I think you have Southern California Edison, which deals with southern California and the outer areas of Los Angeles, correct?

MR. CUMMINGS:  That's correct.

MR. RUBENSTEIN:  But what I don't see in there is you have not benchmarked to other Ontario utilities.  Correct?

MR. CUMMINGS:  That's correct.

MR. RUBENSTEIN:  And so two of the largest utilities, Alectra and Hydro One, are not in the sample?

MR. CUMMINGS:  I'm sorry, could you say that again?

MR. RUBENSTEIN:  So the two largest Ontario utilities, Alectra and Hydro One, are not part of your peer group.

MR. CUMMINGS:  No.

MR. RUBENSTEIN:  And any other large urban centre in Ontario like Hydro Ottawa serving Ottawa, London Hydro serving London, Ontario, Veridian, which serves east of Toronto, correct, they're not involved?

MR. CUMMINGS:  That's correct.  They are not in the peer group.

MR. RUBENSTEIN:  So there is no utilities that would have similar service territories -- sorry, that would service a similar territory such as -- specifically as Toronto would utilize -- would compete for the same contracting resources or employment resources as Toronto, correct?

MR. CUMMINGS:  I'm sorry, could you restate that.

MR. RUBENSTEIN:  Sure.  Because you don't have any Ontario utilities as well as you don't have any Ontario utilities that are -- surround Toronto Hydro's service territories, you don't have -- none of the peer groups represent utilities that would say Toronto Hydro has to compete for external resources, contracting resources, or compete for internal resources with.  Employees, for example.

MR. CUMMINGS:  That's correct.  Though that's not a criteria that we use when we develop our peer group.

MR. RUBENSTEIN:  And no utilities who have the same provincial, legal constraints or the same regulatory structure, because you don't have any Ontario utilities.  Correct?

MR. CUMMINGS:  Well, that's a correct statement.  Our view was different.  We came at it from a different viewpoint, which is that our study was to look at the practices that were used in unit costing, and so we took a broader view and took a full North American view.

There is a certain criteria that we used, or not a criteria, but certain factors that we look at when we start thinking about -- about are eligible for the peer group.  And of course no one -- no utility hits on all those factors, but what we wanted to do was get the cross-section, because this also had a practices orientation to it as well as a benchmarking orientation.

MR. RUBENSTEIN:  I understand the process with respect to the benchmarking component is, you collected the unit cost data from the utilities, and as well as you asked a number of questions about the factors the utility deals with and certain accounting practices.  Correct?  Am I correct?

MR. CUMMINGS:  That's correct.

MR. RUBENSTEIN:  And as I understand, obviously you didn't verify their information.  You can't look at their books, correct?

MR. CUMMINGS:  No, I can't look at their books, no.

MR. RUBENSTEIN:  Did you verify the Toronto Hydro information?  Did you look at -- "their books" is obviously maybe too broad of a term.  But did you look at -- were you able to sample to verify the Toronto Hydro data?

MR. CUMMINGS:  We were able -- we were able to validate primarily because we went in great depth with them as to how they came up with their unit costs.  But I would say that we fell short of doing a financial audit of their numbers.

MR. RUBENSTEIN:  Well, did you sample?

MR. CUMMINGS:  What?

MR. RUBENSTEIN:  Did you sample any of the information they gave you to verify that it was done in the way in which they had told you they would do unit costing?

MR. CUMMINGS:  We sampled in the sense that we asked questions about it.  We did not sample in terms of what I think you are implying, which is going through all of the books.

MR. RUBENSTEIN:  Then as I understand what you did is you got the raw data from the utilities, and then you went through three phases of what you call normalizing the data.  Correct?

MR. CUMMINGS:  Yes.  Which is our standard approach.

MR. RUBENSTEIN:  And I would categorize the three phases into two different types of normalizations.  I want to -- you tell me if I am being fair in how to characterize it.  So first is you made a number of normalizations in phase I and half of phase II, which I would call sort of normalizing to make sure we're all looking at the same numbers.  So as I understand, you normalized for units of measurement, kilometres, you know...

MR. CUMMINGS:  Yes.  We went from feet to metres, et cetera.

MR. RUBENSTEIN:  Exactly.  You normalized for the exchange rate?

MR. CUMMINGS:  Yes.

MR. RUBENSTEIN:  The third is you normalized for accounting practices, because as I understand it some utilities don't include some costs in their unit costs or they have different -- they capitalize different amounts or so on, correct?

MR. CUMMINGS:  That's correct.

MR. RUBENSTEIN:  Then the second set is you normalize for what -- how I would describe it is for factors that you think would affect why the costs would differ between a utility.  So you did for what -- you looked at the average wage in the service territory, and you looked at various external factors, such as population density, the climate, et cetera.

MR. CUMMINGS:  That's correct.

MR. RUBENSTEIN:  So is that a fair way to characterize the two different types of categories of normalization?

MR. CUMMINGS:  Yes.  Yes.  You could say it that way.  Just to expand, we did get involved in some aspects of the system from the viewpoint of how much was overhead versus underground, was -- is there, you know, network in their city, things along those lines as well.  So -- and then of course as you said, the external factors.

MR. RUBENSTEIN:  Just to be clear, when you say "overhead" you don't mean --


MR. CUMMINGS:  Overhead lines versus underground.

MR. RUBENSTEIN:  Not capitalized.  I want to make sure we're talking about the same thing.

MR. CUMMINGS:  Exactly.

MR. RUBENSTEIN:  Now, if we can turn to page 32 of the report, page 33 of the compendium.  We see the three phases, correct?  We see the results after the first phase, in the second table the results after the second phase, and the results after the third phase on the next page.  Correct?

MR. CUMMINGS:  That's correct.

MR. RUBENSTEIN:  And so at the first stage you did the conversion for type of measurement and the Canadian dollar.  Correct?

MR. CUMMINGS:  Yes.  The metric in the Canadian dollar, correct.

MR. RUBENSTEIN:  In the second you did the regional cost adjustment and the accounting practices, correct?

MR. CUMMINGS:  That's correct.

MR. RUBENSTEIN:  Now, with respect to the accounting factors, as I understand, what you did was, you asked a number of questions about the different types of practices, but you did not -- then you made an adjustment based on that, but you did not actually look at every single utility and make specific adjustments based on how they've done it.

So for example, as I understand it, and maybe the best is to look at the table where you talk about this, this is on page 31 of the compendium and page 30 of your report.  If we just go up to one to Table C-3 here on the page.

So what you did is you asked a bunch of questions to determine what is included in their unit costs, correct?  And we see that in the category definition?

MR. CUMMINGS:  That's correct.

MR. RUBENSTEIN:  Then what you did instead of -- and so for example what you see is Toronto didn't have divisional, administrative, and general costs in their unit costs, correct, where some other utilities do?

MR. CUMMINGS:  Yes, that's correct.

MR. RUBENSTEIN:  And then what you did is you adjusted that, you adjusted -- you made an adjustment based on what categories, as compared to Toronto Hydro.

MR. CUMMINGS:  That's correct.

MR. RUBENSTEIN:  So for example, using as an example here we see utility A.  It also doesn't have divisional administrative and general costs, but it also didn't have AFUDC CWIP, correct?

MR. CUMMINGS:  I'm sorry, can you say that again?

MR. RUBENSTEIN:  If we look at utility A, as compared to Toronto it also did not capture divisional administrative and general costs, correct?


MR. CUMMINGS:  That's correct.

MR. RUBENSTEIN:  But it also did not capture AFUDC CWIP.

MR. CUMMINGS:  That's correct.

MR. RUBENSTEIN:  So you made an adjustment by taking their costs, and multiplying it by 1.02; you made that adjustment.

MR. CUMMINGS:  That's correct.

MR. RUBENSTEIN:  Essentially you're saying your costs should be 2 percent higher if you don't have AFUDC CWIP.

MR. CUMMINGS:  That's correct, from a unit cost perspective, which is different than total cost.

MR. RUBENSTEIN:  No, I understand that.  And you have done that from various things, and the ranges from 0.95 to 1.02, depending on their cost.  But just to be clear, you didn't go to -- you did not go to utility A and sort of determine what their actual -- if they actually had included AFUDC CWIP, what their unit costs would be.

You made an assumption about what the percentage of the cost should be represented by that, correct?

MR. CUMMINGS:  Yes.  But we had factors from our various learning consortias that we have.  This was based on actual data of composite of utilities where we do have that type of information, and these reflect the averages of the impact of these different categories on unit cost.

MR. RUBENSTEIN:  But you are going -- so if we look at utility F, it also does not have divisional, administrative, general costs, and AFUDC, correct?

MR. CUMMINGS:  That's correct.

MR. RUBENSTEIN:  Between utility A and B and A and F, they're getting the same adjustment factor.  But you would agree with me there may be differences in the amount of actual AFUDC CWIP that each one of them may actually have, and would be applied on a unit cost basis?

MR. CUMMINGS:  There could be small differences.  But if you recall, our standard is that of directional accuracy, not precision.

And if you look across this -- these factors reflect weightings, if you will, of each of these categories across hundreds of utilities.  So they're industry numbers.

MR. RUBENSTEIN:  All right.  If we can turn to page 35 of the compendium, this is an exhibit that I prepared and I provided to my friends.  I hope that that was sent to you.

MR. CUMMINGS:  Yes, it was, thank you.

MR. RUBENSTEIN:  I will first ask you did I get the math correct?

MR. CUMMINGS:  Yes.  The math is correct.

MR. RUBENSTEIN:  So just what I did in this table, just to help the Board, was I only made the adjustments for the first three items that I talked about.  So for unit cost, for the conversion to the metric system, and for the accounting.  None of the other normalization processes.  Correct?

MR. CUMMINGS:  That's correct.

MR. RUBENSTEIN:  What I see when I look at this table is at that stage in the process -- so if you just make sure we're all talking about the same numbers -- Toronto Hydro is below the median in -- I get ten out of 11 categories.

MR. CUMMINGS:  That's correct.  But of course this is not the whole story here.

MR. RUBENSTEIN:  I accept that.   I am just trying to understand.  So at this stage, in ten out of 11 categories, Toronto Hydro is worse than the median.

MR. CUMMINGS:  You know, it's a statement -- I mean the premise of the statement is incorrect because though the numbers are right for the formula that you applied, it has no meaning yet in terms -- so I don't know how you make a statement to say therefore, they're worse than the median, because the median isn't valid at this point.

MR. RUBENSTEIN:  Well, I understand your view is we have to do some other things to normalize it for various factors in the Toronto Hydro's service territory and their operating environment.  I accept that.

But if we just look at trying to make sure we're collecting the right numbers on the same units, Toronto Hydro's at this stage would be worse.

MR. CUMMINGS:  Yes.  I would go -- I would fall short of making even a qualitative statement about where they are relative to the median based on this.  I would just say based on where they are at this phase of the analysis, this is how they compare.

MR. RUBENSTEIN:  So in the second phase, you make the adjustment for the accounting.  You also make an adjustment for what you call the regional cost adjustment.

MR. CUMMINGS:  That's correct.

MR. RUBENSTEIN:  Regional cost adjuster, correct?  And as I understand it, you make an adjustment to the labour component of the unit costs --


MR. CUMMINGS:  That's correct.

MR. RUBENSTEIN:  -- to reflect differences in average wage in the utility's service territory compared to Toronto Hydro, correct?

MR. CUMMINGS:  That's correct.

MR. RUBENSTEIN:  And so if we can go to page 25 of the compendium -- sorry, wrong page.  I apologize.  It's page 30 of the compendium.  I apologize.

So using an example from here, let's say Baltimore Gas and Electric has an average wage of sixty -- in the city of Baltimore has an average wage of $68,000, correct?

MR. CUMMINGS:  That's correct.

MR. RUBENSTEIN:  And Toronto Hydro is -- the average wage in the city is $78,000.  Correct?

MR. CUMMINGS:  That's correct.

MR. RUBENSTEIN:  So what you've done is then adjusted the Baltimore Gas and Electric unit costs up 15 percent.  Correct?

MR. CUMMINGS:  Let me see.  Yes, sir.

MR. RUBENSTEIN:  And so what you're saying is because the average wage in Baltimore is lower than in Toronto, we need to -- you are making an assessment that the labour costs in Toronto or in -- the labour costs in Toronto should be 15 percent higher for Toronto Hydro than in Baltimore.

MR. CUMMINGS:  Well, what we are doing is applying it to the labour component, but regions have different costs.  You know, I live in Illinois and I live outside Chicago.  A lot more expensive to do anything in Chicago than it is if you go downstate Illinois.

So I kind of -- so we use the wage rate to come up with a factor.  But there's more that gets involved when you get into the larger cities and, you know, in terms of the cost.  So we're trying to do a cost adjuster and we apply it only to the labour component.

MR. RUBENSTEIN:  And so in your view, average wage is the proxy for non-material costs that would go into a unit cost?

MR. CUMMINGS:  Yes, sir.

MR. RUBENSTEIN:  What's the basis of that?

MR. CUMMINGS:  What's the basis?  It is 29 years of benchmarking experience on UMS Group's part.  It is a process that we use for all of our learning consortia,   and all of the benchmarks and it has served us very well.  It has served our consortias very well, as a way to -- we don't just go across the continent; we go across the world.  So it becomes a number we can use as a normalizer, and typically we are not surprised when we start to dig deep into underlying issues that are causing unit rates to be higher or lower.  It tends to bear out.

So it's been tested by, if you will, actual observation and it's been used consistently.  So we didn't change our approach for this study versus what we do --


MR. RUBENSTEIN:  I understand and I don't mean directionally.  I take your point that directionally in a city that has a higher wage, there will be -- costs are likely to be higher.

But have you done the empirical work to determine that if the wages are 15 percent lower in one city, then as average wages are 15 percent lower in one city compared to the other, then the costs -- all of the labour costs for a utility, so utility labour, whatever overhead, other overhead costs would be 15 percent higher.  Have you done an empirical look to make that linear relationship?

MR. CUMMINGS:  No.  I think you used the right term, you used the right two terms when you said proxy and when you said directionally accurate.

We have to come up with a way -- I think we would all agree that there are different costs as you go around the continent of North America, and this is an approach that has worked very effectively for us in terms of being able to make that differentiation, not only in North America but around the world.

MR. RUBENSTEIN:  So I take it you have not done an empirical look to determine --


MR. CUMMINGS:  I did not for this study.  We have done that type of empirical look in the past, just not for this study.

MR. RUBENSTEIN:  And if we look at the table below, you have labour, non-labour.

MR. CUMMINGS:  That's correct.

MR. RUBENSTEIN:  And you've split by asset categories there different labour/non-labour components, right?

MR. CUMMINGS:  Right.  And by program.

MR. RUBENSTEIN:  Sorry, by program you have the splits differ between labour and non-labour, correct?  And so -- and because you are applying the regional cost adjuster just to the labour component, you are assuming for all of the utilities that for, say, wood pole replacement, for all the utilities, the labour costs are -- 60 percent of the costs are labour and 40 percent are non-labour.  Correct?

MR. CUMMINGS:  I am more than assuming in the fact that the 60/40 split reflects, again, a wide band of the industry in terms of -- you know, in terms of getting those splits.

And again, I keep reminding us we're talking about directional accuracy here, not precision.  But that in general as you look across hundreds of utilities we have, you know, we have worked with over 30 years and in all of the consortias that we run, these are the splits that we assume.  And that was, therefore, applied to this study.

MR. RUBENSTEIN:  But you recognize different utilities are going to have --


MR. CUMMINGS:  They're going to be off by magnitudes.  I recently did a study with a utility and we routinely will check this, not all the time, and we did, and we're off by 2 or 3 percent here give or take on these numbers, but overall, because we always want to -- over time want to back-check those assumptions.

MR. RUBENSTEIN:  Did you look at Toronto Hydro specifically?

MR. CUMMINGS:  No.  No, I didn't.

MR. RUBENSTEIN:  Didn't have access to that data?  All right.

Now, phase three, it's a bit more complicated.  What you did is you made a number of adjustments to the unit cost to reflect external factors or business conditions or other -- whatever other type of language you would like to use, you made those normalizations, correct?

MR. CUMMINGS:  That's correct.

MR. RUBENSTEIN:  If we go to page 30 -- let me make sure I am on the first page before I say anything.

If we can go to page 32 of the compendium, page 31 of your report.  So you make a number of adjustments based on population density, underground utility congestion, external factors, where there is another list of some other variables, weather and climate and vegetation, correct?

MR. CUMMINGS:  That's correct, sir.

MR. RUBENSTEIN:  And you applied, not all of them, to each of the different assets.  I think underground you are not applying --


MR. CUMMINGS:  Vegetation.

MR. RUBENSTEIN:  -- vegetation, the overhead you are not applying, I guess, underground utility congestion?

MR. CUMMINGS:  That's correct.

MR. RUBENSTEIN:  And you are weighting them all equally, correct?

MR. CUMMINGS:  That's correct.

MR. RUBENSTEIN:  And so for you the density of the population in the service territory would have the -- has the same effect ultimately than if it is a very harsh climate?

MR. CUMMINGS:  Yes.  Yes, that's what we assumed here.

MR. RUBENSTEIN:  So what you are doing here in these adjustments, unlike the previous adjustment we were talking about is you're taking qualitative factors and you are turning them into a quantitative adjustment, correct?

MR. CUMMINGS:  Yes.  Well, some of them are quantitative.  But -- and some of them -- and it's not -- it's not subjective when you look at a weather map and see where the harsh areas are when you look at vegetation and you see where the heavy vegetation is and so on.

And then we're applying a scale -- we don't want any one of these factors to drive the whole program.  So we create a band of where we go plus or minus 20 percent, which is the -- which why is why we picked four, five, six.

MR. RUBENSTEIN:  But what you are doing is you're taking for population density, you are taking -- you are putting them in a -- three buckets:  High, medium, and low, correct?

MR. CUMMINGS:  That's correct.

MR. RUBENSTEIN:  And say for the external factors you have a list of a bunch of factors and you are putting those into either high, medium, or low, correct?

MR. CUMMINGS:  Based on how many factors that impact on them, yes.

MR. RUBENSTEIN:  But with the factors -- but it is a number of different factors which are qualitative, and you are turning them into a quantitative adjustment.

MR. CUMMINGS:  We may be missing with semantics, but I don't see it as qualitative, in that they're very specific statements, and say, does this apply to you.  That is a yes/no.

MR. RUBENSTEIN:  But unlike regional costs, where you are taking actual numbers and then they're scaled, essentially --


MR. CUMMINGS:  Fair enough.

MR. RUBENSTEIN:  -- to Toronto Hydro, that doesn't exist here.

MR. CUMMINGS:  Yes.  Because you can't put numbers to those.  You can only say that they exist.

MR. RUBENSTEIN:  I recognize that.  I just want to understand the different parts of your study.

And what we see then, if we go to page 7 -- sorry, page 33, Table C-7, page 33 of the compendium, 33 of your report, Table C-7.

MR. CUMMINGS:  Yes, sir.

MR. RUBENSTEIN:  So here we see essentially the results of that.  And what you are saying, for example, is you give Toronto Hydro, say, a score on population density of "6", because it has one of the higher population densities.  And in your view a higher population density makes -- means it is more likely that the unit costs would be higher?

MR. CUMMINGS:  That's correct.

MR. RUBENSTEIN:  Because I think you talk about in the report you think people -- there would be distractions, it would be harder to work.

MR. CUMMINGS:  Accessibility, things along those lines.  It connotes more traffic.

MR. RUBENSTEIN:  And what you are then saying for weather, you put it in a -- you give the medium score, Toronto Hydro, so it's not harsh and it's not light, correct?

MR. CUMMINGS:  That's correct.

MR. RUBENSTEIN:  And then so what you then do is you add up the scores, because you give them high, a six, a five a medium, a four, and you get a score, I guess the maximum one you can get for, say, overhead is 24, correct?  And then you make an adjustment relative to Toronto Hydro?  For the others?

MR. CUMMINGS:  Yes, sir.

MR. RUBENSTEIN:  So what I see is, for example, if we look at population density, Toronto has a six and a utility has a four.  All things being equal, they would have -- the differential in the overhead head score would be two.  Correct?

MR. CUMMINGS:  You mean the mathematical differential between six and four?

MR. RUBENSTEIN:  Yes.

MR. CUMMINGS:  Yes, sir.

MR. RUBENSTEIN:  And what that results in is an adjustment of 9 percent to the score.  We can see that in any of the ones where there is a sort of 22 for Toronto Hydro.

MR. CUMMINGS:  That's correct.

MR. RUBENSTEIN:  And above 20.

MR. CUMMINGS:  That's correct.

MR. RUBENSTEIN:  So for example, the difference between low population density and say high population density, in your view would result in an adjustment of 9 percent?

MR. CUMMINGS:  That's correct.

MR. RUBENSTEIN:  And do you have any empirical -- have you looked at that to determine that, the expectation is in a low -- in a high population service territory versus low population service territory, the costs to do a wood pole would be 9 percent higher?

MR. CUMMINGS:  That's correct.

MR. RUBENSTEIN:  Do you have any empirical --


MR. CUMMINGS:  Oh, sorry, do I have empirical information?  No, I don't.  There was another dynamic in place here, is that we didn't want to inflate the performance by giving too much credit, if you will, to what the population density was.  So we put a dampener on the impact of these things.

So it's very likely that it is more than 9 percent, but we didn't want to, you know -- you have got to create numbers that became unbelievable through the normalization process, and again, this is -- this is an approach that we have used successfully to get differentiation, but not have it be so dramatic that these items begin to, if you will, dwarf the actual performance of work.

MR. RUBENSTEIN:  You may have used it in the past.

MR. CUMMINGS:  No, no, no.

MR. RUBENSTEIN:  I am trying to understand.  It seems to me -- 9 percent seems very high to me, and I am just trying to understand what is the basis of us looking at 9 percent and saying that is a reasonable thing, that a utility that is in a high population versus a low population service territory, their unit costs should be about 9 percent higher based on that.  What is the basis of that?  Is it just experience or is it based on a numerical analysis that you have done to draw that link?

MR. CUMMINGS:  It is based on a numerical analysis and -- well, no, I'm sorry, let me restate.

It is based on an approach that when we then have the opportunity -- in this engagement we did not go any further than to do the unit cost.

We oftentimes go into trying to understand root causes, what can be done to improve, and so on.  A when we start getting into the details, we find that our overall numbers adjusted are correct, that they did put the utility in the right place, and therefore our recommendations are correct.

So it is validated by the end product, not by any one item in the normalization process.

MR. RUBENSTEIN:  How do you validate that?

MR. CUMMINGS:  How do you validate?

MR. RUBENSTEIN:  Are you going to the utilities and then doing ...

MR. CUMMINGS:  Typically, what will happen is when you see an anomaly and you start to dig in, you start to understand that there's some basic practices that are being done differently, that if they corrected those practices, then those numbers would fall more in line.

So it is more through the process of looking at ways to be able to improve the unit costs that the initial positioning of the utility becomes validated through the overall process that we take.

MR. RUBENSTEIN:  So for example, underground utility congestion for the underground asset, you have Toronto Hydro as a 6.  And you're saying the difference between a utility with high congestion versus low underground congestion is also -- it is a 9 percent difference?  Correct?

MR. CUMMINGS:  I am looking at the underground adjustment.  Could you direct me, in terms of --


MR. RUBENSTEIN:  I am just saying -- I am not looking at any two utilities specifically.  You have given Toronto -- it's the same, there is four assets.  There is four different adjusters in the underground category.  They're between six and four is the two again that we talked about.

So the difference between a high and a low, like it was for population density, is worth 9 percent.  Same thing you were giving me for population density would be true for utility congestion, for external factors, for weather, climate and vegetation.

MR. CUMMINGS:  Yes.  I am not sure where you get the 9 percent.  I am looking at a table where the differences range all the way up to 17 percent or 22 percent.

MR. RUBENSTEIN:  I'm just looking at the -- all being equal, if you are adjusting just -- you have Toronto Hydro utility congestion being a six.

MR. CUMMINGS:  Hmm-hmm.

MR. RUBENSTEIN:  If Toronto Hydro, there was a mirror image of Toronto Hydro and it had instead of high underground congestion, it had low underground congestion, you're saying its costs would be 9 percent lower?  It is the same calculation we just did with population density.

MR. CUMMINGS:  I would have to defer on that, because it is hard for my mind to look at the overall and be able to just make that statement.

MR. RUBENSTEIN:  Sorry, I thought we went through that.  The difference between -- all things being equal, the difference between two numbers on the overhead and underground where there is four factors each, is worth 9 percent.

MR. CUMMINGS:  I am just not sure where you're getting the 9 percent.  I apologize for being slow here.

MR. RUBENSTEIN:  No, no, it is totally fine.  If we look at Toronto Hydro and Southern California Edison.

MR. CUMMINGS:  Okay.

MR. RUBENSTEIN:  Right.  Overhead adjustment there is 22 to 20.  So there is a change of two.  You see there is an adjustment of 1.09 for Southern California Edison.  That is where I get the 9 percent.

MR. CUMMINGS:  That's correct, okay.

MR. RUBENSTEIN:  So instead of that -- that's a difference of two scores across.

MR. CUMMINGS:  Correct.

MR. RUBENSTEIN:  So if we were talking about a utility like -- if we were imagining a utility that was like Toronto Hydro, and the only difference was instead of, say, for under ground utility congestion, instead of a six it was a four, then the difference would as well be 9 percent.

MR. CUMMINGS:  Well, the underground adjustment score, tough, wouldn't be 20.  It would be 13 percent.  That is why I'm having trouble tracking with you, sir.

MR. RUBENSTEIN:  So actually the adjustment would be bigger than a six and four?

MR. CUMMINGS:  Correct.  Under that hypothetical, which I'm not ...

MR. RUBENSTEIN:  Throughout all of these, whatever the permutations are and the adjustments, I take it you have actually not done the -- there's no empirical analysis you have done behind this that says --


MR. CUMMINGS:  There is no empirical -- I'm sorry, I didn't mean to cut you off, sir.  I was going to say there is no empirical analysis that was done on this study.  There's empirical work that has been done to address these factors and come up with an ordinal ranking system that keeps it within a plus or minus 20 percent.

MR. RUBENSTEIN:  Can I ask you now about the assets categories that you used?

MR. CUMMINGS:  Yes, sir.

MR. RUBENSTEIN:  So, as I understand -- maybe the best place to look is simply just go to a clear -- going back to page 8 is probably a good one for this.  Page 8 of the compendium, page 7.

So for a few of the categories' programs, you are actually combining various assets, correct?  So for example you have a pad-mount/underground transformer.  Correct?

MR. CUMMINGS:  Correct.

MR. RUBENSTEIN:  So that would encompass pad-mount transformers, correct?  I also believe submersible transformers and vault transformers, correct?

MR. CUMMINGS:  That's correct.

MR. RUBENSTEIN:  That is three different types of assets, correct?

MR. CUMMINGS:  That's correct.

MR. RUBENSTEIN:  And these cost different amounts of money, correct?

MR. CUMMINGS:  Correct, correct.

MR. RUBENSTEIN:  And those each cost not only the material cost, but the time it takes to install or replace, correct?

MR. CUMMINGS:  Correct.

MR. RUBENSTEIN:  So you would expect, for example, pad-mount because it is actually aboveground to be cheaper than some of the others, correct?

MR. CUMMINGS:  Hmm-hmm, yes, sir.

MR. RUBENSTEIN:  And so how are we comparing against other utilities in that category unless we know that in any given year, the proportion of assets that you have taken the data from is the same proportion as Toronto Hydro?

MR. CUMMINGS:  That's a good question, sir.  The reality is the reason why these were combined is this reflects the level of detail that utilities could report to, which gets to some of my other statements in the study where we said that's why it is very difficult, from an industry perspective right now, to use unit cost to measure productivity.

And so -- and it is also the reason why we continue to emphasize that benchmarking is not precise.  It is directional.

MR. RUBENSTEIN:  So for things like the pad-mount underground transformers and, I believe, breakers, you have three different types there.

MR. CUMMINGS:  That's correct.

MR. RUBENSTEIN:  Network transformers and you have network protectors.  How do we know that those unit costs are reasonable, when we don't know the makeup, to be honest, of the other utility mix in a given year where they provided data?

MR. CUMMINGS:  Again ...

MR. RUBENSTEIN:  It could be very different assets with very different costs.

MR. CUMMINGS:  That's possible.  But again, the other test is just the -- if you look at the breadth, there is no large outlier or small outlier in the numbers.  I mean, there is certainly numbers.  There is always a lower, always a higher.

But the band is reasonable to -- again, the standard that we apply to ourselves is that of directional accuracy to be able to get, if you will, a sense of comparison.

MR. RUBENSTEIN:  Is it fair to say then because of that, we would have -- I know you were talking about directional accuracy.  But you would have less faith in those categories than, say, the categories where there's the monolithic asset or activity?

MR. CUMMINGS:  I wouldn't make that statement categorically, only because what we're talking about is degrees.  These are not -- it is not a digital situation.

And so in terms of the percentage splits, they're not going to be off by orders of magnitude.  It's just we acknowledge that we don't have the specific information for each one of those, if you will, categories within an asset class.

MR. RUBENSTEIN:  But the closer the numbers are between the utilities in any one of the categories, the bigger it may have an effect based on the -- sorry.  The closer the unit costs in any given category, the less accuracy then we would have if you are using different asset categories.

MR. CUMMINGS:  I really cannot make that statement.  I mean, we all would like to have precise numbers down to specific assets, but that's just not available in the industry.  Some of our charts with benchmarking, we have to take the information that we have best and be able to put it together.

Again, I can't even recall a time when I had a surprise when we start digging into the underlying issues that the benchmark reveals to not be able to find a reason why one utility either looks better or worse than the other.

MR. RUBENSTEIN:  Can I ask -- and I apologize, this is not in the compendium -- if we can go to 1B-Staff-9, Appendix L.

MR. CUMMINGS:  I'm sorry, 1B...

MR. RUBENSTEIN:  Staff 9, Appendix L.  It will be brought up on the screen.  I apologize.  It's not in the column, and I'm not sure if you have this page with you.  Or maybe you do.

And so as I understand what this is, this is the table of data that Toronto Hydro provided you for the study.  This is the spreadsheet?

MR. CUMMINGS:  All right.

MR. RUBENSTEIN:  Do you recognize this document?  This is what I understand it is.

MR. CUMMINGS:  Okay.

MR. RUBENSTEIN:  And if we go down to the bottom left-hand corner, Toronto Hydro says:

"General assumption.  Reactive Capital, Worst Performing Feeder, and PILC Spot Replacement (Piece-out and Leakers) are not included out of renewal programs."

I recognize that is not the clearest of wording in what they're trying to say.  But -- so let me put it this way.  Do you know if they included in their unit cost information replacements they did in those years based on what they call reactive instead of planned programs?

MR. CUMMINGS:  I do not.

MR. RUBENSTEIN:  And do we know with the
comparators --

MR. CUMMINGS:  It would probably be more accurate to say I do not recall.  This was two-and-a-half years ago and that is one item I just do not remember.

MR. RUBENSTEIN:  All right.  Well, can I ask you to undertake to let me know --

MR. CUMMINGS:  Yes.

MR. RUBENSTEIN:  -- if it would or would not include that --

MR. CUMMINGS:  Certainly.

MR. RUBENSTEIN:  -- what they consider reactive capital?

MR. CUMMINGS:  Certainly.

MR. MILLAR:  It's J8.10.
UNDERTAKING NO. J8.10:  WITH REFERENCE TO 1B-STAFF-9, APPENDIX L, TO ADVISE WHETHER UNIT COST INFORMATION REPLACEMENTS WERE BASED ON REACTIVE INSTEAD OF PLANNED PROGRAMS.

MR. RUBENSTEIN:  And then I guess the second part of that question is, do you know if the other utilities included what they consider reactive or what is similar to what Toronto Hydro considers reactive capital in their unit costs?  Information.

MR. CUMMINGS:  I would make an assumption that it does, because what we asked for was the replacement of the assets.  We didn't -- you know, we did not specify and ask them to split it out.

MR. RUBENSTEIN:  All right.  And the last question I have is, if we can go to -- it's page 8 of your report, page 9 of the compendium.

MR. CUMMINGS:  Hmm-hmm.

MR. RUBENSTEIN:  And it is about your recommendations in the summary here, or I guess the summary.  One thing you say in the second bullet point:

"Recent changes in the structures used by THESL to collect and maintain capital unit cost information, I -- AAU, opens the door for improving the quality of estimates and in managing the productivity."

Do you see that?

MR. CUMMINGS:  That's correct.

MR. RUBENSTEIN:  I wonder if you could expand on that.  What are you getting at?

MR. CUMMINGS:  Well, they're getting better definition of the actual units that are being installed and therefore it will lend itself more -- if you recall, when I described how they do it, they take the total number.  They divide by the total number of units, the total cost divided by total units, and they remove outliers, which is a standard practice in the industry.

But what this says, with the AAU process that they're going through, they're going to have more detail to be able to come up with a number in a more -- building up from the bottom-up instead of from the top-down.

MR. RUBENSTEIN:  What is the impact of that going forward?  What can we expect?

MR. CUMMINGS:  The impact will be that, you know, I mean, you're asking me to extend beyond the scope of my engagement, but the impact will be the ability to be able to have more visibility to know what true productivity is.

MR. RUBENSTEIN:  So Toronto Hydro could -- I recognize you haven't -- it is outside of your engagement, so you haven't done -- but based on your experience the expectation would be, what, they could reduce the unit costs compared to what otherwise would have been?  I don't mean they would have an absolute reduction, but it would be less than what it would otherwise with this information?

MR. CUMMINGS:  I'm sorry.  I am just having trouble hearing you.

MR. RUBENSTEIN:  Is one of the things the benefit of this is that it would reduce their unit costs as compared to what would be without the -- having this information.  I don't mean absolute reductions --

MR. CUMMINGS:  That is not a statement that I would make.  I would say that they will have more -- more visibility and precision to their unit costs.

MR. RUBENSTEIN:  All right, Panel.  Thank you.  Those are my questions.

MS. ANDERSON:  Thank you.  I apologize for my coughing.

Dr. Higgin, please.
Cross-Examination by Dr. Higgin:

DR. HIGGIN:  Good afternoon, Mr. Cummings.

MR. CUMMINGS:  Good afternoon, sir.

DR. HIGGIN:  Roger Higgin for Energy Probe.  So you will all be glad to hear that I have slashed and burned my questions, because Mark has asked many of them.  So -- but it may be a little disjointed.  I have had to sort of go through and pick and choose, okay?

So I would like to start with, just look at the table of the -- on page 5 of the Executive Summary just to get us a segue into talking about the first topic.

The table is -- and the bullets, okay?  Here we are.  Go to page 5, please.

MR. STERNBERG:  Page 7?

DR. HIGGIN:  Sorry, I am looking at the bullet that says something about the selection of the group in this executive summary.

You explain the first one, what your methodology was.  There we are.  There it is.  Keep going up.  Down a bit.  Down, down, the other way, sorry.  There.  Okay.

Established a peer group.  That's it.

MR. CUMMINGS:  Yes, sir.

DR. HIGGIN:  So we have had a little discussion on that.  So first of all, as a company that is experienced in this area for a long time, do you have a large database of information and also a number of utilities that commonly would work with you in doing these studies?  Do you have those people in your stable, should I say?

MR. CUMMINGS:  Yes, we do have a large database.

DR. HIGGIN:  Okay.  So then how do you decide, first question, which ones to pick for this study?  Do you screen them and then do you have to go back and say, will you participate, please?  And then you have to drop some out because they say no?  So how did you get to the 17, in the initial screening to pick that?

MR. CUMMINGS:  Okay, yes, sir.  Well, what we did is we looked across the industry.  In this case we narrowed that to North America.  And we -- in some cases we know a little bit about the utilities, in some cases we don't.  If we know about the utilities we're going to be keen on those that are -- that have expressed an interest in improving productivity, the obvious reason being that they're more apt to have those type of numbers and, two, we're not interested in doing comparisons against, you know, if you will, the dogs of the industry.  We're interested in doing comparisons with the utilities that are -- that are striving to get better.

DR. HIGGIN:  The stars.

MR. CUMMINGS:  Well, whether they're stars, they want to be stars.  They have aspirations for star -- no.

In this case we look to see which ones have challenges with aging infrastructure, because they're apt to have more replacements, you know, which means that they're -- the sample will be larger.

We looked to make sure there was an underground city network because some of the assets are...

DR. HIGGIN:  So that was the criterion in the selection right upfront --

MR. CUMMINGS:  Right.  Before we ever talked to Toronto Hydro.

DR. HIGGIN:  -- underground is to people that have rural networks?

MR. CUMMINGS:  Right.  Because even the ones that you look at and you say, well, there is a lot of rural, we focused and we asked them to focus on the work being done in the city.  Not -- because a lot of utilities, I'm sure you well know, have divisions or regions or districts, whatever, so we asked them to focus on the districts where they do the work.

So even within a utility that might look like it has a lot more rural than Toronto Hydro, we're getting as close to a comparison --

DR. HIGGIN:  An example would be SaskPower, for example?

MR. CUMMINGS:  Correct.  Yes.  We had them focus on the districts for Regina and Saskatoon, two major cities here.

Looked to make sure there was a good mix of underground and overhead.  Okay.

DR. HIGGIN:  So looking at the criteria that are listed here, you have customer density, vegetation, and weather.  But implicit now in your selection is underground plant.  Is that correct?

MR. CUMMINGS:  Correct, yes.  So what we did is we started and then we said -- and then not trivial in this whole thing are where we feel we have contacts to where we can get the participation.

DR. HIGGIN:  Right.

MR. CUMMINGS:  You know, in the group as well.  And so we came up with a list of 20.

DR. HIGGIN:  Twenty?

MR. CUMMINGS:  Twenty, initially.

DR. HIGGIN:  You dropped three because they said we don't want to do the survey?

MR. CUMMINGS:  That's correct.  And there were a number of other informal enquiries that we made and determined they weren't even interested, so we didn't even put them on the list of twenty, and that was some of the other Canadian utilities.

DR. HIGGIN:  So I am more interested who's included rather than who isn't included.  We will come to that.

MR. CUMMINGS:  Right, okay.

DR. HIGGIN:  So who is included is ENMAX, Canadian, because we know these people a little bit, and also SaskPower.

MR. CUMMINGS:  That's correct.

DR. HIGGIN:  But I am quite puzzled why some of the other out of province -- such as BC Hydro, Fortis, et cetera, are not included.  Is that because they don't want to participate, or you don't have data?  Why aren't they there?

MR. CUMMINGS:  Fair question.  I don't want to talk about specific utilities.

DR. HIGGIN:  No, of course not.

MR. CUMMINGS:  Okay.  But typically, when we reach out for utilities with these types of studies, it depends on their work load as to whether they're willing to participate because there is some effort required.  It depends what else they might have pending.

So at different times, utilities will opt to participate or they will say no, we're going to take a pass this time.  So that is the type of conversation that tends to go on.

DR. HIGGIN:  All right.  So now we are going back; this is two years ago, you said, you did this work.

MR. CUMMINGS:  Yes.

DR. HIGGIN:  You know there's been some recent work done by Power System Engineering where they deal with, very importantly, the congested urban aspect contributing to their total costs.  Are you aware of that?

MR. CUMMINGS:  Yes.  Vaguely at high level, I am aware of it.

DR. HIGGIN:  Well, obviously the corollary we would ask is why didn't you include at least those six Ontario utilities in your sample.  And I think it is déjà vu; you didn't at time know they were going to do it, right.

MR. CUMMINGS:  I didn't know they were going to do it, number one.  But number two, and I mean no disrespect when I say this, the only utility that popped off the page to me when I was looking at Ontario at that time was Alectra.  And they were just, they just -- they just started the merger and our experience is that they're not going to be able to get all of their accounting information together to give us the information we needed.  And we actually validated that.

DR. HIGGIN:  Okay.  I think that is enough on that particular area.  So just can we pull up table B-3.  I have it on page 24 of the report.

You have looked at this briefly, but I have a different question to those of Mr. Rubenstein.  It is definitional.

So table B-3.  This looks at correctly the population density of the selected sample, and you have done some calculations.  So the question is why is that a good variable to benchmark on, as opposed to customers or connections, for example, which are often used.

MR. CUMMINGS:  Fair.  It's because the population density speaks to accessibility when you are doing work, whereas the sheer size or number of customers doesn't -- I mean, if we were looking at -- if we were benchmarking new connections and disconnects, then that might be -- that would be the place to go.

But when you are talking about doing bulk work or doing replacement work and so on, it is our view that the density is going to have a bigger impact than the number of customers.

DR. HIGGIN:  So your experience says customers and connections are not a good benchmark variable to use?  That's your experience?  That's okay.

MR. CUMMINGS:  No.  I guess I am -- the number of customers is not.

DR. HIGGIN:  Okay.

MR. CUMMINGS:  I was just using as an example, if one of the actions being benchmarked was customer connections, then number of customers would be relevant.

DR. HIGGIN:  I get it.  Okay.  Thank you very much for clarifying why, behind that variable.

Now, I think the next area I would like to talk about is -- I am trying to avoid areas that Mr. Rubenstein has already covered.

MR. CUMMINGS:  Thank you, sir.

DR. HIGGIN:  Oh, you just mentioned one thing.  What, if you know, system reliability as an index that is used by utilities in the States and here.

So would SAIDI -- that's the distribution --


MR. CUMMINGS:  Yes, sir.

DR. HIGGIN:  SAIDI.  Would that be better generally in a dense urban area because the trucks can get there and fix things, and the outages are reduced?  Have you any experience on that?

MR. CUMMINGS:  I have a lot of experience with reliability.  I have other experience, other than doing benchmarking.

DR. HIGGIN:  I am trying to relate it to the urban.

MR. CUMMINGS:  I would not relate SAIDI as a factor in a --


DR. HIGGIN:  Okay.  It is not an outcome then o being in a dense area where you can get actually easy access to the assets?

MR. CUMMINGS:  It is our view that the population density captures that.

DR. HIGGIN:  Okay.

MR. CUMMINGS:  And so I wouldn't consider using SAIDI.

DR. HIGGIN:  Can we just look on page 25 and under again population density.  We have talked about this variable.

Is it important to know how that population is distributed?  For example, Toronto has a massive number of condominiums, which have a different profile, in terms of servicing and so on.

So is it important to know whether or not -- how that population is distributed?  And have you made an adjustment for that in your analysis?

MR. CUMMINGS:  I am not going to opine on whether it is important.  I will say that we did not do that, because again, as we're looking across North America, if you can understand the task of what we're doing here, again I hate to keep saying it, but we're looking for directional accuracy here.  So we use population density.

Typically, if there is a high population density it is not a surprise to me, when I look at Toronto's population density, that they would have a lot of condominiums.

DR. HIGGIN:  All right.

MR. CUMMINGS:  It was probably implicit in the numbers.

DR. HIGGIN:  I just wanted to enquire whether that may be an adjustment that maybe next time could be done.

So what I would now like to briefly go on to is talking a bit about vegetation management, and specifically about that and, if you like, the positioning of Toronto Hydro.

When you looked at that, you used your own sample and analysis.  Did you compare to some recent, very important recent vegetation management unit cost studies that have been done in Ontario?  Did you look at any of them and compare them?

MR. CUMMINGS:  No, I didn't.

DR. HIGGIN:  So you are familiar with CNUC?  They're from California that do this work.

MR. CUMMINGS:  That's correct.

DR. HIGGIN:  Are you familiar, subject to check, they did a study for Hydro One which was filed in the EB-2017-0049.  So the CNC.

What I am trying to understand is how I can compare Toronto to the median of the peer group in their study.  That is my issue.  And I guess you have never looked at whether -- how you compare, for example, on VM costs to that study?

MR. CUMMINGS:  Well, not knowing the study, it would be very difficult for me to, you know, respond -- it would be impossible for me to respond to that.

DR. HIGGIN:  I don't know whether you would care to take a look at that, or if that is too much to ask.

But I am trying to position Toronto relative to that study and the peer group in there relative to Hydro One, which is another utility regulated by the Board.

I am fine with it.  I can do the comparison, put a little bit in argument if you want.  If you are not interested.

MS. ANDERSON:  I think so.  I think asking the consultant to undertake additional work might be beyond the scope.

DR. HIGGIN:  Okay.

MS. ANDERSON:  Thank you.

DR. HIGGIN:  So can I just go back now and look at our Interrogatory, which is basically 1B-EP-3?

Before we go there, can you look at the table that is referenced in the beginning of that, which is table 4-1.  There we are -- no, keep going.

There we are.  So perhaps you could help us understand this table and then my argument.

MR. CUMMINGS:  Yes, sir.

DR. HIGGIN:  So first of all, tell us, these are the asset categories, and then across there we see the median, the median one and the median two.  Perhaps you could just put that relative to your normalization exercises.

MR. CUMMINGS:  Yes, sir.  If you recall, we talked about the three phases.

DR. HIGGIN:  Yes.

MR. CUMMINGS:  So the median would be that first step in the process.

DR. HIGGIN:  Right.

MR. CUMMINGS:  So -- and then the --


DR. HIGGIN:  Unadjusted raw median?

MR. CUMMINGS:  It wasn't -- you know, allow me to pause for a minute to make sure -- I don't want to inadvertently misstate here.

No.  The median is the metric impact, as well as the conversion to dollars.  So if you call that raw --


DR. HIGGIN:  So that's the first stage that Mr. Rubenstein talked about.

MR. CUMMINGS:  That's correct.

DR. HIGGIN:  Okay.

MR. CUMMINGS:  And then the median one are the intermediary steps except for the external factors.

DR. HIGGIN:  Okay.

MR. CUMMINGS:  Then the median three is including the external factors.

DR. HIGGIN:  And all of the external.

MR. CUMMINGS:  And what I -- and again, typically I don't do this.  Typically we just say, here's the answer.  We don't normally say, here's where we are in phase I, here -- but because of the nature of this hearing or this action, we thought it was appropriate to show the transparency as we went from phase to phase.

DR. HIGGIN:  So which one would you normally present in --


MR. CUMMINGS:  Median two.

DR. HIGGIN:  Median two is the one --


MR. CUMMINGS:  Because it is fully normalized.

DR. HIGGIN:  Right.

MR. CUMMINGS:  Okay?  But we felt that it was appropriate to, you know, provide the visibility, because we understand, though we don't agree, we do understand, if you will, the healthy scepticism around normalization, okay?

DR. HIGGIN:  No.

MR. CUMMINGS:  I said healthy.

DR. HIGGIN:  You are being -- underestimating yourself.

MR. CUMMINGS:  Okay.  So we went through.  So if you look at the yellow, that basically implies that it was third quartile.  The red is fourth quartile.

DR. HIGGIN:  So then can we go to my interrogatory.  Can we pull that up, and specifically Table 1 on page 2 of that interrogatory.  When you have that we will have a couple of discussions.

MR. CUMMINGS:  Sure.

DR. HIGGIN:  First of all, I presume you prepared this response.  Not Toronto Hydro?

MR. CUMMINGS:  That's correct.

DR. HIGGIN:  So what I am having a problem with is -- I only do Statistics 101, so, you know, Statistics 101.  But then I look at two categories specifically, it could be three.  Let's just take two:  Pole-top transformers and vegetation management.

Now, in -- let's go with my favourite, vegetation management.  Now, this seems to suggest that 13 of the utilities were outside a plus to 10 percent of the median.  Now, that is a big difference in statistical terms, right?

MR. CUMMINGS:  Right.  I was challenged in responding to this.  I understood what you were getting at, but I was challenged, because when you are dealing with a level that is not precise, I am not sure what the plus or minus 10 percent means, because the idea is, you know -- and perhaps to paint a picture of it, when we say directionally accurate it means that if you are lower than the other utility then you are lower than the other utility.  But I don't necessarily connote if you are 10 percent lower, 8 percent lower that that has as much meaning, okay?  So I have a...

DR. HIGGIN:  Okay.  So -- but let's look at it from a straightforward chart point of view where you put dots on for all of the 17 utilities, right?  And then how do you -- now for vegetation management only, how do you compute the median?  Because the spread is quite big.  Right?

MR. CUMMINGS:  Well, the median is how you compute the median in any situation.

DR. HIGGIN:  It's a statistical number.

MR. CUMMINGS:  It's a statistical number, correct.

DR. HIGGIN:  So then quite a lot of those were outside of the median on the other side, plus or minus, right, a lot.  So in other words, they weren't grouped together.  They were spread out quite a bit.

MR. CUMMINGS:  It was not a tight grouping.

DR. HIGGIN:  It was not a tight grouping.

So does that produce statistical T tests and all of those things, does that affect the T statistic for the median?  Is it a good median or is it a high T statistic?

MR. CUMMINGS:  I don't have the qualifications to be able to comment on that.  I vaguely recall from my school days what you are talking about.

DR. HIGGIN:  But I would assume that as a company when you produce a median you do it through some statistical tests, for example, and one of them is a T statistic.

So did you have the T statistics related to, in this case, median one?  Do you have those T --


MR. CUMMINGS:  No, I do not have T statistics.  We used the median to determine the delineation between second and third quartile.

DR. HIGGIN:  Okay.  So you are doing what I will call a very broadband approach into three -- four quartiles, and then that is how -- that informed your results?  Is that what I am saying?

MR. CUMMINGS:  Yeah, I am not sure I agree with the implication of the statement, but, yes, we used the median so we can determine when you have those utilities that are in the middle where you draw the line.

DR. HIGGIN:  Yes, okay.

Thank you, Madam Chair, those are my questions.  Thank you very much.

MR. CUMMINGS:  Thank you, sir.

MS. ANDERSON:  Thank you.  I think we will take the afternoon break now.  Just, we are running a bit behind, so I was hoping we could keep it to 15 minutes.  Thank you.
--- Recess taken at 3:06 p.m.
--- On resuming at 3:23 p.m.

MS. ANDERSON:  Please be seated.  Okay, Mr. Brett, I think you are up.
Cross-Examination by Mr. Brett:


MR. BRETT:  Thank you, Madam Chair, Panel.

Mr. Cummings, my understanding is that in your report, you deal with two separate issues.  The first of these is sort of the state of play in the industry of the methodologies for assessing unit costs, and how Toronto Hydro's methodology fits into that.

And then the second issue is an actual benchmarking of the Toronto Hydro's unit costs in these 11 specific areas to your sample, your peer group.  Is that right?

MR. CUMMINGS:  Yes, sir.

MR. BRETT:  On the first topic, the topic of the -- for want of a better word, the maturity and precision of the industry's methodologies for assessing unit costs, I would like you to turn up what I have as page 15 of the report.

I made my paging, for some reason, maybe a bit different than the rest of you, but it is under section IV, summary of results.

Just scroll down a bit more.  I want you to look at that first bullet under the heading "assessment of THESL's unit cost methodology."  You say there:
"Past applications of unit costs have not necessarily been part of a performance management improvement process, but rather used to provide order of magnitude estimates with no feedback loop and/or support some form of financing reporting ..."


You go on to say:
"Further, current data collection processes for cost are heavily biased towards supporting basic finance and accounting functions, and are generally not conducive to providing the necessary granularity from an operations perspective to manage costs at the project or program level."

Then you note in passing that
"the results of the Peer Group Panel Survey validated this point, as only half of the respondents were able to differentiate among the different types of underground cable and breakers, or separate underground network transformers from network protectors.  Some utilities even encountered challenges in integrating units installed with dollars spent."

So is it fair to say that the use of unit cost analysis as a performance measurement tool in rate cases is still at a fairly immature stage?

MR. CUMMINGS:  Across the industry?

MR. BRETT:  Across the industry.

MR. CUMMINGS:  Yes, I would say that it is immature from the perspective of being able to isolate strictly on productivity without a lot of caveats.

MR. BRETT:  Right.  And then over on the next page, 16, you say:  "In assessing," this is at the top of page 16, the first line there, the first sentence:
"In assessing THESL's approach to unit costing, it is our view that THESL is in line with the industry..."

And you have another statement further on to, I think, a similar effect.

So what you are saying -- I understand you to be saying that in terms of developing methodologies for assessing unit costs, THESL is about where the industry is.  In other words, it's in line with the industry, meaning it is at about the same level of -- I am speaking about unit costs from a point of view of measuring productivity and performance.

So if THESL's is in line with the industry, it is a way of saying that it is about the same place the industry as a whole is.  Is that fair?

MR. CUMMINGS:  That's a fair statement, with one additional statement which is -- which I have not found in many utilities, which is they have initiatives in place to address that.

MR. BRETT:  You're talking about, for example, that AAU initiative that you talked about?

MR. CUMMINGS:  That's correct, that's correct.

MR. BRETT:  And further on this point about methodologies, are you aware personally of any situation where a regulator has, in a rates case -- either here or the US -- has relied materially on the unit cost analysis for performance purposes in looking at the productivity of a particular utility, of that utility?

MR. CUMMINGS:  Allow me to pause for a minute.  I am thinking.

MR. BRETT:  I'm sorry?

MR. CUMMINGS:  I said I'm thinking.  Allow me just to...

MR. BRETT:  I have a bit of a hearing issue.  You speak loudly, thank you, which is good for me.

MR. CUMMINGS:  Me, too.  So we can scream at each other.

[Laughter]

MR. CUMMINGS:  I'm sorry, could you rephrase the question again, or restate it?  You don't need to rephrase it; just restate it.

MR. BRETT:  The question sort of flows from the previous -- our previous discussion about the maturity of the art and science of using unit cost analysis as a measure of productivity.

It really is -- are you aware of any regulator in making a decision in a rates case, either in Canada or in the United States, that has relied in a material way on the unit cost, on a unit cost benchmarking to assess the -- in considering the productivity of the utility organization which is seeking the rate increase?

MR. CUMMINGS:  Yes.  I am aware that there is a lot of discussion around it.  I am not aware of a specific rate case where it was a driver, and I would also say that I view Ontario as being ahead of the pack, in terms of looking at unit cost as a measure.

I aware there is other initiatives going on in the province and I think that -- I am not going to say it is not going on anywhere else, but it is the most comprehensive approach I have seen.

MR. BRETT:  Okay.  Now, moving over to the benchmarking part of your report, which is the bulk of your report, I guess -- is it fair to say that the starting point for your analysis is the unit cost data that you were given by Toronto Hydro?

MR. CUMMINGS:  You mean like did we receive Toronto Hydro's first?

MR. BRETT:  Yes, or did you receive it either first or in response to the -- was Toronto Hydro one of the companies that you surveyed in your survey?

MR. CUMMINGS:  You'll have to allow me to recall here, you know, in terms of the exact sequence of events.

We did test the survey with Toronto Hydro.  If I recall, their numbers came in in the process.

MR. BRETT:  Yes.

MR. CUMMINGS:  Okay?

MR. BRETT:  I guess what I am trying to get at is, they gave you some numbers, and I think there was an IR put on the screen a little while ago that discussed some document that you received from them that appeared to have unit cost material on it, and you were asked about it.

What I am interested this is, when you got these numbers from Toronto Hydro, were you able to -- were you able -- in your conversations with them, were you able to verify those numbers in any sense, and in what sense were you able to verify them?

In other words, how do you know that they were essentially valid numbers?

MR. CUMMINGS:  The way we...


MR. BRETT:  Accurate numbers.

MR. CUMMINGS:  Understood, understood.  We did not go through -- I mean, if what you are implying is we did not go through all their financial records to determine whether we had the right numbers, we did spend time with them validating that they used the process that they described to us.

MR. BRETT:  Okay.  And you would agree with me that the validity of your exercise is of course dependent on the validity and integrity of the numbers that you received from Toronto Hydro?

MR. CUMMINGS:  Yes.

MR. BRETT:  And were those numbers -- are you aware, were any of those numbers part of a Toronto Hydro presentation in a rate case or in part of their annual reporting to the Board, anything of that nature?  Or was it your -- were they simply their -- the numbers that they compiled for purposes of this exercise, but numbers that hadn't been used otherwise?

MR. CUMMINGS:  I recall getting numbers that they had submitted previously that were done in a very quick fashion with all the caveats pertaining to accuracy and so on.  And they were way -- and I think, you know, they were in our working papers.  I mean, we actually had them in there.  And we just used that just as a -- just as a source of information.

But the reality is, is the numbers -- I think as far as I know -- and I don't know what I don't know here -- as far as I know, this was the first time they had gone through this type of exercise, but...

MR. BRETT:  Right, yeah, okay.

Now, I noticed in your -- I want to move into the, talk for a minute or two about the -- about your group, your peer group.  I know other examiners have discussed this topic.

But you have these 17 utilities.  Why is Lansing in that group?  Lansing is a utility -- as I recall, is a city -- it is not a very large city.

MR. CUMMINGS:  About 100,000.

MR. BRETT:  -- about 100,000 customers.

MR. CUMMINGS:  Right.

MR. BRETT:  It is much smaller than many Ontario cities that are not in the group, various utilities that are not in the group.  How did Lansing get into this group?

MR. CUMMINGS:  Lansing got in, one, because I know that they're putting a big drive on to improve productivity.  Number two, actually their customer density is on the higher end.  Not as high as Toronto Hydro's, but on the on the higher end.  They have a city network.  They have underground, overhead -- they're not the same as Toronto Hydro, but they're unique from a municipality perspective because they have generation, they have transmission and distribution.  So they're a complex utility.

MR. BRETT:  Right.

MR. CUMMINGS:  And they have similar weather.  They have similar -- as I say, those are the reasons -- and they are a significant city in the state of Michigan.

MR. BRETT:  Yes.  Is it fair to say that -- and you touched on this, I think, with Mr. Rubenstein.  But is it fair to say that the main driver of these 17 is that they are either clients of your company or members of one of your learning consortia, people that you know well enough have some relationships with and are able to get information out of?  Is that the status of most of them?

MR. CUMMINGS:  No.  Let me go through the list and answer your question...

MR. BRETT:  Just let me get the list here, if I may.

MR. CUMMINGS:  Okay.

MR. BRETT:  Yeah, okay.

MR. CUMMINGS:  Just a second.  If I recall, six of the utilities are in learning consortias, one of which is involved in a consortia that actually looks at unit cost.

MR. BRETT:  Okay.

MR. CUMMINGS:  Okay?  In terms of -- of course --


MR. BRETT:  You think six of the 17, your first blush --


MR. CUMMINGS:  That are in consortias with us, but they're not all in consortias that have anything to do with productivity or unit costs, okay?

MR. BRETT:  Okay.  Right.

MR. CUMMINGS:  So that's the first cut.

MR. BRETT:  Okay.

MR. CUMMINGS:  In terms of clients that we don't currently have -- now, we have done work with -- I mean, we have done work with hundreds of utilities over our history, right?

MR. BRETT:  Right.

MR. CUMMINGS:  But I think in terms of what are our real active clients, is that fair?

MR. BRETT:  Yes.

MR. CUMMINGS:  Okay.  So I am looking at one, two, three, four, five, I'd say seven of the utilities we do not have -- we have not had current engagements with for at least, it would be safe to say eight years.

MR. BRETT:  Okay.  So they have not -- seven are not current clients.

MR. CUMMINGS:  No.  And then the balance are, we have ongoing work --


MR. BRETT:  The balance are probably our current clients.  Is that the corollary?

MR. CUMMINGS:  That's correct.

MR. BRETT:  Now, you have some clients in here like SaskPower and Pacific Gas and Electric -- I thought you had Pacific Gas.

MR. CUMMINGS:  Yes.

MR. BRETT:  Pacific Gas -- well, both of those clients have vast areas, vast franchise areas, as well as Southern California Edison and Ameren.  They're not in any sense simply city utilities.  They're really state utilities or at least large portions of states.

Now, you -- I was going to ask you, why are you in that?  Why are they in there?  In the sense that, I mean, you're talking about utilities with at tens of thousands of square miles of franchise areas and all kinds of -- you know, all sorts of mountain ranges and flood risks and all of that.

Now, you did mention, I think, in response to one of the questions, that you were able to go to -- I don't want to answer the question for you, but you did say that you were able to go to some of these utilities.

And I will take Pacific Gas & Electric as an example.  So I am assuming you were able to go to them and say, I want you to give me the data -- or were you able to go to them and say, I want you to give me the data for the Bay area, you know, down to Palo Alto or wherever, and maybe a few other, but I don't want the data for the entire franchise.  I mean, how did you -- how did you make the choice of those large-scale utilities to this, because they have all sorts of cost drivers that Toronto would not have, such as great distances among customers.

MR. CUMMINGS:  Right.  But even utilities that have great distances have regional offices or districts or, you know, they call them different aspects.

MR. BRETT:  Right.

MR. CUMMINGS:  To where they essentially have operation centres.  But, yes, we did go to -- the utilities you mentioned, I won't say that we, however their regional structure could closely coincide to the City of San Francisco --


MR. BRETT:  Right.

MR. CUMMINGS:  -- or to the cities of Regina and Saskatoon --


MR. BRETT:  You really were looking for or getting -- or you wanted to get the data on San Francisco, as opposed to the data on PG&E?

MR. CUMMINGS:  Correct, correct.

MR. BRETT:  Okay.  Let me move on from that.  I am just sort of mentally taking out some of this stuff as I go along here.

Now, then getting to the sort of meat of your -- or your study, I would like to start with, by looking at -- there is a table.  Let me just get the proper table here.

Okay.  I'm sorry.  It is page 17.  It is Table 4-1, THESL and peer group panel comparisons.

MR. CUMMINGS:  Yes, sir.

MR. BRETT:  And I just wanted to ask a couple of questions on this.  Is it fair to say that this table, particularly -- well, this table is, when it establishes -- compares THESL's performance to the median, median one and median two -- and I don't need to go into the details of those particularly, you discussed that, but it is really sort of a roll-up to an aggregate -- it's a roll up of the tables  C8, C9 and C10 at pages 32 and 33.  Those were tables that show the raw comparison, CNCA, the pre-analysis adjustments which are the regional cost adjustments and accounting practices, and then the full scale normalization.  So a lot of the information in those three tables is captured in this table 4-1, is it?

MR. CUMMINGS:  That's correct.

MR. BRETT:  In table 4-1, if we look at just the median itself before the two adjustment factors, what I see here is that THESL is very -- in most cases here, is very, very close to the median.  Whether it is a little over or a little under, it is very close.

MR. CUMMINGS:  Okay.

MR. BRETT:  Is that a fair generalization?

MR. CUMMINGS:  Yes, sir.

MR. BRETT:  If you look, for example, network transformer protector, it's 88,843 and the median is 89,254.

And the next one, breaker replacement, THESL is 85,242 and the median is 85,228, and so on.

Now, there are a couple where it is well under, and there are one or two where it is over.  It is over the straight median and the wood pole replacement and -- I can't actually see the stuff that is coloured red, but it is over fairly significantly with respect to pole-top transformers, right?  But for the rest it is pretty close?

MR. CUMMINGS:  That's correct.

MR. BRETT:  Now, when you go and compare it with median 1, which is the adjustment for local wages and regional wages and accounting changes, and I won't go into -- accounting changes would have to do, I assume, in significant part with the degree to which there is capitalization of labour costs?

MR. CUMMINGS:  It has nothing to do with capitalization.  It has to do with the elements that are put into the unit cost data.

MR. BRETT:  I see.  In other words, the actual physical expenditures that are included?

MR. CUMMINGS:  Well, just the factors, yeah, the elements that are in the unit cost calculation.

MR. BRETT:  All right.  So it is to normalize for that, is that the idea?  That if one of these utilities has a cost that Toronto Hydro does not have, then you have to take out -- you have to normalize it to include the item that is in Toronto Hydro's cost, but wasn't in the other utility's cost?

MR. CUMMINGS:  That's correct.

MR. BRETT:  Okay.  Now, first of all, I notice that all of these -- looking at this table, when you make these adjustments, they all go in the same direction pretty much. They all get larger.

Median 1 is typically larger than the median, and median 2 can be quite a bit larger.

MR. CUMMINGS:  Yes.  I did notice and my apologies that on median 1, for the network transformer, it actually goes down.  I should have shaded that yellow.

MR. BRETT:  Yes, okay, I see.  You have some that go down.  But then at the end of the day on the Median 2, they're up.  They're all up.

And in some cases, up quite a bit.  I mean if we hook at the most -- the obvious example here, breaker replacement.  If you were looking at the median, just from the data before your adjustments, it is just about identical.  But by the time you get to median 2, which are your five -- what you call difficulty factors factored
in --


MR. CUMMINGS:  Yes, sir.

MR. BRETT:  -- as well as your change in regional salaries and your accounting for items in or out, you know, you are going up there by -- you are going up there by 10 percent, roughly.

MR. CUMMINGS:  Well, median 1 does include the change in regional salaries.

MR. BRETT:  Median 1 does include the change in salaries, does it?

MR. CUMMINGS:  That's correct.

MR. BRETT:  I am talking about median 2.  Sorry, I am comparing the median with median 2 for breaker replacement and that goes from 85 up to 92.  So that is about a 10 percent increase, roughly.

MR. CUMMINGS:  Hmm-hmm.

MR. BRETT:  Roughly.  And so you were mentioning -- I mean, that is a substantial increase.  It may not be, in the overall scheme of things, an overwhelming number of dollars.  But you know, if you're making the case -- if you are trying to make the case that this particular utility TH is more productive than the peer group, 10 percent is a large number.

I understand -- maybe I can -- I didn't put that question very well.

I think when you were talking with Mr. Rubenstein, you kept referring to, I think, and fairly -- I'm not suggesting you're not accurate -- you were saying we're trying to give directional advice here.  We're not trying to put numbers on it.  And directional advice is fine.  I mean, directional advice allows you to say, you know, these fellows are moving in the right direction, but it doesn't -- but you are getting down to -- but that's all it really says, right?

You are not really saying to us that you have -- I think the way you put it was you didn't have the background data to support an actual number of 10 percent.  But you said that is not the point.  The point is that in directional terms, it's lower.

MR. CUMMINGS:  In directional terms, it's lower.  But my take away for the change between the two medians is that Toronto Hydro's -- the difficulty factors are more pronounced than in some of the other utilities.

MR. BRETT:  Well, but you haven't done -- that's fair enough.  That can be your take away.  But you haven't sort of quantified that margin.

MR. CUMMINGS:  Well, per our previous conversation you know, you're right.  We didn't have quantifying numbers to say that.  We had information to make that.

MR. BRETT:  Right.  Well, then if I look at -- go to the next stage, which is your difficulty factors.  Now, are these factors -- there's five of them, and some of them have been discussed.  They're vegetation, UG utility congestion, population density, external factors and weather.

I want to talk about two of them only.  The density
- - and I understand from these that they all have the same sign associated with them.  In other words, they're difficulty factors, so if any one of these is applicable to the utility in question, then it's going to tend to increase the costs.  Like these don't decrease costs.  They increase costs if they come into play, right?

MR. CUMMINGS:  That's correct.

MR. BRETT:  So if we look at -- if we look at density and we go back to my example of -- well, let's not take a specific example.  Let me just state a general principle first.

Can density be a two-way factor?  In other words, cannot -- I can recall cases that we've been involved in where we were discussing utility response time, and how fast the utility could get to correct a problem.

One of the pieces that we often found was that if the utility was -- that people in rural areas had to wait a good deal longer to get their problem fixed, because people had to come out maybe two hours from so called regional centres.

Now California is a hell of a big state.  You may have a regional centre in Compton, but you still may be a hundred miles from the party that has had the outage.

So the cost to the utility of sorting out and doing repair work where it's got to assemble crews and so on and so forth and send them a hundred miles, that is going to ten to increase costs, isn't it?

Aren't there certain circumstances where you would look at low density as a factor that drove up costs rather than reduced costs?

MR. CUMMINGS:  Yes, sir.  Under the scenario of restoration, reactive maintenance, I would agree with you.

When you're talking capital replacement, there is the expectation that that is planned work.  That's not something you do --


MR. BRETT:  It is going to be planned and budgeted at a higher cost, isn't it?

MR. CUMMINGS:  There may be a little bit more windshield time, but it is not the same type of dynamic that you're dealing with like when you're doing, like, storm restoration and things along that line.

MR. BRETT:  You're saying it would be less marked or less severe, less -- than in a reactive -- big reactive problem?

MR. CUMMINGS:  I'm sorry?

MR. BRETT:  You're saying if it were planned, the differential would be less than it would be in a purely reactive, like storm repair?

MR. CUMMINGS:  By all means.  And I think when you are looking at capital work and capital replacement work, I think the overriding issue is the congestion that a higher population density points to.

MR. BRETT:  Would you agree with me, though, that it is not an unalloyed relationship?  In other words, it could be in certain circumstances that very low density could increase costs in certain circumstances?

MR. CUMMINGS:  Well, there is always certain circumstances or exceptions, but when you are doing a study like this, you are really trying to stay in the bell curve to the maximum extent possible.

MR. BRETT:  Now, are these five factors -- do you use these same five factors in all of your work?  Or are these in any way customized to this study, these five difficulty factors?

MR. CUMMINGS:  We have used these factors before.  We don't use them for all of our studies.  Not every study requires the level of detail that we went through for this.  Our benchmark studies depend on the scope and the application.

MR. BRETT:  Have you done a study before, have you yourself done a study before with this level of detail, assessing unit costs from the point of view of -- from the perspective of using those unit cost conclusions to support a proposition that the utility is a low-cost utility or a high-productivity utility?  Have you done earlier -- another study of this level of detail and magnitude?  Or is this something sort of at the frontier of the use of unit costs for performance measurement?

MR. CUMMINGS:  Where there is more detail here than there has been on most of our studies is getting down to what are the external factors that can impact costs.

Oftentimes we'll make a more global high, medium, low, and I felt that given the application of this study that it was appropriate to go to another level of detail.  And I have done that before, but I am not going to say that we do it in all studies.

MR. BRETT:  But following that, in this instance -- if we go to page 23, which is your summary of external factors -- you talked about external factors, I guess, twice in the report.  First you kind of gave a general summary -- I think you referred to legislation, regulations.

But in this B-2, Table B-2, you have quite a long list of external factors.  And so these are external factors that -- and external factors is one of the five difficulty factors, right?

MR. CUMMINGS:  No.  Oh, yes, I'm sorry, yes, sir.

MR. BRETT:  You had me shook up there for a minute.

In the -- and I don't want to jump around too much, but in your -- just before I go on, in your survey, which appears at Appendix F, what you actually sent out to the utilities, you have unit cost tab, accounting tab, local factors tab.

I just have a couple of things about your definitions.  These local factors, they're different than the external factors, are they?  Or is there overlap there, or -- you have a local factors table.  That is at page 55, Appendix F.  It is the third table that you asked people to fill out.

Some of this is pretty small print, but that's not your fault.  But it's -- oh, there we go.

MR. CUMMINGS:  The only noted difference was that I am aware of -- and if not, then I inadvertently put an outdated survey, because obviously we go through adjustments -- was the row that says "other", because we wanted to give other utilities the opportunity to identify another external factor.

MR. BRETT:  I see.  So this is really the same -- these local factors are a restatement of the external factors?

MR. CUMMINGS:  Yes, sir.

MR. BRETT:  And these external factors include, as you said, legislation, regulation, but these are factors that you -- this is one of the five difficulty factors.  So it goes into the calculation.

These are factors you came up with or the company came up with as factors that should be taken into account that were serious enough that they should factor into the calculation of the --


MR. CUMMINGS:  Is that a question, sir?

MR. BRETT:  -- what you are calling the overall final adjustment.

MR. CUMMINGS:  They were factors that were derived through workshops collaboratively to get a sense of what are the difficulty factors that Toronto Hydro had, then vetted with our subject-matter experts that are actually running other consortias, and we added a few, just to validate that this was a valid list.

MR. BRETT:  Okay.  So you would, for example, looking at California, PG&E, you would have taken account of the fact that California has legislation which specifies that any sort of fire that's created by a piece of equipment, faulty operation of a piece of equipment, that causes damage, for that kind of a situation, PG&E faces strict liability, whether there is negligence or not.

MR. CUMMINGS:  Well, first off, I'm not sure -- I am very aware of it.  I have been involved with PG&E on their wildfire mitigation.

MR. BRETT:  That is my newspaper reading, I must say.  But -- and of course the company is in, what, it is in bankruptcy proceedings at the moment?

MR. CUMMINGS:  Yes.

MR. BRETT:  Are you aware of that?

MR. CUMMINGS:  Yes.  Very much so.  I am working for them.

MR. BRETT:  Well, then that legislation --


MR. CUMMINGS:  But let me say something.  This was in 2016, '17.  I am not -- I can't put a date on it, but I am not sure if that would have made the cut here.

I'm not sure that relates to an item that impacts productivity in terms of replacing assets.  It definitely has a major impact on the utility and how they operate their system.

MR. BRETT:  My thinking was that if that legislation was in place and has been in place for some time, and I don't know when it was put in place, that would tend to focus your mind as a utility officer and employee, insofar as the amount of maintenance that you did and the amount of care that you paid to any kind of physical operation on your system.

In other words, it would tend to drive up your costs, because you want to make damn sure that you are not strictly liable for some disaster.

MR. CUMMINGS:  Yes.  It certainly could.

MR. BRETT:  I just use that as an example of a difficulty factor which would exist for PG&E that wouldn't exist for Toronto Hydro.  Toronto Hydro is not similarly liable.

MR. CUMMINGS:  Right.

MR. BRETT:  There are fewer trees around.

MR. CUMMINGS:  Right.  But Toronto Hydro could have some other environmental requirements or legislative or regulatory requirements that could also contribute to their cost --


MR. BRETT:  They don't --


MR. CUMMINGS:  -- that are different than what PG&E is dealing with.

MR. BRETT:  That's true, that's true.  But, I mean, were you in a position where you were able to look at the -- well, what you know about regulatory restraints or legislation in Ontario would be what you were told by Toronto Hydro, right, you didn't do an independent analysis of Ontario's environmental legislation, its rate legislation, its toxic substances legislation.  You took from Toronto Hydro what they said were the constraints on them.

MR. CUMMINGS:  That's correct.  As we did with all of the utilities.

MR. BRETT:  Yes.  But you didn't do your own independent analysis of the regulatory regimes.

MR. CUMMINGS:  No.  That was --


MR. BRETT:  One of the things that we have often seen here, and I have seen it in many, many cases, is that when you dig in deep into the regulatory regimes between the United States and Canada, what appears to the casual examination as something that is very similar, in fact there are huge differences.  There are huge differences.

But they're only apparent to someone who really understands it and who spent the time studying it.

MR. CUMMINGS:  Right.

MR. BRETT:  And so I guess what I am saying is, I am wondering, you know, how definitive these choices can be of what are the -- what are these external factors that are applicable.

MR. CUMMINGS:  Right.  But I think what you are so eloquently describing is the process that we would go through if this was a full-blown performance assessment, rather than a unit cost benchmark, because then when you start to see numbers that don't make sense, you get into those conversations.  Our scope was not to go that far.

MR. BRETT:  You're saying you went one step short of that.

MR. CUMMINGS:  That's correct, sir.

MR. BRETT:  Okay, thank you.  I will just check this briefly.  Sorry, bear with me a moment.  I don't want to repeat what my learned friends have said, because they say it probably better than I could.

Just one or two small questions on the nitty-gritty of the analysis.

If we go over to -- you were having this discussion with Dr. Higgin and Mr. Rubenstein on page 30 and 31.

If you look at page 31 of the study, that's where you have a difficulty factor scoring criteria.  There is a little table there, table C-5.

MR. CUMMINGS:  Correct, sir, yes.

MR. BRETT:  Now, you rated all of these equal, 20 percent.  Why have you done that?

MR. CUMMINGS:  Well, in the past, we have tried to get some degree of industry consensus around which is more important.  And we just have not been able to get the type of consensus that would cause me to be able to defend not making each of them equal.

MR. BRETT:  Okay.

MR. CUMMINGS:  And the sensitivity of the model is such that unless they were way off in terms of weighting, it would not change the overall scoring of the project.

MR. BRETT:  So I think those are my questions.  Thank you very much.

MS. ANDERSON:  Thank you, Mr. Brett.  Ms. Grice?
Cross-Examination by Ms. Grice:


MS. GRICE:  Thank you.  Good afternoon.  I am way over here.  I am Shelley Grice and I represent the Association of Major Power Consumers in Ontario.  I just have a couple of questions.

In your examination-in-chief, you mentioned that you've done unit cost studies for other Canadian utilities.

MR. CUMMINGS:  Yes, I have.

MS. GRICE:  Could you name the utilities that you have done those studies for?

MR. CUMMINGS:  Yes, and I want to be precise in my description here.  We have done studies that have included unit cost evaluation.  And we've done them for Nova Scotia, we have done them for SaskPower.  But there could have been others, just what I have been involved with.

MS. GRICE:  Did you utilize a similar for the when you undertook those studies as this study?

MR. CUMMINGS:  No, because the scope of the study was broader.  It wasn't focussed strictly on unit cost. Unit costs came into the study.

Earlier when I was asked how many projects I have done, I have done twelve unit cost projects.  I have probably done 40 or 50 projects that have included various elements of benchmarking, of which unit cost may have been a small part.

MS. GRICE:  Just on the unit cost part, you relied on the utilities to populate a survey of this data?

MR. CUMMINGS:  That's correct.

MS. GRICE:  Is that part of it as well?

MR. CUMMINGS:  That's correct.

MS. GRICE:  Okay, thank you.  Can we please turn to page 9 of the report, just at the top of the page there where it shows the figure of the unit cost performance assessment overview.  Can you put dates to the activities here, when the project was initiated, when you did your review and evaluation, and then when you issued your final report?.

MR. CUMMINGS:  What level of precision would you like?  Because I would have to -- I would have to go -- if you want precise dates, I would have to take that as an undertaking.

MS. GRICE:  If you can just ballpark.

MR. CUMMINGS:  If I were to ballpark, I would say that it was during the summer that we started the project, and it was December when we issued the final report.

MS. GRICE:  So that would be 2017?

MR. CUMMINGS:  I believe so.

MS. GRICE:  Okay, that's good enough.  That's fine.  Are you aware then -- were you aware that during the time frame that you were undertaking this work that Toronto Hydro was in the process of implementing a new Enterprise Resource Planning System?

And what that is it's called their ERP system.  It's essentially consolidating legacy systems into one system, so a lot of their databases. They were doing that in part to improve the data integrity of their system.

Were you aware that that was going on at the same time you were doing your study?

MR. CUMMINGS:  I vaguely recall that.

MS. GRICE:  And did you cross paths with that work in any significant way when you were doing your unit cost work?

MR. CUMMINGS:  No, I didn't.

MS. GRICE:  If we can turn to page 3 of the report, please -- sorry, page 13.

MR. CUMMINGS:  Page 13?

MS. GRICE:  Page 13, yes.  So this is back to a reference that Mr. Rubenstein took you to, but it says as the surveys were completed, UMS Group performed a validation check for data quality, thus increasing the overall credence of the results.

So you have spoken a bit about validating the process that was used by Toronto Hydro.  But did you get an opportunity at all to look at any of the asset data sources and verify the asset quantities that were used in the study to calculate those unit costs?  Did you get to validate any of that information?

MR. CUMMINGS:  No, I didn't.

MS. GRICE:  Okay, thank you.  Can we please now turn to ...

MR. CUMMINGS:  I might add that one of the reasons why not is because I didn't see extraordinary numbers either way, based on what I was anticipating to see based on what I see around the industry.

MS. GRICE:  Okay.  Are the asset quantities filed anywhere in your report?

MR. CUMMINGS:  I believe in their response on the survey form that they provided quantities.  I would have to look at it and see.  I think I provided that in one of the undertakings.

MS. GRICE:  Okay, thank you.  If we can -- can you provide me with the undertaking?  Sorry.  I am actually just not familiar having seen the asset quantities.

MR. CUMMINGS:  Sure.

MR. MILLAR:  J8.11.
UNDERTAKING NO. J8.11:  TO PROVIDE THE REFERENCE TO THE UNDERTAKING WHERE ASSET QUANTITIES ARE FILED

MS. GRICE:  Okay.  Page 7, please.  Mr. Rubenstein took you here as well -- oh, I'm sorry.  I need page 8.

So under the second bullet:
"Recent changes in the structures used by THESL to collect and maintain capital unit cost information," i.e., that's the asset assembly unit that you talked about briefly, "opens the door for improving the quality of estimates and the managing of productivity."

If we just go back one page to page 6 -- sorry, I guess it is not one page.  Can you just go down a little bit on page 6?  There we go.

Under specific perspective regarding unit cost methodology, it explains a little bit more what this asset assembly unit is doing.

If you look halfway through the paragraph, it states:
"This change allows for the collection of labour and material cost information at the asset level, in contrast to the project or work order level, provides a comparison of actual and budgeted unit costs on an ongoing basis and, disaggregation of the components of unit cost to expand THESL's view of performance.  In other words, THESL is disaggregating the components of unit cost to expand its view of performance by separating labour from material, and removing financial loaders on labour to establish a direct labour unit cost."

Now, you mentioned that this is something that when used down the road, would be an improvement in unit cost.

So my understanding is that Toronto Hydro's been working on asset assembly units -- I believe since 2016 is when they first started it.

Were you able at all -- did you look at any depth into their asset assembly unit structure as part of your study?  Did you look at some examples?

MR. CUMMINGS:  No, we did not, because I don't believe that they were at a point yet where there was something established that was solid enough to look at.

They were in -- they were in mid-stream, and they were painting what their vision was and what they were going to do, which is what I was trying to, if you will, connote here.

MS. GRICE:  Okay, thank you, because my next question was going to be whether or not you were able to validate some of the findings and where Toronto Hydro landed in unit cost by looking at those asset assembly units, but it sounds like they weren't far enough along for you to do that.

MR. CUMMINGS:  No, they weren't.

MS. GRICE:  Okay, thank you.  Those are my questions.

MS. ANDERSON:  Thank you, Ms. Grice.

And my understanding is that CCC no longer has questions.  So Mr. Hann, that moves to you.
Cross-Examination by Mr. Hann:

MR. HANN:  Thank you, Madam Chair.  My name is Norman Hann.  I am representing a broad group of ratepayers.  I have a few questions for you.

MR. CUMMINGS:  Yes, sir.

MR. HANN:  From your 39 years of work benchmarking and vegetation management, what major practices has Toronto Hydro undertaken that are different from your comparison utilities?

MR. CUMMINGS:  Not to correct you, but my 39 years haven't all been focused on benchmarking and vegetation management.  I just want to put that in perspective.

MR. HANN:  What number?

MR. CUMMINGS:  14 years.

MR. HANN:  Still pretty good.

MR. CUMMINGS:  We didn't -- in this study we did not look at their practices.  It was purely what are their numbers.  As I have pointed out, we -- typically when we do what we'll call performance assessment, which is a broader scope of what we did, we would start with a benchmark, and then we would get into the issues that you raised.

MR. HANN:  So you didn't look at any of Toronto Hydro's practices?

MR. CUMMINGS:  When you say we didn't look at any of their practices, we did not assess their practices.  We understood what their practices were to be able to get the numbers, but we didn't --


MR. HANN:  Understanding what their practices were, what would you say the major differences are from your expert opinion over the last 14 years compared to other utilities that you have looked at?

MR. CUMMINGS:  Well, I would have to say that that was not in the scope of our assignment, you know, to do that type of assessment.

MR. HANN:  Okay.  In looking at your pole test and tree and overhead line patrols --


MR. CUMMINGS:  Yes, sir.

MR. HANN:  -- how often would these activities be undertaken for Toronto Hydro and for the first quartile and second quartile companies in the study, please?

MR. CUMMINGS:  Again, we were not looking at their practices or their frequencies.  We were just looking at their numbers, their cost numbers on a per unit basis, and comparing those.  So we did not get into those type of -- you know, into that type of analysis.

MR. HANN:  So you don't know the background of really declaring that the quartile standing is not based on any practices, it is just based on the raw numbers of unit cost; is that correct?

MR. CUMMINGS:  That's correct, it was a unit cost benchmark.  So we get quartiles based on their unit cost.

MR. HANN:  In the table -- and, sorry, I don't have it handy -- what is the definition of line kilometres that you use in your study?

MR. CUMMINGS:  I don't understand the question, I guess.  I mean, it's kilometres of line.

MR. HANN:  What kind -- there's different kinds of lines.  So there's wire kilometres, which is the actual number of kilometres of asset that you own.  There is the kilometres that you drive.  There's the kilometres that have wood poles supporting the wires.  Like, there is at least three different definitions of the measurement of your denominator in that equation.  I would just like to know what your definition of line kilometres is for forestry management in that table.

MR. CUMMINGS:  Sure.  It's the linear distance.  Not the -- I mean, it is not multiple -- it is not multiplied by number of circuits, et cetera.

MR. HANN:  So it doesn't include the total number of wires and it doesn't include -- so it is just as if I got my car and drove along the road, and if I wanted to do that for every line in the city I could measure how long it is?

MR. CUMMINGS:  If we're talking vegetation management and I am trimming the tree, it's the amount of distance that I covered, not the amount of wires that might be based on one phase, three phase, et cetera.

MR. HANN:  The -- I am not sure, in the exhibit, the final report.  Page 17.  Can you bring that up, please.  You passed it.  Yes.  So just to be clear in talking about the lines that say vegetation management, and it's per line kilometre and overhead line patrol.  That's per line kilometre.  So that is the actual driving distance.  Correct?

MR. CUMMINGS:  Correct.

MR. HANN:  In terms of your -- there's been a lot of discussion about the peer utilities and the selection of those utilities.  And you have, for example, California, where you tried to get at just San Francisco.

Did Toronto Hydro or you in discussion with Toronto Hydro looking at doings things the other way, where you would take Toronto Hydro's data for the former Toronto and the, what they call the Horseshoe, and then benchmark those two separate entities?

MR. CUMMINGS:  No, we didn't.  Every -- I won't say every utility.  Many of the utilities have what I call unique design considerations, and we -- we operated at a level higher than that when we did this study.

MR. HANN:  So --


MR. CUMMINGS:  So, no, the answer is, no, we didn't differentiate between the two aspects of their system.

MR. HANN:  Why did you ask the other utilities that aren't paying for the information to split them, but you didn't ask Toronto Hydro to split their data, which is possible and would have made it for a more complete benchmarking study.

MR. CUMMINGS:  Well, for the others it was a very specific reason, which was to account for the big disparity in terms of the territory, the amount of rural versus urban is what we were looking at so we could have a better -- so that we were sure to get a number that was more, if you will, comparable.

Frankly, we didn't, you know, consider that, because when we do these types of benchmarks we tend not to get into the specifics of the design of the system.

MR. HANN:  Specific, sorry?

MR. CUMMINGS:  Of the design of the system.  Because like I said, there's some -- that's a nuance in their design that is different than in some other systems.  But we just don't get to that level as we're doing this type of a benchmark.

MR. HANN:  Yeah.  That's good.  But I am surprised that you wouldn't have split out Toronto Hydro's data to make it easier to compare with other utilities and possibly more than just the 17 that you selected.

MR. CUMMINGS:  Well, you know --


MR. HANN:  Wouldn't that have made a more complete study to look at the Horseshoe?

MR. CUMMINGS:  Well, I don't think so.  Not at the standard that we were looking at.  We were just looking for directional accuracy and being able to do a comparison on unit costs.  We were not looking to differentiate within Toronto Hydro.  We were looking at it holistically, as we did all of the other utilities, even those utilities that you talked about where we went into the cities, or we asked to just look at the cities.  We didn't ask them to split up their system or their information based on design.

MR. HANN:  Okay.  Another question about the peer selection.  You have Figure 1B, the U.S. vegetation density.

Have you got that?  It's a map of the United States.

MR. CUMMINGS:  Yes, sir.

MR. HANN:   I couldn't find it in the study.

MR. CUMMINGS:  I think -- I believe -- let me check.

Median.

MR. HANN:  Median.

MR. HANN:  Median is what on this particular -- like, there's about ten different colours from zero to 100 M and so on to -- I can't read it -- 1,000 to 6,000 M, whatever "M" means.

MR. CUMMINGS:  Well, rather than -- I can give you an indication, subject to check.  But it's in the green-blue area.  Certainly not in the red and yellow -- or I mean the red and orange.  And I am looking at the Canadian vegetation density map now, which is figure B-2.

MR. HANN:  Yes.  I would rather use the American one, since most of your comparators are in the United States.

MR. CUMMINGS:  I guess I don't understand your question.  You mean where would it fit if I was looking at the U.S.?

MR. HANN:  Yes.  Would it be zero to 100 M -- and I don't know what an M is.  Or would it be 1,000 to 3,000 M, which is the purple, or 3,000 M-plus, which is a pink?  And what is M; I don't know that as a measure of density.

MR. CUMMINGS:  I'm sorry, you have to bear with me for just a second.

MR. HANN:  Okay.

MR. CUMMINGS:  I guess it would be would probably be too --

MR. HANN:  Would it be possible for you to go back and check this?

MR. CUMMINGS:  Yes, thank you.

MR. HANN:  Thank you.

MR. MILLAR:  J8.12.
UNDERTAKING NO. J8.12:  TO CHECK THE DENSITY MEASUREMENTS IN FIGURE 1B, SHOWING U.S. VEGETATION DENSITY

MR. HANN:  These ones, too, I think, will need an undertaking.  Where would Toronto Hydro fit in terms of quartile ranking in terms of its vegetation against whatever the number was there, and where would it fit in terms of its tree-caused outages.

MR. CUMMINGS:  That was not within the scope of our work.  We were strictly looking at unit cost.

MR. HANN:  Okay.  Would you agree that trees have an impact on unit costs?

MR. CUMMINGS:  For -- I don't think you can make a blanket statement like that in terms of replacing breakers or replacing transformers.  I mean, you could create a scenario where trees are a factor, but I would view them as, if you will, separate and distinct.

MR. HANN:  So you are looking at unit costs of just capital, or capital and OM&A?

MR. CUMMINGS:  I am looking at the unit costs in this case, it is the unit cost of installing a breaker, which is primarily capital.

MR. HANN:  Primary capital?

MR. CUMMINGS:  Yes.  It is primarily capital.

MR. HANN:  Okay.

MR. CUMMINGS:  Yes.  There is always an O&M tag-along with capital work.

MR. HANN:  Okay.  I wonder if you could turn up the appendix B, the study reliability metrics influence on UVM programs that was in the HONI update Exhibit B, part 2, please?

MS. COBAN:  Could you please clarify the reference, Mr. Hann?

MR. HANN:  It is the HONI update Exhibit B, part 2, appendix B, a study of reliability metrics influence on UVM programs.

MS. COBAN:  Is that our evidence?

MR. HANN: No, it was in the evidence from Hydro One.

MS. COBAN:  We wouldn't have that here, unless somebody has put it in their compendium.

MR. HANN:  Sorry.  I didn't have a chance to put it in the compendium.

Mr. Higgin referred to it earlier.  It might be in his compendium.  Can you check that?

MS. ANDERSON:  Mr. Hann, if we don't have a page reference from that compendium, this could take quite some time to call up.  And that is just assuming it is in a compendium.  So it is a bit of a challenge.

MR. HANN:  It's in the -- oh, I am not sure.  It's in the exhibit, page 70 from Hydro One.

MS. ANDERSON:  That's the problem.  We don't have the Hydro One evidence here.

MR. HANN:  Okay.  I have no further questions, then.

MS. ANDERSON:  Thank you, Mr. Hann.  The Panel doesn't have any questions.

Mr. Sternberg, I wanted to check in with you, how you wanted to do redirect.  Were you going to wait until the end of both panels A and B, or ...

MR. STERNBERG:  If it's okay with you, I would prefer to finish this.  So I think his plans are to fly out today.

MS. ANDERSON:  I thought that would be the preference. I just wanted to check with you.

MR. STERNBERG:  If I could have one quick moment?  No re-exam, thank you.

MS. ANDERSON:  Thank you.  Therefore, with our thanks, Mr. Cummings, you are excused.

MR. CUMMINGS:  Thank you.
Procedural Matters:


MS. ANDERSON:  While he is leaving, Ms. Ing is telling me that we're just on the edge of maybe being able to finish up on a Tuesday, if we keep the schedule driving forward.

So I would like to start off with the next panel, if that is possible, Mr. Sternberg.

MR. STERNBERG:  Yes, absolutely.  We have Mr. Morris.

MS. ANDERSON:  Mr. Morris is here.  I will take us off air for five minutes while we shuffle the seats.

MR. STERNBERG:  Sure.

MS. ANDERSON:  Thank you.  We are back on the air.

MR. STERNBERG:  Our next is Steven Morris of UMS.
TORONTO HYDRO-ELECTRIC SYSTEM LIMITED - PANEL 4B
Steven Morris, Affirmed.

Examination-In-Chief by Mr. Sternberg:

MR. STERNBERG:  Madam Chair, the proposed qualification for Mr. Morris is an expert in asset management, including in conducting asset management assessments.

I am not aware of there being any objection from any of the other parties, but I will of course allow them to confirm that for themselves.

MS. ANDERSON:  We will poll the room.  Are there any objections?  Then the Panel agrees.

MR. STERNBERG:  Thank you.  I will move just very briefly then through touching on Mr. Morris's background and qualifications.

For the Panel's benefit, there is a summary form of CV that is an appendix to Mr. Morris's report.  And like with Mr. Cummings, we also filed within the last week a more fulsome CV.  If I might ask that the CV be marked as an exhibit.  And I will provide a hard copy to --


MR. MILLAR:  K8.4.
EXHIBIT NO. K8.4:  CV OF MR. MORRIS.

MR. STERNBERG:  Mr. Morris, to touch briefly on a few points relating to your background and qualifications, I understand you are vice-president of UMS Group.

MR. MORRIS:  Yes, sir.

MR. STERNBERG:  And you conducted a distribution system plan asset management review in this case?

MR. MORRIS:  Yes, sir, I did.

MR. STERNBERG:  Just briefly in terms of your educational background, I understand you hold a B.A. degree in economics from Cornell and an MBA from Cornell as well?

MR. MORRIS:  Yes, sir, that's correct.

MR. STERNBERG:  For how long have you been involved in the electric utility industry?

MR. MORRIS:  25 years.

MR. STERNBERG:  How long have you been with UMS Group?

MR. MORRIS:  Nine years.

MR. STERNBERG:  For how long have you been involved in conducting asset management assessments similar to the assessment that was done in this case?

MR. MORRIS:  About eight years.

MR. STERNBERG:  And approximately how many asset management assessments have you been involved in conducting for utilities?

MR. MORRIS:  Between 15 and 20.

MR. STERNBERG:  In the past, say, three or four years how many would you have conducted, approximately?

MR. MORRIS:  Nine or ten.

MR. STERNBERG:  Have you conducted these types of assessments for utilities across North America?

MR. MORRIS:  Yes, I have.

MR. STERNBERG:  I understand UMS is an endorsed assessor under the IAM, the Institute of Asset Management?

MR. MORRIS:  Correct, it is.

MR. STERNBERG:  What does that designation mean?

MR. MORRIS:  The IAM, Institute of Asset Management, is the professional body for asset management globally.  It is headquartered in the U.K., although it has offices and chapters throughout the world.

When the original asset management standard PAS 55, which was a British Standards institution standard was created, the IAM was the entity created to certify companies that could essentially grant certification against the standard, and when the ISO 55001 standard was approved by the International Standards Organization in 2014, the IAM similarly can grant certification standards.

So like any ISO standard -- I won't go into a long description -- ISO standards, companies can get certified.  They're certified by independent entities.  Those independent entities must be endorsed assessors in order to grant certification.  UMS is an endorsed assessor for ISO 55000.

MR. STERNBERG:  Under that designation are you yourself trained and qualified to do those types of assessments?

MR. MORRIS:  I am.

MR. STERNBERG:  Have you also authored a number of papers and given presentations on asset management topics?

MR. MORRIS:  I have.

MR. STERNBERG:  I won't ask you to turn to it now, but just to identify it for the panel, have you listed various of those publications and presentations on the last page of your CV?

MR. MORRIS:  I have.

MR. STERNBERG:  Turning then if I may to the report.  And for the record, the report is Exhibit 2B, section D, Appendix A.  Or looking at the report entitled "Toronto Hydro-Electric System Limited, distribution system plan asset management review", is that your report in this matter?

MR. MORRIS:  Yes, sir, it is.

MR. STERNBERG:  Do you adopt it as your evidence in this matter?

MR. MORRIS:  I do.

MR. STERNBERG:  I would like to briefly highlight some of the points in respect of the work you did and your conclusions.

To begin with, what were you engaged to do in this matter?

MR. MORRIS:  I was engaged to do a review of the asset management practices that Toronto Hydro used in formulating the Distribution System Plan.

MR. STERNBERG:  If you would turn for a moment to page 5 of your report.  You will see an overview, "DSP Asset Management Review" heading.  Please, briefly, summarize for us the process you followed in conducting your review.

MR. MORRIS:  The process I used in conducting the review was to, first, identify the relevant domains, asset management domains, that would go into formulation of the DSP.  Based on those domains conducted a series of interviews with Toronto Hydro personnel to understand what practices, processes, and technology they were using.  Also reviewed the relevant sections of the DSP on the asset management to ensure that what I heard was in alignment with what the DSP said and if there was anything missing.

Also did get some demonstrations of some of the tools and models they were using, then evaluated those capabilities on a qualitative basis based on my experience with asset management, and also conducted a comparison of 14 other electric utility business units against Toronto Hydro, in terms of the ISO 55000 standard to see where they came out and see how that matched up with the qualitative assessment, and then used the results to put together my report.

MR. STERNBERG:  You mentioned the ISO 55001 standard.  What is that standard?

MR. MORRIS:  The ISO 55001 standard is really the series -- 55000 series standard is the international standard for asset management systems.

MR. STERNBERG:  Did you assess Toronto Hydro against all of the various ISO domains?

MR. MORRIS:  I did not.  There are 24 domains.

MR. STERNBERG:  And how many did you assess Toronto Hydro against?

MR. MORRIS:  I assessed Toronto Hydro against 11 of the 24 domains.

MR. STERNBERG:  Why did you select that subset of domains?

MR. MORRIS:  That subset was selected because those are the ones that were most relevant to the processes and technology and techniques that would be used to put together a distribution system plan.

MR. STERNBERG:  In terms of the results of your evaluation, further down on page 5, still in the executive summary, you have a heading that says "Evaluation of THESL's asset management capabilities as applicable to the DSP".

Can you please start out by highlighting for us your overall view on Toronto Hydro's asset management capabilities?

MR. MORRIS:  My overall view is that Toronto Hydro exceeds the industry average level of maturity in asset management, and has some areas where they're reaching into best practice for North American utilities.

MR. STERNBERG:  In respect of the ISO 55001 domains relevant to the DSP, overall what is Toronto Hydro's maturity level?

MR. MORRIS:  The maturity level was a 2.1 score.

MR. STERNBERG:  How does that score compare to the North American average level of maturity?

MR. MORRIS:  The North American average level from our comparator group was 1.6.

MR. STERNBERG:  This is probably obvious to the panel, but I will ask anyway.  Does a higher score indicate a higher or a lower level of maturity?

MR. MORRIS:  A higher score.  The scoring framework goes from zero to four.

MR. STERNBERG:  And in your view, what level of maturity is Toronto Hydro at, in terms of its asset life cycle processes?

MR. MORRIS:  Its asset life cycle processes?  They're higher than the average level of maturity.

They have some good processes in terms of addressing stakeholder outcomes, prioritizing process, prioritizing individual projects, translating customer needs and expectations into actual decisions and actions around the assets.

MR. STERNBERG:  How about Toronto Hydro's process for decision making?  Where do they stand from a maturity level on that front?

MR. MORRIS:  So across all of the -- across all of the domains we assessed, just to make it brief, they exceeded the average level.

MR. STERNBERG:  Apart from the scores and exceeding the average, do you have any commentary about Toronto Hydro from an enabling technology perspective?  That's one of the points you touch on in your report.

MR. MORRIS:  As I mentioned in my report, they have tools, good tools, tools that are more mature than the typical North American utility would have for modelling.  They have good business intelligence tools.

Some of the models they're using, the feeder investment model and reliability projection methodology, are examples of best practice techniques.

The asset condition assessment methodology they're using has moved from what would be a relatively simplistic methodology to a more sophisticated one that does make use of what's considered best practice techniques for condition assessment.

MR. STERNBERG:  When you say the one they have moved to now, what methodology are you referring to?

MR. MORRIS:  The CNAIM methodology.

MR. STERNBERG:  Over on page 7 of your report, second paragraph, you start this discussion.  But as part of your analysis, did you also compare Toronto Hydro's scores to a comparator group of other utilities?

MR. MORRIS:  Yes, I mentioned that.  The comparator group was 14 utilities.  You can see on the chart, on the graphic, Toronto Hydro's average score was 2.1.  The comparator average was 1.6 and you can see the range.  The comparators ranged from 1.1 to 2.4.

MR. STERNBERG:  Apart from that overall score, within each of the various ISO domains that you assessed, how does Toronto Hydro compare to the 14 utilities in the comparator group?

MR. MORRIS:  They exceeded the comparator group in each of the domains.  In my report, pages 18 through 21 have the score comparison.  I don't know that the Board would want me to go through each one of them.

MR. STERNBERG:  Without asking you right now to go through each, just identify are those -- is that the section of the report, pages 18 to 21, where you detail each of the 11 domains you assessed and provide the scoring and analysis on each of them?

MR. MORRIS:  I believe -- yes, those are.

MR. STERNBERG:  I am in the Panel's hands.  I wasn't proposing to ask Mr. Morris to walk through as part of his chief more detail, unless that would be useful to the Panel at this point.

MS. ANDERSON:  I think we're fine.

MR. STERNBERG:  Great.  Thank you.  Those are my questions, then.

MS. ANDERSON:  Thank you.  Mr. Rubenstein, is there a natural break if you could kick off for 10 minutes or so?
Cross-Examination by Mr. Rubenstein:


MR. RUBENSTEIN:  I guess we can find out; that's what I can offer.

Mr. Morris, do you have a copy of my compendium?

MR. MORRIS:  I do.  You are a little hard to hear, but I do.

MR. RUBENSTEIN:  Do you have a copy of my compendium?  Is that better?

MR. MORRIS:  I do, yes, sir.

MR. RUBENSTEIN:  Thank you very much.  Let's start off with understanding what the report is about and your findings.

If we can go to page 41 of the compendium, this is your report?

MR. MORRIS:  Yes, this is my report.

MR. RUBENSTEIN:  As I understand what you were asked to do and what you did was you reviewed Toronto Hydro's distribution system plan, and you interviewed its employees as needed to gather more information to compare -- to first evaluate Toronto Hydro against the ISO 55001 standard.  Do I have that correct?

MR. MORRIS:  The number right?  No.  I think the way you phrased that sentence wasn't what I did.

I didn't review the DSP to compare their asset management practices.  I compared their asset management practices in terms of how they were formulating the DSP.

So we looked at the asset management practices they were using to put together the DSP.

MR. RUBENSTEIN:  Did you review the DSP afterwards?

MR. MORRIS:  I did review the DSP.

MR. RUBENSTEIN:  As I understand it, you also interviewed and you spoke and looked at the various systems firsthand, correct?

MR. MORRIS:  Correct, I did.

MR. RUBENSTEIN:  And when did you do this work?

MR. MORRIS:  I would have to go back and look.  It was last summer; I think it was May.  I think we did the interviews in May.

MR. RUBENSTEIN:  So spring of ...

MR. MORRIS:  2018.

MR. RUBENSTEIN:  As I understand the standard, the ISO 55001 standard, it is an international asset management standard for any physical assets.

MR. MORRIS:  Correct.

MR. RUBENSTEIN:  So it could be -- well, it is applied in this case and in other cases to obviously utilities.  But distribution electricity utilities could be for railways and other organizations that manage lots of assets.  Correct?

MR. MORRIS:  That is correct.

MR. RUBENSTEIN:  Now, I am familiar, and the Board may be familiar in other proceedings over the years with the PAS 55 standard.  Can you help me understand the relationship between the PAS 55 and the ISO 55001 standard?


MR. MORRIS:  Sure.  PAS 55 was the first asset management standard.  It was created in 2004 by the British Standards Institute.  It was a British standard and it was created after a rail disaster, and the British regulator, the British government required all of the UK utilities to be certified as PAS 55 compliant.

That standard was adopted and used not legislatively, but was used by regulators and other utilities in other parts of northern Europe, Australia, New Zealand.  It was a standard for assessment in general in North America.

We used to use it as a standard for assessment until ISO 55001 came along in 2014, and an international standard was created.  It used PAS 55 as the basis for it, so it is very similar.  You can actually map PAS 55 to ISO 55001.

There were some -- there were some minor differences and it was, you know, designed specifically with input from international groups rather than just the UK.

MR. RUBENSTEIN:  So it is similar?

MR. MORRIS:  Very similar standard, yes.

MR. RUBENSTEIN:  And so then what you did you didn't just assess Toronto Hydro against the ISO standard, but overall.  But you looked at the various ISO domains, correct?

MR. MORRIS:  Yes.  So I guess the best way to put it is, the ISO standard has 24 different, we'll call it clauses, domains, 4.1, 4.2, 4.3, 4.4.  I can go through them all if you want, but you probably don't want to hear that.

And so when you do an assessment you don't -- you do an assessment against each of those individuals for, like, a certification, and then those would roll up to a score.

MR. RUBENSTEIN:  Am I correct you simply just took the simple averages of each of them?

MR. MORRIS:  To get the 2.1?  Is that your question?

MR. RUBENSTEIN:  Yes.

MR. MORRIS:  Yes.  Averaged across the 11 domains.

MR. RUBENSTEIN:  If we go to page 50 of the compendium, page 10 of your report, there is a good table here that shows the various domains that you compared Toronto Hydro against.

And you also grouped them into something which you caused strategic asset management model domain?

MR. MORRIS:  Yes.

MR. RUBENSTEIN:  And is that a term, a UMS term?  Is that an ISO 55001?

MR. MORRIS:  That is a UMS term.  It is just an organizing framework, because of the way the PAS 55 and the ISO 55000 domains are set up -- you have to understand UMS's business even though -- we're a consulting firm.  We do consulting.  We do a lot of asset management consulting.

Most of our work is helping companies improve their asset management.  Gap assessments are part of that.  We're also -- as an endorsed assessor we can certify companies as being ISO 55001-compliant.  But since most of our work is focused on doing assessments to help them get better, out of that typically comes projects and implementation work.

And as an organizing framework it is more useful for clients to understand which levers they have to pull within the company in terms of getting better.  So that is what that is about.

MR. RUBENSTEIN:  So we see in this table on the right side the various ISO domains you did benchmark again -- or, sorry, did assess against, correct?

MR. MORRIS:  Correct.

MR. RUBENSTEIN:  And if we flip to page 79 of the compendium, part D, essentially you were asked what domains did you not assess against.  And you provide a listing of them here in part D.  Do you see that?

MR. MORRIS:  Yes.

MR. RUBENSTEIN:  So what you did not assess against was:

"Understanding the organization and its context.  Asset management system.  Policy.  Competence.  Awareness.  Communication.  Management of change.  Outsourcing.  Internal audit.  Management review.  Non-conformity and corrective action and preventative action."

Correct?

MR. MORRIS:  Correct.

MR. RUBENSTEIN:  And you didn't feel that those were relevant to a proper asset management system?

MR. MORRIS:  As I said, our charter was to do an asset management review of the DSP formulation, not to do a full asset management review of Toronto Hydro's asset management system.  And so we focused on -- I focussed on the domains that I felt were most relevant.  I didn't go through and cross out domains.

I sat down and said, what are the things -- if you will refer to page -- let me find it in the report.  Page 50 of the compendium.  On the left-hand side there's the DSP domains.  So these are the asset management processes that I sat down and developed as being relevant to putting together the DSP, and from those I mapped which ISO 55001 domains were most relevant to those.

MR. RUBENSTEIN:  So in your expertise, the asset management domains that you didn't review are not relevant to the DSP?

MR. MORRIS:  I wouldn't say that they are not relevant.  But they weren't as relevant.  They were more general or high-level.

MR. RUBENSTEIN:  I was just wondering if this would be a good time to break.

MS. ANDERSON:  That looks like a perfect spot to break.  So thank you, and Mr. Morris, we will be back here tomorrow morning at 9:30.

MR. STERNBERG:  Madam Chair, just before we leave, just --


MS. ANDERSON:  Yes.

MR. STERNBERG:  -- one housekeeping matter on schedule.  We'll have Mr. Fenrick here tomorrow morning ready to proceed as soon as we're finished with Mr. Morris.

Mr. Fenrick has travelled in from out of town.  I assume -- I was looking at the schedule, and I see right now it contemplates we may spill over with Mr. Fenrick a little bit into Monday.  Maybe that'll happen, but if we are moving along at a good clip tomorrow I assume we will just -- all the questioners will be here in case there is an opportunity to finish him tomorrow and not require him to stay over the weekend.

MS. ANDERSON:  I agree.  Ideally we would be able to finish PSE tomorrow.  So if anyone who is not here is listening, I think they should expect to be able to do their cross-examination tomorrow, if possible --


MR. MILLAR:  Madam Chair, just, we have heard from some parties who say they cannot be here tomorrow and do have questions for PSE.

MS. ANDERSON:  I see.

MR. MILLAR:  So we can do our best to rouse them and muster them, but we have been told there are some parties who can't cross PSE tomorrow.

MS. ANDERSON:  So it sounds like we're out of luck potentially on that.  I know Ms. Ing is going to do a three-day schedule again, so we will see everything, I guess, to the end of Tuesday, but, yeah, I was aware that there is some conflicts.

MR. STERNBERG:  Okay, thank you.

MS. ANDERSON:  Thank you.
--- Whereupon the hearing adjourned at 5:00 p.m.
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