
[image: image1.jpg]) SIC PERMANET

| _rocus | 4
Ontario

VT INCEPIT

2\




ONTARIO ENERGY BOARD

	FILE NO.:
	EB-2019-0018

	Alectra Utilities Corporation

	VOLUME:

DATE:
	Technical Conference
October 7, 2019
	


EB-2019-0018
THE ONTARIO ENERGY BOARD

Alectra Utilities Corporation
Application for electricity distribution rates
and other charges effective January 1, 2020
Hearing held at 2300 Yonge Street,

25th Floor, Toronto, Ontario,

on Monday, October 7, 2019,

commencing at 9:35 a.m.

----------------------------------------

TECHNICAL CONFERENCE
----------------------------------------

LAWREN MURRAY
Board Counsel

KEITH RITCHIE
Board Staff

JERRY WANG

LILLIAN ING

JANE SCOTT

CHARLES KEIZER
Alectra Utilities Corporation
JONATHAN MYERS
SHELLEY GRICE *
Association of Major Power Consumers of Ontario (AMPCO)
TOM BRETT *
Building Owners and Managers Association of Toronto (BOMA)

JULIE GIRVAN
Consumers Council of Canada (CCC)

JONATHON McGILLIVRAY
Distributed Resource Coalition (DRC)

TOM LADANYI
Energy Probe Research Foundation
ROGER HIGGIN
RICHARD STEPHENSON
Power Workers' Union (PWU)
JAY SHEPHERD
School Energy Coalition (SEC)
MARK GARNER
Vulnerable Energy Consumers' Coalition (VECC)
1--- On commencing at 9:35 a.m.


1Appearances


3ALECTRA UTILITIES CORPORATION - PANEL 1



N. Yeates, J. Basilio, I. Butany-DeSouza, 


M. Cananzi, T. Wasik, N. Sathe, G. Lyle
3Examination by Mr. Shepherd


46--- Recess taken at 10:58 a.m.


46--- On resuming at 11:23 a.m.


46Examination by Mr. Shepherd (Cont'd.)


94--- Luncheon recess taken at 12:45 p.m.


94--- On resuming at 1:57 p.m.


105Examination by Mr. McGillivray


119Examination by Mr. Ritchie


138--- Recess taken at 3:20 p.m.


138--- On resuming at 3:40 p.m.


143Examination by Dr. Higgin


164Examination by Mr. Garner


186--- Whereupon the hearing adjourned at 5:00 p.m.





47EXHIBIT NO. KT1.1:  DOCUMENT ENTITLED "TABLE 1, CAPITAL BUDGETS FUNDED THROUGH BASE RATES FOR ALECTRA UTILITIES' PREDECESSOR UTILITIES"




49UNDERTAKING NO. JT1.1:  TO DETERMINE THE CALCULATION OF CAPITAL FUNDING IN BASE RATES FOR THE PERIOD 2015-2019.


98UNDERTAKING NO. JT1.2:  TO FILE THE SPREADSHEET OF CALCULATIONS FOR 2014 THROUGH 2016 THAT BACKS UP TABLES 5.2.3-5 AND 5.2.3-7.


103UNDERTAKING NO. JT1.3:  TO PROVIDE THE BASIS FOR THE CHANGES IN CAPEX PER CUSTOMER BETWEEN 2014 AND 2020


104UNDERTAKING NO. JT1.4:  TO EXPLAIN THE PATTERN OF COSTS IN TOTAL COSTS PER CUSTOMER IN 2015


136UNDERTAKING NO. JT1.5:  TO PREPARE A DESCRIPTION OF THE VARIANCE CALCULATION BETWEEN THE REVENUE REQUIREMENT FOR IN-SERVICE CAPITAL ADDITIONS AND THE AMOUNT COLLECTED BY THE RIDER FOR THE CIVA PROPOSAL


140UNDERTAKING NO. JT1.6:  TO FILE A LIVE EXCEL VERSION OF IR RESPONSE G-STAFF-8, TABLE 3.


141UNDERTAKING NO. JT1.7:  TO FILE THE ECONOMIC ASSUMPTIONS FOR INFLATION THAT UNDERLIE THE 2020-2024 CAPITAL BUDGET AND THE M-FACTOR PROPOSAL.


158UNDERTAKING NO. JT1.8:  TO PROVIDE BY CIRCUIT THE RELIABILITY IMPACTS FOR RATE ZONES.


162UNDERTAKING NO. JT1.9:  TO ADVISE THE PERCENTAGE OF INVITEES ANSWERED THE QUESTION FOR TELEPHONE AND FOR ONLINE






Monday, October 7, 2019
--- On commencing at 9:35 a.m.

MR. MURRAY:  Good morning, everyone.  I think we will get started now.

This is the technical conference for OEB file number EB-2019-0018, which is Alectra Utilities' 2020 rates application.

My name is Lawren Murray, and I am counsel to OEB Staff.  And with me today from OEB Staff are Keith Ritchie, Jerry Wang, Lillian Ing, Jane Scott, and Chris Oakley, a consultant to OEB Staff.

Let's get started with appearances.  If we could start with you, Mr. Garner.
Appearances:


MR. GARNER:  Thank you for that, and I am Mark Garner, for VECC.  Thank you.

MS. GIRVAN:  Julie Girvan, consultant to the Consumers Council of Canada.

MR. STEPHENSON:  Good morning.  Richard Stephenson.  I am counsel for the Power Workers' Union.

MR. McGILLIVRAY:  Good morning.  Jonathan McGillivray, counsel for the Distributed Resource Coalition.

MR. KEIZER:  Good morning.  Charles Keizer, counsel on behalf of Alectra, and with me is my co-counsel, Jonathan Myers.

MR. SHEPHERD:  Jay Shepherd, School Energy Coalition.

MR. LADANYI:  Tom Ladanyi, consultant to Energy Probe, and I would like to enter an appearance for Dr. Roger Higgin, who will join us later in the proceeding.

MR. MURRAY:  And I believe there is also some appearances on the phone, if they could identify themselves, please.

MR. BRETT:  Tom Brett, counsel for BOMA.

MS. GRICE:  Good morning.  Shelley Grice, consultant for the Association of Major Power Consumers in Ontario.

MR. MURRAY:  Before I turn it over to Mr. Keizer to introduce his panel, I just wanted to canvass to confirm that there are no preliminary issues for the technical conference here today.

MR. KEIZER:  It is only more of an administrative matter more than anything.  As you may recall, last week there was some e-mail traffic about the appearance of Mr. Gregg Lyle, so he has an engagement through most of today, but he should be here sometime around 2:30 to be here if anyone has any questions for him.  If parties don't, then please advise so that we can advise him accordingly.

MR. MURRAY:  Thank you.  Thank you for that, Mr. Keizer, and perhaps I will turn it over to you now to introduce your panel.

MR. KEIZER:  Thank you.  If I could then ask the panellists, starting with the panellist farthest from me, just to introduce your name and title and then maybe just go down the line.

MR. SATHE:  Neetika Sathe, vice-president, rate centre, Alectra.

MR. WASIK:  Good morning.  Tom Wasik, vice-president of asset management.

MR. CANANZI:  Max Cananzi, president of Alectra Utilities Inc.

MS. BUTANY-DESOUZA:  Indy Butany-DeSouza, vice-president, regulatory affairs.

MR. BASILIO:  John Basilio, executive vice-president and chief financial officer.

MS. YEATES:  Natalie Yeates, director, regulatory affairs.

MR. KEIZER:  Thank you, panel.

We don't have any other preliminary issues or enquiries, so I now make the panel available for questions.

MR. MURRAY:  And according to the schedule, first up will be Mr. Shepherd for SEC.  Mr. Shepherd, the floor is yours.
ALECTRA UTILITIES CORPORATION - PANEL 1

Natalie Yeates,
John Basilio,
Indy Butany-DeSouza,
Max Cananzi,
Tom Wasik,
Neetika Sathe,

Glenn Lyle.
Examination by Mr. Shepherd:

MR. SHEPHERD:  So I have 8,300 questions.  Mr. Basilio asked that I start with him.

[Laughter]

MR. BASILIO:  I ask that you start with an easy one.

MR. SHEPHERD:  Oh, is that what you said?  Sorry.  I misunderstood.

[Laughter]

MR. SHEPHERD:  I would like you to turn to SEC number 1, attachment 4.  Do you have that?

MS. BUTANY-DESOUZA:  Not yet.

MR. SHEPHERD:  And I'm on page 3 of that document.

MR. BASILIO:  We have it.

MR. SHEPHERD:  Okay.  So this is a presentation made by you, Ms. Butany --


MS. BUTANY-DESOUZA:  Yes, that's correct.

MR. SHEPHERD:  -- on January 22nd, 2019.

MS. BUTANY-DESOUZA:  Yes, that's correct.

MR. SHEPHERD:  So on page 3 you say the OEB's decision -- now, this is the -- which decision is this?  Is this the 2017 decision or the 2018 decision?

MS. BUTANY-DESOUZA:  No.  The 2018 electricity distribution rates and ICM decision.

MR. SHEPHERD:  Okay.  And you say that decision was punitive and inconsistent with OEB policies.  And I -- you still believe that is true.  We have seen that throughout your application, right?

MS. BUTANY-DESOUZA:  Yes, that's correct.

MR. SHEPHERD:  And the purpose of this application for an M-factor is basically to fix that, right?

MS. BUTANY-DESOUZA:  The purpose of the application is to address Alectra Utilities' ongoing capital needs as identified in our consolidated distribution system plan.

MR. SHEPHERD:  No, no, I understand that.  But I am trying to get at the regulatory side of this, not the capital spending side of this.  I will get to the capital spending side in a second.

MS. BUTANY-DESOUZA:  Sure.  So certainly in part we are trying to address what we believe is the inconsistencies between OEB policies, but in addition we believe our application to be more efficient and to address the certainty we need for ongoing capital funding.

MR. SHEPHERD:  So hold on to that spot, because I am going to come back to that presentation, but can you go to CCC 20.

MS. BUTANY-DESOUZA:  I have it.

MR. SHEPHERD:  So Alectra actually went to the Ministry of Energy and made that same statement, right, that the decision was punitive and inconsistent with OEB policies; isn't that right?

MS. BUTANY-DESOUZA:  We meet with the Ministry of Energy on an ongoing basis.  Amongst the items that we educated the new Minister about was how Alectra came to be, and included in that was a discussion about LDC consolidation on the basis of which Alectra was formed and past OEB decisions when asked, so what are we doing from a regulatory standpoint now, and it was preparing this distribution system plan and related rate application.

MR. SHEPHERD:  Okay.  So that didn't answer my question.  Did you say to the Minister the Board's decision in 2018 was punitive and inconsistent with OEB policies?

MS. BUTANY-DESOUZA:  In our view, yes, and that is what we have articulated.

MR. SHEPHERD:  Mr. Cananzi, were you in that meeting?

MR. CANANZI:  No, I was not.

MR. SHEPHERD:  Who was in that meeting?

MS. BUTANY-DESOUZA:  I have attended meetings with Ministry staff.  So have other representatives from Alectra, from government relations, our CEO, et cetera.

MR. SHEPHERD:  Oh, so this wasn't just one meeting.  This is a number of meetings.

MS. BUTANY-DESOUZA:  As I indicated at the start, we have ongoing discussions and meetings with the Ministry of Energy on topics related to energy matters.

So not limited to one meeting, but maybe three or four over the course of, since the last -- the new government has come into power.

MR. SHEPHERD:  Well, yes.  So this says that one of the things you talked about was the rationale for preparing the M-factor.  So presumably these were only meetings in the last few months, right?

MS. BUTANY-DESOUZA:  Subject to check, January/February in the one that I participated in.

MR. SHEPHERD:  All right.  And so you explained this stuff to the Minister -- to the Ministry because you thought that they could influence the Board in how it interpreted its policies?  I am trying to understand what the point of this was.

[Mr. Basilio and Ms. Butany-DeSouza confer]

MS. BUTANY-DESOUZA:  We have had ongoing discussions with the Ministry of Energy, as I mentioned just a moment ago, related to the discerning panel on OEB modernization, related to regulatory issues.  It is really information-sharing about Alectra and that's about it.

MR. SHEPHERD:  Well, did you want them to do something about the Board's 2018 decision or this decision?

MS. BUTANY-DESOUZA:  No.  As I stated, it's about information-sharing.

MR. SHEPHERD:  Oh, you just wanted them to know that the OEB wasn't following its own policy.

MS. BUTANY-DESOUZA:  We have been asked about our experiences at the OEB.  Included in that would be outcomes from rate applications, and that's exactly the information that we've shared:  Factually our experiences and outcomes and where we're at in terms of our next now-current rate application.

MR. SHEPHERD:  Okay.  I want to go back to attachment 4, and this time I am on page 5.

You say in the last bullet there that unless you get the funding that you are asking for from the Board, that you won't invest in necessary -- you won't make necessary investments that affect the reliability of the system.  Is that right?

MS. BUTANY-DESOUZA:  Yes, that is what we've said.  We will have to reassess our capital needs based on the level of funding that we receive, and prioritize accordingly, the impact of which is, as identified here, potentially affecting reliability.

MR. SHEPHERD:  Yes.  That's not quite what I asked.  What this says is there are necessary investments that you will decide not to make because you didn't get a favourable outcome in this regulatory proceeding.  Is that right?

MR. BASILIO:  It says the necessary level of investment, and that is very broadly speaking.  Certainly a great deal of that investment affects the reliability of the system.

But you know, that's -- that is what this process is largely about.  We bring an application forward that identifies what we believe to be in the best interests of our customers, a level of investment.  What this process does is it reviews the level of investment that we've asked for, and ultimately there is a resolution as to what the belief is is an appropriate level of investment that is supported by just and reasonable rates.

To the extent that there is a decision that does not provide for that level of investment, then we'll have to go back and look at our distribution system plan and reprioritize, and try and align the level of investment to the amount of funding provided in rates.

MR. SHEPHERD:  So Mr. Basilio, you sound like you are talking about cost of service, but this of course is an IRM application.  So I am trying to understand how that concept of the process -- which is the Board decides whether your investment plan is appropriate, or is too high or too
low -- is consistent with an IRM.

MR. BASILIO:  Well, it is a M-factor application and probably more closely aligned to an ICM or a multi-year ICM.

The basis on determining the rates under such an application is not that different than ratemaking principles related to cost of service, or those sorts of applications where you are looking at the amount of investment, you are imputing a capital structure, you are assessing a return, you know, you are backing in without going into all of the detail that gets you to the -- there are other thresholds and things like that, materiality thresholds.

But I would say it is more akin to, you know, that sort of application, ICM, than strictly, you know, an IRM-type application where you are adding an inflationary factor, or something like that.

MR. SHEPHERD:  You had an ICM the last two years and you didn't get all you wanted.  So I guess you’re trying to move from ICM closer to cost of service, is that right?

MR. BASILIO:  No, that's not correct.  What we're trying to do is -- and I think we made these statements in our presentation.  The objective -- there are a couple of objectives.

One objective, obviously the most important objective is to get recognition for Distribution System Plan and the underlying investments and, you know, the need and urgency for those investments.

The second objective is to get funding that allows us to confidently invest in the plan across the range of years.

So ICM, as you know, you come in, you get one year -- you know, essentially it is a -- and this is the first year we filed a DSP.  But, you know, generally speaking, if we would have come with an ICM, really we're just coming with rates for the first year of that plan.

And these investments -- and, you know, as I am sure Mr. Cananzi and Mr. Wasik will get into more detail -- there is a sequencing.  You have to do A before you can do B and C for some of these things, or there is a ramp-up period.  And so where we don't want to find ourselves, as we have in the last couple of years -- and this is within the context of MAADs, right, and rebasing deferral for ten years, so I want to make sure that that context is recognized.

This is a special situation for Alectra that I think is different than other filers.  We're in a rebasing deferral period.

So to confidently invest in that program, we need to have a higher level of funding certainty and I think -- you know, so that's really the second objective. I know I am probably missing objectives here.

I think the third objective, and this aligns with the Board's RRFE, is here is an opportunity to basically get a decision on five years of capital investment and save ratepayers a whole pile of money than bringing us back every single year to review these things, you know, for the next five years.

So I don't know if there -- just to fully answer the question, I don't know, Indy, if I have missed any key objectives.

MS. BUTANY-DESOUZA:  No.  Regulatory efficiency, funding certainty so that the capital investments can be made over the five-year period.  That's the purpose of this M-factor application, which isn't afforded to us through ICM.

MR. SHEPHERD:  Well, it is actually more money, too, though, right?  Because you would get more money than you would under ICM, right?

MS. BUTANY-DESOUZA:  No.

MR. SHEPHERD:  Oh, okay.  All right.  So what would you say to a customer that says you guys said you could live with IRM, and now you are coming in and asking for rate increases every year for the next basically eight years is what you have told us of double what you would get under IRM.

Why wouldn't they feel, fairly, that you are trying to change the rules after getting the benefit of the old rules?

MR. BASILIO:  Well, I don't think that's what we would say to our customers.

I think what we would say to our customers is we're here with an application that is largely consistent with the evidence that was reviewed during our MAADs proceeding, tested in great detail, and acknowledged in the Ontario Energy Board's decision.

In that decision -- and I know I am rounding here, although I can point to it specifically -- the Board acknowledged that we would be coming back during the rebasing deferral period for additional investment of about 600 million, additional incremental investment, as well as -- I think it was around $160 million of additional revenue requirement, or not revenue requirement -- rate riders, I suppose, rate funding in that order of magnitude across the rebasing deferral period.

So what I think I would say to my customers is you know what?  We've got an application here.  It's very much consistent with what we brought forward when we were putting the transaction together.  It's consistent with the benefits that we articulated in that transaction for customers, about $404 million of present value benefits commencing with lower rates than they would otherwise be, subsequent to the transaction.

And so that is what I would think I would be saying to our customers, Mr. Shepherd.

MR. SHEPHERD:  Are you saying that the Board in the MAADs application approved this capital spending or these additional rate riders?

MR. BASILIO:  No, that is not what I'm saying.  I'm saying there was great awareness and transparency over what was articulated in our MAADs evidence, which did provide -- and we provided the modelling and detail.

I think we provided, Mr. Shepherd, that modelling to you.  And that modelling articulated an ICM need in each and every year and during that -- and, you know, the Board created awareness in its decision that there was likely an additional 600 million of investment that Alectra would be back over that rebasing deferral period for additional investment, alongside an expected rate outcome, rate riders of about 160 million over that 10-year period.

MR. SHEPHERD:  So when you say the Board created awareness of that, are you saying they said that's okay, that's all right?

MR. BASILIO:  I am not saying that at all.  I'm saying that that decision clearly articulates the basis of the transaction, and what I would be telling our customers is, we're here today with an application that's very much consistent with what we articulated with the basis on which the Board-approved the transaction.

Did the Board-approved the ICM?  No. Did the Board approve the transaction with awareness that we would be coming back?  Absolutely.  It's in its decision.

MR. SHEPHERD:  Did the Board also say that future panels would decide what qualified for ICM and what didn't?

MR. BASILIO:  I don't know that they said that explicitly, but we would have been going on that basis, of course, that we would be coming back with applications and, of course, the Board is going to render its decision on applications in the normal course.

MR. SHEPHERD:  Can you turn to page 8 of this presentation, attachment 4.  So here you --


MS. BUTANY-DESOUZA:  Sorry, we just need a minute.

Go ahead.

MR. BASILIO:  We have it.

MR. SHEPHERD:  So what you told -- this is in January of this year.  What you told -- who was this presentation to?

MS. BUTANY-DESOUZA:  Our executive committee.

MR. SHEPHERD:  Okay.  So what you told your executive committee is there are four key themes or drivers in the application, and they're enumerated here.

Is the application that you actually have before the Board now, is it the same four key themes?

[Witness panel confers]

MR. WASIK:  Mr. Shepherd, these four themes have been further clarified and articulated.  The first three are consistent.  The fourth one allowed us to separate out the increase in remote monitoring, environmental containment and communication system, to clarify that we're also looking at other opportunities to plan across the various predecessor utility systems.  So the fourth one was broken up into two additional ones to provide greater clarity.

So it is consistent.  It is just the fourth one has been provided with more clarity into two additional focus areas.

MR. SHEPHERD:  So in the hearing next week or -- is it next week? -- we can rely on this -- on these bullets and not have you say, no, no, no, we have changed that?  Except for the last bullet.

[Witness panel confers]

MR. WASIK:  So Mr. Shepherd, we would recommend to reference the totality of our evidence as presented in the application.

I would take your attention over to Exhibit 2, tab 1, schedule 2, starting in on page 2 and continuing to page 4, where we further articulated those specific focus areas of the DSP.

MR. SHEPHERD:  Okay.  I would like you to go to page 11 of that presentation.  So after that presentation -- after this presentation, you were to have a full first draft of the DSP.  Right?  January 31st?

MR. WASIK:  That is correct, yes.

MR. SHEPHERD:  And that notes before customer engagement.  So you did that first draft without your customer engagement results, right?

MR. WASIK:  That is not correct, Mr. Shepherd.

MR. SHEPHERD:  Well, that is what it says.

MR. WASIK:  Yeah, well, let me clarify.  As we explained in the DSP, specifically in -- I will take you to the section.  As we explained in the DSP on page 37, which is in Exhibit 4, tab 1, schedule 1, starting at page 35 and continuing on to page 41, in the development of the DSP Alectra Utilities had multiple rounds of customer engagement.  So in the first part of the customer engagement, before we began the planning, we went out to customers to assess the needs and priorities.

Then we went through and we developed the plan with the various different options and alternatives to then present to our customers.  And then we returned to customers in the spring of 2019 with those specific options and asked for their preferences, in terms of understanding the costs and trade-offs, in order to finalize our DSP.

So that particular reference indicates preparation for the draft DSP with potential investments to be presented to our customers as part of the final round of customer engagement.

MR. SHEPHERD:  So where it says here that in the week before the first-draft DSP you were actually drafting the workbook and testing it in focus groups, that wasn't for your first customer engagement.  That was for your second round of customer engagement?

MR. WASIK:  Yes, that is correct.

MR. SHEPHERD:  Do we have that first-draft DSP on the record?

MR. KEIZER:  No, you do not.

MR. SHEPHERD:  Can we have it, please?

MR. KEIZER:  No.

MR. SHEPHERD:  So let me explain what I am going for, and maybe you will reconsider.

Your argument is that you made -- that you responded to what your customers wanted in drafting your DSP.  You had a DSP.  You went out and said, tell us about this.  Give us input.  And you've said you responded to that input.

So we would like to see how you responded to that input from January 31st to April 12th, how did you respond to that input.  That is why we're asking for the draft.  I am quite sure we will get it from the Board.  The question is, will you give it to us now?

MR. KEIZER:  Sorry, you want the first draft so you can compare it to this current one and then raise questions --


MR. SHEPHERD:  That's right.

MR. KEIZER:  -- and then conclude that that relates to the customer engagement.  But you have the panellists here now.  You can ask them what changes they made in the DSP based upon the customer engagement that they did, or what they -- what results arose from the customer engagement and how they factored into the DSP that is before the Board.

MR. SHEPHERD:  Yes.  But you would agree with me, Mr. Keizer, that once I ask those questions and they say, this is what we did, I am then allowed to get the documentary evidence supporting what they just said.

MR. KEIZER:  Well, why don't we deal with the issue of the questions?  My view is what's before the Board today is the DSP that we're seeking approval for, not the previous one.  And it is typically the way these proceedings have gone.  We've been able to do that within the context of the existing DSP rather than providing multiple drafts of the DSP.  So at this stage we are objecting to your question.

MR. SHEPHERD:  So you are refusing?

MR. KEIZER:  Yes.

MR. SHEPHERD:  And so can somebody tell me in a hundred words or less what were the significant changes you made between January 31st and April 12th in the DSP?

MR. WASIK:  Well, I would like to clarify, Mr. Shepherd, that in the DSP we clearly articulated the deferred or reduced investments as a result of the second phase of customer engagement.

We have listed those particular investments in great detail on page 40 of the DSP.  And they result in a net reduction of $17.5 million.  So if I can take your attention over to page 40 and 41 of the DSP --


MR. SHEPHERD:  Sorry.  Let me just stop you.  If all you have to say is what is there on page 40 and 41, I don't need you to say it here.  I can read that.  If you have something to add to it, that would be useful, but if you don't have anything to add to it, I don't need it.

MR. WASIK:  The explanation is complete and...

MR. SHEPHERD:  Thank you so much.  I would like to go to attachment 5 to CCC 1.  And I am on page 6.  And this talks about two thresholds.

MS. BUTANY-DESOUZA:  We have it.

MR. SHEPHERD:  You have it?

MS. BUTANY-DESOUZA:  Yes.

MR. SHEPHERD:  So do I understand correctly that what you're saying here is that there is, in addition to the 10 percent threshold or the calculated threshold that is calculated by rate zone, that there is an additional threshold in your M-factor, on a project-by-project basis?

[Witness panel confers]

MS. BUTANY-DESOUZA:  Mr. Shepherd, the statements that follow on slide 6 are related to the 2018 decision.

When we calculated our M-factor, we did it on the basis of the ICM calculation that includes materiality thresholds and the 10 percent dead band, as is laid out in volume 1 of the pre-filed evidence.

MR. SHEPHERD:  Sorry, I am not sure I understand.  What are the two materiality tests you're using?

MS. BUTANY-DESOUZA:  We didn't use two materiality tests.  We are saying these are issues related to the M-factor based on the fact that we're modelling it off of ICM.

MR. SHEPHERD:  Well, your third bullet there says all projects that are above the second threshold and meet the other ICM criteria would be considered to qualify for the M-factor.

So doesn't that mean that individual projects have to qualify, or is that not what you intended to say?

[Witness panel confers]

MS. BUTANY-DESOUZA:  I think it would be helpful if Ms. Yeates would walk you through how we calculated the threshold and the project qualification for the M-factor.

I would take you to Exhibit 2, tab 1, schedule 3, table 3; that lays out how projects -- how each of the -- lays out on a per rate zone basis the CAPEX calculation.

MS. YEATES:  So we applied the OEB's threshold calculation that's currently used in the ICM model.

So there is only one threshold that was used in the application, which is the materiality threshold as laid out and summarized on table 3 of Exhibit 2, tab 1, schedule 3, page 13.

MR. SHEPHERD:  Can I just ask you to pause for a second there, and go to attachment 4 to CCC 1, page 13?

So this is what you are talking about, right?  This is the threshold value that you are talking about there --


MS. BUTANY-DESOUZA:  Sorry, you will have to give me a minute, Mr. Shepherd.  I don't have it yet.

MR. SHEPHERD:  Attachment 4, page 13.

MS. BUTANY-DESOUZA:  Thank you.

MR. SHEPHERD:  So that line there -- 135 percent, 184 percent -- that is the threshold you're talking about, right?  I mean, it is calculated -- you have a more up-to-date calculation, but that is the one you're talking about?

MS. YEATES:  That's correct.  As you mentioned, the calculation was updated and the correct version of that, the latest version of that is the table 3 in Exhibit 2, tab 1, schedule 3.

MR. SHEPHERD:  Excellent, okay.  Well, then what's this reference to projects in attachment 5, because the threshold you're talking about is a dollar threshold.  But this talks about projects that qualify.  So what is that all about?

[Witness panel confers]

MS. BUTANY-DESOUZA:  Mr. Shepherd, as I said to you when you first took me to this page, these bullets, statements made to my executive committee, are in the context of the OEB's 2018 decision.

At that time, what I was indicating to our executive committee is that the OEB had identified an unexpected additional threshold for projects for ICM funding, and that was that they were supposed to be significantly material to the operation of the distributor, without even offering in the decision what that numeric dollar value threshold would be.

I can tell you that any of these projects as you aggregate them together, and particularly in year over year denials of funding, are significant and material to the operation of Alectra Utilities and impact our ability to successfully and efficiently execute on our Distribution System Plan in aid of our customers.

That being said, the presentation that you have taken me to -- as you pointed out from February 2019 -- is now almost nine months old -- or actually, let's call it a birthday.  Today is October 7th, so it is eight months old.  And frankly, our development of the M-factor funding and our precision in detailing it to you and to this Board has evolved, and has been laid out in explicit detail in the responses to interrogatories.

This statement, though, as I said at the outset, is related to the OEB's 2018 decision, and not related to the manner in which we've implemented the M-factor for this application.

MR. SHEPHERD:  Sorry, the words are pretty clear, and that is why I am asking the question, is because I am confused.

The words pretty clearly talk about what projects will qualify for the M-factor, which is something that you are proposing.

MR. BASILIO:  So, Mr. Shepherd, I am a member of the executive committee that this presentation would have been made to, and I think context is really important when you are in a presentation.  And the context with which that bullet was delivered to the executive committee is exactly the context that Ms. Butany is articulating.

MR. SHEPHERD:  So it doesn't mean much.

MR. BASILIO:  And I understand -- and that can happen in presentations, right.  We have all made presentations.  This was clarified in an executive committee meeting.

But I hear you.  On a plain reading, it seems confusing.  But any context is important when you are making a presentation.

MR. SHEPHERD:  Here is what I am trying to get at, and this is so I understand exactly what the proposal is, because as I understand your proposal, individual projects are not relevant to whether something -- whether spending qualifies.  It is an envelope approach.  And that doesn't appear to be consistent with what you told your executive committee, because this doesn't describe an envelope approach.  Right?

And if you just change the approach from February to now, that's fine.  You have a proposal before the Board.  If it's different than what you were originally talking about, new ideas are good.

MS. BUTANY-DESOUZA:  I would take you to CCC 1, response to interrogatory CCC 1, attachment 6, which is the subsequent presentation to my executive committee, also delivered by me.

I would take you to slide ten.  Key features of the M-factor include:  Consistency with harmonized capital planning.  Number two:  Flexibility, funding on an envelope basis, rather than tied to particular projects.

That being said, we have, as I said earlier in response to interrogatories, specified that we will be sticking to the projects that we have set out in our M-factor for M-factor funding.

So it's an envelope basis over the five years, but we have specified the projects that we expect to qualify for M-factor that are included in the Distribution System Plan.

MR. SHEPHERD:  And we have a list of them, in fact, right?  You filed a list?  I have it here.

MS. BUTANY-DESOUZA:  We did.  We did file the list in response to interrogatories.

MR. SHEPHERD:  And so although it is an envelope, what you're saying is it is an envelope, but those are the only things that can be in the envelope.

MS. BUTANY-DESOUZA:  We provided the list in response to G-Staff-4.  In our response to G-Staff 9 we have laid out the manner in which the M-factor would work and, indeed, per your last statement, Mr. Shepherd, only the projects that are specified for M-factor funding would qualify.

MR. SHEPHERD:  Awesome, thank you.

MS. BUTANY-DESOUZA:  The envelope is over the five years.

MR. SHEPHERD:  Can you go to CCC 1, attachment 6, please, which you are already at, and page 9.  So this is your presentation dated April 23rd of this year, right?  So this is when you had the final DSP in hand.

MS. BUTANY-DESOUZA:  Yes, that's correct.

MR. SHEPHERD:  And on page 9 you say that the proposal for an M-factor is "intended for utilities within their post-MAADs rebasing deferral period along with a DSP filing".

So am I right that your proposal, as you originally filed it, was not intended to be limited to Alectra, but to anybody in similar circumstances to Alectra?

MS. BUTANY-DESOUZA:  I cannot speak to the circumstances of other utilities.  Again, you know, this is a bullet point in a presentation to my executive committee where I was proposing it to them in the context of:  We are a utility that is post-MAADs consolidation, frankly, twice.  And with a first Distribution System Plan filing, which again in the context of a rebasing deferral period of ten years I am not aware of any other distributor that's filed a consolidated DSP.  And this is meant to address our specific needs.

We articulated that in our presentation, we have articulated it -- presentation day, excuse me, on August 7th.  We have also articulated it in response to interrogatories.

MR. SHEPHERD:  And so was it Enbridge that wanted to be an intervenor in this?

MS. BUTANY-DESOUZA:  Yes.

MR. SHEPHERD:  And the Board said, no, this is nothing to do with you, it is actually only to do with Alectra.  Aren't they in the same position as you are?

MS. BUTANY-DESOUZA:  I can only speak to our circumstances and the position that we are at or the point that we are at in our development.

We've brought forward a consolidated Distribution System Plan for all five rate zones.  It identifies our capital funding needs, and we are putting forward to the OEB a means by which to fund those needs that is largely based on the ICM, and it's in that context that we bring this application, Alectra's own circumstances.

MR. SHEPHERD:  All right.  So this particular bullet in this presentation which appears to say that your proposal has some sort of generic impact, that's not really what it is intended to convey?

MS. BUTANY-DESOUZA:  Mr. Shepherd, perhaps the bullet should have read:  Intended for a utility within its post-MAADs rebasing deferral period, but I am sure you will agree with me that we don't need to hung up on the singular versus plural in my delivery to my executive committee.

MR. SHEPHERD:  I wonder if you could go to CCC 1, attachment 1.  And this is also from you, right?  February 2019.  But this is to a different -- this is to a committee of the Board, right?

MS. BUTANY-DESOUZA:  Yes.  This was my regulatory update to our audit, finance, and risk management committee of our board of directors.

MR. SHEPHERD:  Okay.  So -- and I am on page -- they're not numbered.  It is the page after page 2.  So I assume it's probably page 3, but it's not actually numbered -- in which you tell your Board that you got 83 percent of your capital expenditures and 82 percent of your revenue requirement approved.

And that seems -- because what you've said to the Board, to this Board -- sorry.

MS. BUTANY-DESOUZA:  I will have to turn up the particular interrogatory response, if you will give me a minute, but let me talk first, because I can't speak and turn up the interrogatory at the same time.

But we've already...

[Mr. Basilio and Ms. Butany confer]

MS. BUTANY-DESOUZA:  We told our audit committee that based on what we had filed we received 83 percent, but as we articulated in response to interrogatory, that was already a significant cut based on responding to the OEB's decision.

MR. SHEPHERD:  So can you go to SEC 29.  So this is the one you are referring to, I think.

MS. BUTANY-DESOUZA:  You will have to give me a minute, Mr. Shepherd.

MR. SHEPHERD:  So page 2 you have a table.

MS. BUTANY-DESOUZA:  Yes, I see it.

MR. SHEPHERD:  So is this the one you're referring to that you didn't actually ask for as much as you needed?

MS. BUTANY-DESOUZA:  It is what we said in response to SEC 29 and also as articulated, I believe by Mr. Basilio, in our presentation on presentation day, slide 7.  We also elaborated on that in response to G-Staff 18, part A, in which we stated that you have to consider the context in which the OEB approved 83 percent of Alectra Utilities' ICM request for the 2019 rate year.

In the OEB's decision, and I will paraphrase a little bit, for the 2018 rate year, EB-2017-0024, the OEB awarded Alectra Utilities only 51.1 percent of the capital funding relief that it sought, and that was a decision on April 5th of 2018, revised on the 6th.

As a result of that decision, which fundamentally changed Alectra Utilities' understanding of how the OEB would determine eligibility of investments for ICM funding, we delayed our ICM request filing for the 2019 rate year, and we go on to articulate that as a result of the decision in respect of the 2018 rate year, Alectra Utilities revised its 2019 ICM application before filing to reduce its ICM request downward from 39.2 million to 31.6 million.  It's on this basis that the reduced ICM request that Alectra Utilities was awarded 83 percent of its funding, but this actually only represented a 67 percent of incremental capital that we considered necessary for the 2019 rate year.

I think context really matters in this situation.

MR. SHEPHERD:  Okay.  Well, I was going to go to context.  So back to attachment 1 to CCC 1, the page we were on.  If you go to the next page, you tell your Board committee, well, we only got 82 percent, but we actually got a lot more than we expected.

MS. BUTANY-DESOUZA:  Sorry, can you give me a reference again, because I have been turning up pages...

MR. SHEPHERD:  It is right there on the screen.

MS. BUTANY-DESOUZA:  Can you give me the reference, please?

MR. SHEPHERD:  I gave you the reference.  There is no page number; not my fault.

MR. KEIZER:  It is CCC 1, attachment 1.

MS. BUTANY-DESOUZA:  Attachment 1, thank you.

MR. KEIZER:  I think it is page 4, the fourth page in, before the page numbered 5.

MR. BASILIO:  Mr. Shepherd, if you could help us how you infer that we told the board, our committee of the board, that we got a lot more than we expected?  Where do you see that specifically on that page?  What would the sentence be?

MR. SHEPHERD:  Total ICM revenue per financial plan, 50 percent recovery.

MR. BASILIO:  Yes.

MR. SHEPHERD:  Right?

MR. BASILIO:  Yes.

MR. SHEPHERD:  So you said we expected to get, over the five years 2019-2023, $6 billion.  And instead we
got -- or at 82 percent, we're getting $9.5 billion, 3.5 billion more than we thought -- or 3.5 million.  Sorry, not billion.

[Mr. Basilio and Ms. Butany-DeSouza confer.]

MR. BASILIO:  So thanks.  As you can imagine, context is important and we know you appreciate that.  So I am clearing the cobwebs on what we did present.

So that again, per our financial plan, we did provide for a 50 percent recovery based on what we'd filed, and we found that to be a very conservative position.  Of course, that doesn't speak to -- and I think what is important here are questions from the audit committee around this are how are you providing or investing in the sustainability of your system.  So there was some discussion around that as well.

But we did get more than what was in the financial plan.  That's not to say that we would necessarily agree that that was an appropriate amount.

So we discounted for 50 percent, but I think back to Ms. Butany's point and the point I made on presentation day is that our need for 2019 was $39.2 million.

Based on the results of the 2018 decision -- and I will just summarize again -- I believe the OEB denied funding for projects under 1.5 million as a result of something that was new to us, an arbitrarily imposed project materiality threshold.

And two, the Board denied funding for projects that were considered to be part of typical annual capital programs, which further resulted in the denial of funding for projects between one and 2.6 million.

And as a result of those additional screens, while we needed 39.2, when you apply those materiality thresholds to the slate of projects that aggregate that 39.2, it leaves us with 31.6, which was the basis of the filing, and we received funding for 26.3.

So when you take the ratio of approval compared to the required capital, that's 67.1.  That context was provided to the audit committee on that date, not to that level of precision, I can tell you, but Mr. Cananzi was there with us as well and I know Max will correct me if I am wrong, but I think at that time we’d said that really what you got was 60 percent of what you needed.

So that's the context around that meeting, I suppose, if that is helpful.

MR. SHEPHERD:  Do we have this financial plan that is referred to here?

MS. BUTANY-DESOUZA:  No, you do not.

MR. SHEPHERD:  Who approved it?

MR. BASILIO:  The board of directors ultimately approves the financial plan of the corporation.

MR. SHEPHERD:  So then this financial plan, that had 50 percent of the ICM revenue in it, had already been approved by the board of directors?

MR. BASILIO:  Sorry, could you repeat the question?

MR. SHEPHERD:  The financial plan that you say may not have had an appropriate number for ICM revenue was actually approved by your board of directors, right?

MR. BASILIO:  It was approved, yes.

MR. SHEPHERD:  Okay.  And it approved it with 50 percent of the ICM revenue?

MR. BASILIO:  It approved it with 50 percent of the ICM revenue, again the context being great concern over the level of investment that that ICM supported.

MR. SHEPHERD:  So did your board of directors say we can't approve this because it doesn't invest enough in our system?

MR. BASILIO:  No.  I mean, management's providing what -- management is being very transparent with the Board in terms of what its need is for capital, so that is context in the discussion.

I mean, ultimately, look we were here in two prior years.  Here is what we thought our need was in 2018.  Here's what we got.  As well, we got a decision that now imposed what we think are materiality bases that are new, somewhat arbitrary, and somewhat inconsistent with MAADs' policy.

So we're prohibited effectively from filing for this amount of capital.  This is all we can go for now in the subsequent application.

And so, you know, we're being conservative in terms of the amount of funding that we think we will get from the Board as an outcome.  That is not within management's control.  That is management using its judgment in terms of what it thinks it needs and what it thinks it is going to get.

MR. SHEPHERD:  I was sort of going in a different direction, because it sounds like what you're saying is that your board of directors approved a financial plan that was imprudent.

Wouldn't that be imprudent, to under invest to that level?

MR. BASILIO:  No.  Again, we go through Board proceedings, Mr. Shepherd -- I think I spoke about this earlier -- where we bring forward investments for funding.  The Board renders its decision.  Intervenors file submissions.

Ultimately, we are provided with an envelope or approved projects, and then we will go back and reprioritize those and try to, the best we can, to align those things to, you know, the funding available in rates.

But it puts pressure on, which is one of the reasons we are back here with a five-year DSP.  And I think, you know, I think again, as we articulated in presentation day, there is a real urgency to get on with things and get the appropriate level of funding to carry on with them.

MR. SHEPHERD:  So can we please have that financial plan that your board of directors approved?

MR. KEIZER:  No.  It is not relevant.  It relates to a previous application.  It has nothing to do with the current application.

MR. SHEPHERD:  The essence of the application here, Mr. Keizer, is that you didn't give us enough the last two times, and as a result, our reliability is declining.

If the board of directors in fact disagreed and approved a plan that even had less capital spending, that's relevant to this Board.

They didn’t actually get less than they needed.  They got more than they expected.

MR. KEIZER:  No, we continue with the objection.  It is not relevant.

MR. SHEPHERD:  All right.  I am now in CCC attachment 2, May 2nd, and the ICM -- you have listed the ICM impact here for your board.

For each of those years, 2020-2022, can you tell me the dollar figure of your forecast ROE?  I am only asking you the question because I am pretty sure I have seen it in the evidence somewhere -- it is like 18 percent or something -- but I couldn't find it last night.


[Witness panel confers]


MS. BUTANY-DESOUZA:  If Teresa was able to capture laughter on the transcript I would be laughing at your percentage statement, though I am not going to repeat it.


I can tell you that we don't forecast ROE out 2021, 2022.  I would, though, point out to you and to this Board that in Exhibit 2, tab 1, schedule 3, page 15, we've identified that our achieved ROE for -- regulatory ROE for 2018 was 7.66 percent, which is well below our deemed ROE.


So your number is interesting, but my accurate number says well below that percentage.


MR. SHEPHERD:  That ROE includes all of your transitional expenses, right?


MS. BUTANY-DESOUZA:  The regulated ROE isolates and excludes those synergy savings, as well as transaction and transition costs.  It is the regulatory ROE for OEB purposes.


MR. SHEPHERD:  Okay.  So if you got synergies, though, those are not in there.


MS. BUTANY-DESOUZA:  That is correct.


MR. SHEPHERD:  Excellent.  I wonder if you could go to page 6 of that same presentation.  And you've said this in a number of places.  It just happens that this is the one I underlined.


You say in the middle paragraph:

"The M-factor is not intended to give Alectra Utilities a financial advantage relative to ICM."


So do I read that correctly that under the M-factor you don't get any more money than you would get under ICM?


MS. BUTANY-DESOUZA:  That is correct.  But as identified, it's different from the ICM because it's on an envelope basis for the five years, and that we wouldn't be coming back each year with another ICM application.  We need the ability to execute on our Distribution System Plan as we filed with this application over the 2020 to 2024 period.


Mr. Basilio referred to the certainty in order to fund the necessary capital investments during that time period, and so that's the distinction with respect to M-factor versus ICM.


But the calculation, as laid out in the pre-filed evidence, and a table in that evidence provides the many similarities to ICM, save and except for the two items that I have identified.


MR. SHEPHERD:  So I went down your list of ICM projects, and it has things like bucket trucks and stuff like that, and none of that stuff qualifies for ICM, right?


MR. BASILIO:  I think it would be our position that, yes, it does.  It is normal and expected capital.


The scope of ICM under the MAADs policy is normal and expected capital.  This was a point we made on presentation day that we felt that the exclusion of projects on the basis -- and I know I am paraphrasing here -- that it's typical annual capital is inappropriate, because the MAADs policy document very clearly says that it's normal and expected capital.  It's capital we would invest in the normal course.


MR. SHEPHERD:  So the typical annual capital programs quote originated in a Toronto Hydro decision, right?


MR. BASILIO:  It did.  And maybe, Mr. Shepherd, just to cut to the chase, the MAADs policy document is a document that is subsequent to that decision, is it not?


MS. BUTANY-DESOUZA:  It is.  And subsequent to the ACM policy as well.


MR. SHEPHERD:  So you're saying the ICM for MAADs purposes is different from the ICM for everybody else; is that right?


MS. BUTANY-DESOUZA:  Yes.


MR. BASILIO:  Very explicitly in that document.  I can take you to the page reference --


MR. SHEPHERD:  So --


MR. BASILIO:  -- if you like.  In fact, that is policy, OEB policy --


MR. SHEPHERD:  So --


MR. BASILIO:  -- normal and expected capital.


MR. SHEPHERD:  So for the Board to approve your M-factor it has to agree with you that it has two different ICM policies, one for MAADs and one for non-MAADs.  Is that right?


MS. BUTANY-DESOUZA:  I guess it would have to agree with us and with its policy statements twice, separated in time by nine months.


At page 9 of EB-2014-0138, page 9, under the bold type heading, OEB policy, it says that:

"A distributor may now apply, and of course that is the ratemaking associated with distributor consolidation, so the updated -- let's call it the updated or 2015 MAADs policy for reference purposes -- that a distributor may now apply for an ICM that includes normal and expected capital investments.  This clarification of policy -- my emphasis -- should address the need of those distributors who may not consider entering into a MAADs transaction due to concerns over the ability to finance capital investments."


Then, subsequently, in the OEB's MAADs handbook, Handbook to Electricity Distributor and Transmitter Consolidation, dated January 19th, 2016, the OEB says again, page 17:

"The ICM is now available for any prudent, discrete capital project that fits within an incremental capital budget envelope, not just expenditures that were unanticipated or unplanned."


Now an unfortunate double negative, but therefore expenditures that were anticipated and were planned.  And that is precisely what we have included in the M-factor projects.


MR. SHEPHERD:  So these are the same arguments you made in the 2018 case and the Board rejected them.  Why would the Board take a different view this year?


MS. BUTANY-DESOUZA:  Mr. Shepherd, that was not a point of argument in our 2018 application, I don't believe.  Frankly, in the 2018 application we had the policies that I have just read out to you.  We took them at face value.  Normal and expected.  And we filed our ICM application in that very context.


MR. BASILIO:  And in retrospect, Mr. Shepherd, we should have appealed that decision.  This is a threshold issue for us.


MR. SHEPHERD:  So this decision is an appeal of that as well?


MS. BUTANY-DESOUZA:  No.


MR. SHEPHERD:  This case is an appeal of that decision?


MS. BUTANY-DESOUZA:  No, no.  This application relates to the Distribution System Plan, five years' worth of capital funding required to address five years' worth of distribution system plan projects, articulated over 4,000 pages, I think, at the outset.  We might be at another four.  I have lost count.  A small forest compiles all of the necessary funding required for Alectra Utilities between 2020 to 2024 as a newly consolidated utility, and this M-factor application relates to the ICM and is meant to provide us with certainty and capital funding and regulatory efficiency to fund those capital needs over the next five years.


MR. SHEPHERD:  So Mr. Basilio, why should you have appealed the decision last year then?  If this is not the appeal, then why should you have appealed it last year?


MR. KEIZER:  I don't know if it really is relevant as to why they should or shouldn't have appealed whatever decision in 2018.


I think the issue that we have before us is the application that is made, which is based upon the assertions that Alectra has already indicated presently, plus also as a variation on the ICM and the assumptions in the DSP.


So what has happened or not happened in 2018 in terms of why they did or did not appeal, I don't think is relevant.


MR. SHEPHERD:  Well, I guess what I am concerned with, Mr. Keizer, is that the statements appear to be inconsistent; that is, this is only about this year, and then another statement saying we should have appealed last year.


If the Board is being asked to change its view on a particular issue -- which is typical annual capital programs, for example -- if it's being asked to change that view, the applicant should be very clear that that's what it is asking.


MR. KEIZER:  Well, my understanding is what the applicant is asking is for the Board to consider the totality of its application with respect to the DSP and the ability to fund that capital going forward, recognizing that Alectra takes the position that the current ICM, as put forward by the Board, does not enable it to do so, and so therefore it has now proposed variations to that ICM to enable that funding which they've set out in their evidence.

So I don't think it has anything to do with a decision to appeal or not appeal a previous decision.  It is a brand new application based on new evidence and new assertions.

MR. SHEPHERD:  So you are directing your witness not to answer?

MR. KEIZER:  I am.

MR. SHEPHERD:  Thank you.  I wonder if I can go to page 26 of that same presentation, and this is actually in your DSP somewhere too, right, this chart?

MR. WASIK:  That is correct, Mr. Shepherd.

MR. SHEPHERD:  Is your microphone on?

MR. WASIK:  It looks like it is on.  Yes, Mr. Shepherd, it is in the DSP.  That is the value framework.

MR. SHEPHERD:  Okay.  So if we go to any individual project, we should be able to check-off here's the values that this project is delivering, right?  I mean, you don't actually do that.  I get that.  But your system is driven by that, right?

MR. WASIK:  So each particular business case that is developed to address an investment need reflects the various benefits and risks by these categories, so we can do so consistently across all of Alectra's investment capital needs.

MR. SHEPHERD:  I guess you have a list of -- I don't know how many it is, probably two or three hundred projects that are in your 265 million.  I don't know what the number is; maybe it's a hundred projects, but it's a lot.

Could I go to those projects and ask you one by one which is this one, which box is this one ticking off?

MR. WASIK:  Correct.  We've provided that in appendix B, when we provided the business cases for those particular material projects.

MR. SHEPHERD:  Well, the projects in your 265 million, most of them don't have business cases, right?

[Witness panel confers]

MR. WASIK:  That's not correct, Mr. Shepherd.  All the projects have business cases.

MR. SHEPHERD:  Excellent.  And then you will be pleased to know this is the last question I have on these presentations.

This is page 30 of that same presentation, and I am looking at this capital spending.  It looks like the growth each year is within the IRM level; that is your capital spending is going up by actually less than your PCI factor, isn't it, each year?

[Witness panel confers]

MS. BUTANY-DESOUZA:  Mr. Shepherd, I am sure Mr. Wasik will help me out if I stray too far out of my realm, but I can tell you that the planned capital expenditures, as identified in the table that you took us to on slide 30, are the ones that are supported by business cases, and they add up to the totals that you see before you on this slide.

MR. SHEPHERD:  That's entirely non-responsive to my question, which had nothing to do with business cases.

My question had to do with the increases each year in the total amount of capital spending, and those increases are less than 1 percent on average.

MS. BUTANY-DESOUZA:  I have not done the math, Mr. Shepherd.  I mean, they are marginal, I would agree with you.

What I am saying in response to your question is that the totals that you see before you are the composition or aggregation of all of the projects for which we need planned CAPEX.

MR. SHEPHERD:  And I'm asking why do you need more money if the PCI factor, plus actually your growth in customers as well, is more than sufficient for these increases?

And before you go to your evidence and start reading some more, the reason, I think -- what I am trying to get to is that in 2020, you have a big jump relative to past spending.  Is that right?

[Witness panel confers]

MS. BUTANY-DESOUZA:  Mr. Shepherd, the amount that's funded in base rates is 236 million.  So what we're trying to achieve is a sustainable level of capital funding identified for 2020 as 288.9 million, and as also identified at the time of our MAADs application, that we would need incremental capital funding of 587.7 million during the rebasing deferral period over these five years that is almost exactly half that.

MR. SHEPHERD:  What is the relevance of the fact that you identified it in your MAADs application?

MS. BUTANY-DESOUZA:  You're suggesting that it is a dramatic stepped increase, and what I am telling you is that it is consistent with the forecast that we offered everyone here and the OEB at the time of the MAADs.

This is not inconsistent.  We have needed this capital funding to sustain our CAPEX over the 10-year rebasing deferral period and what you see before you, substantiated by a Distribution System Plan, is exactly that, that we need incremental capital funding on this basis.

It's not out of the blue.  It was well-known insofar as we laid it out in our MAADs application.

And as Mr. Basilio took you to, the OEB identified it in its MAADs decision, that then LDC CO, now Alectra, would need this level of capital funding during the rebasing deferral period.  And so that is for many years, it is for the ten years of the rebasing deferral period.

MR. SHEPHERD:  From 2015 to 2019, how much capital was funded in rates?

MS. BUTANY-DESOUZA:  Funded through rates?

MR. SHEPHERD:  Yes.

MS. BUTANY-DESOUZA:  We're at about $236 million.  That is not we spent, but that is what we are funded at.

MR. SHEPHERD:  So 2015-2019...

MS. BUTANY-DESOUZA:  Sorry, excuse me, I misspoke.  2015 to 2019 is not a fair -- I can't make that comparison because we weren't Alectra until 2017.

But I can tell you that having formed Alectra, 236 million is funded in base rates.  The CAPEX that -- the actual expenditure has been above that, and that is not a sustainable pace.

MS. GIRVAN:  Can I interject for a quick question?  You referred to 587.7 million that was identified in the MAADs application.  What does that number mean?

MS. BUTANY-DESOUZA:  It is the level of funding that we had identified would be required through ICM during the rebasing deferral period.

MS. GIRVAN:  Okay, thanks.

MR. SHEPHERD:  Here's what I am trying to get at.  In the last five years, or the five years ending 2019, you had a particular amount that was funded in rates.  You can calculate that, right, just like you calculated the 236 million?

MS. BUTANY-DESOUZA:  The base rates -- I mean, it's a bit of a fiction, what you are taking me to, because 2015 and 2016 are not one consolidated distributor.

MR. SHEPHERD:  You can add them up?

MS. BUTANY-DESOUZA:  If you added them up, they would be approximately $236 million.  That is what is funded in base rates and again, that is not the level of our actual CAPEX.

MR. SHEPHERD:  How much did you spend in 2015-2019 in capital?

MS. BUTANY-DESOUZA:  I think it is outside of the scope of this.  I mean, we are only Alectra from 2017 onwards.  So the circumstances of Alectra are what is at discussion here.

MR. SHEPHERD:  So you are refusing to tell us what you spent?  This is public information.

MR. KEIZER:  No, what the witness has indicated is that she is able to tell you what was spent from 2017 onward, which is Alectra.

The individual utilities were just that, separate entities.  They weren't Alectra, they weren't governed by this corporation or any other element of it.

MR. SHEPHERD:  Why does that matter?

MR. KEIZER:  Well, because they're different companies Altogether, and those plans are what those plans were. How they spent the capital and base rates was entirely up to them.

Alectra can only speak for Alectra, which is from 2017 onward.

MR. SHEPHERD:  So you're refusing to tell the Board what you spent in 2015 to 2019?  It is simple.  I asked a question.  You either answer it or you don't.

MR. KEIZER:  Well, the question as it is phrased, we can tell you from '17 onwards.  From '15 to '16, whether or not Alectra can't take any responsibility for what was or was not spent in those two years.

MR. SHEPHERD:  But it can tell us what it was?

MR. KEIZER:  It could tell -- I am assuming -- and this is something maybe we will talk about at the break and come back to you as to what we can and can't tell with those two years.

MR. SHEPHERD:  Okay, so -- hang on.  So here's the undertaking I am going to request.  I am going to request an undertaking that you tell us how much capital was funded in base rates from 2015 to 2019 and how much capital was spent in those five years.

MR. KEIZER:  I will take it out at the break and advise you after the break as to whether we accept the undertaking.

MR. SHEPHERD:  All right.  Well, then probably this is a good time --


MS. BUTANY-DESOUZA:  Sorry, can I just ask for clarification then?  I just want to write it down on what we're going to look at at the break.

MR. SHEPHERD:  All right.  You have told us the amount funded in rates for 2020 to 2024 is $236 million a year.

MS. BUTANY-DESOUZA:  That's correct.

MR. SHEPHERD:  And that the amount that you need to spend is $291 million a year.  Right?  On average.

MS. BUTANY-DESOUZA:  On average, yes.

MR. SHEPHERD:  Okay.  So I would like those same two numbers, what you -- what was funded in rates and what you actually spent from 2015 to 2019.

MS. BUTANY-DESOUZA:  I've got it.  And as Mr. Keizer indicated, we will take a look at the break.

MR. SHEPHERD:  Thank you.

MS. BUTANY-DESOUZA:  Thank you.

MR. SHEPHERD:  This is probably a good time to take a break.

MR. MURRAY:  Why don't we come back at 11:15.
--- Recess taken at 10:58 a.m.
--- On resuming at 11:23 a.m.

MR. SHEPHERD:  Shelley, can you hear us okay?


MS. GRICE:  Yes, I can hear, thank you.


MR. MURRAY:  Tom?


MR. BRETT:  Yes.


MR. MURRAY:  Go ahead.

Examination by Mr. Shepherd (Cont'd.):

MR. MURRAY:  Welcome back to the technical conference.  Before we continue with Mr. Shepherd's questions, there’s a couple of housekeeping matters.


The first matter is Staff has prepared a document that we are going to ask -- that we are going to mark as an exhibit, Exhibit KT1.1.  It is titled "Table 1, capital budgets funded through base rates for Alectra Utilities' predecessor utilities".
EXHIBIT NO. KT1.1:  DOCUMENT ENTITLED "TABLE 1, CAPITAL BUDGETS FUNDED THROUGH BASE RATES FOR ALECTRA UTILITIES' PREDECESSOR UTILITIES"


MR. MURRAY:  The second preliminary item I wanted to address was that, Mr. Keizer, you indicated at the break you were going to discuss with your client the proposed undertaking requested by Mr. Shepherd regarding capital funding and base rates, and how it is actually spent.


We're hoping you can provide some more clarity on that now.


MR. KEIZER:  Yes, Mr. Shepherd asked us to provide an undertaking to determine the calculation of funding in base rates for the period 2015-2019.


We’ve talked about it at the break.  So to do it on the same basis as the 236 that Alectra has alluded to previously with respect to -- that is currently on the record.


We will have to rerun certain predecessor utility models.  It will take some time to be able to do it, but Alectra will try to do that calculation and undertake to provide it.


MR. SHEPHERD:  Okay.  So the request for the undertaking was very clear.  It was the calculation of the amount funded in rates, and the amount actually spent in each of those years.


MR. KEIZER:  Yes, understood, and the amount in rates.


MS. BUTANY-DESOUZA:  I just want to clarify, though, that the model we're referring to is the one that we filed in response to G-Staff 8, and that's the model that determines that which is funded through base rates versus incremental capital funding sought.


However, to complete the undertaking that Mr. Shepherd has requested, that means we have to go back multiple years times five utilities; we will do our best.


But again I would go back to the response I gave prior to the break, that 2015 and 2016 are five different utilities under different management and potentially different prioritization, in terms of capital.


It is an apples-to-oranges comparison.  2017 onwards may be relevant, in terms of all under Alectra, but we will take a look in terms of ability to provide and get back to -- provide it back.


MR. SHEPHERD:  Sorry, did you give the undertaking or not?


MR. KEIZER:  We did, with those caveats.


MR. SHEPHERD:  The caveats are that you might not give us the information, or that the information might not be relevant?


MR. KEIZER:  Well, two things.  One is it might not be relevant, which we will identify in the undertaking response.


And the second is that it obviously is not a simple calculation to do, and that we're just putting people on notice that it is not something that can be quickly generated based upon the five models over multiple years.  But the undertaking, we have provided it.


MR. SHEPHERD:  You know the deadline for the undertakings, right?


MS. BUTANY-DESOUZA:  What deadline is that, Mr. Shepherd?


MR. KEIZER:  I don't think it has been advised in our procedural order, Mr. Shepherd.


MR. SHEPHERD:  Don't we have a hearing next week?


MS. BUTANY-DESOUZA:  Yes, and we are here with you today and tomorrow.


MR. SHEPHERD:  So my question is are you going to give us the answer in time, yes or no?


MR. KEIZER:  Well, I think we're going to try, and all we can do is try, sir.


MR. SHEPHERD:  All right.  Thank you.


MR. MURRAY:  We will mark that as undertaking JT1.1.
UNDERTAKING NO. JT1.1:  TO DETERMINE THE CALCULATION OF CAPITAL FUNDING IN BASE RATES FOR THE PERIOD 2015-2019.


MR. SHEPHERD:  I want to go to SEC 23.


MS. BUTANY-DESOUZA:  Sorry, Mr. Shepherd, I just need a minute to make a note if you don't mind, please.


MR. SHEPHERD:  All right.


MS. BUTANY-DESOUZA:  Thank you.  Sorry, would you mind repeating the reference, please?


MR. SHEPHERD:  SEC 23.  Do you have that?


MS. BUTANY-DESOUZA:  No.  Why don't you go ahead and I'll catch up.


MR. SHEPHERD:  So in SEC 23, you first talk about the requirement that each capital project be significant relevant to Alectra Utilities' total capital budget.


And I am wondering -- what I want to clarify is are you saying that the new thing the Board did was to apply materiality to each project, or to apply that test to your total capital budget?  Two different things, right?


One is, is there materiality for projects at all, only material projects count?  And secondly, if there is, is that compared to the rate zones' budgets or to the overall Alectra budget?


Which is the change that you are saying was a surprise to you, was new and unexpected?


[Witness panel confers]


MS. BUTANY-DESOUZA:  Mr. Shepherd, two things that were unexpected.  First, that the additional threshold was on a project basis relative to Alectra Utilities' total capital budget, as identified in line 9 to this response.


And also -- so it was an arbitrary imposition of a project materiality threshold.  And in fact, in the decision, that materiality threshold or the dollar value, as I have indicated previously, wasn't identified.


Second, as is indicated at the bottom of this same interrogatory response...

MR. SHEPHERD:  I will come to that in a second.


MS. BUTANY-DESOUZA:  Okay.  I would just like to finish my statement, though.


MR. SHEPHERD:  Well, I asked you a question, and you haven't answered it yet.


MS. BUTANY-DESOUZA:  I did.


MR. SHEPHERD:  No, you didn’t.  It was a very clear question.  There’s two things here.  One is the addition of a project materiality threshold, and B is applying project materiality compared to the overall Alectra budget rather than per rate zone.  Two different things.


Is there a project-specific materiality, and how big is it?  Which are you complaining about, or are you complaining about both?


MS. BUTANY-DESOUZA:  The issue for Alectra is that there's a project-specific materiality threshold and that it's compared to Alectra's overall capital budget.


MR. SHEPHERD:  So your proposal is there should be no project materiality threshold at all, right?


MS. BUTANY-DESOUZA:  Correct.


MR. SHEPHERD:  Okay.  Now, please, I was going to go to the second one, which is the typical annual capital programs.


As I understand what your position is and what you are saying in your application, is we thought the MAADs policy changed that.  Is that right?


MS. BUTANY-DESOUZA:  The Board articulated, on two different occasions, in two different documents, that in the context of a MAADs, ICM was available and it was available for normal and expected capital.  Both of those documents, the MAADs policy of March 2015 and the MAADs handbook of January 2016, are later than any other document, yes.


We believe that in the context of a post-consolidation utility, that it is those policies that apply.


MR. SHEPHERD:  And then on the next page you say:

"Based upon the ICM as interpreted and applied by the OEB, there is not sufficient funding to permit capital investment that is required to implement the DSP."

And you said that again this morning, and you said that on presentation day.


So you are asking for a new mechanism which is an enhancement, and here's my problem.  I asked you earlier do you get more money on M-factor than ICM, and you said no.


And this sounds like it is saying we're asking for a M-factor because we need more money.


MS. BUTANY-DESOUZA:  So perhaps I can clarify?


MR. SHEPHERD:  Thank you.


MS. BUTANY-DESOUZA:  Allow me to help.  What we're saying is that based on the way that the OEB has interpreted or implemented ICM in the 2018 and 2019 Alectra decisions, that lends itself -- not lends itself, it has resulted in capital funding that is insufficient to satisfy the Distribution System Plan and incremental capital funding required for Alectra from 2020 to 2024, that five-year period.

What I am saying is that, in addition, the M-factor is very much based on the mechanics of the ICM, save and except for that we seek five years' worth of capital funding in this one application, and that such is an on envelope basis over those five years.

MR. SHEPHERD:  Yeah, I guess -- what I am trying to nail down is, you're asking for more money, right?

MS. BUTANY-DESOUZA:  Compared to what?

MR. SHEPHERD:  Compared to ICM.

MS. BUTANY-DESOUZA:  No.  If -- if the ICM is implemented in the manner in which we've said, related to the -- not related to, as spelled out in the MAADs policy and the MAADs handbook, then it is the same level of capital funding, however identified for each of the five years, so over the five-year period.

I believe you have asked us in an interrogatory what would the number be if it was ICM.  And as we've said and as I've said today, if it's implemented in the same manner as spelled out in the MAADs policy and the MAADs handbook, then the level of funding is exactly the same.

MR. SHEPHERD:  But if it's implemented as set out in the decisions in 2018 and 2019, it is less, right?

MS. BUTANY-DESOUZA:  Then the M-factor is more, the ICM is less, correct.

MR. SHEPHERD:  Okay.  So the purpose of this application is so that you get full funding of your capital plan, not the partial funding that you got in 2018 and 2019.

MS. BUTANY-DESOUZA:  The purpose of this application is to ensure that we have capital funding over a five-year period in order to execute on the Distribution System Plan.

MR. SHEPHERD:  Okay.  So I am going to ask you to go to SEC -- sorry, now I am lost -- to SEC 37.  Do you have that?

MS. BUTANY-DESOUZA:  Yes, we have it.

MR. SHEPHERD:  And we asked you, why did you let reliability deteriorate?  And you said, well, it's not a problem of management decision-making, but we did under-invest in system renewal.  Is that right?

MR. WASIK:  Mr. Shepherd, the context of our response is that relative to the plans we've put forward and the requirements we identified in the systems, there was insufficient funding to implement all the system renewal investments that we had initially planned.

MR. SHEPHERD:  So this is going to be an issue in the oral hearing, so we might as well get it out on the table now.

We always expect utilities -- we, sort of the people in the sector -- always expect utilities to make sure that they always invest sufficiently to run their utility properly.  We don't ever expect -- no matter what the excuse, we don't ever expect under-investment.

Utilities will often come back and say, well, you know, our ROE took a big hit because we had to invest to maintain our system -- the quality of our system.

This sounds like it is saying, no, if you don't give us more money we'll simply let the system deteriorate.

MR. WASIK:  So I would not agree with that statement, Mr. Shepherd.  We have articulated in the DSP, if I can take you to page 27 of the DSP, which is Exhibit 4, tab 1, schedule 1, that there are multiple reasons for the deteriorating reliability.  And some of those elements are as a result of other drivers of investment needs that had to be done as well.

We do our best to work within the available investment funding that we have, but what this reflects and this plan plans to address is the fact that the distribution system that we manage and oversee is deteriorating at a faster rate than the rate of our renewal that is funded for.

So we are recognizing that there is a growing gap between the pace of our renewal and the pace of our deterioration, and that has been a major contributor to some of that deterioration.

MR. CANANZI:  Mr. Shepherd, may I also add that we have been funding capital renewal to the rate above what is afforded in rates for this precise reason that you have indicated, that, you know, when pressed into a situation we will respond, and we have been.  But, you know, it has been challenging.

And the other issue with regards to this is that the cable continues to get older, continues to deteriorate, and it is an issue of reprioritization and keeping pace with that, and I think that sometimes that gets the better of us, but we always try to rise to the challenge.

MR. SHEPHERD:  Mr. Cananzi, how long have you been in the utility business?

MR. CANANZI:  Thirty-three years.

MR. SHEPHERD:  What you're talking about, the assets getting older every year, that's been happening for all of those 33 years, right?

MR. CANANZI:  That's correct.

MR. SHEPHERD:  How is this situation different now?

MR. CANANZI:  Well, I believe that we've provided some introductory comments in presentation, as well as in previous rate applications, that, you know, what we see is a growing need in the underground cable, specifically renewal program.

So those needs are growing, and they're growing at an exponential rate, not linearly.

MR. SHEPHERD:  And I am asking why that is that the case.  Why is it different than five years ago or ten years ago or 20 years ago?

MR. CANANZI:  It isn't necessarily different, other than as an exponential increase, and now we're facing -- we're into a steeper climb.  We're into a -- you know, more capital required as you continue to age.  And we have been increasing our budget in underground renewal placements for many years.

MR. SHEPHERD:  So I understand that about underground renewal, because you have situations in which you just have a period where this is the time everything's getting old at once, right?  Is that true?  Like cables, for example.  You just happen to have a lot of old cables.

MR. CANANZI:  Yes.  I would think -- that's true.

MR. SHEPHERD:  But usually isn't it also true that at that same time you have another asset category that isn't growing old as fast, because that's the one that was growing old ten years ago, and you replaced a whole lot of stuff.  Isn't that right?

MR. CANANZI:  I think that we follow prudent management practices, utility practices, with regards to all of the assets.  What we're identifying here is that there's an accelerated need, particularly in the asset class of underground cables.

I believe that we've been replacing, you know, assets in all the other categories as well, and we've identified through the DSP what those requirements are for each of the individual classes.

MR. SHEPHERD:  Well, in fact, in some of those other classes your spending is actually going down because you have basically -- I am not going to say you solved those problems, but you've got them under control; is that right?

MR. CANANZI:  I believe in the asset category of station switch gear, for instance, that is correct.

MR. SHEPHERD:  So here's -- the question the Board is going to ask and the question that is going to be in all of the arguments, so we might as well talk about it now, is, normally what happens is that some things are high-spending now and some things are low-spending now, and they balance each other out over time.

And there is a calculation that the Board does of how quickly your overall costs should go up; that’s the PCI.

So I am trying to understand what's unusual about Alectra that requires you to have more than the long-term needs of everybody in the industry?

MR. WASIK:  Well, Mr. Shepherd, I think I can...

MR. SHEPHERD:  Sorry, can I just ask Mr. Cananzi to answer that first, and then by all means add.

MR. KEIZER:  Well, I guess Alectra can choose who they think is best able to answer the question.

MR. SHEPHERD:  No, actually I am allowed to ask a question of anybody I want to ask a question of.

MR. KEIZER:  Yes, and they are allowed to choose whoever respond.

MR. SHEPHERD:  Are you instructing Mr. Cananzi not to answer?  Please.

MR. KEIZER:  No, I am just asking that if Alectra chooses to have another person answer it, that they be permitted to do so, that's all.

[Witness panel confers]

MR. CANANZI:  Sorry, what was the question?

MR. SHEPHERD:  Well, you had a full discussion about my question, and you can't remember what it was?

MR. CANANZI:  Yes.  I've lost track of what your question was.

MR. SHEPHERD:  I am going to move on.  So I want to go to SEC 39.

MS. BUTANY-DESOUZA:  We have it.

MR. SHEPHERD:  So you refer to the merger business plan as approved by the OEB in the MAADs decision.  Can you help me understand?  Can you show me where the Board approved that merger business plan?

MR. BASILIO:  Well, it didn't specifically approve the merger business plan, so that's probably, you know, not an entirely accurate statement.

What the Ontario Energy Board did approve was a merger on the basis of the evidence filed, which included the merger business plan and on the merits, you know, the merits of that plan being taken into consideration in the resolution of the Board's decision.

MR. SHEPHERD:  And so you will show me then where in the decision the Board said, well, we're considering this merger business plan and on that basis, we're approving this merger?

MR. BASILIO:  No, the decision didn't say that.  But certainly the Board's decision would have been based on the totality of the evidence at the time, which did include a merger business plan.

MR. SHEPHERD:  Well, the Board's decision was based on the no harm test, right?

MR. BASILIO:  Well, perhaps, Mr. Shepherd, we could ask the Board to advise us the basis on which it approved the decision.  But my presumption would have been that it would have been based on its review of the totality of evidence, which included a merger business plan.

I certainly can't speak for the Board, though.

MR. SHEPHERD:  Okay.  So I would like you to go to SEC 43.

MS. BUTANY-DESOUZA:  We have it.

MR. SHEPHERD:  So we had this discussion back and forth about whether M-factor and ICM are essentially the same.  And basically, as I understood it, the M-factor is the same as the ICM for MAADs situations, as you understand it, except that it is on an envelope basis for five years, right?

MS. BUTANY-DESOUZA:  Right.  Assuming that it is as set out in the MAADs policy and the MAADs handbook, which is for normal and expected capital.

MR. SHEPHERD:  Okay.  So what I would like to ask
is -- you've said that they're identical based on that interpretation.  You know what the Board's interpretation was in 2018 and 2019.

Can you, please, calculate your M-factor claim if the 2018 and 2019 ICM rules are applied to your M-factor?

MR. KEIZER:  I don't think that's the proposal that Alectra has before it, and it's not applying on the basis of what the 2018 and 2019 would be.  Nor should it be interpreting as to how the Board would receive it, if it was applied for on that basis.

MR. SHEPHERD:  I just want to know how much more money you're asking for.

MR. BASILIO:  I think we've provided the basis on which we're, you know, we're making the comparison between M-factor and ICM and it's under the assumptions that Ms. Butany just articulated, which are consistent with the policy she referenced.

So I don't know -- I am not sure what more we can offer there, frankly.  You're asking for a completely different basis of comparison for a different method of filing.  That is not what is before the Board today.

MR. SHEPHERD:  Yes.

MR. BASILIO:  And we provided an interrogatory comparisons.

MR. SHEPHERD:  What I am asking for is how much more money are you asking for than you would otherwise get under the ICM as currently interpreted by the Board.

If you are not willing to tell the Board that, that's fine.  I am just -- I had to ask the question.

MR. KEIZER:  I understand, and the answer is we don't know because it would be to the Board to interpret it and to apply its own rules.  It is not a formulaic thing.  So as a result, we don't have that number.

MR. SHEPHERD:  Well, see, the Board said in its procedural order that it is a formulaic thing.

MR. KEIZER:  Certainly the IRM is, but not the ICM, not as they applied it in the 2018-19 decision.

MR. SHEPHERD:  Okay.  So in SEC 45, on the second page you say -- and you say this lots of places -- that Alectra Utilities requires the funding available through the M-factor.

Have you filed evidence that you require this funding that, based on your financial forecasts, you won't have enough money to spend on this capital unless you have this money?

MR. BASILIO:  We require it in order to support just and reasonable rates to support the level of capital.

I mean, this for us is not a question of, you know, could you go out and borrow a gazillion dollars to finance this.

This is about just and reasonable rates support for the capital investment that's, you know, with the exception of some of the differences between M-factor and ICM that we have articulated in the application is very much consistent with Board policy.

So our view is we require it, and particularly considering the experience of the last two ICM applications.

MR. SHEPHERD:  Yeah, I guess what I'm asking about is not whether you think you need more money, but whether you are able to provide some evidence that if you don't get more money, you won't have enough money for your capital plan.

MR. BASILIO:  We won't have enough rate supported financing for our capital plan.  That's the nature of this application.  That's the totality of the evidence, really.

MR. SHEPHERD:  Okay.  So you have told us what your forecast ROE is for the next five years, right?

MR. BASILIO:  No.

MS. BUTANY-DESOUZA:  No, we have not.

MR. BASILIO:  No we have not.

MR. SHEPHERD:  Okay, why not?  If your ROE is really high, then you don't need more money, right?

MR. BASILIO:  But, Mr. Shepherd, again -- you know, I think this is starting to border on policy argument.

All I will offer is that we filed a MAADs application, and we received a MAADs decision. I think I made my opening remarks around this.  That decision was predicated largely on a balance articulated in the Board's MAADs policy, and some of the steps here and the relief valves -- I am not telling you any tales out of school, but let's get it on the record.

Shareholders retain the merger benefits for up to a 10-year rebasing deferral period.  To the extent that there are excess earnings, which I suggest -- and this is in our MAADs decision as well.  The Board is taking the view in years six to ten to the extent that your earnings are exceeding 300 basis points above the regulated return, then those earnings should be shared 50-50 with customers.

So, you know, it's a balancing mechanism, right?  It's to incent mergers, to allocate the benefits appropriately depending on who is taking the risks, and to provide release valves to the extent that, you know, there are excess earnings available, you know, and, you know, I mean, I know, and I think it is evident that, you know, intervenors are not necessarily pleased with that policy, but that is, you know, that's the policy and that was our expectation.

It was an acknowledged expectation in the Board's decision on our MAADs application, and so I think, you know, I think we're filing here on a basis that is entirely consistent with our MAADs decision that, you know, I think is entirely consistent largely with Board policy, save some of the nuances between M-factor and ICM that we have articulated.

So it is required, in my view it is required, and, you know, I don't really have anything else to say about the nature of that statement.

MR. SHEPHERD:  So I am going to ask you to file your most recent forecast of your regulatory earnings for the period 2020 to 2024 to show that regulatory earnings, including all synergies and including all transition costs, what your shareholders will actually see --


MR. BASILIO:  So we're not going to do that.

MR. SHEPHERD:  Okay.

MR. BASILIO:  Those synergies and savings are specifically excluded from that calculation, per the MAADs policy.  Customers are not entitled to those savings unless they're generating excess earnings as defined, as ultimately resolved by the Board in our MAADs proceeding.

Those earnings, those transition costs, are not for the account of customers for that period.  So the implication would be that somehow those savings should be financing the capital within that period of time outside of the boundaries that the Board established in its MAADs decision.

So it would be, frankly, egregious, relative to that decision, to provide that information.  The context is completely outside of Board policy in that decision.

MR. SHEPHERD:  I wasn't asking you to agree to use those earnings for capital spending.  I was asking you not to make them secret.

MR. BASILIO:  They're not secret.  We've provided -- I believe we have provided in response to an interrogatory, G-Staff 15, what this -- I mean, Indy, please clarify what we responded to, but I think we provided this information.

And what I would offer is they're largely consistent with what we provided in the evidence filed for the MAADs application.

MR. SHEPHERD:  Sorry, I --


MS. BUTANY-DESOUZA:  Mr. Shepherd, we've provided our total net synergies actual and forecast in response to G-Staff 15.

MR. SHEPHERD:  That's not what I asked for.

MS. BUTANY-DESOUZA:  You asked that they not be kept a secret.

MR. SHEPHERD:  No.

MS. BUTANY-DESOUZA:  And I am telling you that they are not a secret and that they've been provided in Alectra Utilities' response to G-Staff 15.

MR. SHEPHERD:  I asked you to provide your forecast financial results.

MS. BUTANY-DESOUZA:  I believe --


MR. SHEPHERD:  To see how much money you're making.

MS. BUTANY-DESOUZA:  I believe Mr. Basilio has responded to that.

MR. SHEPHERD:  All right.  I want you to go then, if you could, please, to SEC 57.

So we asked you in SEC 57 to estimate the impact of your M-factor for GS over 50 kilowatt customer on average with a demand of 100 kilowatts.  This is relatively roughly representative of a typical school.

So you have said, for example, in Table 1 that for a customer like this in the Horizon territory it would be in that five years $818.

Am I right that these M-factor rate riders would continue until 2028?  Or 2027, I guess?

MS. BUTANY-DESOUZA:  'Til 2026.

MR. SHEPHERD:  Okay.  So there is another two more years, right?

MS. BUTANY-DESOUZA:  Yes.

MR. SHEPHERD:  Or three more years.

MS. BUTANY-DESOUZA:  Two.

MR. SHEPHERD:  So 2026?

MS. BUTANY-DESOUZA:  Two years.

MR. SHEPHERD:  Okay.  Another two years.  And you are also anticipating that you will continue the M-factor in 2025 and 2026 with additional spending, right?

MS. BUTANY-DESOUZA:  So these riders, if approved, would continue until 2026, and at the end of this DSP term we expect to bring forward the next DSP.

I mean, it is perhaps not surprising, we've said it in the MAADs, that we need incremental capital funding.  I expect that that level of funding or incremental funding need will continue for 2025 and 2026.  Rebasing is in 2027.

MR. SHEPHERD:  So then for that customer in Horizon, for example, they should expect that they're going to be spending $400 a year in 2026.  Going into the next rebasing they already have a $400 per year rate increase, roughly.

MS. BUTANY-DESOUZA:  Sorry, I --


MR. SHEPHERD:  If it's increasing at the same rate.

MS. BUTANY-DESOUZA:  I can't -- I'm not going to -- I can't confirm your amount.  There would be an -- what I will confirm is that there would likely be an additional 2025 and 2026 rider, M-factor rider, related to the second consolidated Alectra DSP.

MR. SHEPHERD:  Okay.

MS. BUTANY-DESOUZA:  The level of which I can't speak to at this time.

MR. SHEPHERD:  And so then don't those -- doesn't that stuff all have to go into rate base and that whatever it is, let's say $400 a year, get converted into base rates?

MS. BUTANY-DESOUZA:  Upon rebasing, I think we can agree that capital is added -- net fixed assets are added to rate base.  That's not the case during this period, 2020 to 2026.  There are no additions to rate base.  We aren't earning a return on this capital.  It will -- we will rebase in 2027 --


MR. SHEPHERD:  Sorry, let me stop you.

MS. BUTANY-DESOUZA:  Sorry, I misspoke.  All I wanted to say was that we are -- we don't add them to rate base until 2027, when we rebase.

MR. SHEPHERD:  Your M-factor calculates what you collect from customers as if they were added to rate base, right?

MS. BUTANY-DESOUZA:  Well, yes, and that is why I paused and corrected myself, retreated on my statement, Mr. Shepherd, and simply stated that the additions to rate base don't happen until 2027.

MR. SHEPHERD:  So in 2027 --


MS. BUTANY-DESOUZA:  Yes.

MR. SHEPHERD:  -- will that hypothetical customer's other revenue requirement allocated to them go down by 400?  So that they will get -- that will be balanced out?

Because, see, they're supposed to get a benefit.  The customer is supposed to get a benefit at the end of the deferred rebasing period, but it sounds like you're saying, no, we're going to take that all away from them.

MR. BASILIO:  No, in fact, we're not saying that.

Again, if I can go back to an earlier premise that when we filed our MAADs application we included
modelling -- this again was acknowledged, Mr. Shepherd, in the Board's decision that would have included this sort of growth in capital funded by ICM over a ten-year period, I think 571 million or thereabouts.

The assumption -- the rebasing assumption in year 11 in the modelling would have assumed that those rates convert into base rates, that there would have been a rebasing.

I would suggest that if we were talking to our customers today -- I can't do this off the top of my head on a rate zone basis, but if we were talking to our customers today, on an aggregate basis we would say that we're on a trend that is largely consistent in terms of rates and ICM rider growth that is largely consistent with what we put before the Board.

It approved in the MAADs decision.  It reviewed.  You reviewed.  The intervenors reviewed this information.  So this isn't new, I guess.  It is very much consistent with what we would have had in our MAADs application, the MAADs modelling.

MR. SHEPHERD:  Your current proposal is that you will increase rates for more than inflation at more than inflation, substantially more than inflation, between now and 2027, and then you will rebase and rates will go up again.

MR. BASILIO:  No, that's not what I'm -- there is a continuity, I think, of what customers are paying, whether it is rates or riders or a combination of the two.

At the end of the day customers, I don't think, differentiate between those two things.  I think what I'm saying is that this will be on-track in terms of what they're paying for distribution that is very much consistent with what we had in our MAADs application, and they will get the synergies.

MR. SHEPHERD:  Well, see --


MR. BASILIO:  Ultimately overall, rates should go down.  Maybe not rates -- well, we actually showed in the MAADs application that...

MS. BUTANY-DESOUZA:  Than what they otherwise would have been.

MR. BASILIO:  Yes, rates would be lower than they otherwise would be.  They would be lower in rebasing than what they are the year prior.

MR. SHEPHERD:  Okay, that is new.

MR. BASILIO:  It's not new, actually.  If you go back to our MAADs evidence --


MR. SHEPHERD:  In this proceeding.

MR. BASILIO:  Well, we were all at the other proceeding.  I think we can look in the web drawer and probably find that information; I think it would show that.

MR. SHEPHERD:  Sorry, what I am trying to get to is -- let me take it step by step.

Is it correct that your current proposal is that Alectra's rates will increase by more than inflation between now and 2027?

MS. BUTANY-DESOUZA:  Mr. Shepherd, we've laid out the bill impacts by rate zone for the M-factor in Exhibit 2, tab 1, schedule 3, page 20.

It starts on page 20 and continues on to page 21, and the average annual increase, as you will see, is far below inflation -- far below inflation.

MR. SHEPHERD:  And that is your entire rate impact?

MS. BUTANY-DESOUZA:  That is the M-factor bill impact.

MR. SHEPHERD:  I didn't ask about that.  I asked about your rates.

[Witness panel confers]

MR. KEIZER:  Sorry, Mr. Shepherd, you're referring to the IRM and the other elements of the rate increase?

MR. SHEPHERD:  Everything.

MR. BASILIO:  Presumably, though, just those elements that are within the control of essentially distribution rate elements?

MR. SHEPHERD:  Yes.  What you were just talking about.  Your customers don't distinguish between your distribution rate riders and your base rates.

MR. BASILIO:  Right, got it.  Just wanted to be clear when we’re talking about growth and the commodity charge, and all of that stuff.

MR. SHEPHERD:  You already know we're dead in the water on those things.

MS. BUTANY-DESOUZA:  So if you are asking me
whether -- I mean, I've identified to you that the M-factor element is far below inflation.

Obviously, if our base rates are going up at inflation and there's a minor point -- I think it was a .05 percent increase for the M-factor, well, then it is not zero.

So yes, it is greater than inflation.  I would offer, though, marginally so. .05 percent is hardly far and away exceeding inflation.

MR. SHEPHERD:  Okay.  So what you are asking the Board to do is to approve Alectra getting increases in excess of inflation until rebasing?

MS. BUTANY-DESOUZA:  What I am -- what we're asking the Board to do is for a consolidating distributor to be consistent with the MAADs policy that identified that distributors weren't consolidating, or had concerns about consolidation because they had ongoing capital funding needs and needed a manner in which to fund that.

And so what we're asking the Board to do is to fund the incremental capital, as set out in this application and as supported by the Distribution System Plan that sets out Alectra's requirements writ large -- that is for our whole service area, including Guelph recently consolidated, for five years.

MR. SHEPHERD:  All right.  Let me go to SEC 18 -- actually no, let's go to SEC 19 first.  And my simple question is, when you asked your customers about their preferences, did you say to them we're going to propose rate increases above inflation, and we're not going to improve your outcomes?  Because I didn't see that anywhere in your customer engagement stuff.

[Witness panel confers]

MS. BUTANY-DESOUZA:  Mr. Shepherd, in our customer engagement, we set out at the outset -- as we had in the 2018 customer engagement and the 2019 rate application customer engagement, we set out the basis on which rates are annually increased, so the IRM basis.

And separate and apart from that, we put to customers that we are seeking this additional incremental capital funding.

So the basis of your statement is incorrect.  We did put it to customers that in addition to our inflation less stretch factor adjustment, that we were seeking additional capital funding over the five-year period.

MR. SHEPHERD:  And so if we asked those customers what did you think they were telling you, would they say:   Oh, yeah, increases greater than inflation for the next six or seven years?  Would they say that?

MS. BUTANY-DESOUZA:  Mr. Shepherd, I cannot speak for our customers.

I can tell you what we specifically put to them in writing, and they responded and had the opportunity to adjust the level of capital investment that they were comfortable with as part of the customer engagement.

MR. SHEPHERD:  If you can move back to SEC 18, please, we asked you to demonstrate that your needs were unique, and you weren't able to tell us that.

Are you saying that your growth-related needs are not Unique, or that you just don't know?

MR. WASIK:  So, Mr. Shepherd, in our response to SEC 18, we interpret that to be related to development and urban development intensification.

We can only speak to those particular types of investment needs as it pertains to Alectra's service territory, not other utilities or other service territories not applicable to our application.

MR. SHEPHERD:  Well, you are asking for a special capital funding rule for Alectra, right?

MS. BUTANY-DESOUZA:  Yes, that's correct.

MR. SHEPHERD:  So we're asking how are you different from everybody else?

MS. BUTANY-DESOUZA:  And?

MR. SHEPHERD:  And this is not one of them?  This is not one of the differences?

[Ms. Butany and Mr. Basilio confer.]

MS. BUTANY-DESOUZA:  I think I’ve said it earlier this morning, but I will say it again.  One of our -- perhaps the most specific unique situation that we're this is that we're a post-consolidation utility seeking incremental capital funding, and that is a large part of the uniqueness of our situation.

MR. SHEPHERD:  Yes, I was asking you a question about greenfield development and intensification and asking whether that's one of the reasons why you need a unique capital factor.

And if it is, tell us, and tell us how you are unique.  If it isn't, just say so.  It will simplify things at the hearing.

MS. BUTANY-DESOUZA:  The statement that you have taken me to in the referenced IR response for Schools interrogatory 18, is in the context of the investment priorities over the 2020-2024 period for the Distribution System Plan.

It is one of the elements to which we are responding in executing on this Distribution System Plan.  And the uniqueness of our circumstances arises from the source -- the need for funding and the source of that funding for which we can -- to which we can avail ourselves.

MR. SHEPHERD:  Because you are under IRM and you can't come in for cost of service or CIR?

MS. BUTANY-DESOUZA:  Pardon me?

MR. SHEPHERD:  Your funding limitation is because you are under IRM and so you can't come in for cost of service or CIR, right?

MS. BUTANY-DESOUZA:  Our funding limitation is that we're on a 10-year rebasing deferral period.

MR. SHEPHERD:  Which is under IRM?

MS. BUTANY-DESOUZA:  Yes.  Which was specified in the Board's MAADs policy.  IRM, plus ability to file incremental capital -- to fund incremental capital investments for normal and expected capital, and so that is the situation we find ourselves in.

MR. SHEPHERD:  Can you go to Staff 4, please.

So Staff 4 has a list of your M-factor projects, right?  By rate zone.  Is that right?

MS. BUTANY-DESOUZA:  You will need to give me a minute to turn it up, Mr. Shepherd.

MR. SHEPHERD:  All right.  Fine.

MS. BUTANY-DESOUZA:  Yes, we have it.

MR. SHEPHERD:  So the question is, this is a list of your M-factor capital investments by rate zone, right?

MS. BUTANY-DESOUZA:  That's correct.

MR. SHEPHERD:  And so let me start by asking, so how did you decide that these ones were the M-factor and the -- and other ones were not?

Was it -- I asked this question in an interrogatory, and I didn't quite get the -- understand the answer.  Is it that these are the ones that sort of wouldn't make the cut in the lower -- in a lower budget?  This is the stuff you wouldn't do if you only had 1.14 million?

MR. WASIK:  Mr. Shepherd, I think I can help you on that.  We provided an explanation in our response to G-Staff 9, if I can take you to page 5.

MR. SHEPHERD:  Staff 9, yes.

MR. WASIK:  Starting with line 3, we talk a little bit about -- or maybe starting on page 4, on line 31, where we explained how we derived that, which projects would be considered for M-factor.

And one of the things that I think might be helpful, before I get into the details of the process we followed, is to understand that the DSP is one complete plan.

And so we first developed the DSP based on those customer needs and priorities, various internal and external drivers, so we have one big plan.

And when we looked at that particular plan, we recognized that our current rates were not sufficient to fund, and we had to go through an examination of our investments using our criteria for value to determine which particular projects would be in base and which ones would be incremental.

So what we identified in our response here is that what we tried to do is put the higher value investments into our base rates, because we felt that those are the ones that had the focus of the value, providing the amount.

But the other projects are still necessary.  We still have to complete them and we still have to do them as part of the overall plan.  It is just that we didn't have sufficient amount of funding in order to implement them.

There are some projects in the M-factors that are necessary and have to move forward.  They do provide value.  They're just not as much value as the others.

The other point that I think is going to be helpful, and I think we replied to an AMPCO response which was very helpful in terms of identifying our process, which is that during the time when we were looking at the business cases and developing our plan, when we first built our plan from the ground up, we did have about -- it's close to 1,200 business cases.

And during our optimization process we started reducing and reducing and reducing and eventually finished with about 884 projects over the five years.

So what I can tell you is that during that exercise we did have a substantial amount of projects that we made some very difficult decisions.  All of these projects had business cases.  They were of value and needed to move forward, but we recognized that we were trying to adhere to our customer's needs and priorities of maintaining reliability and keeping rates relatively stable in order to come to those difficult decisions.

So even though there are some projects in the M-factor that may not be of as much value as the ones that are in base rates, all of those projects are necessary and need to move forward.

MR. SHEPHERD:  That sort of wasn't my question, but I will come back to it a different way.

If you get $1.14 million of funding, that is the amount that is in base rate, the Board says no to your M-factor, you are not going to do these projects that are in the M-factor list in Staff 4, are you?

MR. WASIK:  That would be difficult for me to answer, Mr. Shepherd, without the full context of understanding the Board's decision.

MR. SHEPHERD:  The Board's decision is you don't get an M-factor.  That's it.  We're done.

MR. WASIK:  I don't know that.  I would have to understand the reasons and the context behind that decision.

MR. SHEPHERD:  So the reason why I ask this question is because Staff 4 implies that this is the stuff that we're going to do with your 265 million.  But if you are not, don't you have to tell the Board?  If this is not the stuff you are going to do with your $265 million?

MR. BASILIO:  This sort of scenario analysis is very difficult.  I think, you know, we would have to go back and do a reprioritization based on what we get.

I can tell you if we get nothing, that's going to be a real problem, and so we're not going to do a lot of something.  What that something is will be the subject of the thoughtful process that our engineers go through to prioritize capital needs.

MR. SHEPHERD:  So that is why I asked the question in the first place, Mr. Basilio, and the reason why I am confused, is I thought that this process that you went through was a prioritization process.  I think that is what you just said.  And that this 265 is the lowest priority stuff, still necessary, but it is not as high priority as the 1.14 million.  Is that right?

MR. WASIK:  So that's not correct, Mr. Shepherd.  Again, we have one full DSP plan, and in that plan we have business cases that have more value than others.  That's not to suggest that they have more priority to others, they just have more value.

So what we are saying is that we would have to understand the context upon which decisions and take those decisions into consideration.

But the other issue that I think is going to be helpful to identify here is that our entire plan was built on the needs and priorities that our customers told us, which is they want to maintain --


MR. SHEPHERD:  You're changing the subject.  That is not what I asked you.

MR. WASIK:  Well, Mr. -- I am trying to explain how we came up with the M-factor projects and the prioritization that we would have to undertake in light of understanding that some of this funding would not be approved.

We would have to take a look at what those customers have told us in light of what funding is available, we would have to take a look at the various different internal and external studies that we have completed to understand the needs of the system, and begin the process to understand what is possible and what needs to be done.

MR. SHEPHERD:  So this is -- I'm still confused.  I am looking at page 5 of Staff 9, which you took us to.  And it says:

"Higher value of investments are funded through base rates to the extent that such funding is available.  Where funding through base rates is not available, investments would be funded through their proposed M-factor."

So that tells me that if there is no M-factor those investments wouldn't be funded.  Am I wrong?

MR. CANANZI:  No, you are not wrong, Mr. Shepherd.  Generally, in general you are correct.  But there will be a reprioritization based on experience.

So --


MR. SHEPHERD:  Oh, sure, sure.

MR. CANANZI:  -- going forward we might have to rejuggle things.

MR. SHEPHERD:  Okay.  So then back to Staff 4, which we were originally talking about.  This has a list of -- am I right, this is 194 projects?  I saw that number somewhere.  Is that right?

MS. BUTANY-DESOUZA:  Yes.  Subject to check that's approximately correct.

MR. SHEPHERD:  And so these are the projects that are in the M-factor.  These are the ones that are funded, your CIVA tracks the costs of these projects, and if you spend less you give the money back, if you spend more then you ask for more money, right?  That is how the CIVA works?

MS. BUTANY-DESOUZA:  Yes.  Subject to -- we're only eligible, as we have set out, for a maximum of an additional $9 million over the five years, based on maximum eligible capital.

And so, in fact, I mean, that's a pretty tight collar over a five-year period.  So it is almost as if it's asymmetrical.  But that is how the CIVA works to a maximum of nine million.

MR. SHEPHERD:  Yes, I understand that, but I wasn't going to that, to whether it is symmetrical or asymmetrical. I am not worried about that.

What I am going to is that in response to Mr. Cananzi's comment, normally what you do is you look at what you need to do every quarter probably, right?

MR. CANANZI:  As frequent as required.  It could be every quarter.

MR. SHEPHERD:  And your M-factor funding says you are not going to do that, right?  Or if you do that, if you decide not to do these because they're not priority, then you lose the money.

MS. BUTANY-DESOUZA:  That is not what the M-factor says.

What the M-factor projects -- what we're seeking in the M-factor is the ability, as Mr. Cananzi has indicated, to use our good judgment, evaluate the situation, certainly annually, perhaps more frequently.  And as a result of that, some of these projects may be accelerated, meaning moved up in time, or pushed out over the five-year period.

The CIVA will true up at the end of that five-year period accordingly, related to this list of projects.

MR. SHEPHERD:  Take a look at table 1...

MS. BUTANY-DESOUZA:  Sorry, which -- oh, you're taking me back to Staff 4.

MR. SHEPHERD:  So table 1 has DeWitt voltage conversion.

MS. BUTANY-DESOUZA:  Correct.

MR. SHEPHERD:  So let's say you decide -- let's say that is going to be in year four and you decide, wait a second, we have a different station on Barton Street that we have to convert.  We didn't think we were going to have to do it until 2029, but now we have to do it today.

Then that's not interchangeable, right?  That is just not funded.

MS. BUTANY-DESOUZA:  That's correct.  We've specified the list of projects in these five tables and -- oh, six -- in these five tables by rate zone, and then obviously table 6, multiple rate zones, and that is how we've set it up.

MR. SHEPHERD:  Okay.  So then let me ask you to go through this list -- and you can do it by undertaking, go through this list and find out, if this were a straight-forward ICM application, which ones would be in it under the rules as the Board has set out in 2018 and 2019.

MR. KEIZER:  We're not prepared to do that.

MR. SHEPHERD:  Because?

MR. KEIZER:  Because that's not the application that is before the Board.

MR. SHEPHERD:  And you don't think that it would be useful to the Board to have comparative information between its existing policy and your new proposal?

MR. KEIZER:  Well, one, I don't think we should put ourselves in the position of the Board to make a decision as to what it believes will be in or out, based upon how it interpreted the ICM in the last two decisions, recognizing that those past panels don't necessarily bind this panel.

And I think that it wouldn't be reflective of what we would think the Board would do.  And it would simply just be speculation on our part as to what the Board would do.

MR. SHEPHERD:  So I will go at this a different way.  If you look at page 2, about halfway down that first table, you’ll see "facilities reno, John Street roof deck, $400,000."

I am assuming you would agree that that is not an ICM-qualified project?

[Witness panel confers]

MR. KEIZER:  I think whether you take the projects individually or whether you go through all of the tables at one time, I think it is the same situation.

MR. SHEPHERD:  Sorry, you're refusing to answer even that?

MR. KEIZER:  Well, I guess the question is are you going to go through this project by project to get to the same result that we have already refused?

MR. SHEPHERD:  I am going to go through some examples.

MR. KEIZER:  And I think the same issue applies with respect to what we think the Board may or may not have done, if this Board had before it an ICM application, which it does not have.

MR. SHEPHERD:  So you are refusing to answer that?

MR. KEIZER:  Yes.

MR. SHEPHERD:  All right.  Let me go at this another different way.

What's Deerhurst MS, municipal station, where is that?  It's the first one in table 1.

MR. WASIK:  It is in the legacy Horizon rate zone.

MR. SHEPHERD:  Yes.  Where is it?  The only Deerhurst I know is in northern Ontario.  I assume that is not yours?

MR. WASIK:  No, it's in the Hamilton area.

MR. SHEPHERD:  All right.  And can you tell us about that project?

MR. WASIK:  I can.  I can bring up the business case for it.

MR. SHEPHERD:  I don't need you to go through the evidence.  I just need a short explanation.

MR. KEIZER:  Well, not all projects may be top of mind.

MS. BUTANY-DESOUZA:  As you’ve identified, Mr. Shepherd, there’s 194 projects here.  There’s more projects in the DSP.  Mr. Wasik just needs a minute to turn up his evidence.

MR. SHEPHERD:  Which is fine.  I just don't want him to start reading the evidence.

MR. WASIK:  What specifically are you looking for, in terms of that particular project, Mr. Shepherd?

MR. SHEPHERD:  I am trying to figure out whether it would qualify for ICM.

MR. BASILIO:  Mr. Shepherd, I think I can deal with this right now.

All of the projects in that list, in our view, would qualify for ICM, based on the Board's policies.

MR. SHEPHERD:  Okay.  But you know that the Board wouldn't approve them.  In fact, you wouldn't even put them in an application.

MR. BASILIO:  I think our counsel just spoke to the notion that, you know, past Board decisions don't bind them in the future.  Certainly we found that in the 2018 decision, Board decisions don't necessarily need to align to policy.

So I don't know.  We've got an application before the Board with appropriate rationale.  That's what we're seeking approval for.  And we can go through all 194, but my statement applies to -- I think that would be a waste of time, frankly.

MR. SHEPHERD:  Okay.  So the reason I am asking this particular question -- which is, remember, my third kick at the can here -- is because I think you’ve said that if the Board does not give you an M-factor, you're going to make an ICM application, right?

MR. BASILIO:  I think what we said to the Board on presentation day is we -- you know, we think we brought forward...

MR. SHEPHERD:  It's a simple question.  I don't need a speech.

MR. BASILIO:  No, it is not a simple question.  We brought forward an M-factor application trying to align, to the extent we could, to existing Board policies to the ICM and we provided a lot of information on that.

But really, there are several objectives and I articulated them earlier; I won't do that again.

We are certainly open minded about tweaks to this through the process.  But we are looking to achieve those objectives and at the highest level, it is just and reasonable rate financing, consistent with our MAADs decision, the MAADs policy, to support the capital articulated in this application.

How we get there could go through -- you know, it could be something else, but the fallback isn't necessarily a single year ICM application.  I don't know what that looks like.

MR. SHEPHERD:  Okay.  So you didn't say in your evidence that if the M-factor is not approved, you would have to do an ICM application every year?

MS. BUTANY-DESOUZA:  We did -- we did say that.

MR. SHEPHERD:  Okay.

MS. BUTANY-DESOUZA:  But the point is that that's not the basis of this application.  This application seeks multiple years' worth of funding on an envelope basis to execute the DSP, so the going-in principle is not the ICM.

MR. SHEPHERD:  I understand that and your problem is this -- and it's not really my problem.  It is great for my argument -- is that this is your application for 2020.  If you don't provide evidence as to what qualifies for ICM, then you get zero, and you can't come back and file another application for 2020.  You did it.  So you would miss a year.

I am inviting you to tell us which of these qualify for ICM and why, so that that is your fallback.  If you don't want to do that, that's fine.

MR. BASILIO:  Well, Mr. Shepherd, I am surprised that you would make that level of presumption on behalf of the Energy Board.  I see a wide range of possibilities, in terms of what they could approve here.

I mean, you know, I think the Board has been quite innovative in the past in terms of how it approaches applications and renders decisions.

So I certainly don't make that presumption.  I think the Board will recognize the seriousness of the application, the urgency of the projects, and will have better judgment than just to give a zero and make us come back and delay these things, what could be the better part of another eight to 12 months.

MR. SHEPHERD:  Okay.  Then the last question I have on that Staff 4 is in Table 6, which is on page 7 of that IR response.  And this is a list of projects that apply across the whole company.  And they all look, to me, like integration things.  These are things you are doing to integrate all of your rate zones, the work in all of your rate zones.

I wonder if you could sort of help us understand, just maybe for the first four, how they are not transition costs.  If you want to do it by undertaking, you can as well.

MS. BUTANY-DESOUZA:  No.  Just give us a minute.

MR. CANANZI:  Mr. Shepherd, I can help with that.  I will take the first one, which is a CC&B upgrade, which is an upgrade to our billing system.  CC&B is an Oracle product.  We just integrated that --


MR. SHEPHERD:  Sorry, did you say building or billing?

MR. CANANZI:  Billing.

MR. SHEPHERD:  Billing.

MR. CANANZI:  A billing system.  And so we concluded the integration of that system back in 2018.  So it's performing very well, I might add.

But what -- that is based on a 2015 implementation system.  So that was the PowerStream billing system that they had acquired and installed back in 2015.  So by 2021/2022 in the normal course we would be replacing or upgrading that system to continue to have support for that system.  And that is scheduled to be done in 2021/2022.

MR. SHEPHERD:  And that's the reason I asked the question, is that I would have thought that in the normal course, if you have to migrate everybody to one system anyway, that that's the time you do an upgrade.  It's the easiest time to do it, right?

MR. CANANZI:  Well, no.  It's not.  I mean, there was a significant amount of complexity in terms of bringing four billing platforms together.  We looked at trying to do it as expeditiously as possible to bring everybody on to the one platform and reduce risk and reduce complexity.

We don't want to trivialize the difficulties of the complexities of the billing system, but we tried to -- we had a known solution, a known platform, that was installed on the PowerStream system, and we migrated all of the other three companies on to that platform.

MR. SHEPHERD:  So then those other three companies had to -- are going to have to adjust twice?  They're going to have to adjust to the PowerStream system, the 2015 one, and then they're going to have to transition to a new one or an upgraded one in 2021?

MR. CANANZI:  Yeah.  Those other companies don't exist any longer, so we're all under one platform now, so we will be upgrading all together on to the one platform.

So it's effectively -- you know, this is the IT cycle that goes through, so these large systems, they, you know, after so many years they just aren't supported any more, and if we want to continue to have Oracle support our billing system, which we do, which we think there is a tremendous amount of value in having that, then we need to continue to upgrade the system after every so many five, six, seven years, and we think that is very appropriate.

MR. SHEPHERD:  Okay.  So now workforce management.  Is that also something that is new?

MR. CANANZI:  That is new.  That is a productivity enhancement.  So we are looking at putting in place a system to be able to drive productivity through work-order systems.

MR. SHEPHERD:  And wasn't that -- wasn't there workforce management already in place in one of the utilities?  I'm thinking PowerStream, maybe?

MR. CANANZI:  I think that in each of the utilities there was a varying degree of some workforce management. I wouldn't say that there was a complete solution in any one of the utilities, legacy utilities.  So this is one that is -- you know, encompasses a very broad scope and we believe is going to be something that is required in terms of our ongoing continuous -- showing and demonstrating ongoing continuous improvement in productivity.

MR. SHEPHERD:  The workforce automation systems that the legacy utilities had, they're still in place right know.  You haven't replaced them yet?

MR. CANANZI:  I can't say that for certain.  I think in some instances, if they were tied, for instance, to the billing system, they would have been unplugged as a result of the billing system, new billing system and those processes not linking to perhaps work orders that would have been generated through our billing platform.  So those kind of things.

MR. SHEPHERD:  My question is really, this project is going to be the first time you have an integrated workforce management system where all the five utilities' systems come together?

MR. CANANZI:  No.  I would say that this is the first time that we'll have a proper workforce management software system that I don't believe any of the former legacy systems had.

MR. SHEPHERD:  But you said they each have part -- parts of it, right?

MR. CANANZI:  Yes.  I mean, bits and pieces don't constitute a workforce management system in the way we're envisioning this.  This is a real -- this is sort of -- we're breaking new ground on this for our -- in terms of the way we're going to operate, and we're targeting this for improvements and for productivity.

MR. SHEPHERD:  But they had, for example -- and again, I am just going by memory.  Didn't power PowerStream have automated scheduling, for example?

MR. CANANZI:  I don't recall that.  I don't recall whether -- I'm sorry, I can't answer that.  I --


MR. SHEPHERD:  Horizon did, right?  As part of your ERP?

MR. CANANZI:  Horizon had a system that dealt with meter changeouts, for instance.  This is -- so a very narrow part of our business.  Not a complete work-order management process.

MR. SHEPHERD:  But you didn't have anybody in Horizon or in PowerStream or Enersource with laptops in their trucks?  Because I thought you did, so that is why I am asking.

MR. CANANZI:  I think that most trucks these days have laptops, in the sense that they utilize that for maps and geographic information and that kind of stuff.

MR. SHEPHERD:  And scheduling and being able to access the files.

MR. CANANZI:  No.  I would not say that it includes scheduling and accessing inventory and all of that, no, it is not an integrated system.  Absolutely not.

MR. SHEPHERD:  Anyway, all of those things that they could access on the laptops on the trucks, that's all going to be replaced by this new system, right?

MR. CANANZI:  No.  Not necessarily.  Those things have not been -- for instance, those are continuing on now, today.

MR. SHEPHERD:  All right.  And then Alectra Drive at Home, what is that?

MR. CANANZI:  The Alectra Drive at Home, I will turn that over to Neetika on our panel to talk about that.

MR. SHEPHERD:  I asked that question on purpose so you would have a chance.

MR. SATHE:  So this is [microphone not activated]


Alectra Drive at Home is an integration project.  This has -- this is business as usual, to understand and build capabilities on how to integrate electric vehicles when they come in large numbers in our service territory and how to -- not only to manage this incremental load but also to see how we can harness value from electric vehicles back to the grid.

MR. SHEPHERD:  Okay.  I didn't realize that.  This is an electric vehicle project.

MR. SATHE:  That's correct.

MR. SHEPHERD:  Oh, so it is brand-new?

MR. SATHE:  That's correct.

MR. SHEPHERD:  Okay.  And then blockchain I assume is also something you didn't have before?

MR. SATHE:  We did not have this before.  This is again a distributed energy resource integration project.  We are using blockchain technology in order to manage -- to integrate distributed energy resources when they come in large numbers in future years.

MR. SHEPHERD:  I have to say, Mr. Cananzi, I suppose, that those three -- the CCNB upgrade I am not sure about.  But those three projects, work force management, drive at home and block chain, all seem to qualify for ICM.  I am not sure I understand why you won't tell us that.

MR. CANANZI:  I think we have said that all of the projects that we’ve listed in all of the tables qualify under ICM, as we define ICM to be.

MR. SHEPHERD:  So, like fans and bucket trucks, okay.  This is probably a good time to break for lunch.

MR. MURRAY:  Yes.  Why don't we come back at 1:50.
--- Luncheon recess taken at 12:45 p.m.
--- On resuming at 1:57 p.m.

MR. MURRAY:  Welcome back to the technical conference, Mr. Shepherd.  If you would like to continue with your questions.


MR. SHEPHERD:  So I have strict instructions that I have 20 minutes, on pain of death.


MR. GARNER:  By all means, go after 20 minutes.


MR. KEIZER:  Take your time.


[Laughter]


MR. SHEPHERD:  So I want to start with --


MS. BUTANY-DESOUZA:  Sorry.


MR. SHEPHERD:  It's not that funny.


MS. BUTANY-DESOUZA:  It was, actually.


[Laughter]


MR. SHEPHERD:  Staff 69, please.


MR. BRETT:  I can't hear you.


MR. SHEPHERD:  Can you hear me now?


MR. BRETT:  Yes.


MR. SHEPHERD:  Okay.  We're waiting for them to find Staff 69.


MR. BRETT:  Okay.


MS. BUTANY-DESOUZA:  We have it.


MR. SHEPHERD:  All right.  So there's a table here from your evidence of SAIDI and SAIFI.  You see that, right?


MR. WASIK:  Yes.


MR. SHEPHERD:  Okay.  So you have a line for gross SAIDI, and then you have a line excluding major event days ad a line excluding loss of service and then a line excluding both of them, right?


MR. WASIK:  Correct.


MR. SHEPHERD:  And major event days are sort of not really within your control, right?


MR. WASIK:  That's correct.


MR. SHEPHERD:  And similarly with loss of service?


MR. WASIK:  To some extent, Mr. Shepherd, we believe that there are some solutions we can put in place to mitigate the impacts of loss of supply service on our customers.


MR. SHEPHERD:  But generally speaking, loss of supply is generally treated as a cause external to the distributor.  You can make it better a little bit, but it's not something that you cause?


MR. WASIK:  I would agree with you, Mr. Shepherd.  It's not something that we would have caused, but it is something that we believe that we can help, and then we have put in place plans to be able to address and restore customers as a result of loss of supply outages.


MR. SHEPHERD:  So now I have two questions about this table.  In your response to the interrogatory you talk about the increases in -- or the deterioration of your reliability.


And I looked at the SAIDI, excluding major event days and loss of supply, and I thought, well, no, that actually the trend there is not upwards.  The trend is about flat.


And similarly in SAIFI, excluding major event days and loss of supply, that also appears to be relatively flat.  Isn't that correct?


MR. WASIK:  Do you have a reference of that graph that you mention --


MR. SHEPHERD:  No.  I am just looking at it.  You haven't put that graph in, so that's why I asked, because I am looking at the line 121, 123, 109, 111, 133.  That does not sound like a growing problem.  That sounds like it goes up and down a little bit every year.


MR. WASIK:  Well, I think, Mr. Shepherd, you can see that, you know, specifically looking at the SAIFI you're seeing 109, 111, 133, you're seeing that it is increasing from 2016 to 2018.


MR. SHEPHERD:  But from 2014 to 2016 it went down.


MR. WASIK:  Yes.  So there are some reductions in 2014 and 2015, but the trend that we're seeing from, '16, '17, '18 is on the way up.  In fact, you will note that 2018 was one of the highest years.


MR. SHEPHERD:  Okay.  So do you have the data for 2010 to 2013?


MR. WASIK:  No.  We were searching for that specific data, but as we mentioned in our previous responses, Alectra was only formed in 2017.  And so to consolidate that particular data was not available within the data in the systems.


MR. SHEPHERD:  Well, 2014-2016 you were also not together, but you still managed to do those ones.


MR. WASIK:  That's correct.  So we were able to extract data from those particular years, but not going further back from the existing systems.


MR. SHEPHERD:  And why is that?


MR. WASIK:  There's a level of retention of data that we had in our systems that we were able to extract and derive from, and it was very difficult to find the data prior to that.


MR. SHEPHERD:  This is data that you report to the Board.  So it's actually -- it's actually data that the Board has.


MR. WASIK:  We're talking about aggregating the data for Alectra.


MR. SHEPHERD:  Yes.  So you have the PowerStream SAIDI, and in fact, I can look it up.  And you have the Enersource SAIDI for 2010 to 2013.  Why can't you put them together?


MR. WASIK:  We can provide the predecessor utility information back, but from an aggregate standpoint to bring them all together under a consolidated amount, that would be very difficult for us to provide.


MR. SHEPHERD:  Okay.  Well, what's the formula you use to do that?  Is it a weighted average?


MR. WASIK:  No.


MR. SHEPHERD:  What is it then?


MR. WASIK:  We would add up the customer minutes.


MR. SHEPHERD:  Okay.  So you have all of the data for that, for 2016 -- 2014 to 2016?


MR. WASIK:  That's correct.


MR. SHEPHERD:  Can you show us the calculations then for those years?


MR. WASIK:  You're asking for the breakout of those particular reliability --


MR. SHEPHERD:  I am asking how you got to these numbers.


MR. WASIK:  Sure.


MR. SHEPHERD:  It's a spreadsheet, right?


MR. WASIK:  Yes.


MR. SHEPHERD:  Can you file it, please?


MR. KEIZER:  Sorry, for '14 through '16?


MR. SHEPHERD:  Yes.


MR. MURRAY:  That will be Undertaking JT1.2.
UNDERTAKING NO. JT1.2:  TO FILE THE SPREADSHEET OF CALCULATIONS FOR 2014 THROUGH 2016 THAT BACKS UP TABLES 5.2.3-5 AND 5.2.3-7.


MR. SHEPHERD:  Because then we will just go to the yearbooks and we will insert into your spreadsheet the data from the yearbooks.


MR. WASIK:  I'm sorry, Mr. Shepherd.  Can you repeat what you just asked me?


MR. SHEPHERD:  I said I want the spreadsheet that backs up this table.


MR. WASIK:  That's not a problem.  We can provide that for you, Mr. Shepherd.


MR. KEIZER:  But my understanding was that they derive the numbers based on customer minutes, that previous to the 2014 they didn't have the customer minutes.  So I am not sure it is as easy to take the spreadsheet and populate the numbers --


MR. SHEPHERD:  Because they report the customer minutes to the Board, right, and the Board reports them publicly.


MR. WASIK:  Yes, so just so I am clear, Mr. Shepherd, we're going to provide you the data that backs up the specific numbers as pertains to the Tables 5.2.3-5 and 5.2.3-7 for you.


MR. SHEPHERD:  That's right.  You're going to provide us not just the data, the spreadsheet that does the calculation.


MR. WASIK:  Yeah, we can provide that for you.


MR. SHEPHERD:  Awesome.  Thank you.


Then the second thing about this is, I went to the yearbooks to see -- I was actually trying to figure out whether I could do the longer-term trend myself, and what I found was that these numbers that you're reporting here are not the same as the ones in the yearbook.  Do you know why that would be?  So for example, for SAIFI, excluding major event days and loss of supply for 2018, you report 1.33 and the yearbook reports 1.37.  And they're all just a little bit different.  Why would that be?


MR. WASIK:  Subject to check, Mr. Shepherd, with respect to your number, but these numbers include Guelph.


MR. SHEPHERD:  Okay.


MR. WASIK:  So that would account for a difference in what we've reported on the scorecard, because Guelph only came into Alectra as of January 2018 -- 2019, my apologies.  2019.


MR. SHEPHERD:  2019.  So then -- oh, okay.  So then in your undertaking can you make sure you cover all five years, not just the first three, because clearly you had to manually incorporate Guelph in 2017 and 2018, right?


MR. WASIK:  Correct.  The spreadsheet with the calculations will include Guelph's numbers as well, and those are the ones that would account for the difference between what's on the OEB scorecard for Alectra.


MR. SHEPHERD:  Okay.  Then the next thing I want to ask you about is on page 5 of that interrogatory response.  And this is not the first time I bumped into it, but it is the -- it's where I made the note to ask this question.


Can you translate Alectra central into rate zone?


MR. WASIK:  Mr. Shepherd, Alectra central south refers to the Mississauga rate zone, which is the predecessor Enersource, and the Alectra central north represents the Brampton rate zone, or the legacy Brampton Hydro.


MR. SHEPHERD:  Okay.  And Alectra west?


MR. WASIK:  That represents the legacy Horizon rate zone.


MR. SHEPHERD:  And east?


MR. WASIK:  That represents the Alectra -- excuse me, the predecessor PowerStream rate zone.


MR. SHEPHERD:  And southwest?


MR. WASIK:  That would be the legacy Guelph.


MR. SHEPHERD:  Okay.  And they're identical otherwise, right?


MR. WASIK:  I'm not sure if I understand "identical".


MR. SHEPHERD:  You have used different terms here.


MR. WASIK:  That's correct.


MR. SHEPHERD:  But those terms equal the rate zones?


MR. WASIK:  That's correct.

MR. SHEPHERD:  Okay, excellent.  And then I want you, if you could, to go to Staff 71.

MR. WASIK:  I'm with you, Mr. Shepherd.

MR. SHEPHERD:  Table 3 on page 2 shows a number of cost metrics, and I guess -- or I will ask you a couple of questions about this.

First of all, O&M per customer appears to be flat in table 3 and lower than in table 2, the past four years.  Right?

MR. WASIK:  If you're referring to the previous four years from 2014 to --


MR. SHEPHERD:  2018, yes.

MR. WASIK:  Well, 2018, it says $91, which is lower than what the 2019 number is.  But generally speaking, yes, it is relatively flat and being maintained at that $96 to $98 range.

MR. SHEPHERD:  And do these figures, these assume -- they don't include synergies, right?

MR. WASIK:  That is correct.  These are -- they do not include synergies.

MR. SHEPHERD:  So for example, your O&M per customer, you're expecting it will be relatively flat for the next five years.  And so you will get inflation increases from PCI, but you won't need them for O&M because your O&M is going to be flat.

And in fact, your O&M will even be lower because of synergies, right?

MR. WASIK:  I can just comment on the operating and maintenance costs that we're attempting to keep level throughout the planning period of the DSP.

I can't provide comment with respect to the impacts of the synergies.

MR. SHEPHERD:  But the synergies would make those numbers lower, right?

[Witness panel confers]

MR. WASIK:  Not necessarily, Mr. Shepherd.

MR. SHEPHERD:  Sorry, you have synergies that increase costs, because I didn't see any in your forecast of synergies.

MR. CANANZI:  So these costs directly relate to operating and maintenance.  They don't include administration costs, and the bulk of the synergies that were experienced are in administrative costs.

MR. SHEPHERD:  All right.  So then I am looking at the capex per customer line, and you see that in the period 2014-2018 it has a big year in 2015, but generally it is ramping up.

But then it has a big jump in 2019, stays there in 2020, and then goes down.  That seems like an odd pattern.  Can you explain?

[Witness panel confers]

MR. WASIK:  Without examining the background of the numbers and taking into account the footnote and looking at that, I would not be able to confirm that for you, Mr. Shepherd.

MR. SHEPHERD:  I didn't ask you to confirm it because the numbers are the numbers.

I asked you to explain it.  You can't explain it?

MR. WASIK:  Without looking at the background of the numbers, I wouldn't be able to explain it for you right now, Mr. Shepherd.

MR. SHEPHERD:  Okay.  So can you undertake to provide that?

MR. WASIK:  Yes, I can undertake to provide that for you.

MR. MURRAY:  That will be undertaking JT1.3.
UNDERTAKING NO. JT1.3:  TO PROVIDE THE BASIS FOR THE CHANGES IN CAPEX PER CUSTOMER BETWEEN 2014 AND 2020


MR. SHEPHERD:  As part of the same undertaking, could you also explain the pattern of total cost per customer.  I expect the explanation will be the same explanation, but I just want to make sure that it's not something different.  So can you include that in the undertaking?

MR. WASIK:  We can.

MR. SHEPHERD:  And then finally on these unit cost metrics, you had an anomaly in 2015; your total cost per customer was really high.

Is there some particular event that caused it to be very high?  Because the trends seem to be fairly regular, except for that.

MR. WASIK:  So, Mr. Shepherd, we would have to examine that particular year and provide you an explanation.

MR. SHEPHERD:  Okay.  That should probably be a separate undertaking.

MR. MURRAY:  That will be undertaking JT1.4.
UNDERTAKING NO. JT1.4:  TO EXPLAIN THE PATTERN OF COSTS IN TOTAL COSTS PER CUSTOMER IN 2015

MR. SHEPHERD:  I am not looking for a detailed breakdown of spending.  I am just looking for, you know, that was the year we had an ice storm, or something like that.

MR. WASIK:  Yes.

MS. BUTANY-DESOUZA:  Before we leave that, can I just get back to JT1.4.  What is it that you captured, Mr. Murray, that we're providing?

MR. SHEPHERD:  It's CAPEX and total cost.  Both went up substantially in 2015 and then down in 2016.

MS. BUTANY-DESOUZA:  Right.  So weren't those combined in JT1.3, or did you assign them JT1.4 separately for total cost per customer.

MR. SHEPHERD:  In JT1.3, I asked about the pattern over the entire -- what is it -- 11-year period.  And in JT1.4, I am asking just about that particular anomaly in 2015.

MS. BUTANY-DESOUZA:  Related to CAPEX per customer or total cost?

MR. SHEPHERD:  Both.

MS. BUTANY-DESOUZA:  Okay.

MR. SHEPHERD:  They're probably the same thing, and it's probably something like an ice storm, or a massive expansion of the transit system, or something like that.

MS. BUTANY-DESOUZA:  I just wanted to clarify.  Thank you.

MR. SHEPHERD:  Thank you.  Then my last couple of questions will be on KT1.1.  So KT1.1 is the one that Staff prepared.  Have you had a chance to look at this?

MS. BUTANY-DESOUZA:  No, we have not.

MR. SHEPHERD:  Have you seen a live version of it?

MS. BUTANY-DESOUZA:  No, and no.

MR. SHEPHERD:  Then probably what I should do -- you are going to send them a live spreadsheet of this, right?

MR. MURRAY:  Yes, Staff can do that.

MR. SHEPHERD:  So probably what I am going to do is when Staff asks questions about this, I will ask my questions at the same time.

And with that, I am done.

MR. MURRAY:  Mr. McGillivray?
Examination by Mr. McGillivray:


MR. McGILLIVRAY:  Thank you.  And good afternoon, panel.  My name is Jonathan McGillivray.  I am counsel for the Distributed Resource Coalition in this proceeding, along with Lisa DeMarco, who is not here today but will be in and out.

I just have a series of questions, clarifying questions arising out of your responses to interrogatories 2 DRC, and they relate primarily to load forecast, fleet renewal, reliability, customer connections, and the DER integration program.

I will start with DRC 2, if we could bring that up.  In part (b) of this interrogatory, we provided this chart format and we asked for an assessment of the impacts on loads and demands of your estimate of EVs and distributed generation in each of those five years.

You provided a table in part B of your response, and
I have some questions about the assumptions underlying -- I guess it is rows one and three of this table, that I am hoping you can provide some additional background on.

My first question is on row 1, the EVs in numbers from 2020-2024. And I think that these numbers might be based on a 5 percent estimate of new passenger vehicles that will be electric by 2020 in Ontario and Alectra Utilities' assumption -- or I guess assumption might be the right word -- that Alectra Utilities' share of Ontario's EV fleet was estimated to be 25 percent, one-quarter -- that is in your response to part C, paragraph Roman I.

Can you confirm that?  Is that where those numbers come from?

MS. SATHE:  That's correct.

MR. McGILLIVRAY:  That's correct?  Thank you.  And then in the third row we have the kilowatts during the on-peak period, and then there is an asterisk that says "assuming 25 percent of vehicles are charging at peak times".

Can you elaborate on where that 20 percent number came from and what analysis it is based on?

MS. SATHE:  So this is based on the assumption that not all electric vehicles will charge on-peak, and the assumption is that 20 percent of the EVs in Alectra's service territory will be charging during peak time.

MR. McGILLIVRAY:  So is that based on observation or analysis or is it just a benchmark that you have chosen for the time being?

MS. SATHE:  This is a planning assumption.

MR. McGILLIVRAY:  Planning assumption?  Okay.

So can I ask more generally about, I guess, both rows in this table that I have referred to so far.  Was there any consideration in this table as to the impact of electrification of public transit through 2024, including battery-electric buses and that kind of thing, or are we looking at passenger vehicles only here?

MS. SATHE:  These are passenger vehicles only.

MR. McGILLIVRAY:  Okay.  So there would be more on top of this if we were to include battery-electric buses and that sort of thing?

MS. SATHE:  That's correct.

MR. McGILLIVRAY:  Do you have any additional forecasts on those sorts of electric vehicles that exist?

MS. SATHE:  We don't have a forecast in hand, but there are studies undergoing that are work-in-progress in understanding what would be the load impact of converting ICE buses to electric buses.

MR. McGILLIVRAY:  Okay.  So those studies are underway, and I don't suppose that there are any final reports --


MS. SATHE:  That's correct.

MR. McGILLIVRAY:  -- or reports that you would be willing to provide?

MS. SATHE:  That's correct.

MR. McGILLIVRAY:  Okay.  If we could move to page 3 of that interrogatory response.

Toward the end of the response you said:

"When Alectra Utilities updates its non-coincident load forecast the assumptions for EV adoption will be updated to reflect the current best available information."

And I guess that might also mean taking into account what it says in the environment plan, which is different from what it might -- it may be different from what it says in the 2016 Climate Change Action Plan.

Can you provide a time line for when that next load forecast is slated to be coming up?

[Witness panel confers]

MR. WASIK:  At the time of our next planning cycle we will then go and evaluate the most recent and up-to-date information on various different drivers for demand, including electric vehicle implementation and will incorporate those projections at that particular time.  It is typically done on an annual basis as we review our non-coincidental peak demand forecast for system planning purposes.

MR. McGILLIVRAY:  So in other words, this is based on the last annual, and the next annual will include these updated assumptions; is that right?

MR. WASIK:  That's correct.  So in the next planning cycle we will update actuals for this year and incorporate the most up-to-date revised projections that are known at the time of that planning cycle.

MR. McGILLIVRAY:  Okay, thank you.

Just a little bit further down on that page, and I think it is actually already on the screen, Table 2, the capital costs for 2020 to 2024.  And we, I think, had asked about the estimated total capital expenditures and operating expenditures regarding EV charging infrastructure that Alectra has included in the application.

And you provided this table, which I think arises out of Appendix A-12 in the DSP.  And I am wondering if you could elaborate on what this cap ex is for, what are these dollars being spent on in each of the years between 2020 and 2024, totalling that $3.54 million number.

MS. SATHE:  So these are -- the capital expenditure of 3.54 million is towards electric vehicle integration projects in order to build capability expertise in understanding how to safely integrate electric vehicles into our distribution grid in a way that customers can get the benefit of their choice of clean transportation.

At the same time, those customers who are not driving electric are not harmed because of this additional incremental load.

So this includes software integration, managed charging solutions, to be tried, tested out on workplaces, facilities, as well as residential homes and also multi-unit high-rise buildings.

MR. McGILLIVRAY:  Okay, thank you.  And am I right to assume that that 3.54 number is coming out of the lines capacity summary?

MS. SATHE:  That's correct.

MR. McGILLIVRAY:  All right.  And does it also include the Drive -- I may have the name wrong -- the Drive at Home?

MS. SATHE:  Absolutely, that's correct.

MR. McGILLIVRAY:  So that is part of it, but not necessarily all of it?

MS. SATHE:  Correct.

MR. McGILLIVRAY:  Thank you.  And then one more question on this interrogatory response.  We asked in the last part, I guess part C and then sub-part VI, Roman VI, what capital expenditure is available -- sorry, what capital expenditure funding, federal, provincial, or otherwise, is available to Alectra specific to electric vehicles and DERs, and you provided three examples that you stated at the -- I guess at line 25 you are aware of.  You are aware of those three programs:  The zero emission vehicle infrastructure program offered by NRCan, the electric vehicle infrastructure demonstration program sponsored by NRCan, and two funds, the smart grid fund and the IESO grid innovation fund.

Is Alectra making use of any of those funds right now or planning to make use of them?

MS. SATHE:  So we have in the past had projects under IESO grid innovation fund, smart grid fund, as well as NRCan smart grid fund.  Currently looking forward into the time period of 2020 to 2024 we don't have any funding finalized or assigned for any of these, and it's difficult to sit right now and forecast what, depending on the election, the result, the forthcoming programs, it's -- we have to -- we will -- if there is opportunity we will apply, but right now, sitting right now, there is no visibility into what those programs will be for 2020 to the year 2024.

MR. McGILLIVRAY:  Okay, thank you.

If we can move on to DRC 4, which is on fleet renewal.  In part D of that interrogatory we asked for calculations and working papers supporting Alectra's statement that it will realize efficiency savings in part via utilization of hybrid and electric vehicles.  That is a reference to table A-19-5, which we may want to go to.

But first, maybe it is better to look at your response.  In part D, you said:
"Alectra Utilities has not identified any efficiencies as a result of utilizing hybrids or electric vehicles for the planned 2020-2024 vehicle replacements."


But if we were to go to that table in the DSP A-19-5, which I think is on page 7, it indicates that there is a possibility of efficiency savings, at least in part.  You may have just -- it may be right there, it looks like in that last row:
"Replacement of assets, electricity utilities can realize efficiency savings in several ways..."


Right at the bottom of that second bullet, "along with utilization of hybrid and electric vehicles and other reduction technologies," and reduction in fuel costs is also there.

So my question is, what analysis is that statement on page 7 there, I guess that second bullet, based on?

MR. WASIK:  What our response to part D of DRC 4 reflects is that at the time of selecting vehicle replacements, Alectra will consider a multitude of pieces of information to evaluate the benefits.

And at that time, it will take into consideration those investment benefits as identified in table A-19-5, including customer value, reliability, safety, environment and efficiency.

So as you can see from that particular table, there are criteria in our evaluation of purchasing vehicles where we do consider the impact on the environment.  And you can see in that particular reasoning and investment benefits, those matters are considered in addition to efficiency which identify those particular potential benefits of electric vehicles.  And those are considered with due process during the time of evaluating vehicle replacements.

MR. McGILLIVRAY:  So can I take it from that that you would accept, as a general principle that there may be efficiency savings from utilizing hybrids or electric vehicles?

MR. WASIK:  I would not be able to speculate without seeing the full proposal of the vehicle costs and replacements.  And then, at that time, we will complete that analysis and it is done using the criteria we've identified in table A-19-5.

MR. McGILLIVRAY:  Okay.  I guess I can probably skip my last question, if we can confirm that one of those criteria is potential fuel cost savings.

MR. WASIK:  I think you see that, that there is -- the second bullet in the efficiency table where it says specifically "via reduction in fuel costs".

MR. McGILLIVRAY:  Sure, thank you.  If we could go to DRC 5.  We had asked some specific questions on impacts on SAIDI and SAIFI and reliability generally, and you provided a helpful response.  And it is possible that our question was a bit too specific.

So my broader question would be, very generally, is it possible that DERs and electric vehicles could have the effect of improving SAIDI and SAIFI, and reliability generally?

I understand from your response that the purpose of the DER integration investment is to evaluate the potential positive impacts, as well as the potential risks.  So I am just trying to get at those, and your take on what those -- whether those exist and what they might be.

I understand that the investment is ongoing.

[Witness panel confers]

MR. WASIK:  So as you identified, the reason we are examining these particular emerging technologies is to evaluate those impacts.  So it would not be possible for us, without completing those studies, to respond and tell you.  So at this point, we do not know.  That is why we're examining these technologies and their impacts and potential benefits.

MR. McGILLIVRAY:  Okay, thank you.  My next question is on DRC 6.  And we had asked you to expand a particular table from appendix A 2.  It is table 6 in that appendix.

We asked you to add a couple of extra columns, and one of those was a column explaining the nature of customer connections that are required for each of the projects that are listed.

You did add those columns and my questions are around the column that is on the far right, the nature of customer connections, because we had asked about type, size, quantity and cost, those sort of things.

I am wondering if you could explain -- I think there is only a few different categories of what the nature of customer connections are.  It is either transaction powered substation, LRT stops and LRT signalling, or it is transit stops along route, or transit signalling along route.

I am wondering if you could just provide some additional colour or background information on what those are, and what they mean in terms of the nature of the customer connection.

[Witness panel confers]

MR. WASIK:  So for these future projects, as we've identified, the nature of the customer connections is the scope of work that Alectra anticipates to be involved in to facilitate and enable these particular transit projects.

We have identified, to the best of our ability, based on discussions with the transit agencies, in terms of what our involvement will be in terms of facilitating those and those are the ones that have been identified.

So I don't have any additional information to provide with respect to the signalling and the stops.  Those are all demands from the transit agencies that are being asked of us to facilitate and support connections of.

MR. McGILLIVRAY:  Is it possible for you to explain the difference between the nature of that customer connection for -- I guess it's the Hamilton LRT, and then there is the same one for the Huron Ontario Main LRT versus the three at the bottom, the Brampton, Queen Street, the Dundas Street.

It seems like there is a distinction to be made between what it says in the column for those first two, and what it says in the cell, I guess, for the last three.

MR. WASIK:  So these are separate and distinct transit projects.  The light rail transit projects are within the corridors that Alectra supports. And so there are elements of providing supplies to those particular transits.

The specific GO train electrification projects, as we have identified, are more in terms of providing the transit stops and the signalling along the route as it moves through Alectra Utilities' service territory.

So the simple separation for us is that the Hamilton LRT and the Huron Ontario main LRT is all within Alectra's service territory, whereas the GO transit electrification goes through Alectra's service territory.  So there would be a different application of our connections for that.

MR. McGILLIVRAY:  Okay, thank you.  If we could go to DRC 7, in response to part C, you said:
"During the 2014-2018 period and the year-to-date 2019, Alectra Utilities and predecessor utilities did not track or report on the number of new or upgraded connections necessary to accommodate EV charger connections."


I am wondering if you could explain why you didn't track or report on those, and discuss any barriers that existed to tracking and reporting on those upgraded connections.

MR. WASIK:  So I could provide some context here.  There is no requirement for customers to report to us, in terms of what their service is going to be used for, nor is there a requirement for us to ask what that service is.

In addition to that, you know, there is an experience where customers may put in the infrastructure, not necessarily use it.  So there is many elements where there's unknowns.

What we can do is we do provide and enable a customer, should they wish to upgrade their service to facilitate additional demand that electric vehicle charging would require, and we support them in making sure that that is available for them.

MR. McGILLIVRAY:  Thank you.  And I guess my question is, moving forward, are there new initiatives to try to better track and report?  It seems like you have a better sense of what will be happening in the 2020 to 2024 period, or forecast, at least, which is the next part of that response.

I am wondering if there is additional tracking and reporting efforts that are -- that you are hoping to implement or in the progress -- process of implementing.

MR. WASIK:  So as my colleague identified, we do have several investments that we're considering to integrate electric vehicles.  As we're examining the benefits or implications of those particular emerging technologies, we will evaluate the needs and the requirements for us to understand that information and collect it accordingly.

MR. McGILLIVRAY:  All right.  And finally, on part F of that question we asked about whether you would consider the Distribution System Plan and grid emissions or rate impacts of offering extremely low-cost electricity distribution charges during the lowest peak period, i.e., overnight, for electric vehicle charging.

And you indicated that this has not been considered in the development of the DSP, and I am wondering if you could explain that and confirm whether it has been considered elsewhere.

MS. BUTANY-DESOUZA:  Perhaps I can help with this.  The potential for customers to charge at the lowest peak period that is overnight for EV, I mean, obviously that seems the attractive outcome for customers.

As you are aware, Alectra Utilities is not in control of what the regulated price plan and changes in price plan structures are.  That's central to the function of the OEB.

And so for this distribution plan period we can only go off of the rates and the rate structures that currently exist.  Certainly there are pilots underway, conducted by or undertaken by the OEB.  But as such we haven't integrated anything into the DSP over this period because we can't speculate that outcome.

MR. McGILLIVRAY:  Okay, thank you.

I think I just have one final question, and I think it is probably a simple one.  It goes to DRC 8, part D, where we asked you to explain how the DER integration investment will support Alectra's capacity to respond to, manage, and benefit from what you call the exponential growth in EV adoption.

And then I think the best place to go to is the top of page 4 in your response, where you have a description of the DER integration investment, which is consistent with projects.

And then under the first one, Alectra Utilities DER control platform, there's a bit of a description there on what it will enable.

And I am wondering if you can speak to whether or not the way that program handles DERs, whether or not there's a role for electric vehicles as DERs in that DER control platform project.

MS. SATHE:  That's correct.  I got it.  Yes, that is correct.  Electric vehicles are included in distributed energy resources categorization while we work on the DER integration platform.

MR. McGILLIVRAY:  So some of those things that the DER controlled platform will enable will be linked to electric vehicles.  We don't have to go through them on a point-by-point basis, but generally speaking they will?

MS. SATHE:  Correct.

MR. McGILLIVRAY:  Thank you.  Those are my questions.

MR. MURRAY:  Thank you, Mr. McGillivray.

Now I will turn it over to OEB Staff.  Mr. Ritchie.

MS. BUTANY-DESOUZA:  We're ready.
Examination by Mr. Ritchie:

MR. RITCHIE:  Okay, thank you.  Good afternoon.

I just have a few areas of questioning.  First off, I want to seek some clarification on the capital investment variance account proposal.  And basically, it is looking back both at the evidence where you have proposed this capital investment variance account and, as I understand it, it is proposed to track on a cumulative basis over the five-year period the revenue requirement associated with differences between the capital underspends and overspends for the capital that would be covered by the M-factor and then in the response to OEB Staff number 9 or G-Staff 9 that it would be capped at $9.3 million as a potential further recovery when the balance is disposed after the deferred rebasing period.  Is that an accurate summary?

MS. BUTANY-DESOUZA:  That is correct.

MR. RITCHIE:  Okay.  And you have called this one a capital investment variance account.  And I am just wondering, because in Hydro One Networks they have something which I think is somewhat similar.

Now, they call it a capital in-service additions variance account.  And so that the entries would be related to in-service additions for the year and not include capital expenditures.

And when I was looking at the evidence and at the IR responses, I am just not clear as to whether your entries in the CIVA are for in-service additions or to the cap ex that would be in each year under the M-factor.

MS. BUTANY-DESOUZA:  You're correct, it is for in-service additions.

MR. RITCHIE:  Okay, thank you.  I will now move on, and there was a discussion, I guess, around the noontime today that was with Mr. Shepherd, and it was about the flexibility and also I guess with the M-factor projects for this CIVA.

And I was a bit confused, because as I read your evidence, and again, this is going back to page -- and let's go to Exhibit 2, tab 1, "sched" 3, page 7.  And this is the Table 1.

MS. BUTANY-DESOUZA:  I have it.

MR. RITCHIE:  Okay.  Looking at the, I guess really the second row, you have your proposal that you label "flexibility".

MS. BUTANY-DESOUZA:  Yes, I see it.

MR. RITCHIE:  And again, it is really that, to quote:

"Capital investments are funded on an envelope basis, allowing specific projects to be replaced, modified, or shifted between years depending on system needs and priorities."

MS. BUTANY-DESOUZA:  I see it.

MR. RITCHIE:  Okay.  And this flexibility, this is a change or a deviation from the Board's normal capital funding policy as it applies to ICMs and ACMs.  Would you agree with that?

MS. BUTANY-DESOUZA:  What we're saying, and as elaborated in our response to G-Staff 9, is that the projects will be laid out for the five years, as we've identified in the M-factor lists of projects.  And the flexibility that we seek -- which is slightly different from ICM tied to the envelope -- is the ability to advance or delay a project as between the years such that -- however, such that the M-factor projects will be completed over the 2020-2024 time period.

MR. RITCHIE:  So the replacements would only be from other projects in that list?

MS. BUTANY-DESOUZA:  As between M-factor projects.

MR. RITCHIE:  Okay.  And there would be no swapping between rate zones or that?

MS. BUTANY-DESOUZA:  There may be between rate zones, and that's tied to the true-up at the end of the five years.  But the bucket, if you will, of projects are those that are identified now as M-factor projects.

MR. RITCHIE:  Okay.  This may come into another piece, too, where I am trying to also say that like if you were to advance a project in the Brampton zone and replace something that was in the Guelph zone, you know, swapping things around, in your application here you have
proposed -- you've basically figured out the revenue requirement by year in each rate zone, and you are proposing rate riders in each year.

But if you swap things around, this may mean that you are collecting from customers in one area different from who actually is benefiting from a swap project.

MS. BUTANY-DESOUZA:  Right.  So we have identified in our response to G-Staff 9 that we are going to track the projects by rate zone and by year.

And so in truing-up at the end of the five years or when the true-up occurs, then if a Brampton project ultimately did not happen let's say, but the Horizon project -- I'm sorry, that's not the example you gave. I think you said Brampton versus Guelph, same idea -- we would be adjusting the rider accordingly for the true-up.

So if the Brampton project did not happen at all, then presumably there is a rider credit back to customers.

The intention is not for across the rate zones for a customer -- for customers in one rate zone to be cross subsidizing customers in the other rate zone.

MR. SHEPHERD:  May I just ask a follow up?  Do I understand correctly that if that Brampton project doesn't get done, then that money simply is credited, period?  Sorry, I will wait.

MS. BUTANY-DESOUZA:  I'm sorry?

MR. BASILIO:  I just want to...

[Ms. Butany and Mr. Basilio confer.]

MS. BUTANY-DESOUZA:  Mr. Ritchie, just to be clear, I have indicated that if there is a credit back to customers in one rate zone, then presumably there is a debit to customers in another rate zone.  But the idea is that the customers on a per rate zone basis are paying for the M-factor projects that we executed upon.

MR. SHEPHERD:  So let me ask my follow up, then.

MS. BUTANY-DESOUZA:  Sure.

MR. SHEPHERD:  If I understand what you've said, if you just simply don't do that Brampton project in your example, then whatever the M-factor component of that was going to be, whatever it was going to cost from a revenue requirement point of view, that is going to be a credit to customers.  Regardless of what else you do, that is going to be a credit to customers, right?

MS. BUTANY-DESOUZA:  That's right.

MR. SHEPHERD:  Then if you do a new project in Guelph, that's not collectible because it is not on your list, right?

MS. BUTANY-DESOUZA:  That's correct.

MR. SHEPHERD:  The only way you can transfer money between rate zones is if you have a cost overrun in one rate zone and a cost reduction in another rate zone?

MS. BUTANY-DESOUZA:  That's correct.

MR. SHEPHERD:  But you can't simply say we would rather do this project in Guelph, and not this project in Brampton.  You have said that is not part of what you are proposing?

MS. BUTANY-DESOUZA:  We can do the projects -- our proposal is that we can do the projects that are identified in the 190-some-odd M-factor projects.  We would not introduce project number 210.

MR. SHEPHERD:  Or 195?

MS. BUTANY-DESOUZA:  I wasn't precise on the 194 versus whatever.  So that we're clear, a random other project is not insertable into the M-factor.

MR. SHEPHERD:  Thank you.

MS. GIRVAN:  Just to clarify, did you say you are going to true-up after five years?

MS. BUTANY-DESOUZA:  Yes, that's correct, because we've asked for an envelope basis.

We want the -- we seek the flexibility to be able to do these projects as identified in the DSP over the five-year period.

We may find that we need to accelerate a project from year 3 to year 1 in the Horizon rate zone, and consequently delay a project in the Brampton rate zone to year 4.

But in totality, we would true-up at the end of the -- well, the true-up, I guess we should -- the true-up will come eventually, whether that's at the end of the five years for the funding up until that point or on rebasing.

Perhaps that's a subject for another time.

MR. GARNER:  Sorry, it’s Mark Garner.  I hate to interject, but since it is all in one place in the record, just help me just to make the example extreme.  Help me understand this.

I will make an extreme example, so you can get at what I'm trying to get at.  Obviously you wouldn't do this.  Let's say you don't spend any money on the old Brampton zone until the final year.  So you were going to spend $100 million.  You never spent any of it and you spend 100 million in the final year.  How does that work?

I know it is an extreme example, you know, the principle.  How does that work?  The customer pay all those years and there is no true-up because you eventually did it all?  That is what I am trying to get at.

[Witness panel confers]

MS. BUTANY-DESOUZA:  Mr. Garner, the timing matters.  And so realistically, maybe the simplest way to offer a response is that it is tied to the revenue requirement contribution of that project, and so we obviously cannot get more -- we cannot recover more than the revenue requirement related to that project.

MR. GARNER:  Thanks.  I will think about that and when I come back, maybe I will have more to ask about that.  Thanks.

MR. RITCHIE:  Okay.  I guess I will continue now.  In a somewhat related vein, I am now wanting to go at the M-factor capital, the rate riders and the revenues.

In this, I was looking at G-Staff 7, G-Staff 8 and G-Staff 9, just overall.

And as a starting point, in part A of G-Staff 7, as I understand it, you're seeking approval for the M-factor rate riders for each year of the plan in this current application.  Is that correct?

MS. BUTANY-DESOUZA:  Each year of the plan and for each rate zone.

MR. RITCHIE:  Okay.  Now, when I looked at the Excel spreadsheets that were filed in the response to G-Staff 8, it appears that Alectra has used 2018 actuals for the billing determinants for the rate zone specific M-factor rate riders.

MS. YEATES:  That is correct.

MR. RITCHIE:  And that would be the normal way that rate riders are calculated as part of a price cap IR, in terms of like DVA dispositions and other sort of things like smart meter rate riders or that?

MS. YEATES:  That is correct.

MR. RITCHIE:  Okay.  When I also looked at the spreadsheets, I saw the growth factor in the ICM materiality threshold calculations.  And I see a fair bit of variability.  Enersource shows a marginal decline of minus .06 percent, but other rate zones show positive growth, Guelph at 1.6 percent, Brampton at 1.84 percent, PowerStream at 2.31 percent, and Horizon at 3.04.  You would agree with those numbers?

MS. YEATES:  Those numbers are correct.

MR. RITCHIE:  Okay.  And growth as it is used in the materiality threshold calculations reflects an aggregate growth in both customers and in kilowatt-hours and kilowatts.  You would agree with that?

MS. YEATES:  Yes.

MR. RITCHIE:  Okay.  And of course customer growth is what it is, and kilowatt-hours and kilowatts would also serve, show the effects of general economic activity as well as that of natural and promoted conservation.  You would agree with that statement?

MS. YEATES:  Yes.

MR. RITCHIE:  Okay.  So when I look at this, it seems that Alectra really in most of the rate zones overall is experiencing growth and demand, in terms of customers, as well as energy consumption and demand levels and probably, actually, higher growth than many other Ontario distributors.

Would you say that that is a fair statement?

[Ms. Yeates and Ms. Butany confer.]

MS. YEATES:  So the growth calculation in the ICM model is based on the percentage difference in distribution revenues between each legacy's last rebasing application and the most recent year of actuals.

So for example, for the Enersource rate zone the growth will be calculated based on the difference between what was included in Alectra Utilities' predecessor, Enersource's 2013 rebasing application, and comparing that to 2018 billing determinants, multiplied by 2019 rates.

MR. RITCHIE:  Correct.  But in doing -- like, basically you are keeping the rates constant so changes in the revenues between the two periods reflects, again, on a, really, a revenue-related basis, you know, based on how much of -- for each class what is collected between the monthly charge to customers and either the kilowatt-hours or the kilowatts for demand billed classes.  It reflects the aggregate growth.

MS. YEATES:  That is correct.  The annualized growth over the period.

MR. RITCHIE:  So again, it is sort of -- so my thing is that Alectra overall is basically experiencing growth, and that growth also includes, like, what's been -- what has occurred with respect to both economic activity, as well as conservation?

[Ms. Yeates and Ms. Butany confer.]

MS. YEATES:  So as you mentioned, the growth factor across the rate zones differ, and that growth percentage has been factored into the determination of the threshold value that's calculated for each of the respective rate zones.  So for example -- yes.

MR. RITCHIE:  So again, you would agree that overall Alectra is experiencing -- it has experienced growth really over the historical periods?

MS. YEATES:  Depending on the rate zone.  So the higher growth included in the calculation results in a lower -- results in a higher threshold value and as a result a lower amount of incremental capital that the distributor can request.

MR. RITCHIE:  Okay.  We will get to that later, but -- okay.  Now I am going to sort of say that if you set all of the rate riders for all of the years by rate zone in this application based on the 2018 billing determinants, but you continued to experience the same trends of overall growth as you are seeing and which actually applies, it is flat more or less in Enersource, but it is actually growing in the other four rate zones, won't you collect more revenues from the incremental M-factor rate riders than would be the incremental M-factor revenue requirement?  And this would be because, in fact, demand in customer numbers will be higher in the years 2020 out through 2024 than they are right now.

MS. YEATES:  No, that is not correct.

So the growth factor in the ICM calculation is based on a historical level of consumption, demand, and customer count that was included in each legacy's last rebasing application.

That is different from future growth forecasts, right?  So when collecting rate riders in 2020 to 2024, we don't expect to see that level of growth in the future years.

MR. RITCHIE:  Why not?

MS. YEATES:  Because...

[Ms. Yeates and Ms. Butany confer.]

MS. YEATES:  I would like to take you to Alectra Utilities' response to --


MR. BRETT:  I can't hear you.

MS. YEATES:  -- G-Staff 94.  As you can see on page 2 of that response, where Alectra Utilities corrected or clarified the OEB's assumption with respect to the growth rate, if we look at, for example, Table 1 in the preamble clarification, the level of growth between '17 -- the total growth between 2017 and 2018 for the residential class was 0.9 percent and for the large use class, minus 3 percent, and relatively flat for the other classes.

And in our response to part B, we identified that we expect customer numbers and growth rates to trend close to 1 percent over the 2020-2024 period.

[Ms. Yeates and Ms. Butany confer.]

MR. RITCHIE:  That would still -- again, sorry, I will have to go back and review this, but this would still seem to me to be somewhat inconsistent with sort of like this historical growth patterns that we're having in -- that were used in the ICM materiality calculations.

But anyways, one thing I am sort of looking at this, even if the M-factor is approved here, you will still be filing a price cap application in each year of the plan.  Correct?

MS. BUTANY-DESOUZA:  That's correct.

MR. RITCHIE:  And this would basically be to -- for the price cap adjustment to distribution rates, and it would also include any disposition through rate riders for group one DVAs.

MS. BUTANY-DESOUZA:  Yes, that's correct.

MR. RITCHIE:  And the DVA rate riders that would be calculated in each of those applications would use updated billing determinants for the most recent historical year.

[Ms. Butany and Ms. Yeates confer]

MS. BUTANY-DESOUZA:  Yes, that's correct.

MR. RITCHIE:  So I am just wondering, since you are going to be coming in and this is going to be done in any event, why you wouldn't maybe -- like assuming that you get a M-factor allowance approved, why you wouldn't calculate the rate riders in each of the price cap years when you come in, because then they would be calculated based on the most recent billing determinants.

MS. BUTANY-DESOUZA:  Yes, that's a possibility.  The certainty that we require -- and I think we offered this on presentation day, and certainly in response to some of the interrogatories, what we're identifying through this application is the funding need and the certainty of that funding over the five-year period.

If the outcome from this application is that we have M-factor rider approval and approval for the projects that we've identified in the IRM -- the price cap IR application, we could file for this specific rider in that year.

MR. RITCHIE:  And I take it that you might agree with me that this would be one means of potentially of lessening the amount of over or under collection that would occur, you know, at the end.

MS. BUTANY-DESOUZA:  I hate to offer it this way, but yes and no.

So yes, in terms of the updated billing determinants, so I would agree with you on that.

And no in terms of the need is for the envelope.  So the opportunity to move the projects as between the years.  And so ultimately, the true-up will be tied to the totality.  One greater source of precision would certainly be the updating of the billing determinants annually along with the price cap IR application, you are correct, Mr. Ritchie.

MR. RITCHIE:  Okay.  And again, as I -- sort of going back to the capital investment variance account, the way it is described, it’s really between the proposed and the actual capital additions.

Does it also, or is there a different mechanism for truing-up between the revenue collections and what would be the incremental revenue requirement that would be associated?

MS. BUTANY-DESOUZA:  I'm sorry, Mr. Ritchie, I don't follow the question.

MR. RITCHIE:  Well again, the way I've read your evidence on the description of the capital investment variance account, it is really talking about between sort of what you are proposing here and what you actually execute on the M-factor projects, that's really sort of on a comparing capital dollars to capital dollars.

Here I am talking about the difference between what you should be recovering and what you actually do recover through the rate riders over the period.

MR. BASILIO:  Right.  So if I could just -- I think I understand what you're saying.  But just to be crystal clear, let's say we execute on the projects perfectly, in terms of timing and dollar amounts, but it happens to be --consumption happens to be far and away higher, that in fact we have collected more revenue than we have actually required, all other things having been equal as assumed.

Is there a mechanism to true that up?  I don't believe there is -- I don't believe we actually did --


MS. BUTANY-DESOUZA:  We did not.

MR. BASILIO:  We did not propose a mechanism to true that up in the application.

MS. BUTANY-DESOUZA:  But one way to get closer to that in the annual here and now is to update the billing determinants on an annual basis, so that the riders that we've set out now that are based on 2018 billing determinants aren't the same billing determinants that apply for 2023, let's say.

MR. RITCHIE:  Okay.

MS. BUTANY-DESOUZA:  Meaning your proposal, Mr. Ritchie, of can't you update those billing determinants annually for the rider, the answer is yes, we could.  It simply wasn't what we contemplated in the application.

MR. RITCHIE:  Okay.  And again going actually back to the ICM policy in that, in fact, you know, these are rate riders.  They are not sort of final approved amounts, and there is normally a possibility for a true-up between what actually the utility spends and what it actually collects.

So I am just wondering whether in fact it might be reasonable to have such a variance account as part of this proposal.

[Witness panel confers.]

MR. BASILIO:  I think the three of us are agreeing that, you know, we're not looking to over- or under-earn as a result of, you know, things that are exogenous to what we're trying to accomplish here, which is really to get funding for the capital.

It is just a question of mechanism.  So could we maybe undertake to...

MS. BUTANY-DESOUZA:  Maybe you could ask us again in the oral hearing.  We will have the benefit of a few more days to contemplate.

MR. SHEPHERD:  Can I follow up?

MR. RITCHIE:  Well, okay, yes.

MR. SHEPHERD:  There is no reason why your CIVA couldn't compare actual amounts collected to what you should have collected.

MS. BUTANY-DESOUZA:  That's right.

MR. BASILIO:  And in fact, that's what we were discussing.  It's just, you know, sometimes the devil is in the detail as to how you do it, but that was along the lines of what we were thinking.


MS. BUTANY-DESOUZA:  That is what we expected as part of the CIVA proposal.


MR. KEIZER:  I think what they're saying is rather than have to give a position on the spot they would like a moment to have some time to think about it, so...


MR. RITCHIE:  I think an undertaking, because that would allow you to think about it and to put words down on paper so that all of us could, I guess, look at it and then, again, if there is any further questions they could be followed up in the oral hearing.


[Witness panel confers]


MS. BUTANY-DESOUZA:  We're happy to take the undertaking -- happy to take the undertaking, but maybe just, given the nuances as between what you are putting to us, Mr. Ritchie, and what we had in our proposal -- and I am happy to do this through counsel -- but if we have any questions of clarification based on the proposal, maybe we can work through our counsel to -- Board counsel or Board Staff in order to clarify.  But we will be sure to provide an undertaking that is circulated to all by the end of the week.


MR. RITCHIE:  That is certainly acceptable to us.


MR. MURRAY:  That will be Undertaking JT1.5.
UNDERTAKING NO. JT1.5:  TO PREPARE A DESCRIPTION OF THE VARIANCE CALCULATION BETWEEN THE REVENUE REQUIREMENT FOR IN-SERVICE CAPITAL ADDITIONS AND THE AMOUNT COLLECTED BY THE RIDER FOR THE CIVA PROPOSAL

MR. GARNER:  Sorry, can I interrupt, Mr. Ritchie, just because Board Staff -- so that I understand exactly what the proposal might be, were you suggesting -- is that on an annual basis the utility would be making a variance calculation as between the in-service capital and the amount collected by the rider?  Is that what you were suggesting?  Per year, in each year?


MR. RITCHIE:  I guess what I was saying is that -- and I guess potentially what they're maybe looking at is
that -- the CIVA would, yeah, also include as entries for each year -- you know, it would be reviewed and disposed of at a later time.  But basically, they would be trying to track between --


MR. GARNER:  Right.  I just need --


MR. RITCHIE:  -- what they should have recovered and what they actually did recover.


MR. GARNER:  I understand.  What I am trying to clarify with you more is that when you say "should have recovered" you mean as compared to the amount of capital put in-service in that year?  So it is the in-service amount, not simply the capital expenditure concept?


MR. RITCHIE:  Well, the incremental revenue requirement for the capital additions put in-service.


MR. BRETT:  It is Mr. Brett here.  Would that also include the differences in volumes, revenues, in revenue requirement associated with volumes, either up or down, from what was forecast?


MS. BUTANY-DESOUZA:  Maybe the easiest way to solve this for now is that we have undertaken to provide a response and clarification based on Mr. Ritchie's proposal to us.


No doubt people in the room and the Board Panel may have questions next week about what we put forward, and so maybe the starting point is the undertaking to you, Mr. Ritchie, in response to you, Mr. Ritchie, and maybe we can take it from there.


MR. RITCHIE:  Yes.


MS. BUTANY-DESOUZA:  I think we could keep going around the room in terms of what do we mean, what do we mean, and it is difficult for us to nail it down without taking a minute to think about it.


MR. RITCHIE:  I am fine with that, and I would like to just move on, if that's...


MS. BUTANY-DESOUZA:  Can we get a break?  Can we have JT1.5?


MR. MURRAY:  JT1.5.

MR. MURRAY:  Is now a good time to take a break for 15 minutes?


MS. BUTANY-DESOUZA:  Yes.  It is a great time to take a break.


MR. MURRAY:  Why don't we come back at 3:40.


MS. BUTANY-DESOUZA:  Thank you.

--- Recess taken at 3:20 p.m.
--- On resuming at 3:40 p.m.

MR. RITCHIE:  Okay, thank you.  I have only got one further area of questioning, but it does sort of follow on on this.  It's basically, again still looking at the response to G-Staff 9 and also, I guess in particular, the spreadsheets that were attached to G-Staff 8.

I am just wondering what sensitivity analysis you have done with respect to your M-factor proposal.  And in this, I am specifically wanting to figure out the amount that is funded through rates, and the incremental M-factor CAPEX and how these would change due to changes in inflation.

Have you done any such analysis?

[Ms. Yeates and Ms. Butany confer.]

MS. BUTANY-DESOUZA:  In computing the M-factor, the threshold CAPEX calculation does include an inflation adjustment.

That being said, there isn't any further sensitivity analysis or adjustment included.

MR. RITCHIE:  Okay.  And I guess referring back to page 12 of Exhibit 2, tab 1, schedule 3 --


MS. BUTANY-DESOUZA:  We have it.

MR. RITCHIE:  -- on that, you basically used the current 2019 input price index or IPI of 1.50 percent, less the productivity factor of zero and the default stretch factor of 0.3 percent, and this was shown in the table 3 on that page.

MS. BUTANY-DESOUZA:  That's correct.  We've used Alectra's stretch factor and the latest available inflation information as released by the OEB last year for 2019 rates.  It was the best information available at the time that we prepared the application.

MR. RITCHIE:  Okay.  And this is -- and your application proposes that you will update this with the price CAPEX index for 2020, with the IPI for 2020, when it is available from the OEB?

MS. BUTANY-DESOUZA:  That is correct.

MR. RITCHIE:  Okay.

MR. SHEPHERD:  Let me just follow up on that.  Table 3; do we have a live Excel spreadsheet version of that?

MS. BUTANY-DESOUZA:  We've already filed it in response to G-Staff 8 by rate zone.

MR. SHEPHERD:  Oh, okay.  Sorry.  That table 3 is filed as attached, or the individual calculations by rate zone have been filed?

I thought you filed the ICM model for each of the rate zones.

MS. BUTANY-DESOUZA:  We did.

MR. SHEPHERD:  But you didn't file this table?

MS. BUTANY-DESOUZA:  Correct.  We filed the model by rate zone in response to G-Staff 8.  That particular table, table 3, we have not filed as a live spreadsheet.

MR. SHEPHERD:  Is there any reason why you couldn't?

MS. BUTANY-DESOUZA:  No.

MR. SHEPHERD:  Thank you.

MR. MURRAY:  Is that an undertaking?

MR. SHEPHERD:  Yes.

MS. BUTANY-DESOUZA:  Yes.

MR. MURRAY:  That would be undertaking JT1.6.
UNDERTAKING NO. JT1.6:  TO FILE A LIVE EXCEL VERSION OF IR RESPONSE G-STAFF-8, TABLE 3.


MS. BUTANY-DESOUZA:  Just one second.  Thank you, we have it.

MR. RITCHIE:  Okay.  Directionally, if the IPI is higher, then it would imply that there is more CAPEX that is funded through base rates and, hence, there would be less from the overall capital budget that would need incremental funding.  Would you agree with that?

[Witness panel confers]

MR. BASILIO:  Isn't the outcome of that, though, that if price inflation is higher, then our costs are higher.  Maybe I am missing the question.  Maybe I am missing the -- what you are trying to get at here?

MR. RITCHIE:  But you forecasted your capital budget for all of the years out through 2024?

MR. BASILIO:  Yes.  Based on inflation, underlying inflationary assumptions, yes.

MR. RITCHIE:  Okay.  Are those the same as what the IPI is?

[Witness panel confers]

MR. BASILIO:  I think we need to validate what the inflationary assumption was in capital.  I can tell you generally, we're planning right now, I think, for about one and a half for non-wage inflation.  But you know, that being said, that's the plan.

To the extent that IPI increases, you know, I think -- an IPI minus...

MS. BUTANY-DESOUZA:  There is still the .3 stretch factor.

MR. BASILIO:  IPI minus X is 1.2...

MS. BUTANY-DESOUZA:  Right now it’s 1.2.

MR. BASILIO:  We're generally planning one and a half, which is the way we usually plan.  We plan for what we're predicting inflation to be, rate inflation is minus the X factor.

MR. RITCHIE:  Okay, maybe I am going to ask for an undertaking here in terms of can you file in fact what are your economic assumptions for inflation that underlie the 2020-2024 capital budget and which underlies this M-factor proposal.


MS. BUTANY-DESOUZA:  We can undertake to provide that.

MR. SHEPHERD:  So that would be the inflation factor used in your various components of your DSP, right?

MS. BUTANY-DESOUZA:  Yes.

MR. MURRAY:  That will be undertaking JT1.7.
UNDERTAKING NO. JT1.7:  TO FILE THE ECONOMIC ASSUMPTIONS FOR INFLATION THAT UNDERLIE THE 2020-2024 CAPITAL BUDGET AND THE M-FACTOR PROPOSAL.


MR. RITCHIE:  Okay.  And you know, I will be symmetrical about this, and basically if the IPI is lower, the CAPEX that is funded through base rates will be lower and hence, the incremental CAPEX that would need to be funded through the M-factor from your overall capital budget would be higher, all else being equal.

MS. BUTANY-DESOUZA:  Yes, that's correct.

MR. RITCHIE:  Okay.  Now, again, you've used the current 1.5 percent, which is the IPI for 2019 and which is reasonable.

But I've observed -- because I've been doing this stuff for a while -- that from the period since 2nd generation EDR beginning in 2007 to about 2019, the IPI over the period, whether it was just the pure GDP PI up to 2013 and now the two-factor IPI that's been in place for 4th generation IRM, would average about 1.8 percent per annum.  Would you accept that subject to check?

MS. BUTANY-DESOUZA:  Mr. Ritchie, not meaning to discount the number of years that you've been doing this second-generation IRM forward, I can't accept that, subject to check.  I can't accept that.

I know that there have been years when the price cap adjustment has been as low as .9 percent.  And so, I mean, I have no way of validating that sitting here today.  I mean, maybe you could prepare a spreadsheet and put it to me.

MR. RITCHIE:  Okay.  I guess we could -- we, I guess, can pursue this further during the hearing and, yeah, we may have something on that.

MS. BUTANY-DESOUZA:  That's fine.

MR. RITCHIE:  Okay.  No, the only thing is that they're not --


MR. MURRAY:  Any other questions?

MR. RITCHIE:  No, I don't have any further questions.

MR. MURRAY:  Now we are going to deviate a little bit from the schedule.  We are going to defer the rest of OEB Staff's questions 'til first thing tomorrow morning, because I am mindful of the fact that, as Mr. Keizer said, I believe Mr. Lyle is here for any questions only today.  And I understand that at least one intervenor, Energy Probe, has a question for Mr. Lyle.  So perhaps we can defer to that now.

MR. KEIZER:  Maybe we could ask Mr. Lyle to come down front here and join the panel.

--- Mr. Lyle joins witness panel.

DR. HIGGIN:  There is only one question.  He doesn't need all of his binders.

[Laughter]

MS. BUTANY-DESOUZA:  Everybody is leaving.  Mr. Lyle is staying.

DR. HIGGIN:  He might need support.  So are you ready, Mr. Lyle?  Tell me when you are.

MR. LYLE:  I'm ready.
Examination by Dr. Higgin:

DR. HIGGIN:  Okay.  So I have my question, which may devolve into a couple, but anyway, starting with your workbook, I think if I've got the reference right it is Appendix C of the DSP.  That's Exhibit 4, tab 1, schedule 1, Appendix C.

And I would like to start with the residential, which is page 33 of the document.  It is not the PDF.  That is the document itself.  Page 33.

MS. BUTANY-DESOUZA:  Is that "online workbook reliability experience preamble"?  Is that the header?

DR. HIGGIN:  That is exactly it.

MS. BUTANY-DESOUZA:  Okay, thank you, we have it.

DR. HIGGIN:  Okay.  So my first thing is, by preamble, is just to confirm that all of this information that you have here is taken from the evidence and was provided to you, Innovative, by Alectra Utilities.  Am I correct?

MR. LYLE:  Yes.

DR. HIGGIN:  Yes?

MR. LYLE:  Yes, you are.

DR. HIGGIN:  Okay.  Now, so did you repeat this?  In other words, did you walk the respondents through with this information before you started to ask them the actual questions which begin on the next page?

MR. LYLE:  Yes.  And when we say "walk through", this was completed as an online experience, so they would see this page and then move on to the next page.

DR. HIGGIN:  Okay.  So that depends on how -- would you agree --


MR. LYLE:  And also just in terms of display, the question would have actually been at the bottom of the screen.  So the way that you can lay things out for the online experience, you try to keep all the content tied together, but obviously when you are producing it in an 8-by-11 format report things get broken up.

DR. HIGGIN:  Thank you.  So then would you agree that the level of, not education, but knowledge, about the issue of reliability would be quite varied amongst the respondents?

MR. LYLE:  Yes.

DR. HIGGIN:  Okay.  So can we turn to the next page, which I believe is page 34 that I would like to look at, 34.

MR. LYLE:  The page reporting on a number of outages they've experienced?

DR. HIGGIN:  Yes, that's the one.

MR. LYLE:  Yes.

DR. HIGGIN:  So first of all, can you tell me -- if not by undertaking -- the number of customers surveyed and how many in each rate zone -- that's the legacy rate zones.  Can you tell me that?

MR. LYLE:  We can.  So if you just give me a moment.  First of all, on that page you can see that 27,000 -- or 27,240 people responded.

DR. HIGGIN:  Yes, I have that.

MR. LYLE:  So that's the total sample.  And then by rate zone, if you turn earlier in the same document to the page number 10 --


DR. HIGGIN:  Right.

MR. LYLE:  -- this is where we start to report on how many -- how many completes we have by rate zone.

And so what we're looking at is the bottom of that page we show residential representative online workbook.  So we've also shown it not just by rate zone but also by level of use.  So they're split into what is called four quartiles.

DR. HIGGIN:  Which one would be the residential?

MR. LYLE:  Well, this is all residential.  This is a residential report --


DR. HIGGIN:  Yeah, that's what I thought, okay.

So if we look at the rate zone, and there is unweighted and weighted, can you just explain to the unwashed what those two are, please?

MR. LYLE:  Sure.  So we invited everybody that we had an e-mail for, and when we did that we kept track of the account number so that we would know what rate zone they were in and what their electricity usage was.

And then what we did is that we knew that these are quartiles, so that what we should have is 25 percent in each quartile for each rate zone.

So the nature of voluntary responses is that you can't be guaranteed that that's exactly what you will get.  So for instance, if you look at Enersource you can see in actual fact we got 1,812 responses from the low quartile and we had 1,107 responses from the high quartile.

So what we did is weighted it so that the final results were balanced by rate zone and by usage.

The second way that we weighted it is to make sure that it was proportionate.  So when we look at the average -- when we're looking at average numbers across Alectra, some rate zones are bigger than others; so for instance, PowerStream versus Brampton.

And so the second point of the way is to make sure we had the proportionately correct number of respondents.  But when you look at the findings within, say, Enersource, what you are looking at is a balanced by usage sample within Enersource.

DR. HIGGIN:  Okay.  So let's go back to the summary on page 34.  Thank you for that explanation.

So in Enersource 30 percent said they didn't have any outages?

MR. LYLE:  Right.

DR. HIGGIN:  And the same -- a higher number said they didn't have any in Brampton.

MR. LYLE:  Correct.

DR. HIGGIN:  Okay.  And also in Guelph?  Okay.  So those are the three areas that said they weren't any.  And then strangely enough you have people in those same
zones -- let's look at any one of them -- that are seeing two or three outages.

MR. LYLE:  Sure.

DR. HIGGIN:  Okay?  So you are dealing with quite a different recollection, shall I say, from those respondents.  Am I correct?

MR. LYLE:  Yes.

DR. HIGGIN:  So it is based on recollection.  And so that is what I wanted to understand, because it doesn't seem to fit, just take it subject to check, that the better rate zones for reliability -- such as Guelph, for
example -- you can look at the data --


MR. LYLE:  Sure.

DR. HIGGIN:  -- don't seem to be any different.  And Brampton is better, in most cases Brampton.  In fact, I asked the company to provide the spreadsheet that showed all of the things.

So basically this survey, when I look at it, I don't find any -- how does this help going forward when you have different responses, and it’s all a matter of opinion.


MR. LYLE:  Well, I mean, the point of consumer engagement is to get customer preferences.  So insofar as it is all about opinion, that is the function of the consultation.


Specific to this, we didn't ask this question to get feedback for planning purposes, because the utility knows exactly what the level of reliability is.


We did this to give customers an opportunity to stop and think about their own personal experience with reliability before they then moved on.  Just like we asked other questions where we say, you know, are you aware that the price is scheduled to increase, or those sort of things.


They are places where the customer can stop and reflect, so that they don't -- because there is a lot of information here, as you said, where we're trying to get people enough information to have a meaningful point of view, but not so much that they get turned off and stop completing the workbook.


DR. HIGGIN:  Just as a follow up, when we look at the two main causes that the company has identified, which is underground cable as being the primary, it is on the next chart on page 40 -- just look at page 40 if you could -- and overhead lines.


The question seems to have also obviously dominance for the central hypothesis, which is the recommended pace.  There seems to be quite a widespread on the other 50 percent of the respondents.


Did you follow up with that at all?


MR. LYLE:  Sorry, can you --


DR. HIGGIN:  If you look at the rate zone breakdown, okay, on page 41.


MR. LYLE:  Yes.


DR. HIGGIN:  Did I say 40?  Page 41.


MR. LYLE:  Yes, I'm there.  And sorry, what's the --


DR. HIGGIN:  I said it's not surprising that the dominant response was what the company's proposing, i.e. the recommended pace, right?  That is to be expected.


MR. LYLE:  I didn't do it with any particular expectation.


DR. HIGGIN:  The question is there is quite a wide variation, though, between the thing and only three rate zones in this case we're seemingly surveyed.  Is that the case for the cable replacement?


MR. LYLE:  Well, when we designed the workbook, the spending was tied to where it would be in the rates.


So this underground investment was only proposed in the plan for Enersource, Horizon and PowerStream.  So it wouldn't have made sense to ask people that weren't going to be paying for it what they would think.


So just to be clear, each of these workbooks is customized by rate zone and rate class, so that you only see the investments that impact your own rates, and you see the impact on your rates customized to your rate classes and your rate zone.


So there is actually twenty different versions of this.


DR. HIGGIN:  Okay.  I think those are my questions.  That is helpful.  Thank you very much.


MR. MURRAY:  Before moving on, I want to see whether or not any of the other intervenors, either in person or on the phone, had any other questions with respect to customer engagement.


MR. GARNER:  I just have one follow up question, Mr. Lyle.  If you can go back to the chart that shows the outages that you put in your thing here that my friend was speaking about.


DR. HIGGIN:  Page 33.


MR. GARNER:  Yes, page 33.  I think it is the slide down there with the outages, not the defective equipment.


MR. SHEPHERD:  Next one down.


MR. GARNER:  The next one down, that's right.  Maybe this is to the utility.  Do these experiences of customers in any way reflect actual experience of the utility?


So is it somewhat or not true that 30 percent of the Enersource’s own customers would have never received an outage, if I am reading it right?  Does that have any bearing in truth -- in reality, I mean?


[Witness panel confers]


MR. WASIK:  So, Mr. Garner, as Mr. Lyle alluded to earlier, the purpose of this question was more of a framing to ensure that the customers reflect upon their experience on reliability and as such, it is a reflection upon their own experience.


MR. GARNER:  I heard what he said.  I am asking you a different question.  As the person who operates this, is it about right that 8 percent of Enersource's customers have far more outages?  Is that your experience?


MR. WASIK:  So our plan is built upon our actual reliability.  That is part of the outages in the system.


And so there is many different reasons why customers may experience an outage and it is not one specifically related to the distribution system.


MR. GARNER:  I am still not sure you're being responsive.  I am asking a simple question.  I'm saying do customers feel -- I understand all of that, that 8 percent of your customers feel in the Enersource zone that they have had far more outages.


You run a utility.  Is it your experience that that those customers are about right, that 8 percent is a legit number for about what we think we experience for our customers?  Just a check.


MR. WASIK:  I would have to go through and evaluate that against the particular --


MR. CANANZI:  Mr. Garner, I could add to that.  I am not sure about the 8 percent, but I could tell you that quite a number of customers have experienced more than four outages.  Intuitively, yeah, that might be feeling right.  I don't know whether it is 5 percent, I don't know whether it is 12 percent.


But there's a population out there that certainly has had more than four -- heck, they've had probably more than half a dozen.  In some cases, we've got some areas that are even worse than that.


MR. GARNER:  The reason I am really asking it isn't -- really trying to understand how much the customers really have a sense of the reality of the situation versus what they feel.


Because customers out for -- as you would know, Mr. Cananzi, customers out for one time, it feels like forever, right?  That is the way it tends to feel for customers so they may over-report or under-report it.


I just want to have a sense of is there any sense of reality in those numbers in the utility.


I would have thought the utility looking at them would have an interest.  If in fact your customers only had 1 percent four more outages, you would maybe want to make a better communication saying to customers saying are we doing a good job, or something.  They would be misinforming themselves, in a sense.


But you don't have a sense, I'm getting from that, of really whether these numbers are that real for customers.


MR. CANANZI:  You know, when I looked at these numbers, what I could say is that -- I would say that they may not be accurate, but I think directionally I am not surprised by them.


MR. GARNER:  Okay.  Thanks.


MR. SHEPHERD:  Can I follow up on that?  Can you provide this table, this exact table with actuals?  In the last 12 months, what percentage of the ERZ customers had no outages, et cetera.  You have this data, right?


MS. BUTANY-DESOUZA:  Just one second.


[Witness panel confers]


MR. WASIK:  So as we mentioned in our DSP, we currently don't track the repeat outages for that same particular customer within a specific timeline.


We are looking at developing the outage management systems in the future to track those particular repeat outages to that same customer.  But the system configuration changes all the time, and it would not be possible for us to pen point that particular customer experience that outage.


MR. SHEPHERD:  So you don't actually have data on how many of your customers have multiple outages?


MR. CANANZI:  The data is organized electrically by circuits.  So if we can use that as a proxy, we can say that, you know, if a particular circuit interrupted 12 times, we could -- if it's acceptable, we could say all customers on that circuit would have experienced 12 outages.


What my colleague Mr. Wasik is saying is that there is some room for error there, because open points, customers
-- we move customers from circuit to circuit sometimes to accommodate construction, maintenance, et cetera.

So it may not be a true exact statistical number, but it will be fairly close.

MR. SHEPHERD:  If I understand you correctly, if you did it by circuit, it would overstate the number of outages a customer -- the average customer had, but the split would be correct?

MR. CANANZI:  I wouldn't say that it would overstate.  It could overstate as well as it could understate.

I mean, I don't know why you would say that.  I
mean --


MR. SHEPHERD:  Didn't you say the reason why it wouldn't be accurate is because you might serve the customer with another circuit?

MR. CANANZI:  Well, the customer is only served by one circuit at a time.  Right?  So if we have an outage on that particular circuit, but that, let's say group of customers has moved over to another circuit for a period of, let's say a week, a month, then they would actually not have experienced that outage.

But on the same time, you know, you could be flipping customers between two circuits, they could experience outages on both circuits.

MR. SHEPHERD:  So it is a pretty good proxy, is what you're saying.

MR. CANANZI:  I think it is pretty close.  We can get you a number to say that, you know, by circuits that these are the sort of the frequency of the number.

MR. SHEPHERD:  And so in terms of percentages, you would be able to give us these percentages with -- they're not dead-on, but they're close enough to get a sense of whether these are solid numbers or --


MR. CANANZI:  Subject to what my colleague has to say with regard -- because they will be actually deriving those numbers, but I would say that if those numbers are available in time for the hearing that they would be very close to the experience.

MR. SHEPHERD:  So can you undertake to provide that --


MR. WASIK:  Well, Mr. Shepherd, maybe there is a report that is included in our DSP that talks about the worst performing feeders in the system, and in there we do talk about the number of occurrences over the last period of time.  That already provides that information in terms of which particular areas have seen a significant amount of outages.

MR. SHEPHERD:  But that doesn't provide what I am looking for.  What I am looking for is in the PowerStream rate zone, for example, what percentage of your customers have four or more outages, because if the number is 13 percent, I don't care.  If the number is 2 percent, that is a problem, because that suggests that these customers in your customer engagement were -- didn't understand the reality well.

So it is important not just that we have the worst performing feeders, but that we have the full table, which it sounds like you should be able to do.  You have the data.

MR. LYLE:  So the -- so two things just to bear in mind when we consider this in the way that people respond.  One thing is that it may be -- so we have controlled for what we know.  We couldn't control for what we don't know.

And so it may well be that people that are more willing to go through a workbook are people that disproportionately had worse experiences, right, so that is a possibility.

MR. SHEPHERD:  Sure, that's a possibility.

MR. LYLE:  And then the second thing that we know from other work is that when we ask about customer service generally and we look at what you're overall rating the customer service and what is your most recent experience of customer service, that there tends to be a delay before people forget bad experiences.

So it is possible that you may get people responding to more than just literally the last 12 months.

MR. SHEPHERD:  I was actually more concerned with the possibility that a workbook that tells horror stories about all the terrible reliability problems in the system would cause people to think they have more outages than they do.

MR. LYLE:  Fair enough.  We'll see.

MR. SHEPHERD:  That's possible too, right?

MR. LYLE:  Sure.  If there were horror stories then that would make sense.

MR. SHEPHERD:  So can you give us the undertaking?

MR. WASIK:  We can provide the -- by circuit, the reliability impacts for rate zones.

MR. SHEPHERD:  Yes.  And so that would be -- this circuit had -- the number of circuits that had no outages, the number that had with one, the number that had two, and the number that had three, the number that had four or more, right?

MR. CANANZI:  So I just need to add, because we're delving into complexity here because -- so we may have -- on a circuit it is possible for a large number of people, so let's say there might be 3,000 people on a circuit.  It is very possible that 5-, 600 people may be isolated as a result of a downstream device, that the circuit at the breaker, at the station does not register as an event.

So, you know, again, it has to be taken in the context of knowing the limitations that it may not be an accurate reflection.  We could have downstream problems that don't manifest themselves to the bulk of the circuit, and it may not even be registered as an outage on that circuit, but that there is a group of people that has in fact -- a large group of people that has in fact experienced an outage.

MR. SHEPHERD:  That's fine.  I understand it is not perfect.

MR. CANANZI:  Okay.

MR. SHEPHERD:  Let's just see -- because if it is not perfect but the numbers are relatively close, we're fine.

MR. CANANZI:  Okay.

MR. SHEPHERD:  If it's not perfect and the numbers are really far apart, then even you will be concerned about that to know what the truth is.  Right?

MR. WASIK:  Well, Mr. Shepherd, we can try to take a look at what is possible and what is available to provide, I presume, by the end of the week.

MR. SHEPHERD:  Thank you.

MR. MURRAY:  That will be Undertaking JT1.8.
UNDERTAKING NO. JT1.8:  TO PROVIDE BY CIRCUIT THE RELIABILITY IMPACTS FOR RATE ZONES.

MR. GARNER:  So if I can continue.  I was interested by one thing you said, Mr. Lyle, just now.  One thing you said is that certain people are more likely to report than otherwise, or more or less.

So that suggests to me, though, that that is a bias.  You're saying there is a bias in your survey because certain people respond differently in these types of surveys.  Isn't that a bias in the survey then?  And how do you account for that bias?

MR. LYLE:  So all surveys have a series of risks when you are managing a sample.  And so in this particular case, what -- there's a question of motivation, why would you take the time to do this?  That is less concerning, because 10 percent of the customer base actually did it.

MR. GARNER:  Sorry, I don't understand that.  Why would the amount of customers be -- how does that affect bias?

MR. LYLE:  If you have a small number, right, then you are a lot more worried that there is something disproportionate going on than when you get larger sub-samples, right?  When more people participate there's less chance for bias to fit in.

And so the issues that there is al sorts of potential ways things could be different -- and we have controlled for that in a couple of different ways, right?

The most important way is by controlling for the way people use electricity and by rate class.  And then we also had a parallel study, which we call a reference study, a telephone study, which allows margins of error to be applied which you can't apply to online surveys when everyone doesn't -- when you don't have everyone's e-mails, to be able to check on basic characteristics of attitudes, income, lead eligibility and things like that, how well the sample matched.

So generally speaking, what we found is that the telephone survey which does allow us to provide margin of errors looks very similar to what the online survey --


MR. GARNER:  This is the online survey, and I heard you say -- and you can correct it if you like -- I heard you say is that it may be that people who are more likely to have experienced outages are more likely to have participated in the survey.  Are you resiling from that statement?

MR. LYLE:  No.  That is possible.

MR. GARNER:  That's fine.  I can move on.

MR. SHEPHERD:  The online workbook is not a random sample, right?

MR. LYLE:  The online workbook is a canvass of everyone that we have an e-mail for, validated against the random sample on telephone.

MR. SHEPHERD:  Well --


MR. LYLE:  And there is important benefits in doing this.  On telephone, we are not able to let people to look at the total cost impact of all their choices and to reflect on that and decide if they actually want to pull back once they see what the totals are.

MR. SHEPHERD:  The online workbook is not a random sample in part because you don't have e-mails for everybody, but also in part because the customer has to choose to participate actively.  Right?

This is why you can't have a precision measurement.

MR. LYLE:  No, that's not correct.

So there is always a response issue with every poll you do.  So we call someone on the telephone, they don't want to respond, that is the same issue if we send an e-mail and people don't want to respond.  Every survey has that issue.

The issue is, do you have -- so when we're trying to do a random sample, the premise of a random sample that creates a margin of error is that everyone has a known probability of being selected and has the possibility of being selected.

And for that to work at an online survey, we would have to have everybody's e-mails.  But there are no rules to e-mail addresses, and we can't generate that sample unless people voluntarily give it to us.

So when we look at some of the samples within the survey, there are areas in which we have every e-mail of every customer, right.

So for instance, large volume customers in some of the rate classes, they actually have e-mails for everybody.  You could actually apply a margin of error to that particular sub sample.  But in an online sample, you can't.

So the goals in trying to do this sort of work is to give every customer a chance to participate, and to be able to get meaningful impressions and then to be able to generalize to the broader customer base.

So the reference survey allows us to generalize to the broader customer base.  But by going with the online tool, we let people think more and reconsider their positions, which is a new thing in this one and the Toronto-Hydro consultation, which should provide for better quality as people consider their points of view.

And second of all, it allows a lot of people to participate, which is in and of itself, I would argue, a good thing.

MR. SHEPHERD:  But the difference is that in a telephone survey, for example, you decide who is sampled.

In an online survey, the customer decides who is sampled, right?

MR. LYLE:  No.  In either case, the customer decides whether they're going to respond.  So in a telephone survey, we choose who we invite and that list is randomly generated.

In this case, we invited everybody that gave Alectra permission to contact them by e-mail.  So depending on the rate class, that can be everybody that is in that rate class.

And so -- and this will be an interesting thing to hear how people argue, but our general point of view has been giving people more opportunities, more people opportunity to participate rather than fewer is in and of itself a good thing.

MR. SHEPHERD:  What percentage of your telephone sample actually answered the questions?

MR. LYLE:  I would have to go back and look at the response.

MR. SHEPHERD:  I am going to ask you to undertake to provide what percentage of invitees ended up answering the question for telephone and for online.

MR. LYLE:  Right.

MR. SHEPHERD:  Thanks.  Will you undertake to provide that?  Yes?

MR. CANANZI:  Yes.

MR. MURRAY:  That will be undertaking JT1.9.
UNDERTAKING NO. JT1.9:  TO ADVISE THE PERCENTAGE OF INVITEES ANSWERED THE QUESTION FOR TELEPHONE AND FOR ONLINE


MR. SHEPHERD:  Thanks.

MR. GARNER:  Okay.  Just one final question, Mr. Lyle.  If we could move up to where Dr. Higgin had talked about the Excel PE and the different equipment outages, there was a chart.  There was a --


MR. LYLE:  It is around 40.

MR. GARNER:  A Gantt chart, I would call it.

MR. LYLE:  Page 40, is that the one you have in mind?

MR. GARNER:  Yes, there it is.  So just -- is this what the person looking at the survey has looked at who did the online survey?  Did they look at this sheet that I am looking at, or did you generate this as a report.  Is this what the person -- is this the information they looked at?

MR. LYLE:  They saw this page, this copy, this chart exactly this way, but with a question on the bottom.

MR. GARNER:  What is the purpose of the red?  Why is one Gantt bar chart red and the rest of them are green?

MR. LYLE:  Because it was illustrating a point.

MR. GARNER:  So you didn't figure they could figure out one chart was higher than the other?  You had to make sure it was red to make sure they could tell it was higher than the other; is that what you are telling me?

MR. LYLE:  It highlights the point that is being made in the copy, and it is always a good idea to show intel.

MR. GARNER:  I see, okay.  Thank you, those are all of my questions.  Thank you.

MR. MURRAY:  Do any of the online participants have any questions for Mr. Lyle about customer engagement?

MS. GRICE:  I do not.

MR. BRETT:  I don't.

MR. MURRAY:  Then I am going to turn it over to Mr. Garner for his general questions.

MR. GARNER:  Thank you.

MS. BUTANY-DESOUZA:  Can we just reshuffle?

MR. GARNER:  Absolutely, as do I.

[Mr. Lyle withdraws from witness panel]
Examination by Mr. Garner:


MR. GARNER:  Mr. Keizer, should I proceed?

MR. KEIZER:  Yes.

MR. GARNER:  Thank you.  I am going to try to be quick.  My first question is in regards to 2 VECC 7 and it is to do with, if you bring it up, the externally driven capital variance account.

I don't think I was very articulate in this question, by the way, at least, I think you answered it.

But before I ask my question, when I looked at this account and I looked at the last Board's decision, ICM decision -- and I am afraid I don't have it off the top of my head -- but Ms. Butany-DeSouza, you may remember we argued for an account, a variance account for these type of transit programs and this seems very similar.

I just want to get your understanding.  Is this similar to what was at least argued by VECC in the last proceeding, where the utility would put in all of these major transit programs into a variance account, is that the same concept as we were arguing for?

MS. BUTANY-DESOUZA:  Yes, that's correct.

MR. GARNER:  We weren't successful, but I'm just wondering about that.

So here's where I am a little confused about a couple of things about how it works, a little bit confused about how it works.

First of all, the first question is:  Do the projects that are attracted into this account, do they also show up in the M-factor projects as part of the dollars in those projects, or are these not counted?  Do you know what I mean?

[Witness panel confers]

MS. BUTANY-DESOUZA:  If I get the name of the project wrong, Mr. Wasik no doubt will correct me.  But I believe it is the Bathurst Street road widening project that was a continuation of a multi-year but discrete individual project that carries over into the M-factor and is identified in the tables in G-Staff 4.

MR. GARNER:  So just so I am clear, the project is in the M-factor account numbers, like the calculation of the dollar figures in the M-factor that we look at, and this externally driven capital variance account captures the variance between that dollars that shows up in your M-factor calculations of projects?

I am just trying to figure out actually how this is working.  That is all I am really trying to do right now.

[Witness panel confers.]

MS. BUTANY-DESOUZA:  The Bathurst project, which is a M-factor project, would be part of the CIVA.  Any other externally driven capital is separate and apart from that, and is part of the EDCVA.

MR. GARNER:  Those two answers you just gave me seem a little bit at odds with each other.  Maybe I will say it this way.

So there is the Bathurst project, it will be in the M-factor and it would attract the rate rider, is that right?

MS. BUTANY-DESOUZA:  Correct.

MR. GARNER:  But does this account for something else? Let's say York region says we need to do X, and you say okay.  So it is not in the M-factor.  We're putting this into this externally driven account and we're going to track it here and do the variance.  I am a little confused.

MS. BUTANY-DESOUZA:  Yes, the way that you have articulated it is correct, that Bathurst, which was a known project which was the next or final phase of that project is identified in the M-factor.

MR. GARNER:  So it's in the CIVA for its variance.

MS. BUTANY-DESOUZA:  Yes.

MR. GARNER:  And this captures other stuff, it's not identified...

MS. BUTANY-DESOUZA:  The unknown.

MR. GARNER:  The unknown.

MS. BUTANY-DESOUZA:  Correct, which goes back to your proposition in the 2019 rate application.

MR. GARNER:  Right.  So my question, which I admit wasn't very well articulated, I was asking myself this thing.

So why not -- not that I am really inviting it, but why not all of the other system access type projects that are also beyond your control, why not all of that sort of type of project, you know, where you are going to get a subdivision, where you are going to get back stuff, et cetera, why wouldn't those also by principle just be attracted into the same type of thing?  Do you know what I mean?

MS. BUTANY-DESOUZA:  In our experience, the great unknown, if you will, has been the road authority-related work, and that is why this account for externally driven capital is limited to our experience related to that.

MR. GARNER:  Okay, that's fair.  And as I understand it, the way you limited it was you were tying it to whatever that Public Road Work Act --


MS. BUTANY-DESOUZA:  PSWHA?  Public Safety --


MR. GARNER:  Right.

MS. BUTANY-DESOUZA:  -- Work and Highway Act?

MR. GARNER:  Okay.  Thank you.  That is all of my questions on that, thank you very much.

The next place I have questions on -- I'm sorry, I've just got to find what the IR is, but it's where you provided -- it is 3 VECC 11.  And this is where you provided the debt rating documents.

And I was -- a couple of things in here that I wanted to ask you about.  One was that if you go to -- and I am going to give you the PDF page in my interrogatories.  It is PDF 20, but it is page 6 of 3 VECC 11, attachment 1, and I think it is page 6.  I think this is the page.

It is here.  You can stop there.  You just passed it.  You will see capital spending of about 345 million in this.  And there is another page in this report too that seemed to -- and I could be wrong -- but seemed to -- the rating agency seems to expect a much higher level of capital spending than in fact you are proposing in any one of your years, and I was curious about that.  It isn't in the subsequent two ratings, but in this rating it is.  And it seemed to show a level -- in fact, if you go to page 5 in the financial risk significant, it says:

"After incorporating capital spending averaging Canadian 350 to 400 million."

You will see that in the second line.  That seemed to be much higher than your capital spending.  And I was curious where that number -- how that number arrives in this reporting agency's report.  Do you have any idea?

MR. BASILIO:  I hope so.  It's an Alectra Inc. consolidated number.  It is before capital contributions.  And it would additionally in this year include some significant amount of transition capital, CIS ERP integration.

I can also tell you that the rating agencies add a bit of contingency.

MR. GARNER:  Right.  Okay.  And I don't see it in the other two.  Thank you, Mr. Basilio, that actually explains why I don't see it later.

Now, one of the other things I noticed in these -- all of these ratings -- and I can bring you to a number of spots, but -- we can take it subject to me pointing out those places, but is that while -- the rating agency generally is looking at your funds available for operations over debt.

And each one of them go through that, and they each look at the sort of saying 11 to 12 percent range is what they're looking for.  And when I read these three reports I didn't see anything that indicated their concern with respect to your capital program funding.

And in fact, in the latter one I noticed that they do a synopsis of the last time that you were -- the Board modified your proposal, but I don't see anything that indicates that they feel there is any increased risk to the utility.

Am I reading wrong or do you read it differently than me?

MR. BASILIO:  Well, you know, a significant part of their ratings, at least half in S&P's case around the business profile, relates, you know, relates to the regulatory environment, and, you know, just and prudent rate-setting, those sorts of things.

So while I would agree that they're -- I mean, they articulate their concerns, right, if this happens, if that happens, you know, their rating could go down or in an unusual case the rating could go up.  But here we do have discussions about Board outcomes on decisions.

And I think they did have some concern with respect to the last two decisions.  Not enough to have an impact on the rating.  And we spoke a little bit about our plans to file M-factor, you know, looking for a different basis to get more stable funding.  But, you know, it's some of the nature of the discussion.

Certainly the credit quality of the utility in this rating report did not deteriorate, you know.

MR. SHEPHERD:  Can I ask -- are you finished with the rating reports?

MR. GARNER:  You go ahead, Mr. Shepherd, please.

MR. SHEPHERD:  So when you say they had some concerns, is that DBRS or Standard & Poor's that had concerns?

MR. BASILIO:  Well, both of them would be looking for updates on the outcomes.  We expressed some concerns to them about what we got out of the last two cases.

And, you know, so, I mean, general concern about the trend of the last two cases I would say was discussed.

MR. SHEPHERD:  Okay.  So I am looking at the DBRS June 27th ratings report, which is attachment 4.  And I am at page 7, which talks about what you got in your last two cases.

Can you show me there where they express concern?

MR. BASILIO:  They didn't express concern in the report.  We had discussions around those two rate cases.

For them, this wasn't -- this isn't -- it is simply not enough to change their view of the credit profile of the organization.

MR. SHEPHERD:  Well, I am trying --


MR. BASILIO:  Their expectation, of course, the premise underlying that is that we're going to have enough cash flow and we're going to manage our affairs in a way that continues to support that level of credit quality.

And part of that is, you know, management seeking to get just and reasonable rates and balancing that against what it can afford to fund in terms of capital.

MR. SHEPHERD:  So can you show me where they said that?

MR. BASILIO:  They don't say it anywhere.  That's just, if I may, Mr. Shepherd, that is probably rating 101.  When you go to get a credit rating, a lot of it is predicated on the future.  DBRS's methodology is a little heavier weighted on business profiles.  It relates to regulated utilities.  So the regulatory regime is certainly very important.

And the other 40 percent is largely along financial profile ratios, you know, cash-flow volatility, that sort of thing.

MR. SHEPHERD:  I am very familiar with ratings reports, and I will tell you that page 1, they do comment.  But what they say is the stability and low risk of the company's electricity distribution business is underpinned by a reasonable and supportive regulatory regime in Ontario which is regulated by the Ontario Energy Board.

And in fact, that is the same report in which they report what happened in 2018 and 2019.

MR. BASILIO:  I would --


MR. SHEPHERD:  So that is not consistent with having concerns, is it?

MR. BASILIO:  We're not disagreeing, Mr. Shepherd, on what the report says.  The report says what it says.

I am talking about our discussions that we have with the rating agencies that lead to their outcome here.

MR. SHEPHERD:  So they have concerns that they don't put in their reports to their customers?

MR. BASILIO:  No.  We shared -- Alectra shared a concern with them about its last two rate cases, and there was a discussion around that.

MR. SHEPHERD:  And they reported the two rate cases and said "a reasonable and supportive regulatory regime".  That doesn't sound like they shared your concerns --


MR. BASILIO:  I think that is a more broad and generic statement around the regulatory regime, Mr. Shepherd.  It is not specifically related to two rate outcomes around $80 million of capital on a 3.2 billion rate base.

MR. SHEPHERD:  But -- and Standard & Poor's says the same thing about the OEB, right?

MR. BASILIO:  They do, absolutely.

MR. SHEPHERD:  And they also don't express any concern about your failure to get money that you say is absolutely necessary.  Did they?

MR. BASILIO:  Well, they don't, but again, you have to consider the totality of that, of those two outcomes, to the materiality of the Alectra balance sheet and its cash flows.

MR. SHEPHERD:  Well, didn't I hear somebody say in the presentation day that this is a -- this is some sort of inflection point at which it is really critical that you get this money?

MR. BASILIO:  It is critical that we get the money.

MR. SHEPHERD:  But the rating agencies don't agree, do they?

MR. BASILIO:  Well, this is -- I mean, there is an issue of sustainability here, and that is to have -- the rating agencies -- their basis for asserting a stable regulatory regime is on the premise that just and reasonable rates will support prudently incurred capital.

MR. SHEPHERD:  Well, actually where does it say that?  Because my experience -- and maybe you will tell me I am wrong, perhaps -- is that they express opinions on regulatory regimes based on the experience they've seen in how that regime acts.  Is that right?

MR. BASILIO:  But at the end of the day...

MR. SHEPHERD:  Is that right, first of all?

MR. BASILIO:  Well, I mean, I have been doing this a very long time as well, acting as the CFO and managing the credit quality of a very large balance sheet.

And what I would suggest to you is that -- and remember that rating agencies are acting as proxies for lenders and I am going to tell you from a lender perspective, it is all about cashflow and future cashflow and stability of cashflow.

So those are things that are going to underlie.  I mean, if you look at -- have a look at, there's plenty of S&P methodology.  I mean, any way...

MR. GARNER:  Sorry, Mr. Basilio, if you don't mind me jumping into my line of questioning here.  On the issue of cashflow, that is one of the things I was actually asking about.

They seem to indicate the -- I think it's called FFO to debt is what they're doing.

MR. BASILIO:  Yes.

MR. GARNER:  They seem to be targeting around 11 to 12 percent.  What I notice from report to report is they continue to basically say that is achievable and that is basically -- there's no change in that.

And that was one of the things I was asking you about.  They weren't projecting any change in that themselves looking at it.

MR. BASILIO:  I think 11 to 12 is actually a little low for an A rating.

I think the premise here -- and I go back and look at the reports -- is S&P's bright line would be 12 to 13.  I think what they're accepting in these first few transition years, it is going to be a little lower because of the transition costs are a drag on cashflow.

But, you know, essentially trending out, we're certainly trying to maintain or improve upon, you know, those levels of FFO to debt.  That is a key metric for me as well in managing the balance sheet, to try and -- you know, it's a balancing act, right.

We're here.  We've got a lot of capital that we're asking for.  We need the support of cashflow.  We're going to have to borrow to support that level of capital expenditure.  We need support of cashflow.

It is a balancing act to try and manage the FFO to debt ratio.

MR. GARNER:  I will move on to a general topic, if I can.

I am a little confused after the technical conference, I have to tell you, as we go through this, because when I've read Mr. Lyle's work, for instance, and I looked at your work, originally the impression that I was left with is the M-factor is being proposed in order to deal with a particular objective, which is to keep the utility's service reliability from degrading.

And you specifically have highlighted, as we just saw, the -- I always get the acronym wrong XLPE, the underground cable.

MR. BASILIO:  Cross link polyethylene.

MS. BUTANY-DESOUZA:  Ethyline.

MR. BASILIO:  I was close.  I'm the accountant on the team, though...

[Laughter]

MR. GARNER:  Right.  But as I have listened to you today, I have actually heard something a little bit different, which is the M-factor isn't particularly -- well, that's a good outcome.  There is nothing wrong with that, and it is certainly an objective

But in fact, the objective is to support the Distribution System Plan, because a number of the projects you have in there -- without opining on whether they're good, bad, or indifferent -- have nothing to do with reliability.

Take the electric car stuff.  That's not going to change your reliability.  It may be an enhancement, it may be good, it may be not.  But it is not particularly dealing with outages and reliability issues.

So have I got that correct?  This isn't about maintaining reliability per se.  That is not a bad thing, don't get me wrong, but is that a way to look at this?

MR. WASIK:  So, Mr. Garner, there are projects in the M-factor that provide reliability benefit.

MR. GARNER:  Absolutely.

MR. WASIK:  What we did is in selecting which projects go into the base rates, we valued the ones that provide the reliability benefit.

The comment about the improvements in terms of addressing some of the worst performing areas, that's a comment about the DSP.

So what I think is helpful here is that we put the plan together.  It is one plan, and the first focus area was to address the deteriorating underground system, and there's four others we talked about today.

But when we put that plan together, that plan was first put together.  Then we took a look at what was available in terms of funding and some of those projects that are in the M-factor do have some reliability benefits, but they're still required and are still mandatory for us to -- excuse me, necessary for us to move forward with.

MR. GARNER:  Well, you have some projects, the blockchain.  Is that somehow going to improve your customer's reliability, blockchain?

Alectra drive at home; does that improve your customer's outage performance?  Is that what that program is for?

MR. WASIK:  So there are, as you know, emerging technologies that Alectra, as a distributor, has to take into consideration to properly plan and have the system ready.

So we heard earlier today that electric vehicles are a technology that is going to have an impact.  We recognize that there are some potential benefits, but also some potential negative impacts that we have to study and understand.  And we feel that a good investment in terms of studying that through integration of electric vehicles is a prudent and appropriate planning investment to include into the system.

MR. GARNER:  I understand that.  I don't want to cut you off, but I do want you to get home as early as you can.

I am not actually arguing with you the benefit or not of electric drive for the workplace at all. I am just asking you at this moment, the program is not being projected -- this M-factor is not being projected to the Board on the sole purpose of maintaining, or improving, or doing system reliability.

It is doing that.  I'm not going to argue with you that you are not trying to attempt that.  But it does have other aspects to it.  You are supporting a distribution system plan under this, aren't you?  Isn't that your objective?

MR. WASIK:  Yes, that is correct.

MR. GARNER:  As I understand it, the way you see the world -- and I am not going to argue whether it is good, bad, or indifferent -- I would be correct to say there were two decisions out of the Board on ICM that were unsatisfactory to you, not just the last one, but the one before that, is that correct?  They didn't meet your expectation of what would happen to a utility like yourself, not just in the last decision, but in the ICM before that decision.  Would that be correct, too?

MS. BUTANY-DESOUZA:  That is correct, the 2018 and the 2019 decisions.

MR. GARNER:  And the 2018 decision, that one happened -- that was, I think, April 6th to 18 was the Board's decision on that, right?

MS. BUTANY-DESOUZA:  That is the revised date, yes.

MR. GARNER:  Yeah, right.  When did you acquire Guelph?  When did that happen?

MS. BUTANY-DESOUZA:  January 1st, 2019.

MR. GARNER:  So subsequent to that, after that decision.

So one of my questions is, whatever the merit in this program is for Alectra saw Guelph, weren't your eyes wide open when you went in to take Guelph as to what the Board might treat for the purpose of capital expenditures?

Like you had gotten at least one decision already out of the Board.

MR. BASILIO:  That's an excellent question, and the reality in the Guelph transaction is ICM was not terribly significant to the business case for that merger.

MR. GARNER:  So would it be -- I don't want to say illegitimate.  I know you probably wouldn't desire this, but would it seem unreasonable to you if the Board said, well, you know, everything is fine except the Guelph projects; you need to pull those out.  Guelph is -- that's your issue, not ours.

MR. BASILIO:  But --


MR. GARNER:  What is wrong with that line of argument?

MR. BASILIO:  I understand where the question is coming from.  But, you know, the reality is that conditions change in the normal course.

I think we should be able to -- I think we should be able to fully take advantage of Board policies.  You know, I mean, they're...

MS. BUTANY-DESOUZA:  Mr. Basilio is correct.  We fully believe that we should be able to take advantage of OEB policy and while the ICM or variation was not central to that business case, the bottom line is that as a consolidating distributor staying out for 10 years, we will still have ongoing capital requirements.  And that is reflected in the M-factor riders for Guelph.

Now, they're not as great for sure as the M-factor riders or the list of capital projects for each of the other rate zones, but I mean that just goes to show that we've identified -- this is a needs-based project list.

And specified two rate zones, to the rate zones, such that customers in those specific rate zones are paying for the projects that serve those customers.

And as you will see in G-Staff, in the response to
G-Staff 4 that breaks down that project list, the list is much shorter for Guelph and therefore the bill impacts similarly are -- while the bill impacts generally are quite small, they are even smaller for Guelph.

MR. GARNER:  Okay, thank you.  And one other question; I'm jumping around a bit.

If the Board were inclined to agree with something called M-factor or something, but asked that you modify your priorities in order to deal with those priorities that deal with system reliability and that -- we've asked questions, Staff asked questions.  I think we did them about priorities.

You seemed very resistant to the idea of doing that.  Are you or is that possible?  How would that -- how would you see doing that?

MR. BASILIO:  Well, I mean -- and I think it is important for our engineers, you know, for Max and Tom, but for me I would be very concerned as the Energy Board providing a decision trying to articulate to a management team what its priorities should be in a capital program, because in fact it usurps the role of management and the Board of the corporation.

This is why it is very difficult for us to comment on, you know, if we cut you by $50 million how are you going to reprioritize things.

It is very much a balancing act, running a large corporation.  There has to be cash flow to support investment.  You know, we've got a very experienced team that's developing the priorities for the organization.

So, you know, if the Board renders a decision and says very specifically and a lot of granularity, look, we're giving you this capital and you have to do these kind of things with it, then I guess that is a Board order, and, you know, we would have to think about, what are the implications of deviating from that order.

And on reflection, Mr. Garner, it is pretty difficult to answer a question like that, you know, but hopefully, you know, the things I am considering here will give you some insight into, you know, just how difficult it is to on the fly kind of try and run scenario analysis on a distribution system plan that's been put together over a long period of time by, you know, engineers, you know, using the tools that they're -- I don't know, Max, if you've got -- Tom, if you've got anything to add to that?

MR. CANANZI:  I think Tom does.

MR. WASIK:  Yeah.  To add to that, when we endeavoured to put this plan together, we started with trying to understand what the needs of the customers and priorities of the customers were, and so everything was built from that direction.

And then we took a look at the internal studies and external demands.  And so there is a need for us to be balanced and comprehensive in terms of making sure we incorporate everything and it is not just focusing on one or two key areas and ignoring the others, because unfortunately if that happens the system itself falls apart.

So everything is interconnected.  We need to consider that, you know.

One example is that, yes, there are fleet vehicles in the M-factor projects, but those investments are necessary, because those are the tools, the vehicles that we need to do the work.

So there is a dependency there in terms of, we need to have the -- we need to have specific elements of the investment so we can do other parts, and everything is connected and has been considered.

MR. GARNER:  I was going to get to vehicles, and I'm glad you brought it up.  I only have one other question, because I've made a promise to Mr. Keizer to get out of here.

So on vehicles it is an interesting question, isn't it, that if you don't get your M-factor or something for vehicles, isn't in the alternative what happens is, just like my rundown old minivan, is you take it to the garage and you put maintenance into it.  Isn't that the option that you have?  I mean, some vehicles I know don't -- eventually run out of steam, but really, what the substitution effect for vehicles is that you actually increase your maintenance costs for those vehicles.  Isn't that what would happen?

MR. WASIK:  Mr. Garner, in our evidence in terms of the A-19 of the DSP clearly explains that that is what we have been doing.

But there is a point upon which maintenance is no longer a feasible and economic solution --


MR. GARNER:  If you have seen my minivan you can go a long time.

No, I take your point.  I am just kidding with you.  That's fine.

And the final -- sorry.  I am just looking at my notes.  So if you would like to continue, I am just looking at my notes to make sure I've got the...

Oh, and it is to you, Mr. Wasik.  If you go to 4 VECC 13.  It is -- we talked about the health indexes that you do in your plan, I think.

And I don't have the IR up myself either, so if we -- I think I am hoping it is this one.  We basically ask you about the predictive value of the health indices.

And I think you respond that the health indices -- you can't do a predictive value, you can't find a predictive value from those health indices.

So the question I have for you is, as you are doing these other investments, whether it is vehicles or cable, whatever you are doing, how do you know if you can't, if you don't have a predictive outcome from your investment?  How do you know if your investment is effective or doing anything effective?

MR. WASIK:  Well, we have done our best to understand our current state of all of our assets, which include our fleet.  So the plan that we have in front of you for consideration and the Board's consideration in terms of the DSP focuses on addressing the known issues that we have now and addresses -- it is the backlog of the deteriorated assets.

So the main focus of our plan is to address the current known issues.  And we do try to understand and anticipate what the volume of the next wave of assets that are coming due, but right now our main focus is to deal with the deteriorated assets and address those first, and that is the main priority of our focus.

MR. GARNER:  What I don't really understand -- and you wouldn't be the first utility that I have asked this question of -- is when you do those health indices that you are showing, it would seem to me -- there's bar charts.  I don't have them in front of me.  You may remember them, you know, poor, very poor, whatever they are.

It would seem to me that in each year of your program you are able to provide a predictive chart, because you are replacing so much of your plant, et cetera, that sort of thing, but you seem to be saying is, no, I can't provide any predictive charts so I can't say after five years of this program 80 percent will be very good now and that sort of thing.

I am wondering, A, is that a goal, and if that's a goal, when is that goal going to be at least partially achievable?

MR. WASIK:  So I will try to make it simple and light --


MR. GARNER:  Simple --


MR. WASIK:  -- we have a little bit of time.

I would identify that there are three general phases of asset management.  The first phase is built around schedules.  That's historically what utilities did, is they just replaced things on a schedule on a time.

Now we've evolved to looking at condition, which is, we're evaluating, inspection, testing the equipment, and understanding their current status and what their health is and giving them a health grade.

The next phase is developing some type of predictive methodologies based on risk.  Now, what that requires is a substantial amount of historical data.

You want to build life-cycle asset models, and we talked about that in our responses to many of the AMPCO, but that requires us to start building a lot of failure data, continuous testing, so we can see the degradation of particular assets and a lot of data analytics.

And we have began that path.  We have started -- as we mentioned, we brought the asset condition assessment process in-house under Alectra.  We now have engineers who have focused on this area, and we are continuing to build that, but the big element that is required for us now is to start building the failure data, because now as a larger utility we have a larger sample size to statistically be able to better model when those predictive failures can be modelled properly with good statistical accuracy.

MR. GARNER:  And do you have a time line for that?

MR. WASIK:  We think that is something doable within the next three to five years.

MR. GARNER:  Right.  Thank you.  Thank you, panel, those are my questions.

MR. MURRAY:  So that will be all for today, and I look forward to seeing everyone tomorrow at 9:30.
--- Whereupon the hearing adjourned at 5:00 p.m.
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