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Tuesday, August 13, 2019
--- On commencing at 9:11 a.m.
Preliminary Matters:


MR. SIDLOFSKY:  Good morning, and welcome to Day 2 of the Hydro One Transmission technical conference.  I am just going go immediately to preliminary matters.

I just have one reminder for the panel.  Your microphones work in tandem, so when you do need to use the mic just press the green button, look for the green light.  If you happen to turn it off when the person sitting beside you is talking, you will turn off their mic as well, so just keep that in mind while you're answering questions.

One small change to the order in the schedule.  Board Staff will be commencing the questions, and then will be followed by PWU and CCC, and we will follow the -- oh, sorry, there is one other change.  VECC will be -- excuse me, AMPCO will be going before VECC, for those following along with the schedule that was -- with the updated schedule that was sent out last night.

With that, Board Staff do not have any other preliminary matters.

Hydro One, I understand there are a couple.
Appearances:


MR. STERNBERG:  Yes, thank you.  Good morning.  Just in terms of appearances, I am Arlen Sternberg of Torys, counsel to Hydro One.  I am here taking the place of Mr. Keizer today.

Two, as I discussed briefly offline, two quick preliminary matters.  The first is that Energy -- the consultants for Energy Probe sent an e-mail last night at 8:53 p.m. requesting a further undertaking of Hydro One relating to yesterday's evidence, and the request -- I believe everyone received the e-mail -- the request was to provide some information relating to a spreadsheet that was attached to the e-mail, and Hydro One is prepared to provide that undertaking.  So we have that one additional undertaking relating to yesterday.

I am not sure if you want to give that a number at this point or...

MR. SIDLOFSKY:  Why don't you just mention your next item and I will give that first one a number.

MR. STERNBERG:  And then the second housekeeping matter is that Hydro One has a correction to one of the IRs relating to today's evidence.  The IR is OEB 174.  I understand there are one or two calculation correction errors, and we have handed out this morning to everyone copies of that corrected IR response.

MR. SIDLOFSKY:  And is that all, Mr. Sternberg?

MR. STERNBERG:  Yes, in terms of preliminaries.

MR. SIDLOFSKY:  Okay.  Yesterday we had reached Undertaking No. J1.37.  What I am going to do is give your undertaking to respond to Mr. Higgin's questions in his e-mail from yesterday evening number JT1.38.  Just a reminder to Hydro One staff, though, that undertaking will be shown in today's transcript, so just keep track of that for the first panel to respond to.
UNDERTAKING NO. J1.37:  TO RESPOND TO DR. HIGGIN'S QUESTIONS IN HIS EMAIL FROM AUGUST 12, 2019.

MR. SIDLOFSKY:  Sorry, Mr. Sternberg, was there something else?

MR. STERNBERG:  No.

MR. SIDLOFSKY:  If you'd like go ahead and introduce your panel that would be great.

MR. STERNBERG:  We have got panel 2, five members of the panel.  And what I would ask them to do in turn is, starting at the far end with Mr. Berardi, is to state their name and title by way of introduction.

MR. BERARDI:  Good morning, Robert Berardi, vice-president, shared services.

MS. LILA:  Good morning, Sabrin Lila, director of compensation and HR analytics.

MR. JODOIN:  Joel Jodoin, director of strategic finance.

MR. CHHELAVDA:  Good morning, I'm Samir Chhelavda, director of corporate accounting and reporting.

MS. TRAN:  Good morning, I am Nancy Tran, VP, corporate tax.

MR. STERNBERG:  With that we are ready to move into questioning by the parties.
HYDRO ONE NETWORKS INC. - PANEL 2
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MR. SIDLOFSKY:  Thanks, Mr. Sternberg, and thank you, panel.  Good morning.  Two of my colleagues on Board Staff will be asking questions of you this morning.  We are going to begin with Mark Rozic, one of our project advisors, and he will be followed by Fiona O'Connell, another project advisor of ours.
Examination by Mr. Rozic:


MR. ROZIC:  Good morning, panel.  Just a couple of clarification questions I have on certain IRs that were asked during the IR process.  I will start with Staff IR 202.  Essentially in that response, in 2(b) of that response you provided a table that compares your pension costs on a cash versus accrual basis.

With respect to that table you also provided a table in response to SEC IR 58, and I think the table was entitled "2014 to 2022 compensation", and essentially it outlined your pension costs, your historical pension costs from '14 -- your forecast all the way up to '22.

I am just wondering, the interrelationship between those tables, because when I look at the accrued pension costs that you provided in response to Staff IR 202 and I compare it to that table, they don't tie, the historical numbers don't tie out on an annual basis.  Is there a reason for that?   I believe it's line 147 that I am trying to tie to in the '14 to '22 compensation table.

MR. CHHELAVDA:  You said line...

MR. ROZIC:  147.

MR. CHHELAVDA:  Could we just ask for the XTR to be brought up to compare?

All right.  We can see that numbers in 2014 pension amount agrees.  2015 doesn't.  The same thing with '16.  We will have to take a look at that to...

MR. ROZIC:  If they are not supposed to for whatever reason, when you do take a look at -- I assuming you are going to take an undertaking on that, correct?

MR. CHHELAVDA:  Correct.

MR. ROZIC:  Okay.  As part of that undertaking, if they do not agree for some reason or they are not supposed to, can you please explain that as well?

MR. CHHELAVDA:  Sure, absolutely.

MR. SIDLOFSKY:  That will be Undertaking JT2.1.
UNDERTAKING NO. JT2.1:  THE TABLE PROVIDED IN STAFF IR 202 THAT COMPARES PENSION COSTS ON A CASH AND ACCRUAL BASIS, WHY DON'T THOSE NUMBERS TIE TO THE 2014 TO '22 COMPENSATION TABLE THAT WAS PROVIDED IN SEC STAFF IR 58.  IF THEY ARE NOT SUPPOSED TO TIE OUT, PLEASE EXPLAIN WHY THAT IS THE CASE


MR. SIDLOFSKY:  Just -- sorry to interrupt, Mr. Rozic, but is the panel okay with the terms of that undertaking?  I can ask Mr. Rozic to repeat it if you'd like.

MR. CHHELAVDA:  For clarity, yes, if you can repeat that, that would be helpful.

MR. ROZIC:  Okay, so for purposes of the undertaking, the table provided in Staff IR 202 that compares pension costs on a cash and accrual basis, why don't those numbers tie to the 2014 to '22 compensation table that was provided in SEC Staff IR 58.  If they are not supposed to tie out, please explain why that is the case.

MR. CHHELAVDA:  Thank you.

MR. ROZIC:  Okay, sorry, my next question relates to Staff IR 203 -- related to Staff IR 203, specifically your response to (b).  So essentially in that question what we were doing is comparing the pension valuation that you provided on the record to what you're seeking in the 2020 test period, and there's a discrepancy of about 9 or 10 million dollars.  You're about 9 or 10 million dollars higher.

In the response that you provide -- in the response that you provided to (b), you indicated that the differences -- confirm if my understanding is correct, but your response is saying that the difference is attributed to the fact that your pension valuation that's on the record doesn't take into account the Inergi transaction, I guess the employees that are coming over through that transaction.  And therefore, as a result of that transaction, by 2020 it will lead to additional pension costs that have haven't been factored into the pension valuation on the record at this point in time.  Is that correct?

MR. CHHELAVDA:  Yes, that's correct.

MR. ROSIC:  Okay.  In relation to that transaction, when are you expecting that to actually get approved?  I think FSRA is looking at it right now. That's my understanding.

MR. CHHELAVDA:  That is correct, it is being looked at, yes.  I don't have any definitive time frame as to when they will approve it.

MR. ROSIC:  Is it, I guess, during the course of this proceeding?

MR. CHHELAVDA:  I can't say.  That would be our expectation, but I can't answer that.

MR. ROSIC:  Okay.  But in event that the transaction is approved, there's going to be another pension valuation that you have to file, and it will likely underpin your 2020 pension requirements.  Is that correct?

MR. CHHELAVDA:  That would be correct, yes.

MR. ROSIC:  Okay, and is it -- if it occurs during the course of this proceeding, is it your intention to update your pension numbers and file that on the record?

MR. CHHELAVDA:  So it will all be a function of when the valuation -- sorry, when we get the approval, right.  So if it's -- if there's ample time to file it, we would.  If it occurs at a point in time where it doesn't make sense and we will have to look at what the numbers are, there may or may not be a material difference.  I couldn't answer that.  I mean the extent -- to the extent that we could file it, I think we would, all subject to when we get approval from FSRA.

MR. ROSIC:  Okay.

MR. CHHELAVDA:  Just one point of clarification on the pension costs.  To the extent there a difference, we do have the pension cost differential account that would capture that.  So we do have that mechanism.

MR. ROSIC:  Just another question on that.  The 78 million, what is actually underpinning that, then?  It's not the valuation itself.  You indicated there is some other report, or something that was given to you from your actuaries in December 2017, or something like that, that kind of directed you to that number?

MR. CHHELAVDA:  That's correct.  So we talk about the valuation that gives rise to the 69 million.

MR. ROSIC:  Yes.

MR. CHHELAVDA:  And then we actually have a forecast from our actuaries that we do that on an annual basis to give us the forecast for the next few years, and the forecast will update -- it uses more current information.

The valuation uses the head count in place on December 31st of that year, whereas the forecast will take into account changes to head count and other assumptions.

MR. ROSIC:  So that projection itself contemplated the approval of this Inergi transaction, is that correct?

MR. CHHELAVDA:  That is correct.

MR. ROSIC:  And that's not on the record anywhere, is it, that forecast?  I am assuming it underpins a few things.

MR. CHHELAVDA:  Let me check.  I thought we might have filed it.

MR. ROSIC:  You filed something for OPEBs a forecast, and I am going to get to that in my questions following this.

But I think in that report -- and maybe when we get to it, you can confirm whether that that's the forecast that you are referring to.

MR. CHHELAVDA:  Okay.

MR. ROSIC:  I think you filed it in response to Staff 205, which I am getting to next anyways, so.  Okay.

So moving to Staff 205, in part (a) we requested that you provide the valuation that underpins your 2020 test period OPEB amount, and you provided that report in attachment 1.  So is that the report you're referring to?

MR. CHHELAVDA:  Yes, it is.

MR. ROSIC:  So that, if I look at the pension numbers in there, they'll roughly come out to 78 million?  I think there's a summary on this page exactly that's on the screen now, that table.  So if I summarize the RPP, I think that's the supplemental plan, and then the DC plan, those three -- the first three rows, would that get me to your number?  Because I don't think it does.

MR. CHHELAVDA:  I think what you're looking at here would be on the accrual basis.

MR. ROSIC:  Oh, yes, you're right.  I think it is on the accrual basis.

MR. CHHELAVDA:  Which the evidence is on the cash basis.  To the extent that it's not in what we filed, it wouldn't be difficult for us to provide that information.

MR. ROSIC:  Okay, so should we -- how are we going to deal with this?  Are you going to take an undertaking to show me how you got to the $78 million in pensions, and tie it to this report?

MR. CHHELAVDA:  Yes, we can do that.

MR. ROSIC:  Yes.

MR. SIDLOFSKY:  Okay, we will make that JT2.2.
UNDERTAKING NO. JT2.2:  TO SHOW THE CALCULATION OF THE $78 MILLION IN PENSIONS AND TIE IT TO THE REPORT PROVIDED WITH STAFF IR 206, PART A, ATTACHMENT 1


MR. ROSIC:  Then staying on this report, this is not an actual valuation, correct?  This is some kind of -- and I think you indicated in your previous responses this is some kind of forecast that you ask your actuary to provide you on a periodic basis, correct?  And this informs you of what to expect in the future related to your pension and OPEB costs, but it's not actually a pension -- or a pension or OPEB valuation?

MR. CHHELAVDA:  It's not a valuation.  It's a projection, so is it updates the valuation.

MR. ROSIC:  And this is the latest projection that you have, correct?

MR. CHHELAVDA:  That is correct.

MR. ROSIC:  Okay.  How do OPEB valuations work?  Are they like pension valuations, where you do one every three years?  Or is there some other sort of rule that you have to abide by with respect to those valuations?

MR. CHHELAVDA:  So my understanding is I do not believe there is a rule similar to pensions.  But what you would want to do is you would want to look at doing a valuation when there's sufficient evidence to support that valuation is warranted -- so if you have demographic changes, certain assumptions.

So typically what -- in discussions with our actuaries, they suggested the time horizon to do a refresh or updated valuation is anywhere between 5 to 8 years for an organization.

MR. ROSIC:  That's specifically related to OPEB costs, correct?

MR. CHHELAVDA:  Correct.

MR. ROSIC:  Okay.  So for 2020, I guess you don't even know if you will actually undertake a valuation for that rate year specifically, correct?

MR. CHHELAVDA:  We wouldn't do a valuation for 2020.  If I recall from memory, I believe the last refresh we did on the OPEBs might have been two to three years ago.  So the data' is relatively current, and it takes into account changes that have occurred from demographic point of view, mortality, interest rates, retirement rates, et cetera.

So the data's relatively current, or the assumptions.

MR. ROSIC:  And this specific report is what's informing your amount that you are seeking in the test period related to your OPEBs?

MR. CHHELAVDA:  Well, yes, it is informs what we are seeking, yes.

MR. ROSIC:  Can I reconcile it to the test period amount for OPEBs?  I think you have a table that shows it's -- for some reason, 55 million rings a bell, but ...

MR. CHHELAVDA:  Sorry, what exactly are you trying to reconcile?

MR. ROSIC:  I am trying to get to using this report to get to the OPEB amount that you are seeking in 2020.

MR. CHHELAVDA:  So you probably couldn't do a direct reconciliation to this table for what we are seeking because this is for all of the Hydro One entities.

So then you have to look at the split between Transmission, Distribution, and others, so that does exist.  It is not filed with -- as part of the attachments but that, again, that could be provided.

MR. ROZIC:  So you will provide a table that reconciles to this report and then splits out the total between Distribution and Transmission.

MR. CHHELAVDA:  So what we will do is we will provide the calculation that uses this table as the starting point and then --


MR. ROZIC:  Okay.

MR. CHHELAVDA:  -- what's filed in the application.

MR. ROZIC:  Okay.  That's fair, thank you.  Just on this again, so -- you mentioned this earlier too.  You have a variance account for your pension costs; correct?  The pension differential account, I think it's called?

MR. CHHELAVDA:  That is correct.

MR. ROZIC:  Okay.  And that's basically the -- capturing the difference between what you get approved in rates and what you actually pay with respect to your pension; correct?

MR. CHHELAVDA:  Correct.

MR. ROZIC:  Okay.  Just a question.  Why don't you have a similar account for OPEBs?

MR. SIDLOFSKY:  Sorry, just before you answer that, I am going to mark that undertaking from a moment ago as JT2.3, thanks.
UNDERTAKING NO. JT2.3:  TO PROVIDE AN OPEB AMOUNT SOUGHT FOR 2020 USING THE TABLE AND DATA IN THE APPLICATION

MR. ROZIC:  So back to my question.  You have this for pension.  Why don't you have it for OPEBs?  Inherently aren't they subject to the same volatility risk and things like that, so, I mean, if you have it for pensions why wouldn't you carry a variance account for your OPEBs?

MR. CHHELAVDA:  So for pensions we have -- the differential account will capture the difference between what's forecasted in our rates and our actual.  For OPEB it's a little different.  Pensions, we are covered on a cash basis.  OPEBs, it's on the accrual basis, and there's the accrual costs that we get, and then we then recover a portion through OM&A and a portion subsequent to a year or two ago was capitalized.  So...

MR. ROZIC:  So why wouldn't there be something for the OM&A portion like there is for pensions?  It's the exact same thing, right, except that the recovery methodology is different.  You use cash for your pensions, but again you split that between capital and operating and you use accrual for your OPEBs and you split it between capital and operating, but you have a variance account for pensions but no variance account for OPEBs, but essentially it's the same thing, the same risk, the same volatility, probably, same -- similar assumptions.

MR. CHHELAVDA:  So just help me out.  I am trying to understand what exactly you are trying to clarify in the interrogatory, because I am --


MR. ROZIC:  Well, through the questioning, just -- it just piqued my curiosity that you would have a variance account because -- you know, to pick up variances in your pensions, but you don't have one for your OPEBs.  How volatile are your OPEBs historically compared to what you have been collecting in rates versus what your actual accrual expense is for those particular years?  Is there a need for one, is basically what I am going to.

MR. STERNBERG:  I think, if I may interject, I think he has answered that question.  If you have got a different one -- and obviously we are mindful of the scope of questioning at the technical conference.  But I think the question you just asked is essentially the question he answered a moment ago.

MR. ROZIC:  He answered that question a moment ago?

MR. STERNBERG:  About why there is a difference.

MR. RUBENSTEIN:  Sorry, I didn't catch the difference.  Maybe I -- can you repeat that part then?  Not you, Mr. Sternberg.

MR. STERNBERG:  Well, let's not have him repeat the answer he just gave.  He gave -- he answered it.

MR. RUBENSTEIN:  Well...

MR. ROZIC:  But I was just touching on -- I was expanding on his answer, because he did mention his pension differential account, and it is relevant to the recovery of these costs.

MR. STERNBERG:  I am not sure -- we seem to be going around a bit in circles.  I thought he was explaining, and I am not going to try to describe his whole answer, but that one was cash and one was on an accrual basis, and that's the explanation he gave --


MR. ROZIC:  But it didn't explain why --


MR. STERNBERG:  -- I don't know what your follow-up question is.  If you have a different question, then please ask it.  If not, perhaps we can move on.

MR. ROZIC:  Yeah, my question was why wouldn't there be a variance account for your OPEBs similar to the way you have for your pensions?

MR. CHHELAVDA:  So I think the short answer would be, if you look over the passage of time, our pension costs have been more volatile than OPEB costs.  The OPEB costs have not had that level of volatility.  So typically you would want the variance account when you have is a high level of volatility, and given that OPEBs don't have it, that would support not having a variance account.

MR. ROZIC:  So can you show me that OPEBs haven't had it?  So basically showing me what you collected in rates versus what your actual expense was in a given year?

MR. CHHELAVDA:  So hat would be a pretty detailed calculation, what we collect in rates.  As you know, we capitalize a portion of our OPEBs, so I think what you are asking for is a pretty detailed or involved calculation that would take quite a bit of time to do.

MR. ROZIC:  But you do it for pensions?

MR. CHHELAVDA:  Sorry, I don't -- your last
question --


MR. ROZIC:  You provided something like that in pensions, didn't you?

MR. CHHELAVDA:  If you could direct me to where we provide that.  What we provide for pensions is, umm, what we collect, you know, what we collect, the OM&A portion within rates versus what we pay out, so that we provide.  On the OPEB one, I think what you're asking is significantly different --


MR. ROZIC:  Essentially the same thing:  What's in rates versus actual.  You did that for pensions.  What you paid out is your actual and what's in rates is what's in rates.  The only difference is one's accrual expense and one is cash payments.

MR. CHHELAVDA:  If the ask is to provide details of OPEBs that we collect -- OM&A component of OPEBs that we've collected or paid out, I think that is relatively straightforward.  We could do that.  But if you are asking for a complete picture, that is not a very straightforward calculation to do.

MR. ROZIC:  So you wouldn't be able to show the accrual expense recovered in rates, so what you're saying
-- sorry, the actual accrual expense, OM&A accrual expense, for -- historically for any given year?

MR. CHHELAVDA:  No, that's not what I said.  I said if you're asking for a similar type of, I will say calculation or analysis on the OPEB accrual, OM&A portions, I think that could be done relatively -- relatively straightforward.  If you are asking for total OPEB recovered versus collected, that's a more detailed calculation.

MR. ROZIC:  No, so, yeah, I am looking for -- sorry, maybe I am confused here too.  I am looking for the OM&A in rates versus -- versus actual for the given year for OPEBs.

MR. CHHELAVDA:  Okay.  So I believe my initial comment, you are looking for the OM&A portion, so that we can do.

MR. ROZIC:  Okay.  So I will take a look at that.

MR. SIDLOFSKY:  And we'll number that JT2.4.
UNDERTAKING NO. JT2.4:  TO PROVIDE THE OM&A IN RATES VERSUS ACTUAL FOR THE GIVEN YEAR FOR OPEBS.

MR. ROZIC:  And just on OPEB costs again, sorry, it's similar to my pension question, in that that compensation report that you provided in SEC IR 58 -- and I believe you provide a cash versus accrual table.  I think it's -- one second.  I think it's Table 3 in Exhibit F51.  Again, the interrelationship between those two tables, because the amounts in Table 3 that you provide on an accrual basis wouldn't -- don't agree to line 148 of the table in SEC IR 58.  The same thing as the pensions.  There's some kind of discrepancies there.  I don't know if that's -- if that's a project that's supposed to be like that, and if it is, just let us know why?  I guess you can piggyback off that previous undertaking and do them together.

MR. CHHELAVDA:  So I have pulled up F5, Schedule 1, Table 3.  So I am clear, what exactly is the ask on Table 3?  What amounts are you expecting to reconcile?

MR. ROZIC:  It would be -- sorry, that's paid benefit amounts.  It would be the amount included in rates, but that necessarily won't -- is the table in SEC IR 58 your actual annual expense which in theory won't directly tie to your amount recovered in rates; correct?

MR. CHHELAVDA:  Subject to check, I think that is correct.

MR. ROZIC:  Okay.  If that's the case then you can scratch this question.

Okay.  The next question is OEB Staff 221.  This relates to the US GAAP deferral account related to ASU-2017-07, and essentially in (b), you indicated that the amount in the account is underpinned by your '18 OPEB valuation.  Is that correct?

MR. CHHELAVDA:  I thought you were saying part (b).

MR. ROSIC:  Part (b).

MR. CHHELAVDA:   I don't think it's --


MR. ROSIC:  It says in the OPEB valuation --


MR. CHHELAVDA:  It says the basis is of some of the non-service costs in the OPEB valuation for 2018, yes.

MR. ROSIC:  I am assuming your valuation show as higher number, and then you allocate it between transmission and DX and the transmission piece is 22.5.

MR. CHHELAVDA:  That's correct.

MR. ROSIC:  Can I just see the total number per the valuation?  So whatever valuation report shows that total.

MR. CHHELAVDA:  What we could do is one of the previous undertakings, it would just be we could tack it on to there, because what you have in the responses to Staff 205 where you have the -- I believe it's attachment 1 that gives you all of the OPEB costs for all of the entities, and then you have to do the allocation.

So we could just take it on to one of the previous undertakings.

MR. ROSIC:  Okay.

MR. JODOIN:  What would be helpful -- sorry to jump in here.  Could you explain the benefit of showing the total cost as opposed to just the transmission allocated?

MR. ROSIC:  Just because I am assuming the report shows it on a total cost basis, right.  So you do an allocation between DX and TX that doesn't necessarily agree to the report.  It's the sum of those two that would, right?

MR. JODOIN:  So if I understand, you are essentially just trying to ensure that there is a reconciliation between what we are allocating down to the segments to total costs.

MR. ROSIC:  Exactly.  I just want to make sure something is actually underpinning the total.

MR. CHHELAVDA:  Okay.

MR. SIDLOFSKY:  Sorry, if I can just ask a question of the panel?  You had said that that could be tacked on to an undertaking response.  Which one were you thinking?

MR. CHHELAVDA:  So it's 2.3.

MR. SIDLOFSKY:  Okay, thank you.

MR. ROSIC:  And, sorry, my last question relates to OEB Staff 222.  This IR, essentially it's in relation to the OEB's pension and OPEB report and as part of your application, you're proposing an alternate methodology to a tracking account that was established through that OEB report with respect to your methodology.

And specifically, you indicate that in terms of calculating your forecast accrual amount, one of the components would be your deprecation taken on OPEB costs that have been capitalized from the date of the new pension and OPEB policy, correct?

MR. CHHELAVDA:  Correct.

MR. ROSIC:  So I just want to explore another thing.  So you're only proposing to factor in the depreciation associated with pension OPEBs capitalized from the date of the new policy.

Can you provide -- and you did a calculation that shows that number.  Can you also show me how the carrying charges would be affected, the proposed forecast carrying charges -- and I think you provided a table in this response -- how they would be affected if you instead of using the deprecation associated with OPEBs capitalized from the date of the new policy, you use the depreciation associated with OPEBs that have been capitalized to date.  Does that make sense?

MR. CHHELAVDA:  That is not an easy ask.  I am trying to understand the value of that calculation.  I think I know where you are coming from, but --


MR. ROSIC:  I can explain, if you'd like.

MR. CHHELAVDA:  Yes, that would be helpful.

MR. ROSIC:  Okay.  So I mean the spirit of that OEB pension and OPEB report was to essentially give credit to ratepayers for monies lent, and monies lent is defined by the amount by which you collect in rates for your OPEBs accrual versus your actual cash payments.

I believe that what you're proposing is not exactly everything that you're collecting in rates on an accrual basis in any given year.  And so I am trying to get that number based -- using your proposed alternate methodology, I am trying to come up with that number and that's why I am asking for your depreciation associated with OPEBs that have been capitalized to date.

MR. STERNBERG:  In light of what the witness just said before, why don't we take that one away and consider it.  And if we are prepared to provide the requested information, we will do so.  And if we take the position it's either not reasonably doable or not probative, we will advise you.

MR. ROSIC:  Thank you.

MR. SIDLOFSKY:  That one we will mark as JT2.5.
UNDERTAKING NO. JT2.5:  TO PROVIDE DEPRECIATION ASSOCIATED WITH OPEBS THAT HAVE BEEN CAPITALIZED TO DATE


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

MR. SIDLOFSKY:  Ms. O'Connell?
Examination by Ms. O'Connell:


MS. O'CONNELL:  Good morning, panel.  It was my understanding from panel 1 yesterday, they implied that panel 2 may be able to respond to one of my questions related to OM&A.  And essentially, it relates to IR number -- Staff IR No. 184(c).

So in this 184(c) you talked about your 2019 mechanistic rate application, which is EB-2018-0130.  In your IR response, essentially you said that the impact of that application was that you had to take a 28.8 million notional reduction to your revenue requirements.

Now, I know also in your IR response, you said this would be offset by other items in the revenue requirement. But I am just curious as to why you're saying that it would be a notional 28.8 million reduction, when actually you got an increase in your revenue requirement in this mechanistic proceeding.

MR. JODOIN:  So I think first let's recalibrate on what exactly the $28.8 million is; that's probably a good place to start.

So what that represents is the sustainment 2018 actuals in comparison to the 2019 bridge year forecast embedded within this application.  Do you follow that?  We are on the same page there?

MS. O'CONNELL:  Okay.

MR. JODOIN:  Okay.  And if you could just repeat your question -- or maybe what I can do is help repeat it back, and I will see if I am on the same page as what you are trying to get at.

You are asking from 2018 to 2019 we received a revenue requirement increase through the inflationary application, correct?

MS. O'CONNELL:  Right, yes.

MR. JODOIN:  And you are asking why a $28.8 million reduction in our bridge year constitutes a notional revenue requirement.  Actually, you are trying to reconcile those two items?

MS. O'CONNELL:  Yes.  Why is it a revenue requirement increase, but you are talking about a decrease.

MR. JODOIN:  I think the first thing to recalibrate quickly is that the inflationary application doesn't escalate category-based revenue requirement items.  It escalates the revenue requirement as a whole and the company is, in 2019, making decisions on how to prudently invest OM&A and capital dollars based on our revenue envelopes.  Right?  Are we on the same page?

MS. O'CONNELL:  Yes.

MR. JODOIN:  Okay.  So I think what this statement is essentially trying to say is relative to 2018, very simplistically, our actual spend is forecasted to be $28.8 million lower in the bridge year, knowing that the bridge year OM&A is disconnected from the inflationary application just by the nature of how an inflationary application works.

MS. O'CONNELL:  Okay.  So what is the big offset of this 28.8 million reduction?  So you budgeted less --


MR. JODOIN:  Can you be a little bit more specific when you say big offset?

MS. O'CONNELL:  You are taking reduction in OM&A, notionally.  What's the big notional increase to offset that, that would generate the overall inflationary increase in your revenue requirement?

MR. JODOIN:  To be honest, I am not sure I understand the question.  I think what's important again to recognize is that the inflationary application doesn't increase at the category level, it's a revenue-requirement increase, and the company is investing in capital and OM&A to manage the business needs.  And to be honest, I think it's important to note that, if we can call up the transmission business plan that was derived for the 2019 budget year -- and if you just bear with me for one second while I pull up the reference.  It's Exhibit A, tab 3, Schedule 1, attachment 1.  And within that piece of evidence I want to draw our attention to page 24.  It's actually page 22 of the file but page 24 of the actual attachment.

This table outlines the board of director approved business plan for transmission.  What you will note is an achieved ROE of 8.46 percent in 2019.  And what's important to realize is -- and I am only drawing this up -- is your reference to the "big offset".  In fact, our board and management derived a plan that is achieving an ROE less than that is what is allowed by the OEB.

So despite the reductions in OM&A relative to our actuals we are not achieving what we otherwise would have achieved through a cost of service or a custom incentive rate application where you are rebasing in the 2019 year.

So the whole point here is the notion of the "big offset" I don't think is fairly accurate in this case.

MS. O'CONNELL:  Okay, thank you.  If I could direct you to Staff IR 139(d).  So this IR deals with overhead capitalization rates.  Okay?  So essentially I asked for you to -- you provided a table in your pre-filed evidence for 2019 to 2022 overhead capitalization rates, and in the IR I asked you to provide historical overhead capitalization rates, as well as OEB-approved.

So can you explain why you didn't answer this question?  Sorry, you did provide a response which directed me to overhead -- Appendix 2(d) overhead.  But that didn't have a -- that didn't include your overhead capitalization rates.

MR. JODOIN:  Sorry, can you just point us specifically where in the IR we didn't answer?  It would just be easier for us to reconcile with the real number.

MS. O'CONNELL:  Sure.  So I asked you specifically for the overhead capitalization rates.  In your IR you referred to Exhibit C, tab 8, Schedule 2, attachment 2, okay, which is otherwise known as Appendix 2(d), overhead expense.  Okay?  So if you call up that pre-filed evidence, if you want to look at that right now on the screen.  Right there.

So that's what you said to satisfy my question.  But the actual overhead capitalization rates that you have in Table 1 of your pre-filed evidence in Exhibit C do not correspond.

MR. JODOIN:  Sure, so let me -- again, I will repeat this back.  So we responded by providing the actual capitalization of overhead dollars, and we directed you to that, but in fact what you were looking for is the -- what we -- from a rate perspective what we would have ended up capitalizing; correct?  That's --


MS. O'CONNELL:  Well, basically, it's my understanding that the methodology used in overhead capitalization rates in your pre-filed evidence, so Exhibit C, tab 8, Schedule 2, Table 1, so Exhibit C, tab 8, Schedule 2, Table 1, that has a different calculation of overhead capitalization rates versus that in your Appendix 2D.

So -- right.  Because that deals with -- primarily deals with capitalized costs as a denominator, whereas Appendix 2D uses OM&A as a denominator.

So I am asking you if you could undertake an undertaking to provide the actual 2015-2018 overhead capitalization rates, as well as your 2015, '16, '17, '18
-- 2015, 2016, 2017, 2018 OEB-approved capitalization rates.

MR. CHHELAVDA:  Just so we understand, if you look at the table that's on the screen on Table 1 in the pre-filed evidence, what you're asking for is the total line item, so total overhead capitalized just for '15, '16, '17, '18, correct?

MS. O'CONNELL:  Yeah, I would like you to insert columns for historical '15, '16, '17, '18, as well as OEB-approved for those four years as well, so an additional eight columns.

MR. CHHELAVDA:  Yeah, we can do that.

MS. O'CONNELL:  Okay, thank you.

MR. SIDLOFSKY:  It will be JT2.6.
UNDERTAKING NO. JT2.6:  TO PROVIDE THE HISTORICAL AND OEB-APPROVED OVERHEAD CAPITALIZATION RATES FOR  2015, 2016, 2017, 2018.

MS. O'CONNELL:  Okay.  My next question is regarding Staff 181.  So in this IR I was talking about the 2 percent rate that you used for budgeting purposes.  I note that in your pre-filed evidence you included OM&A amounts for 2020, 2021, and 2022, but not 2023 and 2024.  In this IR response --


MR. JODOIN:  Sorry, just before -- I apologize for interrupting.  I just want to -- did you say we provided OM&A amounts for 2021 and 2022?  Is that what I heard?

MS. O'CONNELL:  Yes.

MR. JODOIN:  That's not correct.  We provided the OM&A as per the rebasing year, and 2021 and 2022 we would have provided the revenue requirement per the CIR formula.

MS. O'CONNELL:  No.  You provided 2021 and 2022 at Exhibit A, tab 4, Schedule 1.  Do you want to call up Exhibit A, tab 4, Schedule 1, Table 2?

MR. JODOIN:  Just to be clear, that is -- we are saying the same thing, just in a slightly different way, that's all.

MS. O'CONNELL:  Okay, okay.

MR. JODOIN:  Yeah.

MS. O'CONNELL:  Okay.  So what you said there, bottom line is that -- that you're requesting a 2020 OM&A amount of 375.8 million.  However, you said that if the OEB-approved 2018 was escalated by 1.5 percent, you would -- a higher number 2020 OM&A of 406.2 million would be generated.  Okay?  So that's what you said in your IR response.

So I just wanted to ask you just an overall general question.  So given the lower levels of OM&A in this application, is there a possibility of the OM&A being increased significantly in your next application for 2023 rates?

MR. JODOIN:  I think -- I am not going to speculate on what the next application looks like.  Previously I called up the transmission business plan, and that's -- the three-year period is what our board of directors approved.  What I can say is that there is a heavy focus on productivity initiatives within the company.  We are always looking at ways to do things better.  There's a corporate cost exercise that we went through last year that has been built into this application.  The company's constantly trying to keep OM&A levels low to consider rate impacts for customers.  I can't specifically comment on what exactly our OM&A is going to look like at that next application. But what I can say is we are taking every action to drive out productivity improvements to keep that number low.

MS. O'CONNELL:  Okay, and could you also provide a statement as a clarification whether the -- we have seen a lot of increased amounts capitalized in this proceeding.  Do you think that in your next application, it would be repeated, reversed or maintained?

MR. JODOIN:  When you say capitalized, are you referring to the capital work program embedded in this application?

MS. O'CONNELL:  Yes, because basically what you said that your capitalized amounts have been increasing for --although the capitalization rate has decreased, your capitalized amounts has increased due to the overall work program, right?  You are capitalizing more and more amounts?

MR. JODOIN:  Right.  So you are referring to the overhead capitalization, so the amount of corporate costs that are capitalized through the overhead process.

MS. O'CONNELL:  Yes.  So basically my question is do you intend to repeat, reverse, or maintain that going forward?

MR. STERNBERG:  Counsel, sorry to interject.  Frankly, I am struggling with the relevance of this.  Is there some particular relevance you say this question has?  Because it sounds like it's all about a future application that's not obviously before the Board at this point.

So what do you say the relevance is, if any, to this question?

MS. O'CONNELL:  I guess I am trying to get a feeling as to what the strategy is, the overall strategy, and seeing where you're headed going forward, and seeing what could possibly be an impact on ratepayers in a future proceeding.

Although I take your point that it not directly related to this proceeding, but I just wanted to see an overall strategic -- strategic question.

MR. STERNBERG:  I think, to the specific question you've just asked which is only about a future application, the witness has already told you he can't speculate in general about any future application years down the road.  So on that particular question, we are going to refuse.

If you have got questions along these lines that are about the evidence in this application, and the decisions that were made, and the IR responses that have been provided that are relevant, then we can consider those questions.

MS. O'CONNELL:  Okay, thank you.  My next question is regarding Staff 171.  I asked you to update appendix 2L for OEB-approved FTEs for 2017 and '18 and you said the OEB -- in your response, you said the OEB approves the funding envelope, but not specific FTEs.

I am just curious.  When the OEB does approve envelopes, do you do an exercise to quantify the FTE levels resulting from the compensation amounts approved by the OEB?

MR. JODOIN:  I think in the immediate assessment of a decision shortly thereafter, as we're quantifying the revenue requirement, that level of detail is not completed just in the time it takes to actually run through a decision rate order.

However, depending on -- it really does depend on the timing of when we receive a decision, which has fluctuated over the past few decisions at the point in the year.  But what I can say is that typically that level of granularity would be encompassed in the next business planning process and investment planning process that kicks off post whenever that decision is rendered.

MS. O'CONNELL:  Okay.  So I guess what you are saying is that it would be possible to update appendix 2L, then?

MS. LILA:  I think in response to your question around fluctuations in FTE following a rate order, we certainly have, as we have commented in our evidence, a flexible workforce that allows us to fluctuate and an on-board and off-board staff, according to decisions that are made.

So that's how we flex our workforce in order to allow us that kind of flexibility to adjust our head count requirements based off of decisions that we receive.

MS. O'CONNELL:  But you just said that your business plan incorporates the OEB-approved FTEs.  So that's why I am asking you if you can update the appendix 2L.

MR. JODOIN:  Just to clarify, I didn't specifically say that the business planning process incorporates OEB-approved FTEs, because I think we stand by our original response in that the OEB doesn't approve FTEs; the approval isn't that granular.

With that being said, we do go through a business planning process and, as my colleague just mentioned, depending on the investments that are being made in that business plan, we leverage the staff that are in-house as well as a flexible workforce to execute the work consistent with the envelopes that are approved from a dollar perspective in an OEB decision.

MS. O'CONNELL:  Okay, thank you.  My next question is regarding Staff 196.  So in Staff 196, you talked about the differences in FTEs between 2017 and 2018, as well as provided a table -- you referenced a table -- yes, there it is right there -- FTE change from 2019 to 2022.

I am just wondering would it be possible to update this table with an extra column for 2020?

MS. LILA:  Yes, we can do that.

MS. O'CONNELL:  Great, thank you.

MR. SIDLOFSKY:  That will be JT2.7.
UNDERTAKING NO. JT2.7:  (A) TO UPDATE THE STAFF IR 196 TABLE SHOWING FTE CHANGE FROM 2019 TO 202, TO INCLUDE 2020; (B) TO QUANTIFY THE IMPACTS ON THE 2020 TEST YEAR REQUIREMENTS FOR OM&A AND CAPITAL; (C) TO EXPLAIN THE CHANGES IN TRANSMISSION FTES IN THE TRANSMISSION WORK PROGRAM ROW OF THE SAME TABLE


MS. O'CONNELL:  And then as well, would you be able to quantify the impacts on the 2020 test year requirements for both OM&A and capital relating from the change in FTEs from 2018 to 2020?

MS. LILA:  We can undertake to provide that as part of the same undertaking, on a best-efforts basis.

MS. O'CONNELL:  Okay, thank you.  Thank you.  So is that will be undertaking.  No -- it's revenue requirement; it's not the same thing.

MS. LILA:  I think we said under the same undertaking relative to the same table.

MS. O'CONNELL:  Okay, sorry, my mistake.

MR. SIDLOFSKY:  So is that will be part of JT2.7.

MS. LILA:  Correct.

MS. O'CONNELL:  Right, thank you.  I just have one final question on this table.  I note that the Transmission FTEs, so the row that says Transmission work program, has 200 FTEs in 2019, and then a reduction of 165 in 2022.

Could you explain those movements?

MS. LILA:  Panel 1 would have been best able to provide the detailed rationale as to why those specific movements are occurring.  We can speak to the process as to how we manage head count, as well as our business planning process.  Therefore, I think it's best to take an undertaking to provide that explanation.

MS. O'CONNELL:  Great, thank you.

MR. SIDLOFSKY:  That will be JT2.8.

MS. LILA:  If it's easier, because it's relative to the same table and information, we can provide that as part of the previous undertaking.

MS. O'CONNELL:  Sure, that's fine.

MS. LILA:  So that will be all part of 2.7.

MS. O'CONNELL:  That's fine.

MR. SIDLOFSKY:  Thank you.

MS. O'CONNELL:  So my next question is regarding the spreadsheet that I handed out today called Table 1.  The spreadsheet, the one-page document I handed out today called "Table 1, unexplained differences in Hydro One DX compensation; Table 2, unexplained differences in Hydro One FTEs for both TX and DX.

So can I mark this -- Jamie, can you mark this as an exhibit, please?

MR. SIDLOFSKY:  Mark that as KT2.1.
EXHIBIT NO. KT2.1:  SPREADSHEET PROVIDED BY MS. O'CONNELL SHOWING TWO TABLES

MS. O'CONNELL:  Okay.  So, you know, I understand that the DX -- the Distribution proceeding is distribution, it's a separate proceeding.  However, I note that both DX and TX are both regulated arms of Hydro One Networks, and I believe it would be logical to assume that any compensation policies from a DX proceeding would also inform and be relevant to a TX proceeding.  So I just wanted to couch my exhibit with that clarification.

So Table 1 talks about unexplained differences in Hydro One DX compensation.  So basically, this table shows 2019 to 2022.  The first line is the compensation that you provided in this proceeding response to SEC IR 58, and the second line relates to compensation that was filed in your DX proceeding, and I have included the reference.

So I understand also in IR 172 you also talked about changes -- differences between DX and TX proceedings may be different due to underlying business plans.

So my questions are, one, can you explain the unexplained differences in Table 1?  And, two, why are the business plans so different to generate these big discrepancies?

MR. STERNBERG:  I assume these are -- since this handout was provided this morning you are asking for an undertaking in respect of this one?

MS. O'CONNELL:  Actually, I e-mailed it to you last Friday.  Martin Davies e-mailed it to us.  It was the third tab in the spreadsheet.

MR. STERNBERG:  Okay.  So the other document is the new one from this morning, the other spreadsheet --


MS. O'CONNELL:  Yes, the other one, yeah.

MR. STERNBERG:  So we are going to -- in any event, I think we will -- this is one we will take away and consider in part since you're referring to evidence from another proceeding and asking a question at least in part about the Distribution compensation.

So we'll consider your request, and if we are prepared to provide the answer, if we agree it's probative, we will do that, and --


MS. O'CONNELL:  That's great.

MR. STERNBERG:  -- if not we will advise.

MS. O'CONNELL:  Okay that's great.  So if you could -- if I can have an undertaking to explain the unexplained differences in both Table 1 and Table 2 of Exhibit KT2.1.

MR. SIDLOFSKY:  And we will mark that as JT2.8.
UNDERTAKING NO. JT2.8:  TO EXPLAIN THE UNEXPLAINED DIFFERENCES IN TABLE 1 AND TABLE 2 OF EXHIBIT KT2.1.

MR. STERNBERG:  Yes, on the basis I just indicated.

MR. SIDLOFSKY:  No, that's right.  If you can't answer it you will let us know why.

MS. O'CONNELL:  Okay.  My next question is regarding contract staff.  So IR No. 194, Staff 194, and AMPCO IR No. 72 are relevant.  In Staff IR 194, essentially you provided 2016, '17, '18 amounts, which is great.  In AMPCO 72, AMPCO also asked for 2019 to '22 forecast amounts.  In the end, you did provide historical to 2018.  However, you did not provide 2019 to '22, as you stated that this spend is not available.

So could you please clarify why this contract spend for 2019 to '22 is not available, as it is likely that a budget amount is rolled into your 2020 revenue requirement?

MR. BERARDI:  We can provide year-to-date actuals for 2019 at Q2, our June 30th, 2019.  However, providing a full-year forecast for 2019 and a detailed forecast at this level, we do not have that available.

MS. O'CONNELL:  So are you saying, then, that no amounts are rolled into the 2020 revenue requirement related to contract staff?

MR. JODOIN:  I think the response is that the plans aren't derived at that level of granularity from a contract staff perspective in the investment and business planning processes at Hydro One.  That's not to say that in some cases investing, coming up with plans for assets or capital expenditures, in some cases they will look at historical spending patterns, but again it's -- the level of granularity from a contractor perspective is just not available in those planning processes.

MS. O'CONNELL:  So I am just a bit confused then.  So are you saying that no amount, then, is rolled into the 2020 revenue requirement?

MR. JODOIN:  It's not what we are saying.  What we are saying is it's just not at that detail.  As we derive investment and business planning processes the planning and executing lines of business will execute to the investments that are embedded in their plans, and that may include some element of contract spend.

MS. O'CONNELL:  Okay.  So are you able to quantify -- are you able to quantify what the amounts would be if amounts paid to contract staff were instead paid to employees of Hydro One and rolled into the FTE count?  Quantify the impact on the revenue requirement, the 2020 revenue requirement?

MS. LILA:  I think your question is asking us to compare the compensation cost for a contractor relative to a regular FTE, which are not equal comparisons, and it wouldn't be easy for us to undertake an exercise to that degree; it wouldn't make sense.  There are different structures of compensation and methodologies involved.

Generally speaking, a contractor does not have all of the associated labour burdens, so they would be more cost effective in that regard and often are used on a project basis.

MS. O'CONNELL:  Okay, thank you.  And then my last question regarding this IR -- thank you for providing that table, 2016, '17, '18.  Can you just explain the big swings, so 2016 to 2017, that's that table provided -- yes, right there.

It decreased from 2016-2017, and then there was an uptick from 2017, 2018.  So a 27 percent decrease and then a 16 percent increase.

MR. BERARDI:  The actuals represent costs that we charge out to projects.  Most of these costs are due to staff augmentation.  So year over year, we may have increased volume in projects where we use contract staff for the execution of those projects.

MS. O'CONNELL:  Okay, great.  And then I just regarding the -- just generally your labour pool.  Are you expecting any significant shifts between 2018 actual and the test year?

MS. LILA:  Can you please clarify what you mean by labour pool?

MS. O'CONNELL:  Okay.  So I am just referencing Staff 198.  So essentially you say that you have resource flexibility by utilizing a variety of labour resources including regular, temporary, PWU hiring hall, casual building trades, et cetera.

So I am just curious if you're expecting any significant shifts between these different classes between 2018 and 2020.

MS. LILA:  So if we could call up Exhibit F, tab 4, schedule 1, page 13, table 2, this speaks to the fluctuations in our FTE between the various levers that we are pulling with respect to resource flexibility.

So it speaks to changes in regular, casual workforce, as well as temporary employee usage.

MS. O'CONNELL:  Okay.  So it seems like there are kind of sizable shifts, then.  It seems like a large uptick in regular and a down-tick in casual, in temporary.

So I know that the uptick in between 2018 and 2020 may be due to the -- oh, no, repatriation of the customer care centre was in 2018, right.

MS. LILA:  That's correct, it was in 2018.  And just to note this table reflects both Transmission and Distribution.

MS. O'CONNELL:  Right, okay.  I will get to that question in more detail later.  Actually, okay, my next question is regarding SEC IR No. 55(a).

So my first question is -- so what this IR does is essentially that table at the bottom there summarizes the estimated dollar difference if Hydro One TX was to bring its compensation to market median, so the 2020 amount there of 38.6 million.

So essentially, it's my understanding that this is the impact on the 2020 test year if the compensation was to be brought to market median.  Can you confirm that's for the TX business only, the 38.6 million?

MS. LILA:  That is correct.

MS. O'CONNELL:  Okay, thank you.  And then if you scroll down -- keep going down.  Okay, that table at the bottom there, the first line is 10.1 million.

So can you confirm that that 10.1 million is the OM&A component of the 38.6 million?

MR. JODOIN:  Confirmed.

MS. O'CONNELL:  Could you provide a high level description as to how that 10.1 million was derived?

MR. JODOIN:  The way we derived this figure and -- sorry, just if you could bear with me for one second?

The way we derived the OM&A and capital split is consistent with the output of the Black & Veatch methodologies that are embedded within this application, and it's consistent with how we've quantified it in past proceedings.

MS. O'CONNELL:  Okay, thank you.  So it's my understanding also that you're saying that -- in that table there at the bottom of that page, you're saying that the sum of that 5.5 million, 2.4 million, 1.5 million and .1 million is 9.6 million.

Can you confirm that you're saying that's already -- those increases are already reflected in the 2020 test year requirement?

MR. JODOIN:  Yes.

MS. O'CONNELL:  Okay, thank you.  So you're saying that the 38 -- it's a $38.6 million amount allocated to Transmission business; so 10.1 million relates to OM&A.  So what are you doing for the 28.5 million that's allocated to capital?  So is that's the delta between the 38.6 and the 10.1.

MR. JODOIN:  When you say what are we doing, can you just clarify what you mean by that?

MS. O'CONNELL:  Sure.  So thank you for providing this analysis of the impact of bringing this compensation to the market median on your OM&A.  So that's the 10.1 million there, okay.  That's the OM&A component --


MR. JODOIN:  Sure.  I think I understand the question now.

MS. O'CONNELL:  So, yes.

MR. JODOIN:  We can produce an equivalent table that would show the capital reductions, as each of those line items that we have quantified here would have capital portions as well.

MS. O'CONNELL:  Okay, great.  And then also if you could clarify whether or not these items are incorporated into the 2020 test year requirement or not.  And if not, provide an explanation.

MR. JODOIN:  I can confirm that now and that they would be, yes.

MS. O'CONNELL:  Okay, thank you, yes.  So if I can have an undertaking, please.

MR. SIDLOFSKY:  That will be JT2.9.
UNDERTAKING NO. JT2.9:  TO PRODUCE A TABLE SIMILAR TO THE ONE AT SEC IR NO. 55(A) TO SHOW CAPITAL REDUCTIONS


MS. O'CONNELL:  Back to that table at the bottom there, what you are saying there is, in your view, only half a million dollars, your .5 million, would need -- further reduce the 2020 revenue requirement?

MR. JODOIN:  That's correct.  And that is consistent with the treatment and outcome of the Distribution 2018-to-2022 OEB decision.

MS. O'CONNELL:  Okay, great.  Okay.  And then if you just scroll up, scroll up, scroll up.  Sorry, scroll down.  Scroll down.  Okay, that -- sorry, that first bullet point on that page 3.  I think you mean to say 38.6 million instead of 36.8 million; can you please confirm?

MR. JODOIN:  Agreed, confirmed.  Yeah.

MS. O'CONNELL:  Okay, thank you.  Okay, could you just also state if there have been any further compensation reductions that are incorporated in the 2020 test-year revenue requirement from the April 4, 2018 Mercer study that are not part of the 9.6 million?

MS. LILA:  Not to our knowledge.

MS. O'CONNELL:  Okay, thank you.  Is there anything in that Mercer study that they recommended be reduced that you didn't reduce?

MS. LILA:  The Mercer study doesn't have specific recommendations embedded within it.  It is a study on compensation relative to market.  It doesn't specifically have recommendations.  It has findings, but it doesn't have any particular recommendations for us to reference.

MS. O'CONNELL:  Okay, because I know the Towers Watson one does have recommendations.

MS. LILA:  That is correct.  It is a different study.  It has recommendations embedded.

MS. O'CONNELL:  Okay.  Well, the findings of the Mercer, are there any findings that you haven't acted upon that were in the findings that would affect the 2020 test-year compensation?

MS. LILA:  We can call up the Mercer study itself.  The study is -- just bear with me.  I will find the reference.  Exhibit F, Schedule 4, tab 1, attachment 2, and the findings are from page 15 to 16, and in the findings essentially it summarizes the findings of the study relative to market, as well as comments on the factors that drive this.  So it doesn't really provide for recommendations for us to adopt.

MS. O'CONNELL:  Okay, thank you.

MR. STERNBERG:  Can I just ask for a quick time check?  I think the time estimate was for an hour for OEB Staff.  We are at about an hour and a half mark.  Do you know where you are at?

MS. O'CONNELL:  I am almost there.  I am almost there.  All right?

MR. STERNBERG:  Thanks.

MS. O'CONNELL:  If we could call up the spreadsheet that I gave a hard copy to participants today and I also e-mailed it to regulatory at Hydro One.  So if you look at the spreadsheet, so row 111, Transmission compensation, and row 166, Transmission FTEs.  You'll note that the Transmission FTEs are increasing by 4.2 percent per annum over the four-year period, 2018 versus 2022, as well over the period 2018 to 2020 the amount per annum is 6.3 percent over two years.  So it's 4.2 percent over four years and 6.3 percent change over two years.  So that's a big uptick in the Transmission compensation OM&A.

In the FTEs, however, if you go to row 166, there is a 2.2 percent change per annum, 2018 versus 2022, and 5.2 percent, 2018 versus 2020.

So you will note that there are big upswings in compensation for both TX and DX when compared to the increase in FTEs.  So I just have two questions related to this observation that I am just describing.

One, why is compensation increasing at a rate faster than inflation, which is approximately 2 percent?  And, two, why is compensation increasing at a faster rate than FTEs?

MS. LILA:  Given the table is referencing a number of reference points, I think it's best for us to take an undertaking on this point to help provide an explanation to your two questions.

MR. SIDLOFSKY:  Thank you, we will mark that as JT2.10.
UNDERTAKING NO. JT2.10:  TO ADVISE WHY COMPENSATION IS INCREASING AT A RATE FASTER THAN INFLATION; (B) TO ADVISE WHY COMPENSATION IS INCREASING AT A FASTER RATE THAN FTES; (C) TO EXPLAIN WHY TX COMPENSATION FTES ARE INCREASING AT A HIGHER RATE THAN DISTRIBUTION COMPENSATION AND FTES

MS. O'CONNELL:  Okay, thank you.  As well, if you could also explain why TX compensation and FTEs are increasing at a higher rate than DX compensation and FTEs, if you could also incorporate that into your undertaking, please, as well?

MR. JODOIN:  It would be helpful if you could just provide just for our assistance in potentially answering why -- what you are trying to gain from comparing to Distribution.

MS. O'CONNELL:  Okay, I guess it goes back to what I said in a preamble to one of my previous questions, that DX and TX are both regulated arms of Hydro One Networks, so it would be logical to assume that the compensation policies and practices and output compensation of one arm would be related to another arm, so DX and TX.

MS. LILA:  In that regard, you're correct.  Our compensation programs are consistent for all of our different represented and non-represented populations across Transmission and Distribution.

We will take an undertaking, as part of the same undertaking, to explain.

However, I do believe it's simply a mathematical explanation that the numbers are starting at a lower point and ending at a higher point, relative to the Transmission and Distribution cost allocations.  But we will include that in our explanation of the undertaking.

MS. O'CONNELL:  Okay, that's fine.

MR. STERNBERG:  I would also just note for the record that I think part of your summary of what you just said we would take the position is irrelevant in this proceeding.  But in any event, you've gotten the undertaking to provide the response as described.

MS. O'CONNELL:  Okay, thank you.  And just to clarify, I'd like you to provide answers for the delta 2018 versus 2022, and as well 2018 and 2020.  Thank you.

My next question is in regards to lines 191 and 196 of this spreadsheet.  So you'll see in cell G191, there is an amount allocated to Transmission capital of 69.6 million -- 69.6 percent in 2018, and that jumps up to 76.3 percent in 2022, and 73.8 percent in 2020.

However, when you look at the DX amounts, it's 49.1 percent in 2018, 56.4 percent in 2020, and 60.7 percent in 2022.

So I have just two questions.  One, why are the percentages increasing so much between 2018 to 2020 and 2022 for both TX and DX.  That's my first question.

And my second question is why are the amounts much higher for TX, the percent capitalized, than DX.

MR. STERNBERG:  I assume you are asking for these by way of undertaking, given the document you are asking about.

MS. O'CONNELL:  Okay, thank you.  Yes, please.

MR. STERNBERG:  So we will take that back and if we agree it can reasonably be responded to and it's probative, we will respond.  Otherwise, we will advise you.

MR. JODOIN:  Rather than over -- the TX part of the question, I think I can take a crack at answering now.  I agree completely on the secondary DX part.

I think -- I mean ultimately, we are talking about the nature of the investments of the work program, right.  So you can see it in the application and we have called it up a couple times, the OM&A that we talked about at the beginning of your line of questioning, that's relatively flat over the custom incentive term and the capital work program that has increased for Transmission upwards of $1.3 billion, I believe, by the end of the plan term.

So, you know, the increase from '18 to 2022 between capital and OM&A for Transmission is work execution.  That's how work is going to be planned to be done, and hence the labour that's spent on that work is coming through compensation.  And that's why it shows up in this table as increasing in CAPEX and decreasing in OM&A.

MS. O'CONNELL:  So bottom line, you are saying it's because the underlying capital expenditures are growing so much, that's why the percentage is increasing over the 2018, 2020 --


MR. JODOIN:  Slight clarification.  I think the better way to look at it is compensation happens first and then it is charged to projects, or programs, or OM&A expenditures as they are expensed.  And as like I said, as you can see in the application, we have a generally flat OM&A work program and a capital program that's growing.

So yes to your question, but just slightly caveat that it's best to look at compensation first and then look at the execution.

MS. O'CONNELL:  Thank you.  Then I just have -- I'd like to direct you to line 205 of the spreadsheet -- sorry, about that.  Line 149 of the spreadsheet, lines 149 and line 153, okay.

So you see in the columns -- so line 149 and 153, the percentages for TX, the pension OPEB burdens for TX are -- you'll note that they are upticking quite a bit.  For example, per annum on a per annum basis in column N, 1.8 percent for TX and over the 2018 to '22 period and .9 percent over the 2018 versus the 2020 period.

However, line 153, columns N, M, P and Q show a decrease.  So I am just hoping you could explain to me why line 149 has upticks and line 153 has downticks.

MR. JODOIN:  I think -- sorry for the delay.  I think what we are seeing here is again we're yielding back to work execution, right.  So as work programs change between the Transmission and Distribution businesses, there are elements of allocations that will occur.

So what this likely is is just an increase in the Transmission work program relative to the Distribution work program.  And if I just recall what I described earlier about starting with compensation, you start with compensation and then you look at the executing work, what's actually happening in the business, whether it's capital, OM&A, or Transmission or Distribution; we look at all of that.

And as work program yields one way verses the other, you will see the change in how these costs are allocated correspond accordingly.

MS. O'CONNELL:  Could you undertake an undertaking just to confirm?

MR. STERNBERG:  I am unclear what's being asked.  What's the question?  To confirm what?

MS. O'CONNELL:  Okay.  I will just take your explanation at face value, then.

My next question also has to do with the pension and burdens.  In IR 165 -- call up IR 165 -- so that second paragraph there, historical actuals for IT management, blah blah blah.  So in the last sentence of that quote, the second paragraphs, Hydro One attributes this decreasing trend to updated actuarial pension valuation, which reduced operating expenses across the company.

So you are saying there that there is a decrease in costs, okay.  So can you go back and explain why line 149 of the spreadsheet shows uptick in costs for pension and OPEB?

MR. JODOIN:  I just think the IR that's in question and the logic given is probably applicable -- or applicable for that specific group.  It's not indicative necessarily of every other cost centre in the company.

MS. O'CONNELL:  So what you are saying --


MR. JODOIN:  Sorry, just to be clear, my colleague is showing here the costs are going down over that time frame per row 149 of the compensation table that you handed out, and that's also filed.

So, sorry, I guess maybe if you could clarify your question, because what we are seeing here is cost decreases as well as a variance explanation that's speaking to a cost decrease.

MS. O'CONNELL:  Okay.  So your sentence says that the actual pension valuation reduced operating expenses for the company.  But line 149 of the spreadsheet shows an increase.

MR. STERNBERG:  Sorry, I think what the witness
said -- can you be specific on what increase -- which part of row --


MS. O'CONNELL:  Sure, sure, sure --


MR. STERNBERG:  -- 149, what years --


MS. O'CONNELL:  -- so cell N149, an increase of 1.8 percent for the 2018 to 2022 period and increase of .9 percent on the 2018 to 2020 period.  So I am trying to reconcile the numbers in columns M, N, P and Q, row 149, to your statement that the pension valuation reduced operating expenses across the company.

MR. JODOIN:  I think -- well, the first part is the interrogatory -- is it -- I believe it's referencing 2018 and 2019.  I think the other part of this is there's no one on this panel, I believe, that's accountable for this specific interrogatory.  That's the other slight issue here, and why we are probably struggling with some of the wording.

But again, I think what we are seeing from the comp table, the years that you're questioning is not consistent with the interrogatory response here.  Please feel free to correct me if I am wrong, but that's how I am interpreting it.

MS. O'CONNELL:  Okay.  So what you are saying is that there -- even though you made a statement that the amounts have decreased across the company, that -- I guess I am just struggling why there's an uptick in row 149 and why you say there's an overall decrease.

MR. STERNBERG:  I think to assist, I think the witness has said the IR response is speaking to '18 to '19, and in '18 to '19 there's not an uptick in line 149.  You keep saying there is an uptick, but you are not referring --


MS. O'CONNELL:  No, sorry --


MR. STERNBERG:  -- to those years that the witness has told you.

MS. O'CONNELL:  -- I am comparing -- I am comparing 2022 to 2018.

MR. JODOIN:  You are, but the IR response is speaking to the decrease from 2018 to 2019, and if you refer to the compensation table you can see a decrease from 2018 to 2019, so apples to apples it's consistent.

MS. O'CONNELL:  Okay.  I just have one more question regarding this spreadsheet and then one additional question.  So we will break after I ask this spreadsheet question and -- no?  Oh, sorry, sorry.  Okay.

My last questions are regarding rows 205 and 214.  So in rows 205 and 214, columns M and N and P and Q, you will notice big upticks in total burdens.  So the total burdens, from what I understand from an answer to an Energy Probe IR is that these burdens include things incremental to pension and OM&A, pension and OPEB, such as vacation time.

So I am just curious, could you please explain the upticks in total burdens for both -- primarily for TX and also DX.  So the amounts per annum in columns N and Q on rows 205 and 214?

MR. JODOIN:  I think it's also important to consider that the changes in FTEs are considered in these numbers as well to total view.  So it would include the total cost of an employee by year and their specific burden, so it would change -- it would include the changes in burdens but also the changes in FTEs.  It's part of the reason why you would see an increase.

Also, I am still struggling -- just, the comparison to Distribution, I am just not -- I am not quite there in understanding how that's going to add any value in this.

MS. O'CONNELL:  Okay.  But row 205 you are just saying the uptick is due to increased FTEs?

MR. JODOIN:  Part of it.

MS. O'CONNELL:  And what's the other part due to?

MR. JODOIN:  The rest reconciling -- we don't have the data with us right now.

MS. O'CONNELL:  Okay.  Could you have an undertaking to undertake this, please?

MR. STERNBERG:  Based on the witness's last response we will take that away, and if we -- if it's reasonably doable and probative we will provide the response, but if we take a different position we will advise.

MS. O'CONNELL:  Okay, thank you.

MR. SIDLOFSKY:  It will be JT2.11.
UNDERTAKING NO. JT2.11:  TO EXPLAIN THE UPTICKS IN TOTAL BURDENS FOR BOTH TX AND DX.

MS. O'CONNELL:  I just have two final questions regarding customer care.

So IR No. 188, I know it's for the panel customer engagement, Spencer Gill, but I think that you probably would be able to answer these questions.  So number 188.  So you talked about an increase of customer care, 2018 versus 20 -- sorry, 2018 plan versus actual.  And you said the change is due to the fact that corporate -- a component on corporate affairs was reclassed to customer care.

Can you confirm that that's also -- explains the big increase of 2018 versus 2020 of 3.6 million to 7.5 million?  So can you confirm the increase for 2018 versus 2020?

MR. JODOIN:  It would be most efficient to ask this to the customer panel --


MS. O'CONNELL:   Okay.  Okay.

MR. JODOIN:  -- Spencer will be there, yes.

MS. O'CONNELL:  Okay.  Okay.  Then I'm done then.  Thank you.

MR. SIDLOFSKY:  Okay.  What I would suggest, seeing as we started at 9:00 and it's now almost 11:00, is that we take our morning break now, and then we will move on to Mr. Stephenson with the Power Workers' Union.  15 minutes, thank you.
--- Recess taken at 11:00 a.m.
--- On resuming at 11:21 a.m.

MR. SIDLOFSKY:  Okay, we're back after the morning break and we are going to continue with the Power Workers.  Mr. Stephenson?
Examination by Mr. Stephenson:


MR. STEPHENSON:  Good morning, thank you.  My name is Richard Stephenson, and I am counsel for the Power Workers.  Good morning, panel.

Can I just start with this big spreadsheet we got this morning, which I think is SEC 58.  And I just wanted to clarify something on here.

On the first page, line 26, is the an item, shareholder allocated unrepresented, which are dollar amounts.  Those are the amounts, at least for the test years, that have been excluded by virtue of the legislation, right?  That's what we are talking about there?

MR. JODOIN:  Those would be included in there, among other shareholder allocations.  So for example --


MR. STEPHENSON:  Unregulated.

MR. JODOIN:  Yes, exactly, like the investor relations function and items like that.

MR. STEPHENSON:  Okay, fair enough.  Those amounts in that line, I just wanted to find out are those included or excluded in some other places on the spreadsheet.  For example, on line 109, where we have got -- 109, 110 and 111, are they include or excluded?

MR. JODOIN:  Sorry, just -- my mic wasn't on.  They would be excluded.

MR. STEPHENSON:  And then if we go down to, by definition also on 122, excluded, because that's just the sum of Transmission and Distribution?

MR. JODOIN:  I would have to check the math.  But in 122, if you see right above, it says total shareholder allocated comp, I do think it would in those totals.  But yes, that's just bringing it all together.

MR. STEPHENSON:  Right, you would back it up.

MR. JODOIN:  Yeah, exactly.

MR. STEPHENSON:  I understand.  And then if we go down to the same -- we see the same thing happening down in 182, 3, 4 and 5.  It's included, but then there's a line that is in 185 that deals with the same numbers, right?  Okay.

MR. JODOIN:  Right.

MR. STEPHENSON:  All right.  That's helpful, thank you.  I just now want to deal with the pension issue, and this is the contribution holiday issue.

Am I correct that for the purposes of the application, it is assumed that Hydro One will not be on a pension contribution holiday for any of the years?

MR. CHHELAVDA:  That is correct.  We actually have a response to a Staff IR that details that.

MR. STEPHENSON:  Right.  But as you know, this is an issue that was dealt with in the Distribution case, correct, and there's an outstanding proceeding in relation to this issue in the Distribution case?

MR. CHHELAVDA:  That is correct.

MR. STEPHENSON:  Okay.  And just to be clear, this is the exact same issue as appeared in the Distribution case.  The numbers are different, but the issue about FSCO and whether you're entitled to take a contribution holiday or not, is exactly the same issue, correct?

MR. CHHELAVDA:  That is correct.

MR. STEPHENSON:  That's because it's all one plan, all one regulator.  It is the precise issue, correct?

MR. CHHELAVDA:  Correct.

MR. STEPHENSON:  Okay.  And I know that in your review and vary motion in the Distribution case, you filed some updated information.  That updated information would be equally applicable here, right?

MR. CHHELAVDA:  That would be correct.

MR. STEPHENSON:  Okay.  The next issue item, if I can just go back to -- oh, sorry.  The OPEB variance account issue.  You were asked some questions about the OPEBs and why don't you have a variance account, and you gave some answers about that.

Now, either I have -- I am pretty sure I have a different understanding of this issue than Board Staff does, and one of the two of us is wrong.  So I want to try to sort it out.

As I understand it, because you deal with OPEBs on an accrual basis, the amount you collect in rates in a particular year is an actuarially-determined amount that is the future cost of providing these OPEB amounts in relation to the current year's service.

MR. CHHELAVDA:  Correct.

MR. STEPHENSON:  And so if I am an employee in 2020 and I work a year, you will be paying a certain amount in relation to the future OPEBs that I will be receiving, right?

MR. CHHELAVDA:  Correct.

MR. STEPHENSON:  And I will be receiving those OPEBs by definition after I have stopped being an employee?

MR. CHHELAVDA:  That correct.

MR. STEPHENSON:  And so I may be still an employee for the next 20 years, and then I may be receiving those OPEBs for another 20 years after that, right?

MR. CHHELAVDA:  Possibly, yes.

MR. STEPHENSON:  And so you won't be able to reconcile your actuals versus forecast, in the sense of knowing whether the accrued amount you took in this year turned out to be the right amount or the wrong amount, whether you over collected or under collected, until I have died and I have stopped collecting OPEBs, right?

MR. CHHELAVDA:  Correct.

MR. STEPHENSON:  So you cannot do a reconciliation for many, many years.  And I appreciate there's a -- you have thousands of employees and they are at different stages of their careers, and they are all going to live a different period of time.

But it's not like you can do in a year's time, or two years' time, or three years' time from now, you can't know whether you have over collected or under collected notionally, right?

MR. CHHELAVDA:  Correct.

MR. STEPHENSON:  So you can't do a variance account.

MR. CHHELAVDA:  Not from that particular -- the only variance accounts we do, yes, comparing what you collect to what you pay out, correct.

MR. STEPHENSON:  But the accrual amount you are collecting is not an accrual relative to what you pay out.

MR. CHHELAVDA:  Absolutely.

MR. STEPHENSON:  The amount you collect in 2020 and the amount you pay out in 2020 bear no relationship to them at all.

MR. CHHELAVDA:  Correct.

MR. STEPHENSON:  They are in fact related to a totally different set is of employees and a totally different set of obligations.

MR. CHHELAVDA:  That's correct.

MR. STEPHENSON:  In theory, the amounts you are paying out in 2020 should have been collected decades ago, or at least many years ago.

MR. CHHELAVDA:  You are correct, yes.

MR. STEPHENSON:  Okay.  Just go back to SEC 58 for one minute.  If I can take you to line 81, this is -- in this section from lines 80 down to 88, you're dealing with the different categories of temporary employees, as I understand it, right?

MS. LILA:  That is correct.

MR. STEPHENSON:  And the biggest one by far is line 81, which is the casual trades.  And that's the building trade unions and the labourers, I think.  Those are the ones that fit into that category, am I right?

MS. LILA:  Correct.  It would be the building trades, EPSCA, CASW labourers, those categories.

MR. STEPHENSON:  Right, and these are direct hire people?  These are people who are on the Hydro One payroll while they are working, correct?

MS. LILA:  That is correct.  They are paid by the Hydro One payroll.  They are direct hire in that we can hire them and on and off-board them as required.

MR. STEPHENSON:  Right.  But it doesn't include trades workers that work for contractors that you may hire on a particular project?

MS. LILA:  That is correct.  It does not include those.

MR. STEPHENSON:  Okay.  So I just want to go -- deal with benchmarking for a moment.  In your evidence you reference a couple of different benchmarking reports that you've got.  There's the Mercer one and the Willis Towers Watson one.  Are these casual trades people benchmarked in either of those two reports?

MS. LILA:  Yes.

MR. STEPHENSON:  Okay, both of them or just one of them?

MS. LILA:  Certainly in the Mercer study they are benchmarked.  On Table 11 on page 23 you can see the classifications available.

MR. STEPHENSON:  Okay.

MS. LILA:  The Willis Towers Watson is also available.  The actual schedules that we benchmark are also available.  And I don't believe those are inclusive of hiring hall or casual trades.  So we don't have those in the Willis Towers Watson study.

MR. STEPHENSON:  Okay, am I right for these categories of employees, insofar as your benchmarking cohort includes other Ontario-based employers, there will be no difference in the cost because these are all provincial contracts, right, that no matter -- and all the employers in Ontario pay exactly the same rates?

MS. LILA:  Yes.

MR. STEPHENSON:  Okay.  But if they're out of province then it may be different.

MS. LILA:  Correct.

MR. STEPHENSON:  Okay.  Just going back to the benchmarking reports for a minute, am I right that -- obviously the Board has asked you to do benchmarking, and you are responding to the Board's request.  That's why you have done this; right?

MS. LILA:  Yes.  The Mercer study is in response to the OEB Board's request.  And the Willis Towers Watson studies are part of our compensation assessments that we also present to the Hydro One board.

MR. STEPHENSON:  Right.  It's done for management purpose.

MS. LILA:  Correct.

MR. STEPHENSON:  Okay.  Now, you have provided it to this Board, and the open-ended question is why?  What are you asking this Board to take from the Willis Towers Watson report that they are not getting from Mercer?

MS. LILA:  So there are, as you note in some of the questions that you asked us in various interrogatories, differences between the different studies.  And our intention in providing them, I mean, firstly we are typically asked to provide all benchmarking studies, so we are trying to be helpful in that regard.  And there are nuanced differences between each of these studies, and they provide additional information and insight as to how we are viewing our compensation costs and our compensation programs.

So some of the differences you could note in terms of how the surveys are conducted.  The Mercer study is more of a directed study, and whereas the Willis Towers Watson study is one we use for management, and there's different nuanced differences between each, and so we are trying to present a different perspective on compensation.  So they are intended to provide additional information.

MR. STEPHENSON:  Okay.  That's fine.  Those are my questions.  Thanks very much.

MR. SIDLOFSKY:  Thanks, Mr. Stephenson.  We are going to move on to -- Ms. Girvan, I think you had changed the order a bit, hadn't you?  Mr. Rubenstein for Schools.
Examination by Mr. Rubenstein:

MR. RUBENSTEIN:  Thank you very much.

I want to first follow up on Staff 196.  And as I understand what the table on the second page is showing is it's showing the -- it's trying to explain the changes in FTE numbers between 2018 and 2019 and then further to 2022?

MS. LILA:  Correct.  The table shows 2018 relative to 2019 and then 2019 relative to 2022.

MR. RUBENSTEIN:  So in the 2018 to 2019 it's 710 employees?

MS. LILA:  Correct.

MR. RUBENSTEIN:  But when I go back to the original table that this references -- and it's actually the same as in the -- I forget which interrogatory, but in the large sheets of paper -- I have a different number of FTEs between 2018 and 2019.

MS. LILA:  Sorry, if I could clarify, the interrogatory specifically asks us to reconcile the seven items that are listed below the compensation -- sorry, the FTE table on Exhibit F, Schedule 4, tab 1, page 13, Table 2, so this will differ from the total.  So the 710 is only a portion, but it's directly attributable to the seven items listed below Table 2 in our pre-filed evidence.

MR. RUBENSTEIN:  But in that last paragraph on page 1 it says the table accounts for 99 percent of the FTE changes between 2018 and 2019.

MS. LILA:  Correct.

MR. RUBENSTEIN:  But when I -- and just so -- when I look at the FTE between 2018 and 2019 that you provided in the table that this IR references, I get 787.  So I am asking if you can -- by way of undertaking is probably easiest -- if you can reconcile the difference.

MS. LILA:  Yes, we can do that.

MR. SIDLOFSKY:  It will be JT2.12.
UNDERTAKING NO. JT2.12:  TO RECONCILE THE DIFFERENCE IN THE FTES.

MR. RUBENSTEIN:  Thank you very much.

Can I ask you to turn to SEC 47.  So in this interrogatory we had asked you to provide an updated Appendix 2JC for year-to-date actuals, and your response is:

"It's not indicative of full-year results, as overall expenditures are not necessarily incurring uniformly throughout the month."

And then you say the audited 2019 results, and you give the total of -- $99 million is where you were at least Q1; correct?

MR. JODOIN:  That is correct.

MR. RUBENSTEIN:  What is the Q2 number?

MR. JODOIN:  We don't have that information with us right here.

MR. RUBENSTEIN:  Can you provide that?

MR. JODOIN:  Sure.

MR. SIDLOFSKY:  JT2.13.
UNDERTAKING NO. JT2.13:  TO PROVIDE THE Q2 NUMBER; TO BREAK DOWN THE NUMBER BY CATEGORIES.

MR. RUBENSTEIN:  And are you able to provide it -- well, I mean, I would ask you to provide it on -- based on 2JC, but at the very least providing it on the major categories of spending, broken down that you -- in the sustaining -- or I forget exactly what the OM&A categories you use are.

MR. CHHELAVDA:  We will look to provide the information in that manner.  We just have to confirm with our internal legal counsel if that results in selective disclosures, because we don't provide that information on our actuals in our externally reported financials.

So let us take that back to determine if we can give it to you that way.

MR. RUBENSTEIN:  That's fine.

MR. SIDLOFSKY:  Separate undertaking?

MR. RUBENSTEIN:  Yes.

MR. SIDLOFSKY:  JT2.14.

MR. RUBENSTEIN:  Oh, sorry --


MR. JODOIN:  We can include it as part of that.

MR. RUBENSTEIN:  I missed that we had marked it the other.

MR. SIDLOFSKY:  That's what I thought.  So that's still under JT2.13, then.

MR. RUBENSTEIN:  If we can go back to the big table which I am forgetting, a SEC interrogatory, and as we've discussed in the Staff 196, there is a significant increase in FTEs between 2018 and 2019, or forecasted.  Where are you in your -- how are you tracking towards that this year?

MS. LILA:  We don't have that information with us relative to 2019 actuals that you're requesting.

MR. RUBENSTEIN:  Are you able to provide the Q2 FTE numbers, the total?

MS. LILA:  Yes, we can provide that information.  We will have to look at what the category level of detail that's available.

MR. RUBENSTEIN:  That's fine.

MR. SIDLOFSKY:  I am going to mark that as JT2.14.
UNDERTAKING NO. JT2.14:  TO PROVIDE THE Q2 FTE ACTUALS FOR 2019.

And just because so far everyone who has asked questions this morning has been referring to this Staff spreadsheet, I am just going to remind people that this spreadsheet forms part of the workbook that's being filed as Exhibit KT2.1, just so everyone can find this material when they are looking for it later.

MR. RUBENSTEIN:  Can I just ask you are going to provide me with a quantitative number.  But qualitatively, how are you doing compared to, I assume, a plan of hiring through the year?  Are you ahead of schedule?  Behind schedule?

MS. LILA:  We can add that commentary relative in that undertaking previously, which was 14.

MR. RUBENSTEIN:  I guess the numbers will demonstrate that, but I am just asking.  You are in charge of human resources, so what is the feel internally?  Are you ahead or behind schedule, or roughly on schedule?

MS. LILA:  So the work program really drives our head count requirements, and so it's tied to the work program execution.  So I would prefer to provide that kind of detail to you in that kind of -- in the undertaking previously provided.

MR. RUBENSTEIN:  That's all right, that's fine.  Can I ask you now to turn to SEC 55?

Staff was asking you about this question, and in the original interrogatory question in part (a), the last sentence, we'd asked for a step by step explanation of how the estimates were reached, including the supporting calculations so is that the calculations can be verified.  And that part has not been provided.

Can you provide the spreadsheet or -- I would like to be able to replicate as much as possible these numbers.

MS. LILA:  This information was provided by Mr. Morris from Mercer.  So we could take an undertaking to provide some further detail, but I don't believe we've provided that level of detail.  We generally speaking provide -- we have provided all of the assumptions as to how this number was calculated.

MR. RUBENSTEIN:  So I guess there's two parts.  One, he's providing you -- well, maybe you can explain it to me.  What exactly did he provide you?  Did he provide you with the $34 million study year differential or --


MS. LILA:  So he would have provided us with the global figures as to how much the differential is relative to market median.  And then we would have applied our Transmission and Distribution allocation to that global figure.  If you are looking for those global figures, we could provide that.

MR. RUBENSTEIN:  Well, I'd like both.  I'd like to understand how the differential was ultimately calculated so I am able to reproduce it.  So if that's the information Mr. Morris is providing, if you can ask him.

To be clear, I am not looking for every payroll at that level, but just to understand, I guess, what are the two numbers he's comparing ultimately to come up with the differential.  Do you understand what I mean?  And that's how that's derived.

MS. LILA:  Yes, we can work with Mr. Morris to provide that level of detail.  I just will also note that on page 3, we do have the allocations listed as well.

MR. RUBENSTEIN:  No, I understand where the allocations are.  I'd like to understand -- ultimately he came with you -- there's two numbers, global numbers for the business.

MS. LILA:  Correct, yes.

MR. RUBENSTEIN:  How those were derived, what those numbers are, and the mathematical calculations that Hydro One did to do the forecast.  There could be a spreadsheet, or if it's not -- so that it can be replicated.

MS. LILA:  Sure, we can provide that information.

MR. RUBENSTEIN:  Thank you very much.  Can I ask you then to turn to --


MR. SIDLOFSKY:  Sorry, Mr. Rubenstein, is that all under the same undertaking, or is that going to be a separate undertaking?

MS. LILA:  Separate.

MR. SIDLOFSKY:  Separate?  Okay.  We will make that JT2.15 then, thanks.
UNDERTAKING NO. JT2.15:  TO PROVIDE ALL SUPPORTING DATA AND CALCULATIONS FOR THE TABLE IN SEC 55

MR. RUBENSTEIN:  Can I ask you to turn to SEC 56?  This is with respect to the Towers Watson management compensation study, and it's the same undertaking.  If you can provide that same information?

MS. LILA:  As to how the table on page 2 was calculated?

MR. RUBENSTEIN:  Yes, essentially the backup calculations so they can be reproduced.

MS. LILA:  Yes, we can provide that.

MR. SIDLOFSKY:  JT2.16.
UNDERTAKING NO. JT2.16: TO PROVIDE THE BACKUP CALCULATIONS FOR THE TOWERS WATSON MANAGEMENT COMPENSATION STUDY


MR. RUBENSTEIN:  Then if we can look at (b), the table.  Just help me understand.  So the positive number means in the study year, Hydro One was -- the Transmission business was $450,000, roughly, above median, that's the -- is that what that's showing me?

MS. LILA:  Correct.

MR. RUBENSTEIN:  And then as we get to the 2020, '21, '22, it's the opposite.  Is the negative trying to tell me that actually you're below the median by that aggregate amount allocated to the Transmission business?

MS. LILA:  Yes, that is correct.

MR. RUBENSTEIN:  All right.  Can I ask you to turn now to SEC 57?  So this is with respect to the Willis Watson PWU benchmarking study.

MS. LILA:  Yes.

MR. RUBENSTEIN:  So I am going to ask for the same undertaking.

MS. LILA:  Sure.

MR. SIDLOFSKY:  JT2.17.
UNDERTAKING NO. JT2.17:  TO PROVIDE THE BACKUP CALCULATIONS FOR THE WILLIS WATSON PWU BENCHMARKING STUDY


MR. RUBENSTEIN:  This is one I don't fully understand.  As I understand from the PWU study, it looks at the total
-- I forget exactly what the term is, but it looks at the total -- maybe we should just pull it up so I get the numbers correct.  But -- one second, please.

It looks at the total cash compensation; correct?  Sorry, it looks at total -- I just want to make sure I have the right one.  I apologize.

MS. LILA:  Total target cash compensation, yes.

MR. RUBENSTEIN:  Total target cash compensation.  Call it TTC.  And my understanding from the results of that study are that in the weighted of core and -- sorry, I forget the language they use in the study, but operations and core services, the weighted difference is Hydro One is 7 percent above; does that sound familiar?

MS. LILA:  Yes, I can see that.

MR. RUBENSTEIN:  Can you help me explain then why there is a negative number in the table in the study year?

MS. LILA:  I think it would be helpful if we bring up the actual study.

MR. RUBENSTEIN:  Sure.

MS. LILA:  So the study is Exhibit F, Schedule 4, tab 1,  attachment 3.  And if perhaps we can look at page 7 of that study.

MR. RUBENSTEIN:  Sure.

MS. LILA:  So you can see, I think this is where you spoke to the 7 percent differential.  You can also see in the same chart the majority of the employees, 87 percent of them, are operations employees, and on a total target cash basis on this study they are 8 percent below market.  And so because they are the majority of the employees, they are driving a negative number, and each subsequent year that we add employees in those categories they continue to drive a negative number, showing that we are below market, according to this study.

MR. RUBENSTEIN:  My understanding is the 7 percent weights takes that into account, because it's weighting the negative 8 percent for operations and the plus 64 percent in core services, weights it by the fact that, I think it's 87 percent of your employees are in operations and 13 are in core services for PWU, and that's how it comes up with the 7 percent.

MS. LILA:  That is correct in terms of the weighted average calculation for this table.  However, when you do the math relative to salaries it creates this negative value.  I think we can provide that detail of kind of information in the previous undertaking that you'd requested, which will help you understand the reason that there's a negative value.

MR. RUBENSTEIN:  Okay.  That will be helpful, because at least it's not intuitive to me.

In SEC 5, attachment 1 -- you don't need to pull this up -- this is the result of a Society compensation review similar to the PWU one and the management one.

MS. LILA:  Sorry, what was your question?

MR. RUBENSTEIN:  I am just referencing that in this interrogatory you provide a compensation review for the Society which is similar in type of the PWU version and the management compensation study that's in the evidence.

MS. LILA:  Correct.

MR. RUBENSTEIN:  I was wondering if you could provide by way of an undertaking the same response that you provided in SEC 55, 56, 57 for that -- the same interrogatory questions for that study, as well as provide the full calculations that we had asked in that -- I have asked in previous undertakings for that Society review?

MS. LILA:  Yes, we can provide the same calculations that we had provided in SEC 55, 56, 57, the same type of calculation.

MR. RUBENSTEIN:  Sorry, it's two parts.  First is to provide -- essentially translate the interrogatories SEC 55, 56, 57, are all asking similar questions, if you could provide the response to those questions as if it applied to the Society study, and then on top of that ensure that you're providing the breakdown that I have asked in a number of undertaking responses.

MS. LILA:  Sorry, just to clarify, I think you are looking for the calculation and the breakdown, which we can certainly provide.  However, in 55 to 57 there are different questions related to each study that you subsequently asked, so I just want to make sure I understand your request --


MR. RUBENSTEIN:  You are correct.  I apologize.

MS. LILA:  -- which is simply the calculation and the additional supporting materials that you requested just now.

MR. RUBENSTEIN:  Yes.

MS. LILA:  Yeah, we can provide that.

MR. SIDLOFSKY:  And that will be JT2.18.
UNDERTAKING NO. JT2.18:  TO PROVIDE THE CALCULATION AND BREAKDOWN FOR THE SOCIETY STUDY AS WERE PROVIDED IN SEC 55, 56, 57.

MR. RUBENSTEIN:  And finally, if we can go to SEC 23.  And in response to this interrogatory you direct us to AMPCO 19, and AMPCO 19 does provide a response to part (a), but it does not provide a response to part (b).

Can you please provide the most recent operational scorecard?

MS. LILA:  Can we also call up AMPCO 19, please?  Sorry, if we can go to the first page of the response.  So here we outline that the information is confidential, there is confidential financial information in the operations or monthly scorecard that is reviewed related to securities regulations, and that's why we haven't provided those specific scorecards.

MR. RUBENSTEIN:  Well, I guess there's two things.  One is, are you able to provide -- let's put aside the numbers, but what is -- the first thing I am interested in is understanding what type of information is contained on what you consider an operational scorecard, so that seems separate from what are the actual numbers or the targets.

MS. LILA:  Sure, I can help you understand what's contained in that scorecard.  So it's very similar to the scorecard that you would see that we had provided as an attachment to our evidence, and it would also have the year-to-date actual information for each of those scorecard measures, the forecast for the year as well as where we are trending overall from a scorecard perspective.  So it would have information broke down by each of the categories on the team scorecard and would break down all of the individual line items as to where we are on the -- on an actual basis, as well as a forecast basis.

MR. RUBENSTEIN:  So is the operational scorecard the same thing as the monthly team scorecard?  Or is the operational scorecard simply the same thing as the corporate scorecard except broken down or tracked on a monthly basis?  Is there anything different?

MS. LILA:  So to help clarify, the operations scorecard is a subset of the team scorecard which reflects the operations build-up relative to the team scorecard.  So both of those are tracked.

MR. RUBENSTEIN:  So are there additional measures or metrics that exist on the operational scorecard that differ from the corporate scorecard?

MS. LILA:  The operations scorecard would have a subset of additional detail relative to operations metrics.

MR. RUBENSTEIN:  Can you provide an operational scorecard, I guess is the first thing -- let's exclude the actual numbers -- just to understand what is being tracked in the operational scorecard?

MS. LILA:  Yes, we can provide what the template looks like without the numbers.

MR. RUBENSTEIN:  And then the second thing I'd ask is can you include -- it seems to me I am unclear why you couldn't provide the content of the last operational scorecard as an example to have a better sense if the -- and you can seek confidential treatment for it, I am not ...

MR. STERNBERG:  I think the responses as set out, or the reasons are as set out in the IR response that the witness pointed to, which is a confidentiality concern and also a concern regarding securities law, as well.

MR. RUBENSTEIN:  Sorry, but is it -- I understand.  But is the view that providing it on a confidential basis would not -- you would be still afoul of securities regulation?

MR. STERNBERG:  We have given you the reasons for the refusal.  We can debate it offline, if need be.

MR. RUBENSTEIN:  Okay.

MR. STERNBERG:  The concern goes beyond just it's confidential, and that's what the witness has tried to convey and that's what the IR response says.

MR. RUBENSTEIN:  So at least there's an undertaking for the non-numbered version of this operation scorecard, I believe.

MS. LILA:  Yes, we did agree to an undertaking for the operations template, with no numbers provided.

MR. SIDLOFSKY:  Okay, so --


MR. STERNBERG:  My colleague has just pointed out, if this saves some time, that there is an example that's been -- of an operational scorecard that's been provided in the evidence, TSP-1-5-1, appendix E.

MR. RUBENSTEIN:  And that's what your answer would have been?  This would be the response to the undertaking?

MS. LILA:  Yes.

MR. RUBENSTEIN:  Okay.  So I guess we don't need the undertaking.

MR. SIDLOFSKY:  So there won't be an undertaking for that then?  Thanks.

MR. RUBENSTEIN:  Just give me a moment to make sure I don't have any more questions.

Thank you very much, those are my questions.

MR. SIDLOFSKY:  Okay, thanks Mr. Rubenstein.  We will move on to Ms. Grice now.
Examination by Ms. Grice:


MS. GRICE:  Good morning, it's Shelley Grice representing AMPCO.

If we can please turn to AMPCO 35.  And in this interrogatory, AMPCO asked about your vehicle utilization rate and from the response, I am just having difficulty understanding how it was calculated.

So I was going to ask if you would undertake to provide the calculation that gets you to -- the Hydro One utilization percentage has been approximately 80 percent, 2015 to 2018, and if you could provide the utilization rate for each of the years 2015 to 2018.

MR. BERARDI:  Yes, we can.  But if I could help you understand how that works, maybe we could avoid an undertaking.

MS. GRICE:  Okay, sure.

MR. BERARDI:  So I think your question was how do we calculate the rate.  So if you take a look at the total operating costs of fleet over our utilization rate, that's how we calculate the standard, the standard fleet rate that we cost to work.  Does that help?

MS. GRICE:  Can you give me an example, like how you
-- can you give me an example?  I am still not fully understanding that.

MR. BERARDI:  So in the IR, so for example 2015, the calculation which you do not see in the IR, but the calculation is made up of $133.1 million of operating costs for fleet over the utilization rate of 6.2 million utilization hours.

But we can provide that level of detail, if that's helpful.

MS. GRICE:  It would be very helpful, thank you, and for each of the years.

MR. BERARDI:  Yes.

MS. GRICE:  Okay, thank you.

MR. SIDLOFSKY:  So that will be JT2.19.
UNDERTAKING NO. JT2.19:  TO EXPLAIN THE CALCULATION OF THE VEHICLE UTILIZATION RATE, GIVING AN EXAMPLE


MS. GRICE:  Okay, thank you.  This is a follow-up question that I had of panel 1.  It's at SEC No. 6, and it's regarding an audit in your audit summary regarding fleet services, and it starts on page 40.

Just to recap, it says that this audit was to provide assurance that appropriate oversight and controls are effective to support business objectives of fleet services.  And then under recommendations, if you go down to the fourth bullet, it says one of the recommendations was use of data analytics tools available within Hydro One to develop customized visualization of fleet data from various sources, and it gives some examples to highlight anomalies within fleet data for further review.

Have you developed those data analytic tools?

MR. BERARDI:  Yes, we have.

MS. GRICE:  Are you able to just provide an overview of what they are?

MR. BERARDI:  Yes, we can.

MS. GRICE:  And is that best done by way of undertaking?

MR. BERARDI:  I believe it is.  I don't have all that level of detail in front of me, but I can talk in generalities on what we are -- as an action plan what we are doing.

We are validating and we are spot checking.  The observations were that there was some gaps in some of our financial controls, and we have closed those gaps by implementing some of those exception reporting and also validations and spot checks.

MS. GRICE:  So does it -- is it just to close data gaps, or does it provide information about how Hydro One is utilizing its fleet?

MR. BERARDI:  This reference is really around some of our costs, and how we track our fleet management system costs with respect to fuel, and how we charge that fuel and other repair costs to individual vehicles.  This talks to costs.  The Telematics information would talk to utilization.

MS. GRICE:  Okay.  So it's the Telematics part that I am interested in.  If you were to file the audit report, would that provide everything I need?

MR. BERARDI:  I don't believe it has the Telematics information, but I'm happy to provide Telematics information on utilization.

MS. GRICE:  That would be great, thank you.

MR. SIDLOFSKY:  That will be JT2.20.
UNDERTAKING NO. JT2.20:  TO PROVIDE THE TELEMATICS INFORMATION UTILIZATION


MS. GRICE:  Okay.  AMPCO No. 58, please.  So we asked a question here about the cost impact in 2020 of implementing the proposed revisions to eight functional requirement standards, and 74 engineering design and construction standards.

And the response says the estimated cost in 2020 of developing and revising the standards is is 2.8 million.  So I just want to clarify.

I was looking for -- when you've developed all of these standards and then you are actually in the field doing your work execution, do you -- because I think what this answer is is the cost of the staff to revise the standards.  Do I have that correct?

MR. JODOIN:  I know you started this by saying you went with panel 1 on this question.  Unfortunately, I don't think anyone on this panel is overly familiar with this level of granularity.

But I am conscious, if you did ask this to panel 1, I am trying to understand why potentially it might have come to this panel.

MS. GRICE:  Actually, I didn't ask this.

MR. JODOIN:  Sorry.  I thought I heard that; my fault.

MS. GRICE:  Not this one.  I didn't ask this one of panel 1.

I guess what I am trying to get a sense of is when you make all of these revisions to your functional requirement standards, and your engineering design and construction standards, and then you implement them in the field, is there a material budget impact in 2020 of all of these changes?  Is that something that you track?

MR. JODOIN:  We can't -- I can't answer that specifically.  You would have been better served probably to ask in panel 1.

MS. GRICE:  I ask it just because it was mentioned in Exhibit F.  Is there any way we can get an undertaking for that?

MR. JODOIN:  That's fair, considering they have gone.  We can do that.

MS. GRICE:  Thank you.

MR. SIDLOFSKY:  That will be JT2.21.  
UNDERTAKING NO. JT2.21:  TO DESCRIBE THE 2020 BUDGET IMPACTS OF REVISIONS TO FUNCTIONAL REQUIREMENT STANDARDS, ENGINEERING DESIGN AND CONSTRUCTION STANDARDS, AND IMPLEMENTING THEM IN THE FIELD 


MS. GRICE:  Okay.  AMPCO 67, please.  So this is a question that follows the same sort of thinking as the vehicle utilization rate.  We asked about your resource utilization rate, and your response is that it's -- you're unclear on what was meant by that, because it wasn't stated in the reference that I provided.  And I guess what I was looking for here was, A, whether or not you track this, but what the metric would look like is, if you are one number that says based on the number of hours worked by all of your staff, and then accounting for things like training, you know, when those fall off what's the actual number of hours that your FTEs are working?  Is that -- is that a metric that you track?  And maybe you refer to it as a wrench time metric.  I am just...

MR. JODOIN:  If you could just bear with us for one second here --


MS. GRICE:  Sure.

MR. JODOIN:  -- while we review a piece of evidence.

Could we call up Exhibit C, tab 9, Schedule 2.  This piece of evidence relates to the costing of work and the associated labour rate.  I do wonder if your line of questioning is going to be sort of around this, and maybe we can pinpoint specifically what you are looking for.  Probably best to go to Table 1.

And what this table is attempting to identify is typical hourly rate for, in this case, a regional maintainer electrical stations division, so it's a regular employee, the components of the labour rate building up our payroll obligations, time spent away from work.  These are all defined later in the exhibit.  Training is embedded in here, supervision costs are embedded in here.  


So perhaps if you can ask your question again, and maybe we could pull out some information based on what you're looking for.

MS. GRICE:  Okay.  Thank you for this reference.  I understand what this is providing, but this is a forecast of what an hourly rate would be for just one position.  I guess I am looking for that rolled up to a global level that shows actually what happened.  So historically from 2015 to 2018, accounting for some of the things that you have in here, you know, contractual time away from work, time not directly benefiting a program or project, field supervision, whatever you would consider things that need to come out that would tell us each year from 2015 to 2018 what actually happened.

MR. BERARDI:  We do have that information.  We have what we call billable ratio that actually talks about, you know, how much time we spend on the job, if you would, and how much is charged out to work.  So we don't have that information with us today, but we can undertake to provide that.

MS. GRICE:  Okay.  That would be great.  And can you just in your response provide what you've included in that ratio so that we understand it?

MR. BERARDI:  Yes, we will provide that build-up.

MS. GRICE:  Thank you very much.

MR. SIDLOFSKY:  Thanks, that will be JT2.22.  
UNDERTAKING NO. JT2.22:  TO PROVIDE THE BILLABLE RATIO AND ITS DERIVATION.

MS. GRICE:  Okay.  And I just have one last question on AMPCO 70.  So we asked in part (a) for you to provide the total number of hours worked excluding overtime from 2014 to 2018 and the forecast for 2019 and 2020, and the table provided doesn't provide the forecast.  So I guess is there a reason for that and, if not, could you provide the forecast -- and it was a typo.  I should have said to 2022.

MS. LILA:  So I think in the response we said that, you know, overtime can be unpredictable based on a number of reasons that are outlined in a separate interrogatory.  So we don't forecast, but we can -- we do certainly in the payroll table provide a dollar value of what the forecast is, and we could break that down by hours if that would be helpful.

MS. GRICE:  So just to be clear, so that would be just extending the table in part (a)?  Because that's non-overtime hours.

MS. LILA:  Correct.  Sorry, I misunderstood your question.  Are you looking for overtime or are you looking for non-overtime?

MS. GRICE:  You said you couldn't do overtime, so I was looking for non-overtime.

MS. LILA:  We could provide that, yes, the non-overtime, yeah.

MS. GRICE:  Okay, thank you, thank you.

MR. SIDLOFSKY:  We will make that JT2.23. 
UNDERTAKING NO. JT2.23:  RE: AMPCO IR 70 PART A, TO PROVIDE THE FORECAST FOR TOTAL NUMBER OF NON-OVERTIME HOURS WORKED FOR 2019 TO 2022

MS. GRICE:  Thanks very much, those are my questions.

MR. SIDLOFSKY:  And we are on to CCC, Ms. Girvan.
Examination by Ms. Girvan:


MS. GIRVAN:  Could you turn -- I just have a few questions.  If you could turn to CCC No. 23, please.  So I just wanted to clarify, the question was Hydro One has indicated that on a monthly basis productivity results provided to senior executives and the CEO, and I asked for an example of these reports.  What you've taken me to is a corporate team scorecard.

And what I just wanted to clarify, are there actual reports that are provided to senior executives and could we get an example of those?

MR. JODOIN:  What's -- productivity is a part of the team scorecard, so what goes through that process and the monthly review and -- is the items embedded on that team scorecard, so that's the review point that we are referring to.

MS. GIRVAN:  They only get a scorecard?

MR. JODOIN:  So the operational leadership team actually receives in a similar form the data that we've provided in Exhibit I, tab 7, Schedule 26, or SEC 26, which basically shows the capital and OM&A and corporate costs breakdown of the productivity table.  So the operational leadership team does get that.  And to my earlier point, that would cascade up and roll up to the same metrics that are reported on the team scorecard.

MS. GIRVAN:  I guess I am actually looking at -- also looking at SEC 26, the categories there.  But I am just wondering what does management actually receive?  What do the executives actually receive on a monthly basis?  What's the document they receive, and do you have an example of that?

MR. JODOIN:  There's an actual monthly operations productivity report that's provided to the operational leadership team.

MS. GRICE:  And could we get an example of that?

MR. STERNBERG:  Why don't we ...

MR. JODOIN:  Yes -- sorry, go ahead.

MR. STERNBERG:  I was about to say why don’t -- it sounds like the witness said the information that they get has been provided through the evidence and the IR response.

If you are asking for the document itself, the report, I was going to say why don't we take that back and review it to see whether it contains any additional information that's probative and, if so, then we can advise you -- well, we will produce it and if it doesn't, we will advise you of that.

MS. GIRVAN:  Okay, that would be helpful.

MR. SIDLOFSKY:  We will make that JT2.24. 
UNDERTAKING NO. JT2.24:  TO REVIEW THE MONTHLY OPERATIONS PRODUCTIVITY REPORT GIVEN TO THE OPERATIONAL LEADERSHIP TEAM FOR PROBATIVE INFORMATION, AND IF SO, PROVIDE IT


MS. GIRVAN:  Okay.  So if we could stay with -- you referred me to SEC 26.  If we could just go to that table.  I am just trying to understand.  I was asking the previous panel this, understand how you're calculating productivity savings.  And the example I am going to use is fleet Telematics and right sizing.

So it says that fleet rationalization, unit base capital plan reduction estimated by utilizing Telematics data on fleet utilization, and then measures the expected unit base reduction in the capital plan.

But when we are looking at incremental productivity, how is this incremental in that you have already implemented the Telematics program?

MR. BERARDI:  So for our right sizing program, we started with approximately 8,000 pieces of equipment and in 2017, we reduced that by approximately 10 percent.  So we are at approximately 7,000 pieces of equipment.

Our capital plans are based on 7,000 pieces of equipment, end of life replacements, we do condition assessments on that 7,000.  So the incremental change from 8,000 units to 7,000 units and our capital expenditures associated with that change, that's how we track that productivity savings.

MS. GIRVAN:  But that's already been done, right?

MR. BERARDI:  It has been done, that's correct.

MS. GIRVAN:  Okay.  If you could turn to CCC 28, please, I just wanted to clarify.  On your scorecard, you have a measure entitled "Capital expenditures as a percentage of budget."

And my question is does this simply measure what portion of the OM&A budget was spent -- and I think the answer is yes.  Is that correct?

MR. JODOIN:  Sorry, just while we confer here, you mentioned OM&A in that line, were you -- and then you mentioned capital.

MS. GIRVAN:  Yes, sorry.  I am just looking at the answer.  So what I was really looking at, sorry, it -- there's two measures there, CAPEX as a percent of budget and OM&A program accomplishment.  And I just wondered, with respect to the OM&A, for example, is it just simply measuring -- you said in brush control you were going to spend $50 million and you spent 49 million.

Is that how this works?  I am just trying to understand how the metric works.

MR. JODOIN:  For OM&A, it incorporates the quantities as well.

MS. GIRVAN:  Okay, what does that mean?

MR. JODOIN:  It's probably best to explain that, I mean just from this panel's perspective.  This is more of an operational metric in the operational scorecard.

It's probably best to explain that via an undertaking.

MS. GIRVAN:  Can you just provide an example of how this works, and how you measure it?

MR. JODOIN:  That's fair.

MS. GIRVAN:  That would be helpful, thank you.  Jamie?

MR. SIDLOFSKY:  JT2.25. 
UNDERTAKING NO. JT2.25:  WITH REFERENCE TO THE SCORECARD ENTITLED "CAPITAL EXPENDITURES AS A PERCENTAGE OF BUDGET", TO PROVIDE AN EXAMPLE OF HOW THE THIS WORKS AND HOW IT'S MEASURED


MS. GIRVAN:  Great, thank you. And then going back to your scorecard, if you could pull that up.  It's the team scorecard, and I think it's in several places, but specifically it's in Exhibit F, tab 4, schedule 1.

So I am trying to understand the productivity metric.  Can you explain that to me, how that works?

MR. JODOIN:  So the productivity metric that's on here represents, in this case, the productivity that's embedded in this application.  The SEC 26 that we referred to earlier are the latest view of the initiatives building up this rate application.

MS. GIRVAN:  Okay.

MR. JODOIN:  It's consistent and anything that has basically a method and a verifiable measure to go against it, we will track and assess as we get through a year.

But essentially on an apples to apples, the productivity that’s in this table is consistent with the numbers outlined in SEC 26.

MS. GIRVAN:  Okay.  So I am looking at them both right now, and I see in your -- on your scorecard, I see 164.1 is a threshold, 193 is a target, and 222 is a maximum.  But I don't see those numbers in SEC 26.

MR. JODOIN:  Sorry, I should have clarified.  The team scorecard would be a consolidated Transmission-Distribution, all productivity measures, whereas SEC 26 is the identified Transmission-only portions.  And the items that are identified in SEC 26 are a target, the target column.

MS. GIRVAN:  So do you have -- like it says 2019 performance levels.  Do you have this for Transmission alone?

I am just having a lot of trouble understanding what these numbers mean.

MR. JODOIN:  We have the target and that's what's been filed in SEC 26 at the Transmission level.

MR. BERARDI:  If I could just jump in and maybe add some clarity?

MS. GIRVAN:  Sure.

MR. BERARDI:  On SEC 26, if you look at the very bottom number, I believe, if I am reading this correctly, for 2019 the number is $80.8 million.

MS. GIRVAN:  Yes.

MR. BERARDI:  That represents the portion that's allocated from the team scorecard.

MS. GIRVAN:  That's the Transmission portion?

MR. BERARDI:  Correct.

MS. GIRVAN:  Okay.  So is that's your target?

MR. BERARDI:  That is correct.

MS. GIRVAN:  So if we go back to the scorecard, I’m sorry.  So target.  So if you had a scorecard alone for Transmission, the target would be 80.8.

MR. BERARDI:  That's correct.

MS. GIRVAN:  But you don't have a Transmission alone scorecard?

MR. BERARDI:  We do not.

MS. GIRVAN:  Okay, thank you.  And just one final question.  You don't have to turn this up, but you're using the Black & Veatch methodology for your cost allocation, and that's the corporate cost allocation and also allocation between Transmission and Distribution.  Is that correct?

MR. JODOIN:  For the allocation of shared assets, as well as the allocation of corporate costs, that's correct.

MS. GIRVAN:  Am I right that that was developed in 2005, that methodology?

MR. JODOIN:  The -- we can pull that up in the evidence.  That’s approximately correct for the purposes of this question.  However, it's been refreshed every rate application.

MS. GIRVAN:  Have you ever considered going to another consultant and having sort of another fresh view from somebody else's perspective?  

MR. JODOIN:  I personally can't speak to the line of thinking in every rate application post-2005.  But what I can say is it's a method that's been tested in front of the OEB and has been approved subsequently, and as we head into the next phase of our applications it will be something that we review and consider at that time.

MS. GIRVAN:  All right, thank you, those are my questions.

MR. SIDLOFSKY:  Thanks Ms. Girvan.

And Mr. Rubenstein.
Continued Examination by Mr. Rubenstein:


MR. RUBENSTEIN:  Can I just ask one follow-up to your response to Ms. Girvan on SEC 26 where you were stating that the table provided is -- as I heard you, the table of the productivity savings is Transmission only.  Did I understand that correctly?

MR. JODOIN:  That's correct.  This is the Transmission breakout of the productivity initiatives; that's right.

MR. RUBENSTEIN:  Can I ask how you have allocated the savings between Distribution and Transmission?  Is it the same methodology, the B&V methodology?

MR. BERARDI:  It really depends on the initiative.  So for instance, product procurement follows the material, so if that material is utilized on transmission it would go to Transmission.  For things like fleet it follows the fleet.  Most of our fleet is used in the distribution system, so you will see approximately 67 percent that goes to Distribution and 33 percent would accrue to Transmission.  So it really depends on each initiative.

MR. RUBENSTEIN:  Is that the same as, say, how you would allocate the costs?  So for fleet, is it -- you're allocating your total fleet costs between Distribution and Transmission.  Is it the same way, then, the mirror when you are doing the productivity savings?

MR. BERARDI:  In that example, fleet, yes.  Costs and productivity would follow that allocation methodology.

MR. RUBENSTEIN:  For other elements?  That's what that -- with respect to fleet, but for all the other initiatives is it the same?

MR. BERARDI:  Again, Mr. Rubenstein, it really depends on the initiative.  So on each one of the initiatives it does follow a methodology where we can get it directly to Transmission and Distribution.  Where the benefits accrues to Transmission or Distribution we would go directly there.  In some cases we do an allocation, for example fleet.

MR. RUBENSTEIN:  All right.  And is that anywhere in the evidence explaining how you do the allocations of the productivity between DX and TX?

MR. JODOIN:  Again, it really does depend on the initiative, but in the example that Mr. Berardi brought up the fleet is generated from -- the splits for the fleet is generated from the Black & Veatch shared asset study, so that is embedded in the evidence.  The corporate initiatives outlined below, those are allocated consistent with the Black & Veatch corporate cost allocation process, which also exists in the evidence.

MR. RUBENSTEIN:  Are you able to provide an undertaking that sort of adds a column to explain how you have done the allocation between DX and TX for each of these initiatives, a sentence or two that explains that?

MR. JODOIN:  That's fine.  That's a fair ask.  We can do that.

MR. RUBENSTEIN:  I would also ask, are you able to provide the totals, the DX, TX?  I assume there's a total 

-- table that shows this on a networks -- a full networks basis.

MR. JODOIN:  I am not sure how that's necessarily relevant to the revenue requirement being sought after in this application.

MR. RUBENSTEIN:  Well, you are allocating savings between two -- for the same reasons why you provide the DX, TX full compensation numbers.  You need to understand the full picture to understand how -- if you are properly allocating between DX and TX this would help us with that.

MR. JODOIN:  I think to the extent that -- I mean, there is a process underway where the allocation of the shared assets study through Black & Veatch is reviewed as part of this proceeding.  Same thing with the review of the corporate costs.  Any questions related to those studies can come through that testing.  So I am not quite sure why getting a gross number would benefit when you have the ability to test at the actual allocation level.

MR. RUBENSTEIN:  Well, two things.  First, I can't, because we don't have that information to allocate on the individual.  That's part of the undertaking.

But it's actually quite common in the corporate costs to provide -- in fact, I think there's interrogatories where people have asked you for the full -- or you have provided in the business plan the full networks cost for the shared services, so I don't understand why this is any different than that.

MR. STERNBERG:  Counsel, why don't we, in the interests of time, undertake to take this back and consider it, and we will advise you of our position, and if we take the position it's not probative or relevant we will advise you as to why.

MR. SIDLOFSKY:  So I am going to number that as JT2.26.  That's a fairly lengthy undertaking, though.  Was that a single undertaking, Mr. Rubenstein?

MR. RUBENSTEIN:  Well, how about we mark them as two separate so we don't get -- the first one I understand you are willing -- the witness is willing to give is an explanation of the allocation. 
UNDERTAKING NO. JT2.26:  TO GIVE AN EXPLANATION OF THE ALLOCATION.

MR. STERNBERG:  Yes, that undertaking was given, so we can give that a number.  The takeaway and get back to you on the position was your second request.

MR. RUBENSTEIN:  Yeah, and just so -- for the record, that would be the -- essentially this table that is provided in SEC 26 but on a full networks basis.

MR. SIDLOFSKY:  Okay.  So we will make that JT2.27.
UNDERTAKING NO. JT2.27:  TO PROVIDE THE TABLE THAT IS PROVIDED IN SEC 26 BUT ON A FULL NETWORKS BASIS.

MR. SIDLOFSKY:  And, sorry, Mr. Rubenstein, was that it?  I will assume it was.  So we will move on to VECC. 

Well, for those of you following the schedule, lunch would have been at one o'clock.  I was hoping we could at least get through VECC, but if the panel would rather take a break now that's fine.

VECC has -- VECC's estimated 15 minutes, so why don't we do that and then we'll break.
Examination by Mr. Garner:

MR. GARNER:  Okay.  Thank you.  Why don't we -- I will try and be quick then to get us to lunch.  Why don't we stay on VECC 26 just for a moment, because I did have questions about that.

My questions are going to be largely regarding, I think it was VECC 38, but about the productivity savings, and this is a good place to start with.

So in each one of those columns or rows, I see a number.  And Ms. Girvan was talking about the past numbers.  I want to look at the future numbers 2020 through 2021.  Now, when I think of savings I always ask -- I say I've got to save from something; right?  If I save a dollar it's a dollar from something, right?  I was going to spend $10; I save a dollar.

So is as I understand this table, it's telling me what I am saving, but it doesn't tell me what I thought I was going to spend.  Isn't that how this -- is there such a number, and can that number be provided for each one of these things?

MR. JODOIN:  Perhaps the simplest way to characterize this is without any of these initiatives our OM&A and capital would have otherwise been higher by the amounts quoted at the bottom of the table.

MR. GARNER:  But I am interested in the specific.  I mean, you have specific numbers in different areas, and it seems to me by definition you must have a number of which you said you saved -- let's just take -- well, we can do -- and since you are doing OM&A, take information technology, first line in OM&A, and you are going to save -- I am sorry, it's gone past now, the year, so I can't see the year, but in this one, let's say in the year 2020, information technology, you are going to save $6.4 million.  From what number were you saving $6.4 million?  How do you know it's $6.4 million unless you have a number you said I am going to save from?

MR. JODOIN:  So in the example you bring up, this is an example of something where we've renegotiated a contract and would have generated savings.  I --


MR. GARNER:  But how do you know?  Savings from what?  I mean, by definition one has a savings this way.  I am going to purchase a pair of shoes.  It's $20.  I got a discount; I got two bucks off.  That's how you define saving.  It has to have something you are saving from.

MR. JODOIN:  Sure, and each of these metrics would have a baseline unit measure to go off of.  So there’s, in some cases, legacy initiatives, or leveraging 2015 ...

MR. GARNER:  What is the baseline? I am saying in the table, by definition, someone must have been able to save $6.4 million from an amount.

What I am asking for is, for each one of these, a table that's showing me each one of those amounts you are saving from, so we can say what were you saving from.

Otherwise, it seems to me it's meaningless; it doesn't have a meaning.

MR. JODOIN:  I understand the question.  I think what's important to recognize is, you know, there is a significant number of productivity initiatives, and going to that level of granularity for each initiative is immense.

I take the question.  I think it would be fair for us to provide you an example.  We could use the one that you're referencing to keep it straightforward.

MR. GARNER:  Well, I am not looking for an example.  What I am suggesting to you is that by definition, in order to create these numbers, you had to have a base number.  By definition, this table only exists because there is something you are saving from.

Are you telling me you cannot produce that?  Then you will have to explain how you ended up producing the table.  I mean, you could also potentially tell us about how you produced the table without a number, a base number from which you saved from.

MR. JODOIN:  There is a significant amount of initiatives, and the time and effort and granularity of providing all those initiatives would immense.

MR. GARNER:  If that’s a refusal, you can provide a refusal.  The question obviously will be by us to the Board is you created a table, you have to use a number to create the table from.

But I’ll leave it to you, Mr. Sternberg, if it's a refusal.

MR. STERNBERG:  We will further consider it.  We understand the request, and we will advise you if we can provide further level of detail beyond -- I do believe there's some evidence relating to this as well in the exhibit.

But if we're in a position to provide further detail along the lines you are requesting, we will let you know.  And if we aren't, we will advise you of that.

MR. GARNER:  Thank you.  And to be clear, the request is to provide the base number for each one of the initiatives showing from what the number of -- the number for the savings.  So for each item, whatever the number was, was a savings from a total amount.

Okay, thank you.

MR. SIDLOFSKY:  I am going to number that as undertaking JT2.28.
UNDERTAKING NO. JT2.28:  TO PROVIDE THE BASE NUMBER FOR EACH ONE OF THE INITIATIVES SHOWING THE NUMBER FOR THE SAVINGS -- FOR EACH ITEM, WHATEVER THE NUMBER WAS WAS A SAVINGS FROM A TOTAL AMOUNT.


MR. GARNER:  Thank you.  The next item I'd just like to go to is the issue about progressive productivity savings.  I was a little confused -- or I am confused as to what the progressive savings are.

And if you look at the -- you have a table of these in your evidence, of the different types of savings.  I think it's in your TSP section 1.6 B-1-1, page 7 of 13, just so we can look at something where you are talking about the progressive types of savings versus the other types of productivity savings.

Can you help me understand what a progressive savings is?  What I saw at Staff 2 is this; it says:
"Progressive saving targets were not associated with any specific initiative, but the targets were calculated by escalating the savings commitment by 1 to 3 percent annual."

And this is to the capital program.  Can you help me with what that means?

MR. JODOIN:  What that means is Hydro One has reduced our capital expenditure envelope in this application by the progressive targets outlined in the exhibit that you have referenced.

You can also find them in SEC 26, if we want to maintain consistent with the same IR -- but it's also on the screen.  We have reduced our capital spend without having productivity initiatives validated to go against them.

So we are asking for lower revenue requirement without actually having an initiative to benchmark against it.

MR. GARNER:  Without having an idea where that will come from yet.  That's the idea you can build on; that’s the idea.

MR. JODOIN:  The idea is to challenge staff to continue a productive environment, and to build a culture become more productive and keeping rates low for customers.

MR. GARNER:  If you go to Staff 18 -- you don’t need to, but I’ll just read what you said in response there.

You said progressive productivity is essentially a stretch factor that Hydro One is committed to as part of the application.  And that's in -- I think in the response Staff 18.  Hopefully it is; that's where I think I have quoted it from.

There it is.  It's in (g) there.  I think you are on page 3 of 3.

So when I read that, that begged the question of, well, why put them in?  Why not simply have a stretch factor?

MR. STERNBERG:  If this panel is able to address that, that's fine.  As I heard the question, it may be a question that's better for the next panel.

MR. GARNER:  That's fair enough.  What I am really looking for is what's the distinction in those two things. Why wouldn't you do it one way versus the other way.

MR. JODOIN:  I think the question is probably better served for the next panel.  I do want to reiterate, though, it's all about creating a culture of driving out initiatives, and productivity across the line of business.  And this is another way that we are doing that.

MR. GARNER:  Okay, thank you.  Now, the other question I had was -- I was a little -- I had the same question as Ms. O'Connell this morning about the $28.8 million you went through, and I was having a -- I was struggling with the response.

And rather than going back through that response, maybe you can help me understand this.

If I first take you to Energy Probe 18, I believe -- let me just make sure I am asking the right place here.  24, sorry.  If you go to Energy Probe 24, please.  This is a set of allowed returns earned by the Transmission arm of the utility.  I am going to jump around a bit.

So just to make sure is I am understanding what I am looking at here correctly, I am correct to say, am I not, that in every year since 2014, the Transmission arm has over earned the regulated rates of return?  That's what that shows?  And in some cases, 2014, by over 350-basis points?

So just so I am reading -- you and I are reading the same way, this table.

MR. CHHELAVDA:  Correct.

MR. GARNER:  So now if we go to any one of your OM&A expenditure tables, I mean there at Exhibit F, tab 1, schedule 1, or there's one at (a).  But using Exhibit F, tab 1, schedule 1, or if you just have handy your table of summary of Transmission OM&A expenditures.

Now, when I look at that table -- if someone can bring it up, Exhibit F, tab 1, schedule 1.  When I look at that table, when I am calculating those rates of return for 2018, is it the actual that's being calculated?  419, that's the number that's being used to calculate that rate of return?

MR. JODOIN:  Could we just quickly flip back to the other IR with the rates of return?  I just want to see the column headings.

MR. GARNER:  Energy Probe, yes.  You will see in 2018 there it's an 11.08 percent return vis-a-vis the Board's allowed 9 percent.

So what I am trying to look at is in 2018, now back to your OM&A, you have a planned and an actual, and I am assuming it's the actual that gives you that number, which is 419.2.  That was the number used in that calculation?

MR. JODOIN:  The actual OM&A in F-1-1 is a component of the ROE calculation in the interrogatory that we were reviewing.  It's component of it, yes.

MR. GARNER:  Right.  So that means that if I am reading this correctly, you had approximately a 200-basis point over earning in 2018, with an OM&A number of 419.2.  That's what I can gather from those two pieces of information.  That's correct?

MR. CHHELAVDA:  That would be correct, yes.

MR. GARNER:  Okay, thank you.  So my next thing is to talk just generally about the productivity savings in your plan anyways.

You know when we were at SEC 26 and we were looking at those amounts in the future, if those don't come to fruition, you know, they don't happen in any way, let's say, what difference does it make to the revenue-requirement calculation?  It makes a difference in 2020, right, because they are embedded into your start, but subsequent to that, what difference do they make to anything?  Let's say you don't achieve any of those savings.  How does it impact the revenue requirement?  Does it?

MR. JODOIN:  It really depends on the initiative, but the reality is if we were to achieve, to be very simple with this, nothing embedded in that table, when we come back in 2023 our costs will be higher.

MR. GARNER:  Right.  That's what I am just trying to understand, is for the purpose of the plan, though, for each one of the subsequent years up until you rebase again, is there an impact other than, I would -- like, when you do the ESM calculation do you take those productivity savings and somehow recalculate them into that, or do you just -- is there no difference to the rate -- the revenue requirement during the term of the plan?

MR. JODOIN:  yes and no.  There would be no adjustment made from a productivity to ESM perspective.  Slightly different but important to bring up in that, the in-service variance account, to the extent that if we can justify verifiable productivity capital gains over and above what's identified in this application, if we come in under the in-service number that we've quoted here but we can verify that it is related to productivity, then that is one specific adjustment we would make.

MR. GARNER:  Right, thank you for that.  And -- but for the -- so let's separate the capital versus the OM&A part of those productivity savings as you have.  So for the OM&A portion, though, as you point out, the only distinction of whether you achieve or over-achieve or under-achieve or exactly make, whatever's in that plan, the only impact will be in the subsequent rebasing period.  That's when all of that will come home to roost, so to speak, and everybody will look at what happened at that time; is that correct?

MR. JODOIN:  Partially.  So if we were to theoretically over-achieve on OM&A savings that trigger the ESM, we will not adjust for that, so that's why I am saying we won't adjust, right, so that if we do over-earn by more than 100 basis points we should share 50/50 for every one dollar after that.

MR. GARNER:  Right.  So really there's an issue -- in your evidence you talk about the validation of the productivity initiatives and that you are going to validate them, and Staff had asked you some questions about that.  That's only pertinent or relevant to the capital end of what -- of this rate plan, because that's where you have to demonstrate to the Board something in order to make an adjustment to the capital account; is that correct?

MR. JODOIN:  We will be validating all productivity initiatives, whether capital and OM&A.  Where the validation is brought forward is at different points.  So to your point about the OEB specifically, yes, the validation -- or the verifiable productivity gains relative to the in-service target, but recall productivity is embedded on the corporate team scorecard, hence there's a full exhaustive validation process that goes on annually for both OM&A and capital.

MR. GARNER:  Right.  And finally, I think the last question I have on this -- no, I don't have it.  I don't have a last question on this.  I think those are actually all my questions, so we can get to lunch.  Thank you very much.

MR. SIDLOFSKY:  Thanks, Mr. Garner.  We are just coming up on five to 1:00.  Let's resume in an hour, five to 2:00.  Thank you.
--- Luncheon recess taken at 12:55 p.m.
--- On resuming at 1:58 p.m.

MR. SIDLOFSKY:  Good afternoon, everybody.  We're back, and we are moving on to Energy Probe, Mr. Ladanyi or Dr. Schwartz?
Examination by Dr. Schwartz:


DR. SCHWARTZ:  Thank you very much, can you hear me?  Good, thank you.

Good afternoon, panel.  I guess we haven't met before.  I have a few questions about cost of capital and corporate structure.  They will, I guess, relate to Exhibit G in the main -- well, the first set will relate to Exhibit G, tab 1, schedule 1, and I will be referring to the application rather than to interrogatories, for which I appreciate the answers provided.

On page 2 of 4 of schedule 1, which is here at the top, the return on equity notes -- the return on common equity on the page notes that the calculation of the ROE of 8.98 percent as per the Board's formulaic approach, and I wondered does the application contain the steps or show the steps taken in that calculation?  Because I couldn't find it.

Maybe it's there perhaps, but I missed it.  In other words, how you reach the 8.98 percent according to the Board's formula.

MR. CHHELAVDA:  So the build up to the 8.98, it's a number that's provided by the Ontario Energy Board, their cost of capital parameters that we get on an annual basis.  So that's what under pins the 8.98 percent.

DR. SCHWARTZ:  I appreciate that.  But you mention that it is a formulaic approach, so there are certain is steps within the formula that you would have had to take into account in reaching 8.98, is that correct?

MR. CHHELAVDA:  Could you repeat your question?

DR. SCHWARTZ:  Well, the Board has a formula for calculating the ROE.  And I take it that that formula has a number of steps, maybe two or three or something, the bottom line of which is 8.98 percent.

So I'd like to see, if it's in your application, these intermediate calculations or intermediate steps to achieve this 8.98-figure.

Perhaps I missed it, but I didn't see it in the application.

MR. CHHELAVDA:  The formula is not in our application, but if you require it, we could give it to you.  It's just something we get from the OEB.

DR. SCHWARTZ:  Thank you. I was going to say if it's not there, could you please demonstrate the application of the formula by way of undertaking.

MR. CHHELAVDA:  Just out of -- okay.

MR. STERNBERG:  We may be speaking at cross purposes, but my understanding is the 8.98 percent figure is an OEB figure that's provided.  So I think the question -- it's a long way of saying I think that particular question asking this panel to provide further calculations in respect of it is irrelevant.

MR. DAVIES:  The 8.98 is calculated by the OEB.  That is correct, yes.

DR. SCHWARTZ:  Thank you.  I will withdraw that. I would still like to know how the OEB -- the formula and the inputs to the formula.

MR. STERNBERG:  The other thing I might just ask, which I am hoping will make it easier for us to follow along, is if Dr. Schwartz might be able to at least refer to whichever IRs his questions relate, so that the panel can be aware of them and we can follow along as well.

DR. SCHWARTZ:  Okay, that might be more problematic than beneficial, but all right.

Now, in that connection, whose ROE is it, this 8.98 percent?  Is it Hydro One Transmission, is it Hydro One Networks, or conceivably is it Hydro One Inc.?

MR. CHHELAVDA:  So it is based on the cost of capital parameters released by the OEB.

DR. SCHWARTZ:  Well, who are they doing it for then?  Is it Hydro One Transmission, or Hydro One Networks, or somebody else?

MR. CHHELAVDA:  They are doing it for purposes of all LDCs or organizations that they regulate, so it's applicable to everyone.

DR. SCHWARTZ:  Okay.  So is it Hydro One Transmission or is it Hydro One Networks?

MR. CHHELAVDA:  So given this is a proceeding for Hydro One Transmission, it would be the ROE for Hydro One Transmission.

DR. SCHWARTZ:  Okay, okay, thank you.  I was hoping that.  Now, if I could move on to the cost of long-term debt, which is in the same schedule G, tab 1, schedule 1.  And I believe I have an interrogatory.  Perhaps the reference point would be Energy Probe Interrogatory No. 26(d), which relates in some general way to long-term debt.

Now, the long term debt rate in this application is calculated to be 4.57 percent for the 2020 to 2022 period and, as I understand it, it equals the weighted average rate on embedded debt, new debt and forecast debt.

Is that debt rate the rate for Hydro One Transmission having regard to embedded debt, new debt, forecast debt, or is it for Hydro One Networks?

MR. CHHELAVDA:  I will refer you to that interrogatory which is Exhibit I, tab 2, schedule 26, page 2 of 3 to answer the question (d).  It is the long-term debt for Hydro One Transmission.

DR. SCHWARTZ:  For Hydro One Transmission, okay.

MR. CHHELAVDA:  Right.

DR. SCHWARTZ:  Fine.  Thank you.  Now, a somewhat more difficult question to pose -- but isn't all that difficult, I think, to understand -- when we say that the long-term debt rate for Transmission is 4.75 percent, I am wondering what that represents.

One of the interrogatories referred to the yield to maturity, but I am wondering if -- and please feel free to correct me -- are we saying that when 4.75 percent is taken of the correct number, that will be the interest coverage that you are requesting -- or the interest amount that you are requesting to recover in rates?

MR. CHHELAVDA:  I believe you mean 4.57, which is what is in our application.

DR. SCHWARTZ:  Yes, I am sorry, 4.57.

MR. CHHELAVDA:  So that would be the interest rate on the long-term debt, so that would be what we’d be seeking to recover.

DR. SCHWARTZ:  The coupons, the coupon rate.  That is you are trying to recover all the aggregate value of the coupon interest you will have to incur, and you want to recover that coupon amount in rates.

MR. CHHELAVDA:  Yes, so I will say that's the aggregate of all the debt that's issued, that's the composite rate of the debt that the Transmission business has, yes.

DR. SCHWARTZ:  Yes, but we are here talking about the coupon rate, not the yield to maturity.

MR. CHHELAVDA:  Correct.

DR. SCHWARTZ:  Okay, well, thank you.  That makes sense to me, at least in my naive understanding of these things.

So when we say, as you did in a response to one of our interrogatories on this subject, that the yield to maturity for Hydro One Transmission debt is the same as the yield to maturity on the Hydro One Inc. debt issued in respect thereof.  Those are the same, but they would not be equal to the coupon rate, presumably.

MR. CHHELAVDA:  Which interrogatory are we seeking clarification on?

DR. SCHWARTZ:  This is a question that elaborates on the IR.

MR. CHHELAVDA:  I think you may be referring to Energy Probe interrogatory 27, which is Exhibit I, tab 2, schedule 27, and I may be question (c)?

DR. SCHWARTZ:  Yeah, I guess that's the reference, but my question here goes beyond the interrogatory.

So you say that you're trying to recover through this application the coupon interest, the aggregate dollar value of coupon interest that you will have to pay out, that Transmission will have to pay out, and so that's what you were trying to recover through the application.

So that's not the same as saying the cost of debt is the same as the yield to maturity, because the yield to maturity, I think as is referenced somewhere in the application, takes into account costs of issue and the possibility that the debt might be issued at a premium or a discount.

MR. CHHELAVDA:  We would seek to recover all -- either premium or discount that forms part of the cost of issuing the debt.

DR. SCHWARTZ:  Well, we talked about the coupon rate.  That means something very specific.  So are you -- does the application seek to recover simply the dollar value of coupon interest that will be incurred or is it trying to recover something else related to the yield to maturity?

MR. CHHELAVDA:  Consistent with past applications, we seek to recover the total cost of the debt.  So the coupon rate on the debt plus whatever other costs, legal, legal cost, underwriting costs, that are incurred to issue the debt.

DR. SCHWARTZ:  So when you -- I guess this is my question, my confusion:  When you talk about the cost of debt you are not talking about the coupon rate, you are talking about the yield, the yield to maturity?  I mean, those are very distinct numbers.

MR. CHHELAVDA:  If I can direct you to Exhibit G, tab 1, Schedule 2, it will give you a detail of our cost of third-party long-term debt, so it will talk about the debt, the interest rates, as well as other costs that we seek to recover.

DR. SCHWARTZ:  All right.  So now you are saying that this application is not simply attempting to recover from in rates the coupon interest that will be payable on the debt?

MR. CHHELAVDA:  Perhaps I am not understanding your question properly.  If you can maybe rephrase or repeat it from me.

DR. SCHWARTZ:  Are we have a distinct -- do you quibble with the fact that I say that the coupon rate and yield to maturity on a bond are different things?

MR. CHHELAVDA:  I am not quibbling.  I am just not understanding your question.

DR. SCHWARTZ:  Well, before you said -- I thought you had agreed that this application was about recovering the coupon interest in order to pay it back -- to pay it to the investors, and perhaps you actually meant to say the yield to maturity, but you distinctly said coupon rate.  So what is it that this application is about?  Is it trying to -- in this respect is it trying to recover the coupon interest that will be payable to investors in rates, or are you trying to recover a number in dollars associated with -- calculated from the yield to maturity on the debt?

MR. CHHELAVDA:  Perhaps it might be more helpful if I direct you to some other evidence, pre-filed evidence, which is going to be Schedule -- Exhibit G, tab 1, Schedule 4, page 1 of 6, and it has all of the long-term debt associated with the Transmission business.  And then on top of that we will layer our treasury OM&A cost and other financial related costs, and that comes up with a total recovery and a percentage which is what we seek to recover.  So it's the cost of debt plus all other costs associated with the debt.

DR. SCHWARTZ:  I am sorry, fair enough, could you just help me go through that a little bit.  I see in column B is the coupon rate, if you look at line number 1.

MR. CHHELAVDA:  Yeah.

DR. SCHWARTZ:  And what else are you trying to recover through rates on that particular bond issue?

MR. CHHELAVDA:  So if you do down to line 35.

DR. SCHWARTZ:  Sorry, I am going on to column (e), so that would be 4.5 million in premium discount and expenses, so that would be added into the coupon interest of 7.35 percent in column (b)?

MR. CHHELAVDA:  Well, I mean, your coupon interest is going to be based on the face value of your debt, right?  So if you go down to -- the best way, if you go down to column L.

DR. SCHWARTZ:  Yeah.

MR. CHHELAVDA:  Right?  And you will see -- on line 34 you will see a subtotal, so that's 242.6 --


DR. SCHWARTZ:  Yes.

MR. CHHELAVDA:  -- of carrying cost, then you will have OM&A costs on top of treasury OM&A cost, as well as other financial related fees, to come up with 247.4, and then that's a projected average embedded cost of debt.

DR. SCHWARTZ:  So that the 247.4 million is the number, the amount you are trying to recover in rates.

MR. CHHELAVDA:  That's what embedded in the application, correct.  And so just one point of clarification is this 5.347 that's going in the application, that's what's being applied, so it's -- so, yes, so it's this rate here that goes into rate base, and my apologies, Schedule 1 of 6 is a 2015 schedule, so the more relevant schedule to look at would be actually page 6 of 6, which is for the 2020 year, which is where you have the 5. -- 4.57.

DR. SCHWARTZ:  Yeah, yes, yes, yes, I saw that.  All right, thank you.  And we just add parenthetically, I guess we would agree that as a technical matter the coupon rate and the yield to maturity would be the same if the bonds were issued at par.  There would be no premium or discount.  There might be expenses of issue, but setting those aside.

MR. CHHELAVDA:  Correct.

DR. SCHWARTZ:  Okay.  So that was the distinction I was trying to get at, and I appreciate your answer, thank you.

Now I have a couple of more questions relating to credit ratings that I did not put in my interrogatories because I didn't think of, but I think they are fairly straightforward.  If we could have Exhibit A, tab 6, Schedule 3, and then attachment 4, which is Moody's Investor Service rating action, Moody's downgrades, et cetera, et cetera, June 20th, 2018.  Yeah, that's it.

Now, on page 2 of that attachment, I guess -- is it page 2?  Yes.  On that page, if you just go up a little bit to the one, two, three, fourth paragraph down.  Let me see if I've got that right.  Yeah, and take a look at it.  It says:

"Hydro One Inc. is an electricity transmission and distribution company.  Hydro One Inc. is about 47.4 percent indirectly owned by the Province of Ontario.  However, its ownership position in Hydro One Inc. will likely decline to about 40 percent over the next several years.  Hydro One Limited is the publicly traded vehicle that owns 100 percent of Hydro One Inc.  Hydro One Inc. is regulated by the Ontario Energy Board under cost of service and incentive rate frameworks."

Is that accurate?  I mean, I had to read it five or six times.  I think it is not accurate, but maybe I'm wrong.

MR. CHHELAVDA:  So, I mean, at the time this was published by Moody's it's accurate.  I --


DR. SCHWARTZ:  Well, this is what I don't understand and part of my confusion in this is the different entities that were involved.

I mean, the first line says Hydro One Inc. is 47 percent indirectly owned by the Province of Ontario.

MR. STERNBERG:  Can I just interject.  Perhaps Dr. Schwartz can assist us with, A, what the relevance is to this question, the material relevance to what the Board's going to are have to decide; and B, I am mindful that this is not a follow-up clarification question to an IR response.  So I'm struggling to see the relevance or the appropriateness of that question.

DR. SCHWARTZ:  I don't have a lot of time here.  If the managers would like to give me a few extra minutes, I can do that.  But otherwise, I'd just like to ask -- have the question put.  I don't think whether it's of relevance right now is at issue.  I am just trying to understand the application and I think there is something confusing in Moody's description of your organization chart, because I don't believe -- because I believe that Hydro One Inc. is a wholly-owned subsidiary of -- sorry, yes, that Hydro One Inc. is a wholly-owned subsidiary of Hydro One Limited.  Here it seems to be saying that Hydro One Inc. is 47 percent indirectly owned by the province.

MR. CHHELAVDA:  So what they are saying here is accurate.  I mean, Hydro One Limited is the parent organization that owns Hydro One Inc., and the Province of Ontario owns 47.5 percent of Hydro One Limited.

So it's a factual statement.  To say that the province indirectly owns 47.5 percent of Hydro One is correct, based on the amount of shares they own of Hydro One Limited.

MR. STERNBERG:  To try to speed things along, this may assist Dr. Schwartz; I am hoping it will.

In the pre-filed evidenced -- I think it’s up on the screen now, in  A5 1, I believe attachment 1, there is the organizational chart.

DR. SCHWARTZ:  Well, maybe to clarify it, I now turn to the Dominion bond rating report in the same exhibit, tab and schedule.  Attachment 1, which the DBRS rating report, Hydro One Inc., April 12, 2018, on page 6 of that attachment.

MR. CHHELAVDA:  Are you on page 6 of that?

DR. SCHWARTZ:  Page 6 of attachment 1.  It's this chart, yes.

Now, notwithstanding what I think may be a confusion on my part, is that chart correct, as far as you know?

MR. CHHELAVDA:  Yes, this chart is correct and it's consistent with our pre-filed evidence that shows --


DR. SCHWARTZ:  That's what I would have thought.  I just direct your attention to the Moody's thing, which I think is inconsistent, with that chart.  But you have to read it over a few times.  So let me just leave that because that's the only relevance I think that can be drawn, that there may be a mistake in Moody's description.

Now, here is a more conceptual question perhaps, having regard to this organization chart that we are looking at.  Suppose Hydro One prepares a bond issue only for the financing needs of the transmission business, and let's just put that at $50 million just hypothetically.

Case 1, so that would have certain terms and conditions that would be negotiated with the dealer group who understands the market; all of that is understood.

Now, do you think that those terms and conditions would differ if the same $50 million bond issue included transmission bond, bonds issued by the transmission business, and other parts of Hydro One Networks?

MR. CHHELAVDA:  So I want to be helpful, but if you could direct me to which interrogatory response I am trying to clarify.

DR. SCHWARTZ:  I don't think this is in an interrogatory; it's just a question.  I am asking because we have made certain statements about what is the appropriate cost for Hydro One Transmission, and so on and so forth.  But what about the bonds issued by Hydro One Limited -- no Hydro One Inc. --


MR. STERNBERG:  Sorry, I am going to --


DR. SCHWARTZ:  -- for the aggregate of the businesses underneath, including Hydro One Networks and Hydro One remote communities?

MR. STERNBERG:  We are going to object to that question.  It's not tied to an IR, it's not a clarification question, and I don't see the relevance of it in any event to what the Board's going to have to decide on this application.

DR. SCHWARTZ:  That's okay with me.  I mean, if you don't want to answer it, you don't have to.  Thank you very much.

MR. SIDLOFSKY:  Thanks, Dr. Schwartz.  Mr. Higgin, did you have some additional questions?

DR. HIGGIN:  My questions are on a totally different topic.

MR. SIDLOFSKY:  But for this panel?
Examination by Dr. Higgin:


DR. HIGGIN:  Yes, please.  I would like to just pick up a couple of follow-up on questions KT2.1, otherwise known as SEC 58.

I sent you in a spreadsheet which I did a few little calculations on.  And what I was trying to look at is why aren't the totals, if we can look at the top of the thing, transmission unrepresented first.

So let's just go through.  There are the head totals, which I believe are Transmission numbers, correct?  Just to reconfirm those numbers are Transmission.  It says head count total/FTE Transmission, correct?

MS. LILA:  I believe so, but I am not sure which line you are references.

DR. HIGGIN:  Line 13.

MS. LILA:  Line 13.  Yes.

DR. HIGGIN:  So those are Transmission.  So the issue is then, looking across here, are these the actual year end totals, correct, for Transmission?  FTEs, year end totals, is that what I am looking at for this group, Transmission unrepresented?

MS. LILA:  So as per the chart, that head count figure also has head count total and FTE.  So the head count would be the year end head count, and the FTE figures would be the annualized information.

DR. HIGGIN:  Annualized amount; that's the average amount in essence?

MS. LILA:  Annualized, yes.

DR. HIGGIN:  Okay.  So I did a little bit of math here and I am figuring out that -- let's normalize the total comp to the head count, just do the math.  And I did that little bit of math and what I came up with was everything seemed to be going along reasonably okay, until we get to 2017 to 2018 and then to 2019.  And as you can see, there is a small change in 2018 in head count and then another increase back up to 307.

But if you look at the total comp, it doesn't flow along with the head count.  Believe me, I did the math, and if it -- we normalized it.  So if you don't understand what I am trying to get at, it's that if you look at the total comp unrepresented, it doesn't flow together with the FTEs.  On a total comp per FTE, it doesn't flow.

I actually did the calculation, and I don't want to spend a lot of time.  So can I have an undertaking to do that just for that one group, that is to normalize the total comp for the Transmission unrepresented total to the head counts for each of those years from 2017 through to 2022.

Could I have an undertaking to do that, to normalize it?

MS. LILA:  Before we get to an undertaking, perhaps I can help explain some of the differentials that are occurring, particularly with respect to -- you have certainly highlighted the STI and LTI component.

As part of the -- as part of the Bill 2 Hydro One accountabilities acts, some of the executives compensation costs were removed, and those would be particularly reflected in the short-term and long-term incentive programs, which is why you see some of those decreases in the subsequent years, and so that would sort of add to some of why there might be some discrepancy in those figures that you're pointing to.

DR. HIGGIN:  So that would be on the LTI and the ESOP as well or not?  The ESOP is not affected.

MS. LILA:  It would be effective on the short-term incentive, long-term incentive, and --


DR. HIGGIN:  No, I said ESOP.

MS. LILA:  -- and the employee share ownership plan would have some impact, but not significant.

DR. HIGGIN:  Okay.  So this is why, then, the head count and the total comp don't match up going forward, because of those changes to the legislation; right?

MR. JODOIN:  Just to -- if you look at row 5 and if we just simplistically compare row 5 to the FTE Transmission, granted it's only one row, but --


DR. HIGGIN:  That's just base pay, sure.

MR. JODOIN:  Sure.  But you can see the flow moving in the way we would expect, right, so FTE Transmission 308 in 2017 down to 290 and we see a decline in the base pay, and then the year following we see an increase in the FTE, so then we see an increase in the base pay, so I think it's -- as my colleague mentioned, it's just some of these, I guess unique circumstances in the point in time that caused sort of the -- when you do that total average it throws off the flow, but when you actually look at the components it is moving as expected.

DR. HIGGIN:  So you -- so doing the normalization, which is important to know is what is the total compensation for each FTE -- you're saying there's a disconnect and a change that happened for that group and only that group within your total comp?  Only for that group, which is the unrepresented?

MS. LILA:  Yes, that would be the primary driver particularly for this area.

DR. HIGGIN:  Okay.  So now, then, look at the Society then and tell me why when you look at the same normalization for the Society it doesn't flow.  Transmission, Society's representative, which is on line 38 through to 40 on KT2.1.

MS. LILA:  Sorry, as I look at sort of line 39 I do see it as you calculated an incremental increase.

DR. HIGGIN:  Yes.  So can you normalize then just for -- let's talk about Transmission, Society represented.  Can you normalize the total comp to the head count for the years 2018 to 2022 for me, just so I can see it and see what the normalized total comp is for that group?

MS. LILA:  Could you please define your definition of "normalize"?

DR. HIGGIN:  Of, sorry?

MS. LILA:  Could you please define what your definition is of "normalize"?

DR. HIGGIN:  Normalize, it is total comp to FTE.  Straightforward.  So what on average does each employee, each FTE, receive in each year?

MS. LILA:  Sorry, Dr. Higgin, isn't that what your calculation on row 39 does?

DR. HIGGIN:  Yes, that's what that does.  If you are looking at my version of it, I haven't filed that, you see.

MS. LILA:  Right.

DR. HIGGIN:  You are looking at that, and nobody else has that.  That's why I am asking this.

MR. STERNBERG:  Why don't we take this back.  It sounds like the request, if I am understanding it, is for the folks on this panel or whoever is appropriate to consider the calculations that we are seeing, I believe, for the first time on this line 39 from Dr. Higgin and advise whether Hydro One takes issue with it or not, and if that's the request I think that's appropriately dealt with by way of undertaking.

DR. HIGGIN:  Okay.  We will have to give this an exhibit in order to do that calculation.  Otherwise it won't have any use at all.

MR. STERNBERG:  We can either give it an exhibit, or I think there's four numbers you are referring to.  We can read those four numbers into the record for 2018, 2019, 2020, and 2021, either way.

MR. SIDLOFSKY:  Dr. Higgin, I am happy to give it an exhibit number.  We will call it KT2.2, and that way you don't have to read it back again, and we will give that Undertaking No. JT2.29.

DR. HIGGIN:  That's good. 
EXHIBIT NO. KT2.2:  DR. HIGGIN'S HANDOUT.
UNDERTAKING NO. JT2.29:  TO CONSIDER THE CALCULATIONS ON LINE 39 ON EXHIBIT KT2.2 AND ADVISE WHETHER HYDRO ONE TAKES ISSUE WITH IT OR NOT.

MR. SIDLOFSKY:  Thank you.  I apologize, I should have referred to you as Dr. Higgin before.  My apologies.

One last thing before I let you keep going.  For those people on the phone lines, if you could just mute your phones when you are not asking questions.  There's just some background noise that we are hearing here in the room.  Thanks very much.

DR. HIGGIN:  So I'd like to just flip over now to SEC 55, and I had a follow-up question.  And if you can look at the actual table that has the net Mercer reductions, and so on that particular table in that interrogatory.  It's lower down, the -- line 25 and down, I believe.  It has net Mercer median reductions.  We looked at it earlier today.

MR. JODOIN:  I think if you just scroll down a little bit, it's the next table in the -- I think that's the one you are referring to, yeah.

DR. HIGGIN:  So what I'd like to understand, first of all, is this something that Mercer produced or did you, Hydro One, produce this?

MR. JODOIN:  Hydro One.

DR. HIGGIN:  Okay.  So the only two areas that I want to talk about are on lines 3 and 4.  You see the pension reduction OM&A and the OPEB reduction, they were talked about earlier today.

So these calculations, first of all, can you confirm how these numbers were produced from the valuation that you just received from the actuaries.  So where did the 5.5 and the 2.4 come from?  Could you give me the reference, please.

MR. JODOIN:  Sure.  If you just continue on with the interrogatory, there are a few bullet points that identify a description for each one, so it looks as though -- so you are talking about the 5.5 and the 2.4.  As noted in this IR, so I guess Exhibit 5 -- F, tab 5, Schedule 1, attachment 1 for the pension and OPEB Exhibit I, tab 1, Schedule OEB 205 --


DR. HIGGIN:  So we can find those numbers in the Willis Towers Watson report, and then the allocation of those to Transmission.  So we can piece it together to come up with those numbers.

MR. JODOIN:  I think the reference is just what study they came out of and doesn't provide you the specific math for it.

DR. HIGGIN:  I figured that's what I was going to ask you to produce, was the calculation that would support those two numbers.

MR. CHHELAVDA:  Yes, we can provide that by way of undertaking.

DR. HIGGIN:  Now, on the question of using these --


MR. SIDLOFSKY:  We should give that an undertaking number, JT2.30. 
UNDERTAKING NO. JT2.30:  RE: SEC 55, NET MERCER MEDIAN REDUCTIONS, TO EXPLAIN THE CALCULATION OF THE PENSION REDUCTION OM&A AND OPEB REDUCTION

DR. HIGGIN:  So coming back to these two numbers, you are using these as an illustration -- I would use it as saying the offset to the premium that Mercer has found.  That's how I interpret this table.  Am I wrong about that?

MS. LILA:  I wouldn't necessarily characterize our compensation and costs as a premium.  I would say they are a refection of our --


DR. HIGGIN:  Above median, should I say.

MS. LILA:  That's fine.

DR. HIGGIN:  What I am trying to understand it's quite straightforward.  You are using this to demonstrate to, I guess the intervenors or anyone else, that in fact you're providing an offset as a result of the changed valuation that Willis Towers provided.  Is that my understanding?

MR. JODOIN:  Consistent with what the process for the Distribution rate application and how that played out, we are providing compensation related updates to the revenue requirement that have been rolled into the revenue requirement through reduced revenue requirement, relative to the Mercer median calculation that was done prior to these changes happening.

DR. HIGGIN:  Okay, thank you.  So this valuation will change over time, correct?  The valuation that has been provided by Willis Towers will change over time?  You will do another one in a year, or whatever.

MS. LILA:  Sorry, just to clarify, this study is with respect to Mercer.  I think you just referenced Willis Towers Watson, so I am confused.

DR. HIGGIN:  No, I am saying the source, as I understand it, of this offset to the revenue requirement comes from the Willis Towers valuation that says you don't have to pay as much now for pensions and for OPEBs.  Is that how I interpret it?

MR. JODOIN:  That is accurate, and that's why we have reduced our revenue requirement for it.

DR. HIGGIN:  I just wanted to -- so my first question was will that valuation on which this is based change over time?  Will you be doing another one and would there be then an update to this number that you would use?

MR. CHHELAVDA:  Maybe I can help out there. So for the pension, yes.  There's a requirement to do, at a minimum, a tri-annual valuation.  So in the event that a valuation occurs during this rate period, we do have the pension cost differential that will capture any differences.

DR. HIGGIN:  My understanding of the cycle is the last one was '17.  Is that right or wrong?

MR. CHHELAVDA:  I believe '17 is the last one, correct.

DR. HIGGIN:  So this would be in 2020, this is the test year, you will have another valuation and that may change the calculation underlying these numbers for the test year.  Is that my understanding?

MR. CHHELAVDA:  That is correct.  The numbers could increase or decrease, correct.

DR. HIGGIN:  Okay.  That's all I wanted to understand.  So this based on historic, not on 2020 valuation, correct, this table?

MR. CHHELAVDA:  So it's based on a valuation that was done as at December 31st, 2017, and it gives you your funding requirement for the next three years, yes.

DR. HIGGIN:  Okay.  Now I had one other small question to follow-up on EP 21 on the Mercer, and it's part (c) of that that I'd like to look at.

And this is now to my characterization, we'll characterize this as you did a benchmark that included the controller -- Mercer did, sorry, which included the controller position, correct?  Am I right about that?

MS. LILA:  Yes, that's correct.

DR. HIGGIN:  And then somehow the result was it was 20 percent, quote, "above median".  That was the result for that particular position for the controller.  Am I correct about that?

MS. LILA:  Correct.  In the evidence, the table B1 reflects that 20.3 percent above median -- and that was not completed by Mercer, just to clarify.

DR. HIGGIN:  Now, why did you -- did you ask Mercer to redo the benchmark with these other five power utilities, which are transmission companies, to get a different result?  Is that how we got to this table here?

MS. LILA:  So if I could help clarify -- just one moment.  In our evidence, pre-filed evidence, Exhibit F, tab 4, schedule 1, page 46, this is where the table comes from.  This table was not prepared by Mercer.  This table was prepared by Hydro One's labour relations team as part of market scan that they completed.

And as we point out in our response to Energy Probe 21, that there are a number of local distribution companies in this table.  And so in this response, we removed those local distribution companies because they are not reflective, or don't have both transmission and distribution businesses as Hydro One does.  So that's why we came up with those five organizations to come up with that roughly 3 percent -- 2.8 percent.

DR. HIGGIN:   So in essence then, Hydro One did another benchmark study on its own, using these five utilities and throwing out the rest from Mercer's benchmark to come up with this new number.  Is that what happened?

MS. LILA:  No.  Hydro One's labour relations team, as part of our normal practice in preparation for collective bargaining, completed a market scan and prepared the table that I referenced that's on the screen now.  And then these subset of five, once we removed the local distribution companies, are the ones that remained.  So these numbers were not provided by Mercer.

DR. HIGGIN:  That's the whole point I am coming to.

MS. LILA:  Okay.

DR. HIGGIN:  This comparison, this benchmark is not produced by Mercer.

MS. LILA:  You are correct.

DR. HIGGIN:  They included those -- that position as part of their benchmark.  So this is something else that you have produced subsequently.  Why did you feel you needed to produce this?  To show a better result for the controller, or what was the reason why you did this separate study outside of the Mercer?  I would like to understand it.

MS. LILA:  Sure.  So as I previously stated, the table that this comes from is table B, which is a PWU base rate comparison as part of Exhibit F, tab 4, schedule 1.  And here we have done this market scan, as is typical practice in preparation for labour relations bargaining, collective bargaining.  So this is another additional data point that we would reference as part of that process.

And in response to the question that you asked us as to why the controller position is above market, we sort of articulated why some of the lines of businesses here might not be applicable, so as the labour relations team would do a market scan of both Ontario and non-Ontario utilities to understand what the compensation rate is.

And so to help with your specific question, we tried to look at comparable organizations of Hydro One's transmission and distribution business, for which some of them were not, to come up with a more precise peer group.

DR. HIGGIN:  So that's what you did for the controller.  Why couldn't the same thing have been done for other segments of the Mercer study?  You might have found some flaws with the sample group, for example, for other positions, but you didn't.  Was this discussed with Mercer?

MR. STERNBERG:  I think the witness has answered the question a few times, and provided her answer as to the way that this does not relate to the Mercer study.  And I think she's explained a few times the basis for this evidence.

DR. HIGGIN:  All right, we will leave it.

So my last question is on Energy Probe 20.  And basically what I'd like to do is go to F, 04, 01.  That's the reference that was used in the interrogatory.

So if we can pull up Figure 7, F, 04, 01, Appendix A, Figure 7.  It's a PWU pension changes chart.  I hope I haven't got that reference wrong.  Following that there's other figures for the Society which your code numbered as A2, but...

I can try and -- I'd have to go back in and look if I have got it wrong.  There, you have it, yes, thank you very much.

So the questions here relate to the fact of what we are talking about, the differences between the service cost ratio for this segment of the PWU as shown on Figure 7.  So just to confirm, orient people to the chart, the dotted line shows where you've moved from back in 2013 to where you currently are in 2018, and then it shows the ratio stays constant because it's frozen during your existing PWU agreement, correct?  It's frozen at 1.5.  Am I correct on those points?

MS. LILA:  Yes, I think the chart articulates that from 2018 to 2022 the 1.5 service cost ratio remains consistent.

DR. HIGGIN:  Remains constant, okay.  So you can imagine what the next question is going to be, which is how much is that difference -- i.e., the difference between one zero, which is where the Board is trying to encourage everybody to be, and 1.5 over the next five years.  What is the actual amount of that that Hydro One is contributing to the pension plan?

MS. LILA:  The calculation you're requesting would require us to seek assistance from our actuaries to perform that kind of analysis.

DR. HIGGIN:  Is there a ballpark estimate approach saying head count times amount times year?  Just a simple estimate from a -- saying we have so many head count, we have this much extra pension, contribution, times number of years?  Is there an estimate you can come up with?

MR. STERNBERG:  Why don't we in the interest of time and given the last response we will take that under advisement, confer, and if we can reasonably provide some responsive information that's relevant we will, and if not we will advise.

DR. HIGGIN:  All right.  And I have a similar question if you --


MR. SIDLOFSKY:  Sorry, Dr. Higgin, that will be JT2.31.
UNDERTAKING NO. JT2.31:  TO PROVIDE THE AMOUNT OF THE SERVICE COST RATIO THAT HYDRO ONE IS CONTRIBUTING TO THE PENSION PLAN.

DR. HIGGIN:  -- I have a similar question related to the Society, and specifically, though, in this case because it's split between those that are on the legacy plan, which has a ratio -- just take it subject to check -- of 1.7, so that is on Figure A1 if you want to pull it up.

MR. STERNBERG:  We will take the same position --


DR. HIGGIN:  Same, so --


MR. STERNBERG:  -- so we will advise you -- we will consider it and advise of our position.

DR. HIGGIN:  That's it.

MR. SIDLOFSKY:  JT2.32. 
UNDERTAKING NO. JT2.32:  TO PROVIDE A SIMILAR RESPONSE RELATED TO THE SOCIETY OF UNITED PROFESSIONALS.

DR. HIGGIN:  Okay.  Thank you very much, those are my questions.

MR. SIDLOFSKY:  Thanks, Dr. Higgin.  Anwaatin.
Examination by Mr. McGillivray:

MR. MCGILLIVRAY:  Thank you.  Good afternoon, panel, Jonathan McGillivray, counsel for Anwaatin.  And I think I only have one area of questioning, probably for you, Mr. Berardi.  If I could take us to Anwaatin 4 and go to page 3 of 4 of that interrogatory response.  And I am looking at approximately lines 20 through 22.  We asked about communications and coordination between Transmission and Distribution relating to reliability in Indigenous communities, amongst a few other things.  And you indicated there that Transmission and Distribution communicate regularly with respect to reliability including for Indigenous communities, which is helpful.

Mr. Jesus and I had a discussion related to this, I think from a planning perspective, with respect to the Aroland First Nation DBSS pilot project.  I just have a few questions, I think from a shared services perspective, and I am hoping you can help from that angle.

Specifically I would like to understand how Transmission and Distribution coordinate with each other with respect to reliability improvements and the like.

MR. BERARDI:  I can't answer the questions on reliability.  That was best suited for the previous panel.

MR. MCGILLIVRAY:  Are there aspects of shared services that support reliability improvements?  Is there any connection?

MR. BERARDI:  Well, so I if -- shared services is accountable for supply chain facilities and real estate, fleet, and helicopter operations.  From a reliability standpoint is we need to ensure that we have the right materials for project execution.  So by extension, I guess we could say that we contribute to the efficient operation of work execution.

MR. MCGILLIVRAY:  Okay.  And would facilities or real estate perhaps feed into a project that seeks to improve reliability?  And we can speak specifically to the Aroland First Nation project or not.

MR. BERARDI:  I am not familiar with the project you are referring to.

MR. MCGILLIVRAY:  Okay.

MR. BERARDI:  I'd say, no, I can't speak to that.

MR. MCGILLIVRAY:  Okay.  I think that's fair.  Thank you, those are my questions.

MR. BERARDI:  Thank you.

MR. SIDLOFSKY:  Thanks, Mr. McGillivray.

Mr. Aiken.
Examination by Mr. Aiken:


MR. AIKEN:  Yes, thank you, my questions have been whittled down to about three areas.  The first one is on LPMA Interrogatory No. 3, and specifically the first paragraph, and I will just read it.  It says:

"Based on the 2020 test year assumptions applied, the difference will be approximately $6 million over the three years from 2020 to 2022."

And my question is a simple one.  Is that $6 million in each year or $6 million in aggregate over the 2020 to 2022 period?

MR. CHHELAVDA:  So it's 6 million over the three years.

MR. AIKEN:  So, sorry, you are saying it's 6 million in aggregate?

MR. CHHELAVDA:  In aggregate, correct.

MR. AIKEN:  Okay, so 2 million a year?

MR. CHHELAVDA:  Yeah, so I mean the way we look at this is we don't look at it each individual year, it we are looking at it in aggregate.  So it is 6 million in aggregate.  That's the best way I could answer that question.

MR. AIKEN:  Okay, so the balance in that account under the assumptions that we're given, at the end of 2022 would be $6 million.

MR. CHHELAVDA:  That is correct.

MR. AIKEN:  Okay, thank you.  My next question deals with LPMA schedules 10 and 7.  And in 10 -- you don't need to pull it up, but it just verifies that all the external revenue accounts have variance accounts associated with them and those accounts are found in tables 1 and 2 of Exhibit E, Tab 2, schedule 1.

And then turning to Interrogatory No. 7 from LPMA, this deals with the overdue external revenues and bad debt write-off but it's limited to -- my understanding, to the other external revenue.  And my question, first of all:  Is this the same other external revenue as the fourth item in tables 1 and 2 in Exhibit E, Tab 2, schedule 1?


MR. CHHELAVDA:  Could you just repeat that last reference?


MR. AIKEN:  Yeah Exhibit E, Tab 2, schedule 1.  There's two tables there, tables 1 and 2, and they show I believe -- I don't have them in front of me myself, but I believe there's four different sources of other revenues there, one being other external revenues, and I just wanted to confirm that this bad debt and write-off issue is only to deal with that one item in those tables; it doesn't deal with the land and the other types of revenues that are shown there.

MR. CHHELAVDA:  I believe you are correct.  It relates to other external revenues.

MR. AIKEN:  Okay.  Now, does the forecast in table 2 in Exhibit E, tab 2, schedule 1, does that include bad debt write-off, or is the bad debt included in the OM&A forecast somewhere?

MR. CHHELAVDA:  So subject to check, we believe that the bad debt would be included in OM&A and this would just be the gross other external revenues.  But we will confirm that.

MR. AIKEN:  Okay.  And then as a follow-up to that --


MR. SIDLOFSKY:  Sorry to interrupt, Mr. Aiken.  Did you want an undertaking for that?

MR. AIKEN:  Maybe after I ask my next question we can combine it as well.

MR. SIDLOFSKY:  Okay, sorry.  Go ahead.

MR. AIKEN:  My question is how, if at all, is the bad debt write-off associated with the other external revenues reflected in the variance accounts for other external revenues.  And if you could add that to the previous question, that would be my undertaking.

MR. CHHELAVDA:  We will add that.

MR. SIDLOFSKY:  Okay.  So collectively, we will call that undertaking JT2.33. 
UNDERTAKING NO. JT2.33:  RE: EXHIBIT E, TAB 2, SCHEDULE 1, TABLE 2, TO CONFIRM WHETHER BAD DEBT IS INCLUDED, OR IS IT INCLUDED IN THE OM&A FORECAST; TO DESCRIBE HOW, IF AT ALL, THE BAD DEBT WRITE-OFF ASSOCIATED WITH OTHER EXTERNAL REVENUES IS REFLECTED IN THE VARIANCE ACCOUNTS FOR OTHER EXTERNAL REVENUES.


MR. AIKEN:  And then my last area is LPMA Interrogatory No. 11, and my understanding is that the new depreciation study results in lower deprecation costs in each of the years 2020 through 2022.  Is that correct?

MR. CHHELAVDA:  That is correct.

MR. AIKEN:  Have you made any other changes in the methodology used to calculate the depreciation on fixed assets, capitalized depreciation, asset removal costs, losses or gains on asset disposition or amortization expense since the last cost-of-service application for Hydro One Transmission?

MR. CHHELAVDA:  Yes, the assumptions underlying the studies are consistent.  So to answer your question, any changes, no.

MR. AIKEN:  Okay.  And then finally, my understanding is for deprecation you use the half-year rule.  Do you use that for both regulatory and accounting purposes?

MR. CHHELAVDA:  Yes, we do.

MR. AIKEN:  Okay, and do you know roughly how long you have used the half-year rule?  I don't need an exact year, just have you been using it for the last ten years?

MR. CHHELAVDA:  Subject to check, we believe we have used this since is it's been incorporated.  So it's been used for quite a long time.

MR. AIKEN:  Okay, that's fine.  Thank you, those are my questions.

MR. SIDLOFSKY:  Thanks, Mr. Aiken, and on to Mr. Brett.  Do you have any questions this afternoon?

MR. BRETT:  We have no questions on this panel, James.

MR. SIDLOFSKY:  Okay, thank you.  So I believe that concludes panel 2.  Thank you, panel.

MR. BERARDI:  Thank you.

MR. SIDLOFSKY:  We are just going to go off air for a few minutes.  We won't take a break but we will go off for a few minutes to let the panels change.
--- Recess taken at 3:05 p.m.
--- On resuming at 3:16 p.m.

MR. SIDLOFSKY:  We are now back on the air and we are moving on to panel 4.  If you can introduce your panel.

MR. STERNBERG:  Yes.  So we have -- at the south end of the table we have got the external expert consultant, Steven Fenrick, of Clear Spring Energy Advisors, and the three other panel members, who are with Hydro One, I would ask them each in turn to state their name for the record and their title, please.

MR. ALAGHEBAND:  Bijan Alagheband, manager, economics and load forecasting

MR. LI:  Clement Li, manager, pricing.

MR. VETSIS:  Stephen Vetsis, senior regulatory advisor.
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MR. STERNBERG:  Thank you.  And just before we turn it over to questioning, if we may deal now with the written questions that we have had from some of the parties, and we have received questions for this panel in writing from VECC, LPMA, and APPrO, and we have agreed to deal with those by way of undertaking, so we will undertake to respond to those questions.  If there are any particular questions that have been asked by any of those parties that Hydro One takes the position are either unreasonably onerous or not probative, we will advise of that position as part of the response.

MR. SIDLOFSKY:  Thanks, Mr. Sternberg.  So I will give the VECC material Exhibit No. KT2.3 and the corresponding undertaking will be JT2.34, the LPMA material Exhibit KT2.4, and the corresponding undertaking will be JT2.35, and the APPrO material will be KT2.5, with the corresponding undertaking being JT2.36.
EXHIBIT NO. KT2.3:  VECC'S WRITTEN TECHNICAL CONFERENCE QUESTIONS FOR PANEL 4.
UNDERTAKING NO. JT2.34:  TO RESPOND TO EXHIBIT NO. KT2.3.
EXHIBIT NO. KT2.4:  LPMA'S WRITTEN TECHNICAL CONFERENCE QUESTIONS FOR PANEL 4.
UNDERTAKING NO. JT2.35:  TO RESPOND TO EXHIBIT NO. KT2.4.
EXHIBIT NO. KT1.1:  APPRO'S WRITTEN TECHNICAL CONFERENCE QUESTIONS FOR PANEL 4.
UNDERTAKING NO. JT2.36:  TO RESPOND TO EXHIBIT NO. KT1.1.

MR. STERNBERG:  Just for clarification, the APPrO one may have been given an exhibit number already that was reserved, KT1.1, that maybe was meant to apply to these questions as well.

MR. SIDLOFSKY:  Sorry, my apologies; that's right.  We will take out the --


MR. STERNBERG:  JT1.36 was the associated undertaking number I believe was reserved.

MR. SIDLOFSKY:  It'll be -- yes, that's right, sorry, thank you.

MR. STERNBERG:  The only other thing I'd note is just in respect of timing of responding to these various undertaking requests, given the requests there may be some additional time than the normal amount of time for undertaking that's required for some of them, and we'll -- we can advise of the timing that's required for those questions.

MR. SIDLOFSKY:  Thanks.  We can discuss timing a bit later, I think.  But if you want to go -- sorry, it's back to us.  We have Keith Ritchie, project advisor, and David Hovde of PEG, who will be asking questions of panel 4.  And, I am sorry, Arturo Lau as well, also a project advisor with Board Staff.  Mr. Ritchie is going to proceed.
Examination by Mr. Ritchie:

MR. RITCHIE:  Good afternoon, panel.  I just have a few questions, and I think my questions are probably going to be directed to Mr. Vetsis.  The first is with respect to OEB Staff 5, part (c).

And basically the question was sort of like asking about really what differentiates the proposal from a three-year cost of service.  And turning over to the response on that one, basically you're sort of really talking about, one, the cost of capital is not updated annually, and also that --


MR. BRETT:  James, does everyone have their mic on?  I couldn't hear Mr. Ritchie.

MR. SIDLOFSKY:  It is on, Mr. Brett.  I will just have Mr. Ritchie move the mic a little closer.

MR. RITCHIE:  Sorry, I guess just to -- it's about the response to part (c), where in terms of trying to differentiate Hydro One's proposal from a multi-year cost of service you indicate that the cost of capital is not updated, and also that you have proposed an earnings sharing mechanism and a -- you have the customer in-service variance account.

Now, I am just wondering, in terms of multi-year cost of service, I am not -- I actually think I am aware of some examples where you do not have annual cost of capital updates.  You do, in fact, sometimes have mechanisms like capital or variance accounts and ESMs in place.

So I am just trying to understand what is the basis for your response in part (c)?

MR. VETSIS:  I think the basis is that on a holistic approach the custom IR proposal offers more than is typically found in a multi-year cost of service, though there may be exceptions.  Historically certainly from Hydro One's perspective when there have been multi-year cost-of-service applications the cost of capital parameters have been updated annually.

Similarly, where there have been -- there may have been an ESM as such typically there haven't been multiple mechanisms for protecting customers such as we have here.

But I would say the main difference here is the fact that ultimately we are proposing a mechanistic adjustment, a mechanistic calculation.  Once the revenue requirement is determined in 2020 through a cost-of-service basis it will be adjusted mechanistically, formulaically, through the following two years of the custom IR period.

MR. RITCHIE:  Okay.  Next, moving on to OEB Staff 6.  And this is probably following up on a discussion that Mr. Garner had with the panel 2 just before the lunch break.  And in this I am specifically looking at the response to part (a) and at the top of page 3.

And in this response basically you're sort of talking about the progressive productivity savings as well as the other productivity savings, which were documented in Part 1.6 of the Transmission System Plan as being an additional enhancement.

Now, I think further to Mr. Garner's questions earlier, I've looked over the material in the TSP, particularly in the 1.6, and I think I have similar questions about how, in fact, the productivity savings, particularly those for operations, are factored or are reflected in the updated revenue requirement for 2021 and 2022.  And I guess in this I'm thinking of the fact that for your proposal, one, let's deal with the capital productivity savings.  For that I presume that those savings are reflected in your capital expenditures, capital additions, and hence would be reflected in the C factor.

MR. VETSIS:  That's basically correct.  I think maybe if you take a look at A-3-1, page 22, table 2.  There's the table here which indicates the total productivity savings built into the application.  And if you take a look at the bottom line, the progressive placeholder, effectively the capital costs being sought for rate recovery have been reduced by the amounts indicated on the very bottom line here.

So in other words, the capital for, let's say, 2021 would have been $39 million higher that would have been sought for rate recovery without the addition of progressive productivity.

So essentially these, on a revenue requirement basis, if you take sort of the rule of thumb of 10 percent, that's essentially almost a -- just less than $4 million reduction to the revenue requirement in 2021.  In 2022, you are looking at 61 million savings.  Similarly, on revenue requirement basis, that's about -- that’s a revenue requirement that's $6 million less than it would have otherwise been.

So effectively, it is sort of like an additional stretch like in the -- in 2021, you are looking at about, like I said, around that 3 million mark.  It's about like .15 percent of the revenue requirement.  The 6 million in 2022 is about a .3 percent.

So we have pre-reduced the amounts that are sought for rate recovery.  The actual accomplishments, the list of projects is the same as it would have been otherwise.

MR. RITCHIE:  Sorry, but in this table, it's showing both capital and OM&A productivity --


MR. VETSIS:  True.  So remember there's two elements to the productivity in this application.  There's the productivity through defined progress, and then there's the progressive productivity that has been put on top of that.  My understanding is that the progressive productivity amounts are reductions to capital only.

MR. RITCHIE:  Okay.  Now, with respect to the OM&A, in your application, you're basically proposing that you rebase for 2020, so any of the 2020 OM&A productivity savings would be factored into the base revenue requirement for that year, correct?

MR. VETSIS:  Correct.

MR. RITCHIE:  But under your -- as proposed in your application for 2021 and 2022, you're actually, for the OM&A portion of the revenue requirement, you're only taking that 2020 revenue requirement and then you're adjusting it by the I minus X factor.  And in fact, like with your proposed X of zero, it's basically just inflating OM&A revenue requirement by inflation, correct?

MR. VETSIS:  Correct.

MR. RITCHIE:  So then I am starting to say how in fact do 2021 and 2022 OM&A productivity savings get factored into the revenue requirement for those years absent a non-zero stretch factor?

MR. VETSIS:  Ultimately, these are identified programs with identified savings that will help offset overall increases to the remainder of the overall envelope.  There may be aspects of the underlying costs that are increasing at a rate slightly greater than inflation; some might be slightly less.

It's through this -- the progress productivity commitments here show the strides the company is making and the commitments the company's making to control its costs over the term, so that it can manage within that overall envelope.

MR. RITCHIE:  But I guess the bottom line is that even if you pursue these and realize them, how in fact are these savings sort of like flowed through or shared between ratepayers and shareholders through your custom IR proposal?

MR. VETSIS:  The application includes two elements.  It includes an industry -- a TFP measure of zero -- we have adopted industry productivity measure of zero percent.  In the PSE report, it calculated a negative productivity, a significant negative productivity of about negative 1.4 percent for the transmission industry, which represents in and of itself an implicit stretch factor that the company will have to overcome.

In addition to that, the stretch factor of zero percent is reflective of the company's total cost performance.  So we've conducted, our PSE has conducted a total cost benchmarking performance study, which has shown total cost performance 27 percent lower than benchmark.

When the OEB assigns stretch factors, it takes into account the cost performance of utilities.  So the expectation of zero -- it's not that there is no stretch.  It's that zero percent is the appropriate stretch for a utility who has shown the cost performance of Hydro One, recognizing both that a utility that has good cost performance will have greater difficulty finding additional savings, and also to incent the unit and reward it for its good historical past performance to incent it to continue to do that going forward.

MR. RITCHIE:  We will leave this for now.  My last question is with respect to OEB Staff 12.  And in this interrogatory, our consultant, PEG, basically requested identification of data for identified accounts and sub accounts in order for PEG to exclude certain OM&A expenses from the data for its own TFP and total cost benchmarking analyses.

And the response is that Hydro One is in the process of determining the information that's available, and will provide the information when it's available.

PEG is due to file its evidence by August 22nd in accordance with procedural order Number 1, and it will require the information in advance of filing its evidence to be able to incorporate any adjustments into its analyses.

Can you provide an update of when this information will be provided?

MR. VETSIS:  Our intent is to provide the information with all the undertaking responses.  We've -- we will be unable to provide the data for all years, but we are currently assembling the data that is available and we will make it available with all the undertaking responses.

MR. RITCHIE:  Okay, thank you.  Those are my questions.
Examination by Mr. Hovde:


MR. HOVDE:  This is Dave Hovde for Pacific Economics Group.  I have a coupe of other questions associated with the interrogatory Keith was talking about.

First question -- and these will all go to Mr. Fenrick.  The first question I have is what analysis if any have you done, may have you done to determine whether or not these costs that are referenced in this question would be material for the company?

MR. FENRICK:  As was mentioned previously, the company as of yet does not have all these expense categories broken out.  When we did the original research, we did look at a snapshot of 2016 to look at the breakout of some of these categories.  But that's as far as we have done in the analysis on these categories as it pertains to the company.

MR. HOVDE:  Fine.  Second question is have you done any analysis of these categories for US companies to, you know, see what they might contribute to OM&A cost growth in the United States.  A couple things that -- a couple areas that, you know, might have been considered or things that we have looked at are, you know, the accounting associated with how the use of one's own transmission assets are accounted for by RTOs.  Do you get billed -- you know, do you get a separate bill for using your own system and then get a separate offsetting revenue.

And then the second is thing we have been looking at to try to determine whether or not this is an issue is whether or not there's charges with so-called multi-value projects which are -- could also be call socialized investments, in which system investments by one company to kind of improve the overall transmission company are kind of charged off to all of the companies that use the system.

But basically, the general question is whether or not you have kind of done any sort of investigation about, you know, the trends in these sorts of costs and whether or not they are material, and whether or not they should be excluded in your opinion.

MR. FENRICK:  We have not done any additional research beyond, you know, as you recall the Hydro One SSM application and what we discussed back then, and, you know, we obviously read through your report, PEG's report, where you discussed some of the trends and you had IR responses as well.  But we have not done any independent research on any of those other items.

MR. HOVDE:  Okay, thank you.  The last question on this IR is that as you know these, you know, these costs were a point of contention in the SSM proceeding, and I didn't reread your testimony, but I seem to recall that you made a point of the non-comparability of these data as being a reason why we shouldn't exclude the costs.  And what we are trying to do this time is just to make sure that the company has an opportunity to provide these costs so we can treat the company fairly.

And my question for you is that for some reason the company is either unwilling or can't get us the data.  I mean, are you willing to drop at least this argument for a reason why you shouldn't have this particular cost specification, not to preclude other arguments, but just not to highlight the fact that, you know, we weren't -- that we are not treating the company fairly because we're 
-- because there's this cost incomparability, but this time around we are trying to make sure that the company has an opportunity to give us the data we need to do it, so in other words, you know, are you willing to kind of drop that if, you know, if for some reason we can't get the data?

MR. FENRICK:  Mr. Hovde, it's my understanding that the company is certainly planning on providing at least some years of data.  In discussions they said, you know, going back further in the -- you know, before 2012, I believe, might be problematic.  But my assumption there would be you would use the percentage of these cost categories and subtract those costs out for all years.

So, you know, to the extent that that occurs I would not have an issue.  If, you know, if the costs are defined consistently, that certainly would be what my expectation would be.

MR. HOVDE:  Yeah, thank you, and I am also encouraged that the company says they're going to provide the information, because it's going to be important to the analysis.

MR. FENRICK:  Right.  Yeah --

MR. HOVDE:  Moving on to OEB Staff --

MR. VETSIS:  Just to be clear, it's not that the company is unwilling.  Unlike Distribution, the requirement to report by US of A is not a filing requirement for a transmitter.  There's no actual business requirement for this activity to be performed on an annual basis.  It's a manual exercise that's done as required.  And that's why it's not available more fully.  We will be providing that which we have.  I just wanted to clarify that little point there.

MR. HOVDE:  Yeah, thank you.  I also appreciate that point, because I know the accounting systems are different and this would be somewhat manual.

Moving on to OEB Staff 9, having to do with the working papers.  We just recently received these and haven't had a chance to do a thorough review of them yet, but one thing we did notice is that there was a couple of SST files.  I think they were the PRG files that we didn't notice in what was provided.

And so I guess what I would like to ask is two things.  One, could you just undertake to, you know, to review what was provided this time relative to what was provided for SSM, and if there's anything you intended to provide which wasn't provided could you just go ahead and do that?

And then secondly, I just wanted if you could just provide just kind of a brief overview of what you know to be different between the working papers that were provided this time and last time?

MR. FENRICK:  Mr. Hovde, did you identify some files that were not provided that you thought should be there?  Could you discuss them just so I can make sure we do provide them if they should be provided?

MR. HOVDE:  Do you remember the file name?  No, we were looking through -- we didn't see the SST code, and maybe we were wrong, maybe it was called something else, but I think they were PRG files, and I know sometimes I have problems, you know, uploading because sometimes Microsoft thinks a PRG file is a virus and something and doesn't e-mail nicely or something, but if you could undertake just to look at what was provided last time and this time, and maybe I am mistaken.  If you can just point to what I am missing is...

MR. FENRICK:  Yeah, no, absolutely, you absolutely should have the PRG file, and if I didn't include that then that would certainly be my mistake and we'll -- we can certainly provide that.

As far as your other question, I believe the only change will have been in that PRG file in the code essentially where we -- in our report we laid out those five changes, that along with the Hydro One changes where they made some revisions in their data based on their revised business plan.  Those will be the changes.  It's limited to those five that we listed in the report.

MR. HOVDE:  So it's pretty clear that that's what's going on, and nothing else, so -- but we can almost try and take an early crack at it if we [audio dropout] a file is missing, so...

MR. FENRICK:  Okay.  But, yeah, we will verify that you either got that and it's named something different or provide that to you.

MR. HOVDE:  Okay, thank you.  And then --

MR. SIDLOFSKY:  Sorry, Mr. Hovde, I am just going to interrupt you there.  That will be Undertaking JT2.36.
UNDERTAKING NO. JT2.36 (2):  TO PROVIDE THE PRG FILE.

MR. SIDLOFSKY:  Go ahead.

MR. HOVDE:  Last set of questions have to do with OEB Staff 14, having to do with the autocorrelation questions. And overall we understood your response with the exception of one sentence in there, which we would just like a little clarification on, and the sentence is one, two, the third sentence, which reads:  "We would not characterize the OLS estimates of the standard errors as biased."

And what we had some confusion about is did that statement assume that an autocorrelation correction was made?

MR. FENRICK:  That statement essentially means the OLS estimates, when you do not make an autocorrelation correction for the standard errors, would not necessarily be higher or lower, so they wouldn't be biased in one direction or another.  They would simply be not as efficient or they would be less precise than if you made an autocorrelation correction.  And to clarify, we did make an autocorrelation correction in our research.

MR. HOVDE:  It's clear to us that if you do do an autocorrelation correction that you are going to, you know, you are not going to get any bias in the standard errors.  But just from -- it's been our understanding that the reverse of that is that if you do not do an autocorrelation correction that the standard errors -- that the standard errors will be biased.  The parameters, of course, are unbiased, but the standard errors are biased if you do that, and I just want to clarify, is that your understanding, and if it isn't, could you provide just extra information or citations or whatever you got to do to support that opinion?

MR. FENRICK:  I mean, it's my understanding -- and I don't really know the relevance of this issue, because, you know, the standard errors in our model, the T stats are -- you know, we are at a 99.9 percent statistics significance level at all of the variables, and so whether we do an autocorrelation correction or not, all the variables are going to be statistically significant either way you do it, and the coefficient estimates don't change.  We use the OLS coefficient estimates because those remain unbiased whether you do an autocorrelation correction or not.

It's my understanding that the standard errors will change when you do an autocorrelation correction.  That's the point of doing it, to make the estimates of the standard errors more precise.  But in my mind, bias means they would always move up or always move down, and I do not believe that's the case.

If I am wrong there you can certainly -- I don't think this -- whether it's true or not, it's going to change the model or the results in any way.  So I am not sure why that would matter.  Maybe you can help me out with why this matters.

MR. HOVDE:  Well, let's put it this way.  Do you -- I mean, I mean, we might be able to debate about whether -- I mean, let's put it this way.  We might want to debate about -- let's put it this way.  Would you agree that an autocorrelation correction should be done, you know, that it's clearly superior to not doing an autocorrelation?  I know you have done one.  So in other words, not doing an autocorrelation correction is kind of off the table, you just should just go ahead and do it?  Is that fair to say?

MR. FENRICK:  I would agree that it's likely to be -- that's the more precise route.  At the end of the day when we do this research it won't have -- it will have zero impact on the results, and so, you know, taking that extra step to do an autocorrelation correction is basically a matter of balancing the level of effort with the fact it's going to -- it will have zero impact on the study results, unless you're close to statistical significance on a variable, which our study's not, and we have done the autocorrelation correction, so, you know, the fact -- I don't think PEG did the autocorrelation correction in the SSM study.  We did not take issue with that because at the end of the day it doesn't really have an impact on the study results.

MR. HOVDE:  Yeah, so in other words we could probably -- so we can agree that something should be done and then we can talk about exactly how it should be done, and then we can argue about that instead, but is that fair to say that, you know, we should do it, and then maybe there's different ways to do it and we can talk about that later or something.  I am not trying to have that level of discussion here.

MR. STERNBERG:  I think the witness has just answered this a couple of times as to whether --

MR. HOVDE:  Okay --

MR. STERNBERG:  -- he thinks it should be done, or whether he thinks it would be material regardless.

MR. FENRICK:  Mr. Hovde, I would clarify.  As you mentioned, how you do the autocorrelation correction could certainly matter.  In the route we have taken, it does not matter because we use the OLS estimates.  If you are re-weighting the data and coming up with an assumption on re-weighting the data and doing an autocorrelation correction that does impact the coefficient estimates, that could matter and then we would need to have a discussion on that.

MR. HOVDE:  Right; yes, exactly, because it is just that we looked into Driscoll and Kraay, which is what you did.  It wouldn't necessarily be our first choice for doing it, so I'm saying we are kind of down to maybe disagreeing about how it should be done as opposed to whether or not it should be done.  I think we agree.


MR. FENRICK:  Right, okay.

MR. HOVDE:  That finishes my questions, thank you.

MR. SIDLOFSKY:  Thank you, Mr. Hovde. Mr. Lau?
Examination by Mr. Lau:


MR. LAU:  Good afternoon, panel.  My questions will be directed towards load forecasting.

So in regards to OEB Staff IR 152, 152(a) particularly.  So is a number of variables were added and removed.  Can you explain, from a high-level perspective, how are variables introduced or removed, and what criterias would be -- would constitute their being added or removed?

MR. ALAGHEBAND:  Okay, the answer is actually given in part (c) that we didn't change the underlying theory, the economic theory of the model.  We also didn't change the structure of the models.  For example, for the industrial  sector, we are still using the share model to allocate total energy into various components.

So what the change is just things which relate to a practical side of econometrics.  For example, in economics, you would have price affecting demand.  That's correct and there are so many versions of this story, and all of them support that if price -- the one price increases, the demand for that commodity would reduce.

But what is not mentioned in economic theory is with what lag a structure this price may affect the demand.  If price goes up today, would the people reduce their consumption today, or after one period or after two periods, and so on?


So this is what we addressed here.  So for example, most of the corrections that we did -- all the changes that we did was to examine what is the most appropriate lagger structure for the price variables, given that we have this new information coming compared to last time.

So to summarize, we start always -- our default model is what we used last round for our rate application in transmission, and we tried to improve upon that by testing different lagger structures.

Other aspects that we changed was -- and for doing that, of course we use a statistical, you know, what you call it -- criteria like, you know, the T-statistic to see if that change improves the statistical significance of the coefficients which are estimated.

So that was the rationale I think you were looking for.

MR. LAU:  Yes.  Also, you spoke about the practical side of it.  So is there, say, a certain criteria or a list of things you would, right off the bat, look for in regards to, oh, this is what we should be looking at?  Because for instance -- for example, in the commercial model, different weather and lag dependence variables were used and subsequently the log of heating days was dropped.

So one would logically assume or think that while that should be a part of the model, but because of the -- of it not being statistically significant, it was dropped.

MR. ALAGHEBAND:  Yes.  One thing that we should clarify here is that the cooling degree days and heating degrees days are almost the mirror image of each other in the reverse way.  So when heating degree days goes up, cooling goes down.  And when cooling goes up, heating comes down.

So by deleting heating degree days, it doesn't mean we don't believe that there is no relevance for that variable; we believe that it's already picked up by the cooling degrees days, which are already presented in that model.

And the reason we dropped that is because actually it was mentioned for the commercial sector that -- let me see, the heating degree days was very low, the T-statistics was very low.  Is like .46 only.  And compared to other variables, we said, okay, this is the one that needs to be dropped to improve the overall statistical significance of the model.

Because if you have a variable which is not statistically significant staying in the model, it affects through correlation; it effects the statistical significance of other variables.  Actually, it would be damaging work that it would do.  So by deleting that, you are actually doing a favour to that model in terms of improving it.

So that was -- the other reason we dropped that is because .46 is also less than 1, and it is known that if T-statistics is less than one, it doesn't affect the adjusted R-squared, so we are not actually reducing the overall predictive power of the model in terms of adjusted R-squared.  So that was another reason.

So all this, what I am trying to say is that whatever we did was related to the practical side of the thing, and we followed the standard regression criteria doing so like looking at T-statistics, looking at normally what's some of the things that -- the overall performance of the model.

MR. LAU:  Right.  So back to the -- I guess my initial question is how are these practical variables determined?

MR. ALAGHEBAND:  I can provide you an example of how it was.

MR. LAU:  Sure.

MR. ALAGHEBAND:  For example, when we look at the industrial model, if you go back to interrogatory response to Exhibit I, tab 1, schedule 152, and if you go to item number 4, which is on page 2, and it's called industrial model.

So here we didn't know what lag to use in terms of the price of energy, so we tried many of them.  As you can see, we tried 1 to 9 period lags.  And for each case, we calculated the T-statistic for the price variable.  As you can see, after eight lags, actually the T-statistic is maximized in absolute value, which is 2.16.  So we selected that.  It is a very standard way of doing the thing.  It is a very automatic way of doing the thing.  We are not doing our own judgments; we are not imposing any personal judgment on that.  We just follow the rules for coming up with a good model.

MR. LAU:  Okay.  In regards to part B of IR 152, so 152 part B, in Hydro One's application, they used the energy price forecast prepared by Hydro One.

MR. ALAGHEBAND:  Yes.

MR. LAU:  And in this application, Hydro One is actually proposing to use the NEB energy prices.  So has Hydro One ever been able to compare the models between using the forecasts prepared by Hydro One versus the NEB prices?

MR. ALAGHEBAND:  Well, yes, we always try to use the latest information available.  At EB-2016, that, the latest information was scattered around, so actually we used different sources to come up with the energy forecast.  And in this round, because we had a very recent release of energy prices in a very consistent way from National Energy Board, we used that one.

And this was consistent with the direction that was given us in the EB-2016-160 decision and order dated October 11, 2017, regarding energy prices.  They actually directed us to use a consistent set of energy prices, so that's why we switched to that one.

So this was just coming up with the most recent.  It wasn't something like comparing NEB price with an alternative one.  The alternative one would have been outdated already.  So this one is the most updated.  That's why we selected that.

MR. LAU:  Right.  But I am wondering and I wanted to understand if the NEB prices -- sorry, if Hydro One forecasted prices are actually more accurate than NEB prices.

MR. ALAGHEBAND:  As I said, the last round, yes, we did the NEB -- we did the energy price forecast, but that one was based on different sources from different parts.  For example, we used parts of it from NEB also.  Then we combined that with directives given by government regarding, you know, the cap and price trade (sic) and -- or some kind of, you know, carbon tax.

So we actually had to combine different sources of information together to come up with a forecast.  This time we already had the forecast.  We already had the actual and the forecast.

MR. LAU:  So what you're saying is that the NEB prices are more reflective of actual prices than the OEB -- sorry, the Hydro One prepared forecast?


MR. ALAGHEBAND:  At this time, yes.  In 2016 it wasn't, because at 2016 NEB didn't have that forecast.  We had to combine our own other sources of information with NEB to come up with the forecast.  This time NEB already did the calculation, and so we said, okay, why not just using that, given that is also -- was directed to us by OEB to use the consistently, to use one source of information.  So that's why we did it.

MR. LAU:  Right, okay.  And last question, and this is in regards to interrogatory 153.  So Hydro One provided the 2015, 2016 root mean square error between the 2016 model and 2018 model.

MR. ALAGHEBAND:  Yes.

MR. LAU:  So was the model that was used using 2014 data and prior?

MR. ALAGHEBAND:  Okay.  So we compare two models.  One is --one, it what was used, what was estimated already in 2014; and then the other one was the model that we have for this round, estimated using data available in 2014.

MR. LAU:  Yes.

MR. ALAGHEBAND:  Because it was supposed to be done that way, according to the interrogatory.  So we estimated the model using information available at that time, not new information.

MR. LAU:  Right.

MR. ALAGHEBAND:  And then we forecast it forward for both cases, for both models, and then compared the forecast in each case with the actual for '15 and '16, which were readily available.

MR. LAU:  Okay, thank you for that clarification.  Was the error that was provided here the combination of the two years?

MR. ALAGHEBAND:  This is combination of two years, yes.

MR. LAU:  Okay.  Can you also provide the year-over-year comparison -- sorry, the 2015-2016 errors individually?

MR. ALAGHEBAND:  Yes.

MR. LAU:  Okay.

MR. ALAGHEBAND:  This is possible, yes.

MR. LAU:  Can that be an undertaking?

MR. ALAGHEBAND:  Yes.

MR. SIDLOFSKY:  We will make that Undertaking JT2.37. 
UNDERTAKING NO. JT2.37:  TO PROVIDE THE 2015-2016 ERRORS INDIVIDUALLY.

MR. LAU:  Okay.  And last question.  Has Hydro One ever tried longer-range forecasting -- i.e., three or five years -- using the same models?  Sorry, using the 2016 model and 2018 model?

MR. ALAGHEBAND:  Longer-range forecasting; uh --


MR. LAU:  Than the two years, so --


MR. ALAGHEBAND:  Yeah, these are the things that we had the actual for at the present time readily available.  We have to, you know, start from scratch again if you want to redo longer time.

MR. LAU:  Okay.  So Hydro One can't, say, go back to 2000 and -- like, 2013, 2014 using 2012 model to see if the model actually works for, say, three-year time frame versus five-year time frame?

MR. ALAGHEBAND:  In that case we have to re-estimate the 2014 model again in 2013, and then go forward.  Is that what you are suggesting?

MR. LAU:  Yes.

MR. ALAGHEBAND:  Well, it wasn't asked in the interrogatory what --


MR. LAU:  No, understood.  It's just comparing to see if the longer-range -- if the model can accept longer ranges.

MR. STERNBERG:  Why don't we -- I believe the witness's answer is, take that one back, and if we are prepared to do it we will advise, and if not we will advise.

MR. LAU:  Sure.  That's all the questions, thank you.

MR. SIDLOFSKY:  And that will be Undertaking JT2.38. 
UNDERTAKING NO. JT2.38:  TO GO BACK TO 2013, 2014 USING THE 2012 MODEL TO SEE IF THE MODEL ACTUALLY WORKS FOR, SAY, THREE-YEAR TIME FRAME VERSUS FIVE-YEAR TIME FRAME.

MR. SIDLOFSKY:  And I would -- let's see.  AMPCO is down for 15 minutes, Ms. Grice.  Why don't we take the break after AMPCO.
Examination by Ms. Grice:

MS. GRICE:  Okay, thank you, good afternoon.  I have a question regarding AMPCO 88.  So in this interrogatory we asked if Hydro One had made any changes to what's included as a network asset since the methodology was first approved and to provide details, and in the response you say that:

"To align with the OEB's decision in proceeding EB-2011-0043, the meaning of the network asset has expanded to include certain assets captured under the previous definition of a line connection asset that provide other functions beyond supplying load."

So thank you for taking me there, and I went back and I looked up 2011-0043 and further looked into your evidence, and I understand there has been an amendment to the Transmission System Code regarding the decision in EB-2011-0043, and that that was implemented -- or the decision came out in August 2013.

MR. LI:  Yes, that's correct.

MS. GRICE:  Okay, thank you.  And so since then this is the first application where Hydro One has implemented the outcome of that proceeding, meaning you've reallocated some line connection assets into the network assets; is that correct?

MR. LI:  No, this is not the first application.  In the last application we did the same thing.  So if you go back to the evidence in the last application, you would see the same quote.

MS. GRICE:  Okay, so you did do it.

MR. LI:  Yes, yes.

MS. GRICE:  Okay.  So if we can please turn to VECC 48.

MR. LI:  Okay.

MS. GRICE:  Okay.  And in this interrogatory you prepared two tables, and the first one was a list of new transmission line assets that were not included in EB-2016-0160, and then the second table's a list of transmission assets whose functional category has changed from that in EB-2016-0160, and my understanding is this interrogatory's with respect to transmission lines.

So I wanted to understand what the cost implications are of these two tables with respect to what's now a network asset.  Are you able to provide a dollar value?  So for instance, for the change -- the assets that moved from a line connection to a network asset, is there a dollar value that corresponds?

MR. LI:  Are you -- let me ask you a question then.  Are you talking about specifically in this table or are you talking about overall how much the network asset has increased?

MS. GRICE:  Umm, well, I guess that would be another question.  My question was just specifically regarding the change in the Transmission System Code, which I believe what this interrogatory is speaking to.

MR. LI:  I think I have to look into that, but I don't think I ever just look -- isolate it in just the change in TSC and see what is the impact.

MS. GRICE:  So the --


MR. LI:  I guess I can look into it, but I don't know the number offhand in terms of dollar impact of just the TSC amendment.

MS. GRICE:  Okay.  I don't want to create a lot of --


MR. LI:  Between two applications we know how much it has changed.  I mean, that's for sure.

MS. GRICE:  Okay.  That --


MR. LI:  It's a combination of a whole bunch of factors, right?

MS. GRICE:  And is -- are all of the changes in these two tables?

MR. LI:  When it comes to -- I would say it's the majority of it.

MS. GRICE:  So that would really help AMPCO understand --


MR. LI:  Because you have lines that has been -- like, for example, is taken out of commission, right, so at the end there's a whole bunch of other things happening too, right, because this is just new and reclassification, so I would say it captures the majority of the change, but it's not 100 percent.

MS. GRICE:  So would you be able to provide then what has happened to network assets in terms of costs because of, you know, some high-level categories such as lines going out of service, new lines, and then is assets that are changing functional categories?

MR. LI:  Umm...

MR. VETSIS:  Could you help us understand how that's relevant to the determination of the revenue requirement in this proceeding?

MS. GRICE:  I just -- I have AMPCO members who have just expressed an interest in understanding what the change in the network assets is in this application compared to the last application.

MR. LI:  I mean, at a high level, I think I can give it a try.  But I am not sure how precise it is because again there are a lot of factors that go in.

MS. GRICE:  You know what?  Even a global number; that would be fine.

MR. LI:  At a high level, I can give you some big ticket items maybe.  Would that help?  Like for example, we know that we have network stations that come in service like Clarington, that is a big chunk.  The reclassification, the TSC amendment, that is a big chunk.

I mean, I can probably put some big ticket numbers There, but in terms of -- I can give at it try.  But as I said, I am not sure if I want to go -- because if you go to database and look line by line and it's a lot of work.

MS. GRICE:  And I don't want you to do that.  It's more just the high level, you know.

MR. LI:  Yeah, I think I can do that, like high level. At a high level, big ticket items, what drives the change in network dollars.  Is that what you are saying?

MS. GRICE:  Yes.

MR. LI:  Yes, I think I can do that.

MS. GRICE:  So VECC 49 covers stations and VECC 48 covers transmission lines.

MR. LI:  That is correct.

MS. GRICE:  Could you -- would you do one number that covers all of that, or can you break out a little bit of transmission lines and stations?  Because if we go to VECC 49 --


MR. LI:  I understand, I am just thinking, sorry.

MS. GRICE:  Yeah, okay.

MR. LI:  You know what?  I will look into it and see if I can do it separately.  I would, but if I have to do it combined, I will do that.  But I have to look into it.

MS. GRICE:  Okay, that would be great, thank you.

MR. LI:  All right.

MR. SIDLOFSKY:  We will make that JT2.39.  
UNDERTAKING NO. JT2.39:  TO PROVIDE A HIGH-LEVEL DESCRIPTION OF THE CHANGE IN NETWORK ASSETS IN THIS APPLICATION COMPARED TO THE LAST APPLICATION; IF POSSIBLE, BROKEN DOWN BETWEEN TRANSMISSION LINES AND STATIONS.

MS. GRICE:  And then just one last follow-up question.  My understanding is that connection lines attract a capital contribution.

MR. LI:  I am sorry, I can't quite hear you.

MS. GRICE:  I am sorry.  With respect to connection line assets.

MR. LI:  Yeah.

MS. GRICE:  In some of instances they attract a capital contribution.

MR. LI:  That's correct.

MS. GRICE:  So when you move the functional -- when you change the function from a connection line to a network asset, does that impact capital contributions?

MR. LI:  You know what?  I have to -- I have to look into that.

MS. GRICE:  Okay.  So what I would be looking for is just an explanation if it does, how, and then how you treat that change.

MR. LI:  Okay, I will look into that.

MS. GRICE:  Okay, thank you.

MR. SIDLOFSKY:  And that will be JT2.40.  
UNDERTAKING NO. JT2.40:  TO ADVISE WHETHER, WHEN YOU CHANGE FUNCTION FROM A CONNECTION LINE TO A NETWORK LINE, WHETHER THAT IMPACTS CAPITAL CONTRIBUTIONS; IF IT DOES, HOW; HOW THE CHANGE IS TREATED


MS. GRICE:  Thank you, those are my questions.

MR. SIDLOFSKY:  Thanks, Ms. Grice.  We are on to CME,  Mr. Pollock.

MR. POLLOCK:  Were we going to take a break?

MR. SIDLOFSKY:  Sorry, yes, I apologize.  I was really excited to move on to CME there.  Yes, we will take the afternoon break.  It's just coming up on ten after four; let's take 15 minutes.
--- Recess taken at 4:11 p.m.
--- On resuming at 4:31 p.m.

MR. SIDLOFSKY:  -- going to continue with Mr. Pollock for CME.  Now I am excited to hear from you, Mr. Pollock.
Examination by Mr. Pollock:

MR. POLLOCK:  Thank you very much, Mr. Sidlofsky, and thank you, panel, for your time.  Good afternoon, my name is Scott Pollock, on behalf of Canadian Manufacturers & Exporters.  I have a couple of quick questions today, and they are mostly for you, Mr. Fenrick, and specifically the reference would be Staff 8, as well as Exhibit A, tab 4, Schedule 1, attachment 1, which I think is just your report, Mr. Fenrick, although I doubt you will need to refer to that.

So as I understand it, the loading or hardening variable is relatively new and was first introduced in the SSM proceeding; correct?

MR. FENRICK:  Yes, that's correct.

MR. POLLOCK:  So I read the written record for the SSM proceeding, but I wasn't -- didn't have the pleasure of being there myself, so I was wondering, before we get to Staff 8, is my understanding correct that the purpose of the loading variable is to derive the mathematical relationship between how robust the engineering or the construction standards are on the asset to the cost of the utility?

MR. FENRICK:  Yes, at a high level that's the purpose.  In our report we have an appendix describing the transmission loading variable, but at a high level it's looking at the Canadian and U.S. standards and looking at the minimum requirements to build based on the standards authority and what they have set out as the minimum requirements given the climatic conditions, wind, precipitation, weather, et cetera, and quantified that into a dollar value to compare construction of a pole in one region versus a pole in another region.

MR. POLLOCK:  Okay, so I understand the one half of it, which is the construction required, the minimum standards set by the U.S. and Canadian authorities.  Where is the dollar value coming from?  Is that actuals or is that a mathematical calculation?

MR. FENRICK:  The answer is PSE's team of engineers looked at -- looked at constructing a pole, a given pole, based on the requirements of each region and quantified that into a dollar value, you know, what would the likely costs be of construction given those requirements.  And so I can't go into the specifics of how they built up that cost based on the engineering analysis, but that -- at a high level that's what they did, is, you know, essentially what would it cost to construct that pole at that requirement level.

MR. POLLOCK:  Okay.  So am I right in thinking -- and I may be totally off base, but am I right in thinking that at some point in your calculations you would need to do a measure of Hydro One's total costs because -- is that -- are we just talking about the costs of building these structures or are we talking about the relationship between the engineering and Hydro One's total costs?

MR. FENRICK:  We are just talking about the constructing of the assets, of the poles, so it does not have a relationship to Hydro One's total cost.

MR. POLLOCK:  Okay.  So specifically with reference to Staff 8, they asked you how you went about this, and as I understand it, you took a map of the service territory and a map of the minimum standard sort of bands that they have and you just sort of overlaid them on top of each other and you saw how much of each service territory was in each band and did a calculation like that; is that correct?

MR. FENRICK:  Yes, that's correct.  We looked at -- there's a map with the CSA, which is the Canadian Standards Association, and NESC, which is the U.S., and they have a mapping of their different zones, and then we overlaid each utility's service territory map on to that map to calculate which percentage of each service territory was in each zone.

MR. POLLOCK:  Okay.  And as I understand your answer at C, you didn't look at where the assets were in the service territory for the sake of consistency, but it was your sense that if you had done that it would have been more favourable to Hydro One?

MR. FENRICK:  Yes.  Given -- so we only have service territory mappings for the U.S. utilities, so we had to use the service territory mapping to construct, you know, the percentage of the service territory in each zone.  We did look at Hydro One, and we did the -- we were consistent with Hydro One and we just used Hydro One's service territory.  However, in the SSM application, you know, we had some questions on, you know, what if you looked at where the transmission lines actually are, and so we did take a look at, you know, if you constructed that variable where Hydro One's transmission lines actually are, the variable value would go up because, you know, essentially it's my understanding the company has more assets in the southern region of Ontario rather than, you know, the middle or northern.  In the southern region has the more difficult standards, climatic conditions and standards.

And so if we did go to the transmission line asset approach, Hydro One's value would go up, whereas most of the other utilities in the sample would likely be unchanged just given, if you just look at the map, there's large areas where a utility would have the exact same value, so it's our belief that that would likely -- it would be favourable to the utility to do it that way.  However, we don't think that would be an appropriate way to do it.  We would prefer to be consistent and measure that the same way.

MR. POLLOCK:  Understood, thank you.  One more question.  If we could go back to the exhibit with the map, please.  And if we could just scroll down to the bottom of the page.  So you see with 2 it says:

"Loading capacity was evaluated for a base structure in each zone."

Could you just describe what the base structure is?  Is this like a transmission tower, or is it is an actual real thing, or is it a composite?

MR. FENRICK:  My understanding -- and again, I wasn't -- I was the person -- you know, I am a lowly economist rather than an engineer, but it's my understanding that it was a specific transmission line asset or a pole with lines that were used as the base structure to then compare against how -- you know, what would it cost to construct this in this region X versus region Y.

MR. POLLOCK:  With the caveat that you are not an engineer, are -- because Hydro One has a number of different types of assets, conductors and towers and all the sorts of things, do other assets have the same sort of regional differences in construction standard based on climatic conditions, or are there different standards, like, is the base structure the only thing that is regionally divided like this, or not?

MR. FENRICK:  I wouldn't be able to answer that question.

MR. POLLOCK:  Would you be able to undertake to go talk to the engineers who might know the answer to this and just see if there are other asset classes that either work the same way or differently, the possible relevance being if you're opening the door to engineering then perhaps other different types of engineering work different ways in terms of building out a cost.

MR. FENRICK:  Yes, we could undertake to do that.

MR. SIDLOFSKY:  That will be JT2.41.  
UNDERTAKING NO. JT2.41:  TO CONSULT WITH ENGINEERS AND ADVISE WHETHER THERE ARE OTHER ASSET CLASSES THAT EITHER WORK THE SAME WAY OR DIFFERENTLY.

MR. POLLOCK:  Okay.  Thank you very much, those are my questions.

MR. SIDLOFSKY:  Thanks, Mr. Pollock.

Mr. Rubenstein for SEC.
Examination by Mr. Rubenstein:

MR. RUBENSTEIN:  Thank you very much, panel.

I really just have one question, and that is a follow-up to some discussion that was had with Mr. Garner from the previous panel, and that is with respect to OEB Staff 18.  You don't need to bring it up.  But essentially the interrogatory talks about the progressive productivity savings as I think somewhat of a similar -- it has a similar effect as being a further stretch, and I was wondering if Hydro One would -- and Mr. Garner had asked the previous panel, why don't you just put in a stretch factor?  Why are you building in the productivity savings?

And so I will let him ask that part of the question, but I would -- is it possible for Hydro One to calculate what -- if it was calculate -- instead of being embedded in the plan, was built as a stretch factor on top of the revenue requirement, what that stretch factor would be?

MR. VETSIS:  I mean, I think I gave a ballpark idea in the earlier discussions that we had.  We would expect that in the first year, 2021, it would be about a .15 as a percent of the revenue requirement.  And on 2022, it would be .30.  But we could undertake to do a more accurate calculation.

MR. RUBENSTEIN:  And can you -- thank you.  And can you, when you provide that response, show your work essentially, so that we can understand how you have come to that calculation, whatever that calculation is?

MR. VETSIS:  Fair enough, yes.

MR. SIDLOFSKY:  JT2.42.
UNDERTAKING NO. JT2.42:  WITH REFERENCE TO IR OEB STAFF 18, THE PROGRESSIVE PRODUCTIVITY SAVINGS, TO CALCULATE A STRETCH FACTOR ON TOP OF THE REVENUE REQUIREMENT, AND SHOW THE DERIVATION OF THE CALCULATION


MR. RUBENSTEIN:  That's all.

MR. SIDLOFSKY:  Thanks, Mr. Rubenstein.  Ms. Girvan is -- or does she not have any questions for this panel?

MS. GRICE:  I believe she does not have any questions for this panel.

MR. SIDLOFSKY:  Okay, thank you.  Sorry, Energy Probe, Mr. Ladanyi -- or sorry, Dr. Higgin.
Examination by Dr. Higgin:


DR. HIGGIN:  Good afternoon.  Roger Higgin for Energy Probe.  My only question is to Mr. Fenrick.  We always like to talk to each other every time we come here.

MR. FENRICK:  Absolutely.

DR. HIGGIN:  So here we are.  So what I would like to do is go to my interrogatory, which I believe -- let me get it right here, is number 4.  That's Exhibit I, tab 2, schedule 4.

And perhaps we could flip to that, over to the second page and the table that's in there.  I think Mr. Fenrick knows what I am going to be asking about.

This is the forecast for the outlook period, not completely coincident with the current application, but this is the data that Hydro One gave to you about the annual peak demand, that's the left column, and on the right, the kilowatt-hours transmitted.

And what my question was in the interrogatory, I think is clear, I was trying to understand what the impact of the growth factor, or including the growth factor or excluding the growth factor would be.

So that's a segue in here.  And so perhaps we could look at your report, perhaps talk a little bit, start off you can orient me to the growth factor and if we could look at perhaps page 15 would be one place where you set out how that works in the -- is that okay, you’ve got 15?

MR. FENRICK:  Yes.

DR. HIGGIN:  So the first question is just give us an understanding of what the growth factor is, and how does it relate to the two things, which is the peak demand and the kilometres of line.

MR. FENRICK:  The theory behind the growth factor or output factor is given that this is a revenue cap index, we would expect -- you want to construct the revenue cap index such that the growth in the revenue would equal the growth in the cost, the expected cost of the company.

When you work through the math, which we did here in you know chapter 2 of the report, we worked through the mathematical derivation basically of a revenue cap index and how you would construct that, and how you would expect costs to increase for a utility over time.  You would have -- inflation is one of the items.  You know, you expect costs to increase by inflation.  If there's productivity expectation, you'd expect productivity to lower cost, if it was positive productivity.  And then you'd also expect costs to increase as outputs increase.  You know, as the utility's doings more, more output, you know, providing more megawatts and delivering more megawatts in meeting those peak demands, you would expect costs to also increase based on the output level of the utility.

And so that's where essentially we walked through on chapter 2.  We recommended not including the growth factor, simply because the company's essentially projecting zero output growth.  Mathematically in a revenue cap index, there should be a growth factor to escalate the revenue by the growth in output just -- you know, price cap index, you don't have to do that because you're multiplying the prices by the billing determinants already, so that output is already factored into that, whereas a revenue cap index, since you have an envelope on the revenue, you would want to escalate that revenue cap index by output.  But again, since the company is projecting a zero growth -- essentially zero, you know, .01 percent -- to simplify things, we did not recommend including that.

It's related to, Dr. Higgin, to -- the second part of the question is related to the annual peak demands.  One of our outputs that we are measuring here is the ratcheted maximum peak demand that looks at the highest peak demand that the utility is -- that the utility needs to serve over the sample period, and that's one of the outputs that we have included into our model.

DR. HIGGIN:  Costs are also a function of the net of depreciation and the addition of net assets, so the costs are increasing, correct, during the outlook period?  The cost and this relates in part to kilometres of line because the system is expanding perhaps, may do?

MR. FENRICK:  Right.  The thought is, you know, if the company needs to expand their kilometres of line, you know, that that would increase costs; it could, right.

DR. HIGGIN:  So basically, if we come down and look at page 17 and then on to 18, and I am looking at really the paragraph that starts with the reference to table 8 and then goes down there and talks about that, and then your statement that the output growth was not included in your model.  So you have covered that.

The question I am going to ask you is the usual question I ask you.  Directionally, what would that do to the score that you produced for Hydro One relative to the peer group?  What would that do directionally by including or excluding the growth factor?

MR. FENRICK:  It might be helpful to clarify.  In here, the growth factor would be part of the custom IR formula that escalates the revenue.  And so directionally for that, if the growth factor was included, it would likely increase the revenue cap index by .01 percent, you know, something very negligible.  You know, it would --directionally it would increase the revenue ask or revenue cap index for the company.  But given that it's extremely small amount, you know, we simplified things and did not recommend including that.

It would have zero impact on the benchmarking.  This decision to include or not to include the output growth index will have no impact on the total cost benchmarking results of the company, or the total factor productivity results of the industry.  So it will have no impact on the company's total cost score.

DR. HIGGIN:  When you ran the benchmark model, I assume that you did or did not, tell me, include output growth factor for those utilities in the US peer group.

MR. FENRICK:  No, this is unrelated to the total cost benchmarking.  There are outputs included in the benchmarking model, you know, the same outputs that we use for the TFP study we include in the total cost benchmarking model.  But this issue of whether or not to include the output growth index into the CIR formula does not -- that does not impact in any way the total cost benchmarking.

That was not a decision we made.  We already include the outputs in the model, so that's not -- it will have no impact on that.

DR. HIGGIN:  Thus was my confusion that you did include, for Hydro One, its growth over the period of the sample for both the US and for Hydro One.

MR. FENRICK:  Exactly, yes.  So for even for the projected years 2020, '21, ’22, we included the company's projections of their output growth, which was essentially zero.

DR. HIGGIN:  Well, it's minus .015 percent according to the data they gave you for this five-year period.

MR. FENRICK:  However, keep in mind in the construction of the variable, we followed what was done in the fourth-generation IR as well as what we did in Hydro One Distribution and the last Toronto Hydro application, and we included -- we -- it's a maximum peak demand, and so by the construction of that variable we are taking the highest peak demand over the sample period, and so our output does not decline, it essentially stays flat for the company.

DR. HIGGIN:  It happened in 2004, 2005; correct?

MR. FENRICK:  I believe it was 2006 for the company.

DR. HIGGIN:  Okay, corrected.  Okay.

MR. FENRICK:  Very close, though.

DR. HIGGIN:  Thank you for that explanation.  Thank you.

MR. FENRICK:  You're welcome.

MR. SIDLOFSKY:  Thanks, Dr. Higgin.  Mr. Brett, do you have questions for this panel?  Okay.  Mr. Garner?

MR. GARNER:  I do not.

MR. SIDLOFSKY:  Okay.  Mr. Brett, are you on the line?  Okay.  Given that, then I think we are finished with this panel.  Thank you.  Let's take five minutes offline and we can switch panels and move on to panel 3.
--- Recess taken at 4:52 p.m.
--- On resuming at 5:05 p.m.

MR. SIDLOFSKY:  We are now back for panel 3, the customer engagement panel.  There have been some changes in the schedule here, at least some withdrawals from the schedule.  I believe we are only going to be hearing questions from CME and Anwaatin.  And I will give Mr. Brett a chance to step in with any questions as well.

Board Staff have a couple of questions, but we are going to submit them in written form to Hydro One, and I am going to assign an exhibit number to those.  Those will be KT2.5, and I am hoping that Hydro One will provide an undertaking to respond to those questions.
EXHIBIT NO. KT2.5:  BOARD STAFF'S WRITTEN TECHNICAL CONFERENCE QUESTIONS FOR PANEL 3


MR. STERNBERG:  Yes.  Not seeing them yet obviously, we will undertake to review them and provide answers to them, or if we take issue with any of them, we will advise.

MR. SIDLOFSKY:  Certainly and that will be undertaking JT2.43.  And perhaps I could ask you to go ahead and introduce your panel. 
UNDERTAKING NO. JT2.43:  TO RESPOND TO EXHIBIT NO. KT2.5


MR. STERNBERG:  Yes, thank you.  So in terms of the external expert consultant, we have Greg Lyle of Innovative at one end of the table.  And for the two Hydro One representatives, I have asked them each, by way of introduction, to state their name for the record and their title.

MR. GILL:  So I am Spencer Gill, presently strategic advisor in the executive office.  Up until last week, I was director of key account management for Hydro One.

MR. CHUM:  And I am Derek Chum, the VP of Indigenous Relations at Hydro One.
HYDRO ONE NETWORKS INC. - PANEL 3

Greg Lyle

Spencer Gill

Derek Chum


MR. SIDLOFSKY:  Thank you.  So we will move ahead with Mr. Pollock for CME.
Examination by Mr. Pollock:


MR. POLLOCK:  Thank you, Mr. Sidlofsky, and thank you to the panel for coming.  My name is Scott Pollock, and I represent Canadian Manufacturers & Exporters.

The reference I wanted to bring you to is CME 11.  And in this interrogatory, I had taken a stab at a question and I think it might be my fault for the answer that I don't think was quite responsive.

But what I was trying to get at was you had four representative scenarios in the customer engagement, I guess, questionnaire.  Correct?

MR. GILL:  I am just going to bring it up.  Okay.

MR. POLLOCK:  So the question as I take it again, so there is four scenarios and two of the scenarios had generally increasing reliability and two of the scenarios had generally decreasing reliability.  Is that right?

MR. GILL:  That's correct.

MR. POLLOCK:  So why was the decision made, if a specific decision was made, not to have an investment scenario where the reliability risk would be about zero and change, the delta.  So not an increase in risk and not a decrease in risk.

MR. GILL:  So the intent when we designed the survey and this particular question here was to provide a broad spectrum of potential outcomes to give customers the optionality to pick, you know, anywhere from zero to the outer limit.  And so it was -- it was our intent to provide call it four points on a spectrum and customers could derive what the middle point could be between those two cases, let's say B and C.

MR. POLLOCK:  Okay.  So if I go to -- I think the actual evidence references Exhibit A, tab 4, schedule 1, attachment 1, page 55, which is, I think, the page that I was referring to.  I will give you a moment to bring it up.  So Exhibit A, tab 4, schedule 1, attachment 1, page 55 -- sorry, no, that was silly of me.  The wrong thing I was looking at.  Exhibit B, tab 1, schedule 1, section 1.3.

MR. GILL:  Can you just repeat that again?

MR. POLLOCK:  Exhibit B, tab 1, schedule 1.

MR. GILL:  And which page?

MR. POLLOCK:  Page 46.  Sorry I had it originally wrong.

MR. GILL:  Okay.

MR. POLLOCK:  If we go down one further page to the illustrative scenarios on page 47, do you have that?

MR. GILL:  I do.

MR. POLLOCK:  I just wanted to ask in Innovative's experience, it seems to me each of the named scenarios seems to have a bump in respondents as compared to the point to the left and the point to the right.

So for instance, scenario A as five responses, whereas one point to the left has one, and one point to the right has zero, et cetera, et cetera, if you go along.

So in your experience, is there some sort of, I don't know, attraction to the named scenario, or is this just a coincidence that more people picked the named scenarios in points in between?

MR. LYLE:  Hydro One is actually the only utility that we have dealt with that has actually presented more than one scenario at a time to customers.  So I can't really speak to patterns, because it's the only case we have.

MR. POLLOCK:  In terms of non-utility surveys, does this pattern hold, or do you have any sort of experience that there is a pattern in other non-utility instances?

MR. LYLE:  Honestly, this is a pretty rare question.  So the idea of this sort of continuum and allowing people midpoints between scenarios, it just rarely comes up.  I can't think of another example where we have used this in a survey.

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

MR. SIDLOFSKY:  Thank you, Mr. Pollock.  On to Mr. McGillivray for Anwaatin.
Examination by Mr. McGillivray:


MR. MCGILLIVRAY:  Thank you, Mr. Sidlofsky.  Good afternoon, panel.  My name is Jonathan McGillivray and I am counsel for Anwaatin.  My co-counsel in this proceeding is Lisa DeMarco.

If I could turn you to Anwaatin 5, that's a good place to start.  In parts (a) and (d) of this interrogatory, we asked about the methodology and purpose behind the First Nations reliability performance overview presentation, which was -- or which is in evidence at Exhibit A, tab 7, schedule 2, attachment 3, and we can do there in a second. But if we just stay on the interrogatory response for a moment, it might be helpful.

In your response, you indicated that Hydro One management worked through content development in a manner that is typical when creating presentations, and considered factors such as the audience and the key messages to be conveyed.  And I think that's on page 2 at the top, under part (a).

I am wondering if you could provide some additional background and detail on the motivation and rationale that was behind producing this First Nations reliability performance presentation, which, if I am not mistaken, is a new exercise for Hydro One.

MR. CHUM:  Yes, we produced, or had this presentation produced in response to inquiries from some of the First Nations we serve.  We were having an engagement session where we invited all the 88 communities we serve in the province to join us in Rama, and we solicited some ideas from some of the leaders and reliability came up as an issue.  So we had our planning group put this presentation together.

MR. MCGILLIVRAY:  Okay.  That's helpful, thank you.  So the rationale really, I guess, arose out of the comments from Indigenous communities that you were consulting.  Is that correct?

MR. CHUM:  That's right.

MR. MCGILLIVRAY:  Okay.  And in part (b) of the interrogatory response, you indicated it was used in that engagement session that you just referenced, which I think was in February of 2018.  Can you confirm that it wasn't used for any other purposes?

MR. CHUM:  I saw it at that presentation in Rama.  I don't know that it was presented anywhere else.

MR. MCGILLIVRAY:  Okay, but it arose out of the planning group internally, so it may have been discussed internally obviously leading up to that session.

MR. CHUM:  To pull it together, I am sure it was discussed internally, yes.

MR. MCGILLIVRAY:  Right.  Okay if we could go to that presentation, which once again is in Exhibit A, tab 7, schedule 2, attachment 3.  And if we can go to Slide 5.

MR. CHUM:  Okay.

MR. MCGILLIVRAY:  And it's possible that these questions actually should have been directed to the planning panel, and to that extent -- to the extent that they are that's fine.  I am wondering if you can tell me on the top two charts whether or not those are for system-wide transmission system reliability performance or for transmission reliability performance for Indigenous communities?

MR. CHUM:  I would suggest that question be directed to Mr. Bruno Jesus on another panel.

MR. MCGILLIVRAY:  That's fine.  I think we can probably hang on to it for now.

I have a few other questions on this slide deck that might best be left for Mr. Jesus, and I am happy to address them with him later.

So maybe if we can go to Anwaatin 1, the interrogatory response.

MR. CHUM:  Okay.

MR. MCGILLIVRAY:  We asked for an update on the status of the Aroland First Nation DBSS pilot project, and on the second page -- actually at, at the bottom -- bottom of the second page and into, I guess, the top of page 3 around line 9, you indicated:

"Upon in-service of the project Hydro One will monitor and evaluate its performance for a period of time deemed necessary to determine if the expected reliability benefit was achieved."

Can you speak to what sort of monitoring and evaluation Hydro One would anticipate doing in this regard?

MR. CHUM:  I would suggest that it is to determine whether the outcomes were achieved, mainly improving reliability, and whether this could be replicated elsewhere as a solution to improve reliability.  Beyond that, I would suggest Mr. Bruno Jesus be consulted again on this.

MR. MCGILLIVRAY:  Okay, thank you.  That's helpful.  And I guess my follow-up question is it says "a period of time deemed necessary", and I am wondering if it's possible to be any more specific whether that's months or years or...

MR. CHUM:  I am not sure that there's a particular cycle referenced in the settlement agreement, but if so it would -- if not, then I take it it would be a period of time in which to determine that this is a success or not.  Again, I would defer to Mr. Jesus for that.

MR. MCGILLIVRAY:  Okay, thank you, those are my questions.

MR. SIDLOFSKY:  Thanks, Mr. McGillivray, and that would take us to BOMA.

Mr. Brett, do you have any questions?  Hearing none, that, I believe, concludes the technical conference.  Thank you very much to the panel and to our reporter, and there's a long list of undertakings, and for Staff's part we will provide you with that last group of questions for this panel for panel 3.  Thank you very much.
--- Whereupon the conference concluded at 5:15 p.m.
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