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Tuesday, October 8, 2019
--- On commencing at 9:31 a.m.

MR. MURRAY:  Good morning, welcome to day 2 of the technical conference of Alectra Utilities' 2020 rate application.  I am going to now turn it over to Mr. Oakley, OEB consultant.
ALECTRA UTILITIES CORPORATION - PANEL 1

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

Gregg Lyle.
Examination by Mr. Oakley:

MR. OAKLEY:  Good morning, panel.

MR. CANANZI:  Good morning.

MS. BUTANY-DESOUZA:  Good morning.

MR. WASIK:  Good morning.

MR. OAKLEY:  I am going to have a few different areas of questioning, but I would like to start out with underground cable replacements and treatment.

If you could look up G-Staff-24, there is Table 1.

MR. WASIK:  I am with you, Mr. Oakley.

MR. OAKLEY:  Would it be possible to put another row on this table that provides the number of cable failures in which a second fault occurred on the same loop prior to the repair of the first fault?  Do you track that sort of information?

MR. WASIK:  No, that would not be possible.

MR. OAKLEY:  We're just trying to get a sense of how frequent that sort of thing is, because it was alluded to as being an important factor.  Is there any way you could indicate how frequent that is?

MR. WASIK:  No, there's no tracking of secondary or -- secondary failures like that.

MR. OAKLEY:  Okay, thanks, well, I guess we will move along.

If we could look at G-Staff-22.  I think the answer is it would be to AI.

MR. WASIK:  We're with you, Mr. Oakley.

MR. OAKLEY:  Has Alectra carried out a cost-benefit comparison that explores the trade-off between increased costs due to repairs that must be carried out on emergency versus a planned basis, and the increased costs due to lost cable associated with preventative or premature replacement of the cables, so each of those would have a cost.  Have you looked at that balance?

[Witness panel confers]

MR. WASIK:  Mr. Oakley, just give me a second.  I've got a response that I am going to reference you to that provides an explanation.  Just one second for me.

So Mr. Oakley, as we explained in our response to Energy Probe 22, Alectra Utilities does attempt to repair the cable when it attempts to address failures of cables.

So the strategy, in terms of managing cable failures, is addressed through two different processes.  The first process is that we try to rehabilitate the cable through injection, but once the cable is past a point of deterioration we replace it.

And when a cable failure does occur, we do repair it through splicing and correcting it.  Only at a point where the repairs are no longer being able to address the reliability of the cable do we move to either rehabilitation -- if the rehabilitation is not a viable solution we move to replacement.

We also explained that in details with respect to how we address that for underground cables in the DSP.  It is on page 233, which is on Exhibit 4, tab 1, schedule 1, where we talk about the strategies that we've applied, in terms of the planned replacements.

So to do a comparison of just repair versus a replace, it is not a proper comparison, because we do continue to repair until a point where replacement is necessary.

MR. OAKLEY:  Yes, that's a little bit different than the question I was looking for, which was just the -- if a cable is taken out prematurely on a scheduled basis, there is a loss of life.  You don't know when it would have failed.  Obviously there's a trade-off between doing it on a failure -- real-time emergency sort of failure, versus the loss-of-life value that ratepayers are going to get out of that cable, and I was just wondering if you actually evaluated that or done a business case, but it sounds like that is not what the answer was about.  So...

MR. WASIK:  No, Mr. Oakley, but I would offer that there is a process we use with respect to addressing the cables.

And so all of the cables that we plan to address through this DSP are in areas where there has been failures or multiple failures.

So these cables have already been repaired and have already been addressed.  We've got to the point where the backlog of the deteriorated cables is so bad that we're having a difficult time keeping up with addressing all those areas.

So most, if not all, of the projects that we have identified for cable replacement are in situations where rehabilitation or repair is no longer a viable option and the appropriate option is to replace it, and we've provided that analysis in each of the business cases for the cable replacements.

MR. OAKLEY:  Okay, thanks.

If we could move along to G-Staff-26D.

MR. WASIK:  One moment.  I'm with you, Mr. Oakley.

MR. OAKLEY:  Okay.  Could you confirm that once you know the type of the cable, its installation configuration, like whether duct or direct buried, and if it has ever been injected, the only other cable condition factor Alectra considers is age.  So age is really the unknown or the variable once you kind of know where the cable is and what it is made of?

MR. WASIK:  So that previous reference that I showed you, in terms of our cable replacement approach, does look like -- does look at the type of cable, how it has been installed, the number of outage events it also includes.

So we also take into account the previous history of performance of that cable and the number of failures when considering prioritizing, identifying which areas to first focus on.

So in addition to age we do -- and the demographic of the cable we also do look at the previous location -- the previous failures, as well as the location, in terms of the number of customers and the various criticality of the cable to the system.

MR. OAKLEY:  Okay, thanks.  And just given that, could you confirm that Alectra and its predecessors would have had all that information for the respective underground cable fleets -- this is prior to amalgamation even -- so the required cable replacement rates for the forecast should have been known and anticipated for years prior to the amalgamations?

[Witness panel confer]

MR. WASIK:  So Mr. Oakley, as we explained in the DSP, we have applied this particular process in Alectra uniformly.  Relative to the predecessor utilities, some of this information was used, and so we were aware that there is a growing volume of underground cable that is coming due for renewal and we have planned properly to prepare and get ready to address that incoming increase, in terms of the number of cables.

But the issue at hand is that we currently are dealing with a large backlog of deteriorated cables that we need to address before we move on to looking at the next wave of underground cable.

MR. OAKLEY:  Okay.  So you have applied a different mechanism for analysis and prediction at this point than would have been the case with the predecessor utilities?

MR. WASIK:  We have evolved our practice proportionate to what we have, in terms of a need, and what we anticipate the need of the renewal over the next five years.

So we have built upon the models and built upon the practice, in order to prepare proportionately with what the need of the investment is.

MR. OAKLEY:  Okay, thanks.  Could we move to G-Staff-28?

MR. WASIK:  I'm with you, Mr. Oakley.

MR. OAKLEY:  Could we look at table 1?  Could you confirm that table 1 shows the biggest underground cable performance deterioration happened between 2014 and 2015?

MR. WASIK:  Can you help me understand what you are comparing, in terms of the -- is it number of outages?

MR. OAKLEY:  If I'm looking at the proportional change in number of interruptions or outages, the big change happened between 2014 and 2015.

MR. WASIK:  So from 2014-2015, we did experience an increase in the number of outages and the duration of outages.  But I should also bring to your attention that we've also experienced a similar type of increase, almost proportionate similar from 2017-2018.  So it is an ongoing issue for us.

MR. OAKLEY:  But if I was to look at the trend since 2015, the rate of deterioration or performance of deterioration is relatively unremarkable compared to the change between 2014 and 2015.  I mean, there may be a trend, but it's a pretty minor trend.

MR. WASIK:  So, Mr. Oakley, I would not agree to that because if you looked at the change per year in terms of the customer hours of interruption, both years experienced a 20 percent increase.

So from the impact on the customer interruption hours, both years experienced a similar increase.

MR. OAKLEY:  But that's a year over year change.  I'm talking about a trend, a multi-year trend.  If I was to look at 2015-2018, the multi-year trend is certainly far less than 20 percent.

MR. WASIK:  One of the things that we have to consider in that context for a comparison is that Alectra has been trying, and the predecessor utilities have been trying to address these specific issues in 2015, 2016 and 2017.

The issue at hand is that the rate of replacement or rate of renewal isn't keeping up with the rate of deterioration, and that has put us into the position we're in now.  We're falling behind on the number of cables and are growing the backlog of deteriorated cables in the system.

MR. OAKLEY:  I guess if we could just refer to G-Staff-104, and this is table 2, actual spending from 2012 to 2018...

MR. WASIK:  One second, Mr. Oakley, I need to turn to that.  Can you please give me the reference once again, please?

MR. OAKLEY:  It is G-Staff-104B, table 2.

MR. WASIK:  I'm with you, Mr. Oakley.

MR. OAKLEY:  So if I was to compare the deterioration in performance versus the spend rate here, we would see in 2012, for example in underground cables, you spent 13.7 million as, you know, the predecessor utilities would have spent about 13.7, up to about 40.8 million in 2018 and then a forecast of 81 million in 2024, which is about six times more than was spent in 2012.

And notwithstanding that, there may be some performance deterioration.  A six times spending increase is rather remarkable in that category.

MR. WASIK:  So, Mr. Oakley, the increase in an underground renewal is proportionate to the increase of the underground renewal needs, and it reflects the exponential need of us addressing the cables that have come due for renewal, as well as those that are anticipated to come due over the planning period.

A really simple way of looking at that particular need, Mr. Oakley, would be to go back and take a look at the demographics of the cables by condition, and reflect that those particular cables -- as I can turn your attention to page 6 of the DSP, in Exhibit 4, tab 1, schedule 1.

So what that reflects is that as you can see, the cables that are of older vintage, Alectra and its predecessor utilities were beginning to address those specific assets as they were coming due.

But those particular volumes have been increasing over time, and that is what you are seeing in terms of the investment levels, is that they're growing proportionate with the needs of the particular system.

I believe Mr. Shepherd yesterday raised that, that, you know, in due course of a utility, there are asset categories that come due and Alectra installed a significant volume of cables, starting in the late 1960s and mostly in the 1970s and 80s, and that is the general premise of our plan, is that we recognize that these cables are due, are coming due, and we're seeing an increase, an exponential increase and the need for this.

What we have done is we have paced the renewal needs of our underground to be proportionate to that. So you see an increase from 2012 all the way through 2019, as we tried to do that.

The issue at hand is that as we've increased the plans to do that, unfortunately funding has not been available for us to complete that particular plan and we're falling further and further behind, and the volume of deteriorated cables is actually causing us to fall further behind.  That's why we're seeing increases in terms of the defective equipment failures.

MR. OAKLEY:  Okay, thanks.  Could we look at G-Staff-29?

MR. WASIK:  I'm with you.

MR. OAKLEY:  There will be some tables that show the relative improvement in SAIDI and SAIFI indices per million dollars spent.

MR. WASIK:  That is correct, yes.

MR. OAKLEY:  Could you confirm that reliability performance improvement is the primary driver of the underground cable replacement and treatment programs?

MR. WASIK:  Mr. Oakley, as we explained in appendix A10 of the DSP, which is reflected on page 1 of 58 of Exhibit 4, tab 1, schedule 1, the primary driver is the failure risk, and the secondary drivers are the reliability, functional obsolescence, and safety of the equipment for the underground replacement.

So, yes, reliability is one of the key drivers for underground rebuild, but there is other elements, in terms of improved efficiency and improved safety, that are expected outcomes of these investments.

MR. OAKLEY:  But the primary driver would still be reliability performance?

MR. WASIK:  That's correct.

MR. OAKLEY:  Yes.  I note that there are a couple of orders of magnitude of difference in the efficiency delivery of these performance improvements.  If I go -- for example, if I look at project 151436, is a cable injection at Winston Churchill and the College Way.

There actually is -- I imagine that it's been rounded off off the table here, but it is 00000 SAIFI improvement per million dollars spent.  And there are some others, 151465, cable replacement, Mississauga left-behind cable, 0.00003 SAIFI improvement per million dollars spent, 151436 cable replacement, Cook Street and Steel Street, 0.00008 SAIFI improvement per million dollars.

But if we look at some others, the other end of the spectrum, 151 -- oh, I must have the wrong number.  I have duplicated this here, but it is the cable replacement at Rathburn Road shows SAIFI improvement of 0.00341 per million dollars spent.

So this is sort of two orders of magnitude more than the other book end.  And so there seems to be quite a spectrum of value for -- produced for money spent here.  And so it is hard for us to look at these and see them as sort of being that uniform really critical replacement need when in some cases there's extremely little apparent change in your SAIFI per million dollars being spent.

And the same is true with SAIDI, actually.  I could pull those numbers up as well, but it seems to be roughly parallel.

[Witness panel confer]

MR. WASIK:  So Mr. Oakley, the units of measure provided in the table were responded to the question.  The -- it is difficult to get the granularity when you look at the impact of SAIDI relative to millions of dollars.  So that's why you're seeing that the numbers do get truncated and rounded off.

There are benefits, in terms of reliability to the local area, that may not always translate in an overall improvement to the system.  So even though these particular projects were designed to address specific needs and specific areas, those customers will see a benefit, but because it may not be a large number of customers, nor because those particular customers may not ultimately change the overall system average, we have reviewed and addressed these specific customers who have had multiple outages.

So our view on it is that these projects, in fact, do address some of the worst performing areas of underground cable.  They may not move the needle on the overall SAIDI and SAIFI, but these customers will see value and benefit, and we have recognized the need to go through with some of these.

In some of the projects, you know, we are looking at rehabilitating cable before significant deterioration takes place, and so the benefit of injecting the cable is that if you can complete that rehabilitation before significant number of failures do occur, that provides the greatest value in terms of that rehabilitation option.

And so you are going to see different magnitudes of reliability benefit by each area, which is also weighted by the cost of the project.  But in this particular case we also recognize that all of these areas, to some extent, have been experiencing reliability issues, and it will -- it will help those particular customers.

MR. CANANZI:  Mr. Oakley, I would like to add something to that.  I've never really quite seen a table quite like this, and I don't know how we could make decisions out of it.

We're talking about a very large system, over one million customers, and, you know, some of the cable replacement projects are for, you know, relatively modest kilometres, maybe, you know, less than a kilometre of line.  It has impacts.  It has customers connected to those lines.  And, you know, it may cost us $2 million to replace that kilometre of line and all of the associated benefits that those particular customers in that street or that neighbourhood would derive from that.

But the total impact of having, you know, 100, 200, 300 customers and making it relative to system averages of duration and frequency over a million customer base makes these numbers extremely small.

So I don't know what information we could really glean off of this table, you know, to actually get something -- you would have to, you know, get something that is a little bit more meaningful, a bit more local, a little bit more regionalized.  I mean, we're talking about a very large system.

To the extreme, if we were a utility with only one circuit and had one run of cable, anything we would do to that cable, any money that we would spend to that cable would have a dramatic effect on the duration and the frequency, if you follow my point.

MR. OAKLEY:  I do.  I am just pointing out that there is two orders of magnitude shown in these tables for the relative reliability efficiency improvement, and it is sort of like -- if cost wasn't an issue, I think that is a perfectly reasonable argument.

We don't put controlled intersections, cloverleafs, at small streets, even though it might benefit some of the local people, because cost is an issue, and this is why there are controlled intersections with streetlights where you say, well, I wish there was an overpass here but cost is an issue.

So I am just trying to understand, the range of this cost efficiency is so broad, two orders of magnitude is really quite significant, and I was just hoping to get a better understanding of it, and I appreciate the explanation that there are local people that certainly would be affected, I guess just looking at the cost efficiency of your spend, you are not getting reliability improvement.

I mean, if you have a couple of customers and you do a small fix you should see a smaller project to fix that, as opposed to if you have a lot of customers in the long run it would be a more expensive project, but you would still sort of be in the same order of magnitude, you would think, of the efficiency of delivering that reliability improvement.

And I appreciate the explanation.  I am not sure that it totally clarifies the situation, but I understand.  We should move along, I guess.

Do you have a lower bound of efficiency or cost-effectiveness that you would say below this point a project would be marginally cost-effective to do, it really doesn't make sense?

MR. WASIK:  Are you referring just to the underground cables, Mr. Oakley?  Or are you referring to more of our project selection and business-case selection process?  Because I can explain to you the practice we have relative to our overall projects.

MR. OAKLEY:  Well, I was thinking more about underground cable, because it really is the elephant in the room, sort of, in this proposed spend.

So I just wanted to understand if there is a threshold where you say, below this point we wouldn't really spend.  We will let the thing run to fail.

MR. WASIK:  So Mr. Oakley, we approach management of the distribution system with an obligation to ensure that our customers have reliable service.

So, you know, I would clarify that cost is always an object.  We do not just approach any of these particular investments as if, you know, they all must be done.  We look at the most effective and efficient ways to address these specific issues.

So that is done through proper planning, and we have articulated that through our explanation of how we selected these particular areas in Appendix A10, and that is why we came up with a two-tiered approach in terms of in some cases you rehabilitate the cables because that is a much more economic and effective solution, but in some cases where there is no other option and the cable is failing and deteriorating, we must find the most economic way of addressing that, and that is through cable replacement.

So, you know, every particular project that is on this list has been reviewed and selected, in terms of the most effective way of addressing it, and we have come up with a really robust manner in terms of identifying, selecting which solutions, making sure that those particular customers receive a reliable service, because we need to make sure that all of our customers receive reliable service, even those that are in larger subdivisions with three to 400 homes, and sometimes in situations where customers may be in a smaller enclave that has 20 or 30 homes.

We still have to service all of our customers and that is our duty and responsibility.

MR. OAKLEY:  Okay, thanks.  Do you have a list of projects that you eliminated from consideration because they were not cost-effective?

[Witness panel confers]

MR. WASIK:  So we did provide, in our response to an AMPCO question, that there are projects that were not selected; they were removed.  So I can bring up that reference to you, which explains which particular projects were not selected.

But in terms of the underground cable, which I think is much more helpful in this situation, Mr. Oakley, is that our backlog is so large that even with our implementation of our plan, we will not be able to complete all of the areas that need to be completed, in terms of our renewal.

So with respect to underground cables, we're trying to catch up, and this DSP puts us in the right direction and allows us to increase gradually the renewal rate in proportion to the needs of the system.

But we're still going to have a backlog at the end of the five years, and we're continuously going to have a backlog for the foreseeable future in terms of trying to catch up.

So as we go through and ramp up our renewal, more and more cables are coming due.  So we're going to be in perpetual catch-up mode for the foreseeable future, and we need to manage those particular projects considerably.

We did have Vanry come and review our distribution system plan, and in their professional opinion, they raised that concern to us, saying that -- you know, they recognize that we tried to strike the balance between customer needs and priorities and keeping rates stable.  But they do recognize that we are very close, if not at the level upon which we may be falling into a spiral with respect to maintaining our deteriorated underground systems, upon which we would not be able to easily catch up and be able to reverse this trend of defective equipment.

I hope that clarifies it for you.

MR. OAKLEY:  Thanks.  Could we move to overhead assets?

MR. SHEPHERD:  Sorry, before you move to that, could I ask a follow-up on that?

It sounds like what you're saying, sir, is that the ratepayers should assume that over the very long-term, their rates will go up at a higher rate than inflation.  That you're not going to catch up in the foreseeable future, and you are just going to have to keep spending more than inflation in rate increases to try to keep treading water, as it were.

That sounds like what you are saying.

[Witness panel confers]

MR. BASILIO:  So in Exhibit 3, tab 1, schedule 12, page 1 of 4, I think we have outlined what the increases are, total bill impacts by customer class.

They're in the order of magnitude 20 versus 19 of 2 percent.  And I think that, you know, that trend is likely going to continue based on what you have seen. So are they going to be in addition to inflation?  I think that's likely.

But again, Mr. Shepherd, and we had this discussion yesterday, that in terms of customer expectations, I think we’ve provided these expectations in the MAADs modelling.  We provided it in our MAADs application, there was awareness of that going in and in our ICM ask, again, is very much in line with what was in that application.

So the answer is yes, but I don't think that is necessarily a change in the expectations that we outlined for the Board and intervenors in that proceeding.

So I think marginally they're in excess of inflation.  The orders of magnitude I just offered, two and change, if you assume -- you know, I mean the bank of Canada target is about 2 percent.  We've got a productivity factor.  So that may not be that far off of inflation in fact.

MR. SHEPHERD:  You are in fact assuming 1.5 percent in your materials, right?

MR. BASILIO:  What are we assuming in the tariff?

MS. BUTANY-DESOUZA:  Right now, we have used last year's Board-approved increase.  We are going to revise it when we get the updated information, likely in November.

But to say that these are increases greater than inflation, well, we get the inflationary increase less our stretch factor.  The increase after that is nominal incrementally, in order to fund a very large capital program.

MR. SHEPHERD:  So do you have a plan -- this is really where I as going with this.  Do you have a plan -- I don't mean you personally, I mean Alectra -- have a plan to get rate increases down to the rate of inflation with productivity?

MR. BASILIO:  Well, I think...

MR. SHEPHERD:  Ever.

MR. BASILIO:  I think rates are going to improve when we rebase.  When we rebase in 2027, as we provided in our MAADs evidence, that will have a very significant impact on customers and associated costs, and I think that will be the point where we will see something come down, and then they will probably go up with inflation or thereabouts.

I mean, I don't know if fifteen, twenty years out, whether ICM will still be a factor.  We’ll be filing cost of service...

MR. BRETT:  I can't hear you.

MR. BASILIO:  We’ll be filing cost of service applications, I suppose, at that point -- if that helps,  Mr. Shepherd.

MR. SHEPHERD:  So the answer is you don't have a plan to get it -- except for the merger savings, you don't have a plan to get it to or below inflation ever?

MR. BASILIO:  I think the plan is to be as cost efficient and effective as we can.

MR. BRETT:  Excuse me, Mr. Basilio, speak into the mic.  We can't hear that response.

MR. BASILIO:  I am speaking into the mic.

MR. BRETT:  Well...

MR. BASILIO:  We'll be bringing applications in front of the Board, and rate increases will be a function of the capital and operating needs.  But we're very mindful of the impacts on our customers.

I think M-factor, Mr. Shepherd, in this proceeding, I've got I think it is Exhibit 2, tab 1, schedule 3, page 20 of 21, we're showing average annual percentage increase versus total bill; this is just M-factor component. Residential class, 18 basis points, GS less than 50, 19 basis points...

MR. SHEPHERD:  You're reading your evidence...

MR. BASILIO:  Yes.

MR. SHEPHERD:  But I asked a question: do you have a plan.  Either you do or you don't.  I don't need you to say the same things you said yesterday.

MR. BASILIO:  We don't have a specific plan to bring them below inflation.

MR. SHEPHERD:  Thank you.

MR. BASILIO:  We do have plans, though, to operate our utility as cost-efficiently and effectively as possible, while providing a high level of our service to our customers.  Those are the objectives at the end of the day.

MR. SHEPHERD:  No.  From the customer's point of view, actually, it is to keep their rates down.

MR. BASILIO:  I think it is also, though, Mr. Shepherd, to ensure a high level of customer service and reliability, and I think that is what we have seen in our evidence with respect to our customer consultations, including support for some of these incremental investments that support reliability.

MR. SHEPHERD:  Well, my clients don't.  Thank you.

MR. OAKLEY:  If we could look at -- this is overhead assets.  If we could look at G-Staff-39.

MR. WASIK:  I'm with you, Mr. Oakley.

MR. OAKLEY:  Alectra identified three multi-pole-failure events caused by adverse weather, and mentioned a further two events which were not specifically identified.

Has Alectra carried out some sort of quantitative analysis demonstrating that these events comprise a meaningful trend which justifies large incremental capital investments to replace assets that are otherwise in good operating condition?

MR. WASIK:  So Mr. Oakley, I would not agree with the context that we are replacing assets that are in good operating order.  As we've identified in our response, we did undertake work -- our predecessor utility did undertake work.  We engaged CIMA+, which is an independent engineering firm, to help us examine the distribution system with respect to areas of vulnerability where the experienced and now increasing, in terms of severity and impact of weather-related or adverse-weather storms, have had on our overhead system.

So we have done that.  We have provided that in terms of Appendix K of the DSP, where it goes into great detail of examining the susceptibility of the overhead system relative to these particular changing conditions which we are adapting to, and that has been the primary driver of our investment.

So we have done that particular assessment using an independent engineering firm, and they have helped to guide us, in terms of understanding what needs to be done.

The three examples that you have identified, Mr. Oakley, have been very problematic, not only with respect to the operations of the utility, but also our responsibility, in terms of safety of the public, safety of our employees, and we've identified the three most substantial ones to reflect that we are experiencing these particular events where poles are falling on cars.  They are causing injuries and property damage, and these are quite problematic for us.

We have identified the root cause of these particular issues, we have worked with independent firms to make sure that we have a clear understanding of what the problem is, and we have put in prudent and appropriate remediation actions to stop this.

Our goal is to have none of these particular events, because this is unacceptable to us.

So having three events over the last five years is very problematic for us, and we're bringing forward just the facts of the significant ones.  We have had other pole failures that are also problematic, but we just wanted to remain focused on the issue at hand, which is we are experiencing increased events in these particular situations and we must act.

MR. OAKLEY:  So you are intending to upgrade your system so that there will not be multiple pole failures going forward?

MR. BASILIO:  Just for the record, these buttons really aren't working very well.

MR. WASIK:  I'm sorry, Mr. Oakley, I'm having some problems with turning on the mic.  I apologize for the delay.

But what I wanted to clarify here is that through our assessment we've identified areas of the system that are susceptible to these types of damages, and we have put in appropriate plans to address the areas where the system is susceptible.

We are not going throughout the entire system and changing everything.  We are addressing the areas where we anticipate and have identified are vulnerable to these particular types of events, and we're making the appropriate steps, taking the appropriate steps, to correct these particular issues and preparing our systems.

We think that that is also very much what our customers asked for us to look at in the first round of customer engagement, where the customers did ask us to go and address these particular issues, because they recognized that these particular storms are increasing in terms of severity and frequency and want us to make sure that the system acts.

And in the very simplest terms, Mr. Oakley, when these storms happened once every ten years, customers are very understanding.  But once these storms continuously happen year over year, time after time, the customers looked at us and said:  What are you doing to the system to stop this from happening?  This is what we're doing to mitigate those particular situations.

So we are looking at the areas where we have identified vulnerability.  We are starting there, and we will examine the -- how the particular system responds to these changes in adverse weather as we move forward with our plans.  It is something now that we consider into our planning practices.

MR. OAKLEY:  Okay, thanks.  Could we look at G-Staff-41, please, and there is a Table 1.  Based on Table 1, could you confirm that pole failures don't comprise a material outage cause for Alectra?

MR. WASIK:  What I could explain in terms of this particular response, Mr. Oakley, is that we don't run our poles to failure.  So having pole failures on their own is very problematic.

The primary driver of our overhead pole replacement is around the safety of the poles failing and not specifically just the reliability.  So the primary driver of those particular management of overhead assets, specifically poles, is around safety of the employees and safety of the public.

MR. OAKLEY:  So again, this is basically safety as a consequence regardless of probability or expectation of failure or that sort of thing.  This is -- you have determined the consequence is unacceptable and there -- regardless of the probability or likelihood of occurrence you will take action to avoid that?

MR. WASIK:  I would not agree to that statement, Mr. Oakley.  We do extensive inspections.  We do extensive testing of our poles.  We complete the condition assessment of our poles.  We also follow CSA standards, in terms of when the pole has decreased strength less than 60 percent that requires us to act.

We follow all of the appropriate practices of proper management of our overhead poles, and those guide us in terms of identifying the areas of replacement and identifying the particular assets that need to be replaced.

Once again, Mr. Oakley, we only replace the assets that are in very poor and poor condition, identified through our extensive asset condition assessment, and those are the ones that are vulnerable to being damaged during storms, those are the ones that are vulnerable to damage through other particular failures, and those are the particular poles that we are addressing through this plan.

MR. OAKLEY:  Okay, thanks.  Could we move along to your ACA methodology.  I was thinking G-Staff-84, if we could look that up.

Could you confirm that Alectra does not know the condition of a significant amount of its assets and therefore uses asset age as a proxy for assessed condition?

MR. WASIK:  Mr. Oakley, I think it is helpful if I provide some clarification as to how the unknown element has been determined.

As I mentioned in the previous response, we look at various different inspections, testing, and various other elements that allow us to determine the condition of the assets.

That is an evolving practice where our inspection practices have been harmonized with the implementation of Alectra, and it will take us a little bit of time to capture information on these remaining unknown poles.

What I would like to clarify is that our plan only focuses on the assets that have been identified in terms of very poor and poor, and that is what is driving our plans.

We acknowledge that there are still some pieces of some poles that have some information that we are gathering, since the asset condition assessment was completed in 2018, and then we will act accordingly once that information comes into effect.

MR. OAKLEY:  Yeah.  I'm not sure that exactly answers the question, which was confirming whether a significant amount of your assets you don't actually know the real condition of so you use age as a proxy.  And I guess it was a yes or no kind of question.

[Witness panel confers]

MR. WASIK:  I think the confusion here, Mr. Oakley, is you have asked us to remove the age in our assessment, and age is one of the elements we examine.

And so there are some poles, approximately 7,900-and-odd poles, that currently the only information we have is age because we are continuing to test them and inspect them.  And so when you remove the age out, yes, there is minimal amount of information.

But what we are trying to explain is that for the majority of the poles, including those that are part of our plan, we have considered and are focussing on the very poor and poor assets.

MR. OAKLEY:  Thank you.  Could we look at G-Staff-101?  And if you could -- could you confirm that 41 of the 42 transformers that are aged 45 years or greater and therefore classified as being beyond typical useful life have health indices of fair or better, and most of them are actually good or very good?

MR. WASIK:  Subject to check, yes.

MR. OAKLEY:  And so does that mean that age is not a  consistently reliable indicator of asset condition?

MR. WASIK:  No.  Mr. Oakley, what we're saying in this particular situation -- and this is actually part of the strategy that I think it’s going to be helpful to explain.

As I was mentioning to Mr. Garner yesterday, we have evolved our asset management practice from being schedule based on age to now a condition-based.

So we don't just look at age.  We start with all of the information known for the assets, but we have evolved a condition.  This information actually underpins our strategy with respect to how we manage municipal stations.

I think it is very helpful to identify that through the practice of evolving from schedule-based replacement to condition-based system renewal, we have identified an opportunity to --


MR. BRETT:  We're losing you.

MR. WASIK:  I'm sorry, I'm speaking as loudly as I can. I will try to see if I can speak into the microphone more.

What we are doing is we are reducing our investment in station assets because of us evolving to that particular practice.

Now, to mitigate the risk on reliability of not replacing these deteriorating transformers and stations is that we've now put in monitoring.  We have now put in oil containment.  We have put in additional ties and back ups for the feeders, so that as we continue to evolve our asset management practice to these critical large transformers, we're doing so in a responsible manner where it won't negatively impact the ratepayers.

This is a good thing, Mr. Oakley, that our evolution of our management of our critical assets is done in a practical and in actually a pretty innovative manner, where we can continue to operate assets longer than we would have in the past without negatively impacting reliability.

And we endeavour to find those particular opportunities where we can, and those particular savings where we could find them have been repurposed to the other needs of the system, including cables and switch gear, which are growing in terms of our needs.

MR. OAKLEY:  Okay, thank you.  I guess we talked about consequence.  In your risk management framework, I wouldn't mind looking at G-Staff-49.

MR. BRETT:  What's that number again, sir?

MR. OAKLEY:  G-Staff-49.

MR. BRETT:  Thank you.

MR. OAKLEY:  And could you confirm that risk is calculated as the product of the probability of failure and the consequence of failure in a normal asset management approach?

MR. WASIK:  Mr. Oakley, I am not sure what you mean by a normal asset management process.

I can tell you the asset management practices that we've put in place, and we've put in a considerable amount of time and effort to build the business cases for the 880 projects that we have in there.

But we also have provided the risk matrix in our DSP, upon which we developed our assessment of risks, and they do include both impact with respect to criticality and the probability of failure, based on experience and engineering practices as we evaluate each particular project.

MR. OAKLEY:  So I guess with specific reference to G-Staff-49, how did Alectra determine the risk, given that Alectra did not provide the probability of catastrophic failure of poles?

MR. WASIK:  So the definition of catastrophic, right, in terms of our evaluation of risk is guided by our risk matrix.  So we in fact did that for all of our investments.

If I can take your attention to the DSP, specifically section 5.4.1 where we talk about our capital expenditure planning process, on page 341, we do provide a very comprehensive risk matrix that we use in Copperleaf C55, which is our system where we have all of our business cases and we optimize our particular investments, which articulate very clearly the various different consequences that match into our value framework.

If I could just ask to turn that up on page 341, I can walk you through a couple of examples, Mr. Oakley, that I think are going to be very helpful to clarify how this is done.

MR. OAKLEY:  There's no need to actually read evidence.  That's fine.  The reference is fine.

MR. WASIK:  Well, if you allow me to just finish the answer, Mr. Oakley, I can explain to you how we determined the consequence of failures of poles and what we take into consideration.  Would that be helpful?

MR. OAKLEY:  I am not worried about the consequence.  It’s the probability of that consequence being borne that’s the issue, and that’s the part that I haven't found a lot of evidence on.

MR. WASIK:  I can also explain that to you as well.

MR. OAKLEY:  Okay.

MR. WASIK:  So for each particular business case, the engineers evaluate the probability of failure based on experience, understanding of the particular assets, communications with our operations team, the actual teams that work and repair and inspect these particular assets.  And from that, they evaluate the probability of failure and they incorporate that into the business case to help us weigh the probability with the criticality for each particular investment category.

So that is being done through the Copperleaf practice.

MR. OAKLEY:  Okay, thank you, that is all of my questions, I guess.

MR. WANG:  Good morning.  Jerry Wang for Board Staff.  Could we turn to G-Staff-91, please?

So this interrogatory is just on the efficiency frontier tool.

Is my understanding correct that the way that the efficiency frontier tool works is essentially for a given level of capital investment, capital envelope, the efficiency frontier tool produces an optimal portfolio of projects, which is essentially a list of the highest value projects that would fit under that investment envelope?

MR. WASIK:  Yes, that is correct.

MR. WANG:  Okay.  So I was just wondering, in the case where you evaluate different scenarios and varying levels of investments so, you know, from 200 million, 250 million, up to -- I think you mentioned up to $550 million per year.

So as an example, when you run the tool for $200 million and it provides you with a portfolio, and then you increase your envelope to $250 million, that second portfolio of projects, because you have already optimized spending for $200 million, that second portfolio would it not necessarily just include all of the projects that have been included in the first portfolio, plus an addition of an extra $50 million worth of projects?

MR. WASIK:  Well, not necessarily, Mr. Wang.  The way that each particular scenario is run is independent.  And so you set specific bounds based on risk, billable resources, your capital investment levels, and each particular scenario is independent.  It is not iterative.  You run these scenarios independently, and you get a different mix of projects that go into it because projects move around to optimize.

So each particular scenario was run independently.  Then when you map them across you start recognizing which particular point you have sub-optimal investments, meaning that you are leaving valuable investment that drive good outcomes for customers on the table, and then in other situations where you have included other investments that don't yield the same value as you would have under the optimal solution.


So it is a tool that guides us to determining whether or not the level of investment drives the maximum value. It is a guide -- it is a tool that we use to guide us.


MR. SHEPHERD:  It sounds a little bit like a black box, and I am sure it isn't.


Is the reason why the scenarios are not just simply incremental, as Mr. Wang suggests, because of interactive effects between the projects or because of different application of resource constraints, or something else?  Those seem to be the two obvious ones that would kick in in scenario analysis.


MR. WASIK:  That's correct, Mr. Shepherd.  There are some co-dependencies in the investments, but more specifically the main elements that we recognize is that as we evaluate changing one variable we have to keep all of the other variables locked.


So we don't change -- like, for example, if we're just looking at our envelope of investments for the portfolio, all other elements like risk and resources have to be somewhat constrained at the same bounds, otherwise you can't change three or four variables and compare two scenarios. The contrast has to be done in a way where you're evaluating the implications of value based on changing one or two bounds at a time.


MR. SHEPHERD:  Does your system change the costs of a project based on what other projects you're doing?  For example, you're doing project A on -- in this particular area, and if you do project B at the same time in the same place it will be cheaper.  Does your system do that?


MR. WASIK:  It could do that, but we haven't set up our projects like that.  Our projects are not where you sort of -- we've already done that exercise when we evaluated the needs of the area and then put the project in place.


The perspective that I want to bring on the Copperleaf --


MR. SHEPHERD:  Sorry, let me just -- before you go on, I just want to clarify.


So there is a cost differential typically when you organize your projects in a logical way to go together, right?  But your system doesn't optimize in that way?


MR. WASIK:  Okay.  So --


MR. SHEPHERD:  You do that manually.


MR. WASIK:  Let me clarify.  When the business case is put together we look at various different alternatives and we put into the system the recommended solution based on the business case.


So during the business case, the engineers will examine the area and say, if we reduce the scope and only do a partial rebuild or redo the full rebuild or redo the full rebuild and consider other particular automation enhancements, that is all done during the business-case development.


Once the business case is put in place, that project is then evaluated against other projects, and that's the optimization, is that the -- we have about, you know, 1,200 projects that we evaluated.  We had to have a tool that allows us to evaluate our investments on a level playing field.


MR. CANANZI:  Just to answer your question specifically, that sequencing and the appropriateness of those projects that should be together, that is done by our engineers and our design teams in advance of putting it into the tool.


MR. SHEPHERD:  So --


MR. CANANZI:  That is something that is done manually, in advance of inputting into the tool.


MR. SHEPHERD:  So similarly, if project A is a project you definitely have to do and project B, which is much lower value, can nonetheless be done cheaper because let's say you can buy the equipment more cheaply if you buy them both together, or if you contract with one company to do both of them it will be cheaper, you do that all manually.  That is not done by your system?


MR. WASIK:  Those elements are considered in developing the business case upfront.


MR. SHEPHERD:  So when you do a business case, you look, you say, well, we're going to do this project.  Are there other projects that we could piggyback on to this project even if they're in some different place because it will save us money to do them together?


MR. WASIK:  Yes.  I would not use the term "piggyback".  What we would do is look at where opportunities to bundle through overlay occur, and that business case is put together.  So by the time that the business case is put forward for consideration and approval, it's that planning work that Max -- excuse, me Mr. Cananzi was referring to, that's all done and considered, and the project is already put into a business case that allows for -- that permits for that.


MR. SHEPHERD:  Well, see, so I am asking the question because Mr. Yang (sic) asked you whether these were incremental, and it sounded like your Copperleaf system produces scenarios that are optimized but are not incremental.


But now what you're saying is, I think, is that, no, your engineers create the scenarios.  Your Copperleaf system doesn't optimize your scenarios, your engineers do.


MR. WASIK:  Okay.  So I think it would be helpful, Mr. Shepherd, if I could say that the optimization is the optimization of the business cases.  Okay?  And the business cases are for each project.  And so the business case is presented and the optimization allows us to examine which projects to move forward with.


A more clear example would be, do we invest in an overhead rebuild or do we buy a bucket truck?  Do we invest in a pole line rebuild or do we invest in an underground rebuild?  It is allowing us to compare those various different projects.  Do we invest in expanding a station or rebuilding a station or do we put it under an underground?


It allows us to make sure that our portfolio, as it pertains to the general business cases, has the right optimized approach.


MR. SHEPHERD:  So that's why I asked the question.  That's why Mr. Yang asked the question, is because every example you just gave is one where it is about incremental value.  There is no other consideration.  There are no interactive effects.  There are no resources contained effects --


MR. CANANZI:  There are temporal -- sorry, Mr. Shepherd, there are temporal considerations.  So even though a particular project may have some interdependencies, those projects could be split in time to optimize the solution.


So if the project -- it may make sense that if you are increasing the budget, to add other value-added projects, but a phase of a certain project might actually move into year two to enable that to accommodate in year one, and then so you maximize both year one and year two.


So it is a multi-year problem that you are solving and trying to get maximum value along that.


MR. SHEPHERD:  That is all done by your engineers manually and then --


MR. CANANZI:  No.  It is done by the -- the optimization of the value, maximization of the value function in each of the years, is done by the tool.


The identification of interdependencies, phases of projects, is done by the engineers and the designers.


MR. SHEPHERD:  Thank you, sorry.


MR. WANG:  Thank you.  No problem.


Hello.  Okay.  Just for the record -- and I take no offence, Mr. Shepherd -- but my last name is Wang, not Yang.


MR. SHEPHERD:  I'm sorry.


MR. WANG:  That's all right.  Just for the record.


So part C of G-Staff-91, you mentioned -- the response mentions that the portfolio -- my understanding is that the tool gives you a portfolio which is not necessarily in any particular order in the sense that, you know, it's not separately prioritized or abridged.


But if we could also turn to G-Staff-9.  So page 5 of G-Staff-9.


MR. WASIK:  I'm with you, Mr. Wang.


MR. WANG:  Right.  So here you provide a description, and at the top it says:

"Higher-value 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 the proposed M-factor."


So there it seems to me like there was a prioritization of what you considered base rates and what is M-factor and what projects are ultimately deferred.  So I was wondering how did you get from that portfolio your efficiency frontier tool provided you to what you determined would be base rate projects?


MR. WASIK:  So Mr. Wang, these two particular elements were independent and separate.  We used the efficiency frontier to guide us in developing a plan.  What I said yesterday was, it is one plan.  We have one plan and we are guided through all of these tools in the analysis and the various studies that we have submitted in terms of all the appendices to guide us in identifying the needs, building solutions, ensuring that those solutions drive the maximum value in terms of the plan.


Once the plan was completed, it was then understood that the issue with respect to rates needed to be addressed.  And only at that particular time did we go through an examination of which particular projects would be funded by base rates, and which particular projects would be requested through the M-factor.

And so these are two separate steps done in separate times.  One with the efficiency frontier was done to develop the plan.  The secondary element that you are referring to here and the steps that we have taken was done after the DSP was considered and put in place to determine what are the mechanisms in terms of funding that plan would be.

MR. WANG:  Okay.  So for this step, was it done systematically through a tool, or did you just have, I guess, your team take a look at all of the projects and determine what would be base rates and what would be funded through the M-factor?

MR. WASIK:  So once we had the list of all the projects, as we explained here, we were guided by the outputs of the business cases, which provided us the value of the projects and the nature of those particular investments.  And then through examining projects by projects, we identified the particular projects from -- although necessary, but of lower value that couldn't be funded through the base rates.

MR. WANG:  Okay.  So I guess that was an exercise undertaken by your team?

MR. WASIK:  Yes.  It was reviewed by Alectra, in terms of how funding for these particular investments could be attained.

MR. WANG:  Okay, thank you.  Could we turn to G-Staff-11, please, part D?

MR. BRETT:  Sorry, G-Staff which?

MR. WANG:  G-Staff-11, part D.

MR. BRETT:  Thank you.

MR. WANG:  Here the response quotes directly from the MAADs policy.  I will just read the first sentence.  It says, “The OEB believes that clarification...”

MR. WASIK:  One second, Mr. Wang, I'm sorry.  We are just turning it up.  One second, please.

MR. WANG:  Oh, okay.  Sorry.

MS. BUTANY-DESOUZA:  We have it.

MR. WANG:  So the sentence says:
“The OEB believes that the clarification set out in the September 18th report establishes that a distributor may now apply for an ICM that includes normal and expected capital investments.”

So the first part of that sentence, it is clearly referring to the September 18th report and clarifications that are in that report.

My question is just has Alectra, or Alectra's predecessor utilities at the time of the amalgamation, reviewed the September 18th report in establishing what projects would be eligible for ICM funding and which projects would not be?

MS. BUTANY-DESOUZA:  Alectra and its predecessors at the time of the merger evaluated all policies, including this MAADs policy which is six months after the ACM report that you first referenced and the subsequent MAADs handbook, which was released in January 2016.

And those items taken together -- on the basis of those items taken together, we evaluated the opportunity for incremental capital funding, as was discussed in great detail during the MAADs proceeding.

At the time of the MAADs proceeding, we were evaluating the capital programs of each of the predecessors, and undertook the mathematical exercise relative to the capital program, but on a project-specific basis, did not evaluate each and every specific project that may comprise subsequent ICM applications.

That being said, the capital needs of the utility were explored -- of the predecessor utilities were explored in great detail.  But the evaluation for ICM was in the context of each of those subsequent MAADs documents because, as you know, the ACM is available to cost of service filers and not available during a rebasing deferral period.

MR. WANG:  Okay, thank you.  So if you reviewed the September 18th report, then you would have been aware that the report says, and I quote from the report:
"The Board is of the view that projects proposed for incremental capital funding during the IR term must be discrete projects and not a part of typical annual capital programs.”

Are you aware of that part of the report?

MR. BASILIO:  Yes, we are aware of that part of the report.  And I suppose -- perhaps what you are implying is there is an ambiguity between the OEB policy and the subsequent MAADs policy report and the ACM, because the language here is clearly different, “an ICM that includes normal and expected capital requirements”.

Normal and expected; a plain reading of that would be normal and expected -- I need to invest in a truck, that is normal and expected.  I need to invest in a series of poles, that's normal and expected.

So our view here is that this is the policy for MAADs filers and the associated -- what I think on a plain reading is easily interpreted, this is the characterization of the sort of projects that would require in the context of a MAADs application.

I think that was further reiterated.  We had this discussion yesterday in the January 19th, 2016, MAADs handbook report which uses very similar language.

MR. WANG:  So could we actually just turn to page 9 of the MAADs policy where this is, this quote is taken?

MR. BASILIO:  I am looking at it now.

MR. WANG:  So I am taking a look at the paragraph that is quoted in the middle of the page, the indented paragraph.

MR. KEIZER:  Sorry, just to clarify.  Is this to clarify Alectra's position, which they have put on the record any number of times through the last day and a half?  Or is it more in line of the nature of argument, where we are just going back over the interpretation?

MR. WANG:  I just want to understand what Alectra's understanding is of what would be eligible for incremental funding before the Board and what would not be, in terms of the ICM policy.

MR. BASILIO:  I am happy to clarify that understanding.  I am looking at the section that follows --


MR. WANG:  Right.

MR. BASILIO:  -- the underlined, excuse me, OEB policy.

MR. WANG:  Okay, so...

MR. BASILIO:  The OEB policy...

MR. BRETT:  Let him ask a question.

MR. BASILIO:  Well, he did ask a question.  He asked for our clarification of our understanding of the policy.  I think that is the question, Mr. Wang?

MR. WANG:  Well, specifically I wanted to draw your attention to the second sentence that says any discrete project.

I was just wondering if you believe that the discrete criteria applies to Alectra's ICM request?  And if so, what is your interpretation of the discrete criteria?

MS. BUTANY-DESOUZA:  Each of the projects listed in the M-factor listing are discrete projects.  Each one of them is executed on its own.

I believe that is the meaning of discrete, and falls squarely within the underlined sentence of discrete and in the OEB policy of normal and expected capital investments.

MR. WANG:  Okay, thank you.

MR. GARNER:  I wonder, Mr. Wang, if I can just ask a follow-up, because I have a similar question as he did, and I understand what you're saying.  Presuming the language isn't superfluous, what would be a non-discrete project?

[Witness panel confers]

MR. WASIK:  So, Mr. Garner, we have a budget for reactive capital replacement.  That would be an element in base rates.

MR. WANG:  Could we turn to G-Staff-11 -- sorry, are we on 11?  Can we go to part E?  So the first sentence is:
"Consistent with its understanding that all applications to the OEB bear a degree of regulatory risk, Alectra Utilities did consider the regulatory risk of the OEB not approving all of its ICM requests at the time of the MAADs application.”

So I just wanted to confirm.  As part of the MAADs application, any regulatory risks associated with the amalgamation, that would be a risk borne of the shareholders?

MR. BASILIO:  Could you clarify the question?  I mean, I think I sort of got the gist of it, but I just want to be --


MR. WANG:  Right.  So my question is essentially, you know, if there are any risks with the amalgamation, in terms of regulatory policy, and any associated costs, those would be borne of the Alectra shareholders and any costs should be offset by the synergies identified?

MR. BASILIO:  Well, it is fair to say that the shareholders bearing regulatory risks, to the extent that the Board decides to amend its policy and a decision, sure, I mean, the Board has -- that's just a natural risk that the shareholder would assume.  The Board has that discretion.  There is nothing the utility can do about it.  So that is certainly a risk.

MR. WANG:  Well, my question was more so, you know, if something arises in the course of your amalgamation that wouldn't have applied to the predecessor utilities' status quo, that would be something that would apply only to the shareholders?

MR. BASILIO:  I'm still a little confused by -- I apologize, I'm still confused by the question.

MR. WANG:  All right.  Maybe I will just move on.

Would you be able to undertake to provide Alectra's pro formas ROE for 2019 year to date?

[Witness panel confer]

MS. BUTANY-DESOUZA:  Meaning the current ROE at Q3?

MR. WANG:  Right.

MS. BUTANY-DESOUZA:  We don't have that.

MR. WANG:  Would you have anything available for Q2?

MS. BUTANY-DESOUZA:  No.  We don't do the regulatory ROE until year end for RRR filing.  And we filed information on the record on the 2018 ROE in response -- for RRR 2.1.5.6.

MR. WANG:  Do you have any financial data available to show what your return would be to date?

MS. BUTANY-DESOUZA:  Sorry, can you help me out with where you are going with this?  Because in terms of the availability for -- I mean, in our case we framed this application around M-factor funding that is based on ICM -- we've demonstrated the need in the context of the ICM framework.

MR. WANG:  Well, part of the ICM framework is to meet the means test, and that is not to exceed 300 basis points, either in historical years or after receiving the ICM funding.

So we would just like to have a better understanding of where your ROE would be at.

MR. BASILIO:  Just give us a moment here.

[Witness panel confers]

MS. BUTANY-DESOUZA:  Mr. Wang, I'm looking at 4.1.4, the adoption of the means test.  We have demonstrated, for 20 -- using the last-available actual regulated ROE, that we meet the means test for 2020.

What I can suggest is that in each year, when we file our price cap IR application, because certainly we'll have the mechanistic application annually should we be successful in terms of the M-factor capital funding -- and we had identified in evidence that we would need to meet the means test each year -- we can file the regulated ROE as part of the evidence in that annual mechanism, which is obviously in advance of Jan. 1 of the subsequent year in order to confirm the means test has been met.

MR. BASILIO:  Maybe indirectly Mr. Shepherd yesterday asked for Alectra to resubmit a response to an IR in respect of the MAADs application that provided the merger business case modelling and includes a line on ROEs for the regulated distribution company.

We will provide that.  You will see in that projection that we are nowhere near over 300 basis points above the regulated ROE in any of those years, if that is helpful as an indirect measure, in addition to Ms. Butany's response.

MR. SHEPHERD:  You are going to file that again in confidence?  Or is this now on the record?

MR. KEIZER:  No.  It will be filed in confidence, Mr. Shepherd, on the same basis that it was filed in the MAADs application, as we discussed yesterday.  It not marked as an undertaking yesterday.  It was something that Mr. Shepherd and I discussed offline.

MR. SHEPHERD:  Should we make it an undertaking now?

MR. KEIZER:  We should make it an undertaking now.  And the undertaking is to provide the response to SEC 27, which was provided in the MAADs application.

MS. BUTANY-DESOUZA:  In confidence.

MR. KEIZER:  In confidence.

MR. MURRAY:  That will be Undertaking JT2.1.
UNDERTAKING NO. JT2.1:  TO PROVIDE THE RESPONSE TO SEC 27, WHICH WAS PROVIDED IN THE MAADS APPLICATION.

MR. SHEPHERD:  And Mr. Basilio, can you tell me whether your current forecasts are similar, higher, or lower?

MR. BASILIO:  Lower.

MR. SHEPHERD:  Your forecasts for regulatory ROE?

MR. BASILIO:  Yes.

MR. SHEPHERD:  And that is excluding the synergies?

MR. BASILIO:  Of course.

MR. SHEPHERD:  Thank you.

MR. WANG:  Okay, I just have a couple of more questions, and this is in relation to the exhibit Staff introduced yesterday, KT1.1.

So I guess my first question is, have you had a chance to review this document?

MS. BUTANY-DESOUZA:  To say that we've had a cursory review would probably be generous.  We've been sitting together for some time over the last day.

MR. WANG:  I understand.

MS. BUTANY-DESOUZA:  We have looked at it briefly.

MR. WANG:  Okay.  Maybe I can just walk you through what the table represents and you can let me know just off the top if you have any objections or disagreements with the data here.

So what Staff has compiled is essentially the most recent capital budgets for each of Alectra's predecessor LDCs, so for Horizon that would be the 2019 capital budget as approved in its 2015 custom IR application.  For Hydro One Brampton that would be the 2015 test-year budget.  PowerStream had a custom IR application in 2016, but the decision approved the capital budget for 2017.  Enersource is the actual capital spend in 2013, and Guelph is the 2016 test-year capital budget approved in its 2016 cost-of-service application.

Do you have any concerns with the data that Staff has laid out, subject to check?

MS. BUTANY-DESOUZA:  Subject to check, if you are telling me that you have laid out those capital budget -- the quantum associated with it, okay.

MR. WANG:  Okay.  So what Staff has done is taken the actual OEB-approved inflation factors for the years 2014 to 2019 and subtracted a minimal cohort stretch factor of .3 percent.

Using that, Staff has escalated each of the capital budgets to current year, and for 2020 to 2024 Staff has essentially taken the average of the inflation factors from 2014 to 2019 and subtracted the stretch factor of .3 percent.

So I guess my first question is, since Alectra has not yet rebased, would you agree that each of the tariffs and base rates for Alectra's rate zones, they are essentially based on what was last set in each of the predecessor's last rebasing applications?

[Witness panel confers]

MS. BUTANY-DESOUZA:  That's correct.

MR. WANG:  Okay.  Then would you agree with me that this would more or less represent what is funded through base rates?

MS. BUTANY-DESOUZA:  No, I would not.

MR. WANG:  Would you be able to elaborate why you disagree?

MR. KEIZER:  Mr. Wang, just while the witnesses are looking, just to clarify, the names you have identified here, are these in-service, proposed in-service additions, or they're capital expenditures?

MR. WANG:  They are test year budgets that had been approved in each of the respective rebasing applications.

MR. KEIZER:  But capital budgets meaning capital expenditures or in-service additions that were proposed?

MR. WANG:  Capital expenditures.

MR. KEIZER:  So not ones that form part of revenue requirement?  But part of it only would, would it not because the in-service addition would be something less.

MR. SHEPHERD:  No.  In-service additions, I think, Mr. Keizer, on average over the long-term are the same.

MR. KEIZER:  Yeah.  It would depend upon what --sometimes in a filing, if you take a particular test year, it may be that the capital expenditures exceed the in-service additions.  And so it wouldn't necessarily form -- I just wanted to clarify what the number was.

MR. WANG:  I agree with your qualification.

MR. KEIZER:  Thank you.

[Ms. Butany and Ms. Yeates confer]

MS. YEATES:  Mr. Wang, I would like to take you to the OEB's own materiality threshold calculation that is used in the ICM model.  And we have actually described this, again in the evidence, in Exhibit 2, tab 1, schedule 3, page 11.

As we've outlined here, Alectra, for the M-factor, proposes to adopt the same materiality threshold to determine a level of funding that is provided in base rates, including the dead band of 10 percent.

That materiality threshold calculation establishes for a utility -- and we have done this for each rate zone -- the level of capital that is funded in base rates, and we have summarized that in table 3 of the evidence on page 13.

So to answer your question, no, the numbers presented in the table do not reflect the level of capital that is actually funded in base rates. That is not the same.

What we have outlined and what we agree with and consistent with the calculation that is presented and used by the OEB in the ICM model, that threshold calculation establishes the level of capital that is funded in base rates.

MR. WANG:  So the OEB, in its 2018 decision for Alectra's ICMs, alluded to the fact that the ICM materiality threshold is just a ratio between the rate base and the depreciation, and that is not necessarily always a one hundred percent representation of what would actually be funded through base rates.

Would you agree with that?

MS. BUTANY-DESOUZA:  Sorry, can you give me a reference, please?

MR. WANG:  Sure.

MR. KEIZER:  Are you asking whether that is what the Board said?  Is that the nature of the question, or whether we agree with what the Board said?

MR. WANG:  I guess my question is:  Would you agree with me that the ICM materiality threshold is more of a ratio between your rate base and your depreciation, and it does not necessarily always represent one hundred percent what is funded through base rates?

MS. BUTANY-DESOUZA:  Well, you haven't taken me to the decision, but our interpretation of the ICM is as it is laid out in the policy and in the formulas.

We're not debating, as we discussed yesterday, past OEB decisions.  The proposal that we are bringing forward is the M-factor.  The past is the past.  We have modelled the M-factor on the ICM and we have -- we have brought forward a Distribution System Plan for five years, consolidated for Alectra for the first time.

We have capital funding needs that are specifically identified in that DSP, and we require flexibility on which -- and funding in order to execute that plan, and therefore we have brought forward this M-factor that is based on the ICM framework, as Ms. Yeates took you to.

MR. WANG:  Okay, thank you, panel.  Those are all of my questions.

MR. MURRAY:  I want to check with the panel.  Is now a good time for a break?  Why don't we come back at 11:25.
--- Recess taken at 11:10 a.m.
--- On resuming at 11:27 a.m.

MR. MURRAY:  I think we will get going again now.  There's going to be a slight change in the schedule.  I understand -- Ms. Grice, are you on the phone?

MS. GRICE:  I am.

MR. MURRAY:  So I am going to give you the floor now, and you can ask questions of the panel.
Examination by Ms. Grice:

MS. GRICE:  Okay, thank you very much.  Good morning, panel.

MR. WASIK:  Good morning.

MS. GRICE:  I thought I would start with the questions that are --


MR. SHEPHERD:  Shelley, hard to hear you.

MS. GRICE:  Okay.  I'm sorry.  I just wanted to start with the eight questions that I sent you last Friday and wondering if Alectra would be willing to respond to those eight questions.

MR. KEIZER:  So you're saying respond to them in writing, Shelley?

MS. GRICE:  I am happy if you want to do it verbally.  That's fine too.  I just -- it's more data-related, and I thought it was perhaps easier just to get them to you in advance.  So whatever your preference.

MS. BUTANY-DESOUZA:  Shelley, it is Indy.  We would -- we can provide them as -- I mean, there is how many questions?  Eight?  Maybe it is one undertaking, as opposed to eight --


MS. GRICE:  Great, thank you.

MS. BUTANY-DESOUZA:  -- although Jay is shaking his head.  Eight undertakings?

MR. SHEPHERD:  No.  Why wouldn't you have already answered them?

MR. MURRAY:  That will be Undertaking JT2.2.
UNDERTAKING NO. JT2.2:  TO RESPOND TO MS. GRICE'S EIGHT QUESTIONS IN WRITING.

MS. BUTANY-DESOUZA:  Thank you.

MS. GRICE:  And the rest of my questions are related to AMPCO interrogatories, so if we could start, please, with AMPCO number 3.

MS. BUTANY-DESOUZA:  I can't hear her.

MR. MURRAY:  Ms. Grice, you're going to have to try to speak into the microphone.  We're having trouble hearing you.

MS. GRICE:  Okay.  Is that better?

MR. MURRAY:  Yes.

MS. GRICE:  Okay.  So my first question is regarding AMPCO number 3.

MR. WASIK:  We're with you, Ms. Grice.

MS. GRICE:  Okay.  Thank you.  We asked how -- what the calculation was that Alectra used to derive the blue bars in the chart where you are showing -- just bear with me here -- your long-term system renewal trends.  So that's the chart that has the blue bars, the green line, and the purple line.

And so when we asked about how you derived the blue bars, you provide in the response that you estimate the number of units expecting to fail in each year.

So I wondered if you would be willing to undertake -- if you turn the page and look at Table 1, you provide there the total cost that corresponds to each of those blue bars for the years 2019 to 2038.

Would you able to add a column that provides the number of units expected to fail each year, because my understanding is that is sort of the underlying data that corresponds to coming up with, for example, in 2019 the 249.79 million dollars in system renewal needs.

MR. WASIK:  Ms. Grice, I think we provided that under a response to a different undertaking, but what we can do is we can undertake to provide you the reference to that response.

MS. GRICE:  Okay.  And then -- thank you, and then just before --


MR. MURRAY:  That would be -- that will be Undertaking JT2.3.
UNDERTAKING NO. JT2.3:  TO PROVIDE THE REFERENCE TO THE RESPONSE PREVIOUSLY PROVIDED.

MS. GRICE:  And in terms of coming up with the green line and the purple line, my understanding is that those --


MS. BUTANY-DESOUZA:  Can she slow down?

MS. GRICE:  -- lines represent assets that are deferred based on number of sales for each year.  Do I have that correct?

MS. BUTANY-DESOUZA:  Sorry.  Ms. Grice, sorry, we're going to have to ask you to slow down a bit.  It takes us a minute to turn to the reference that you provide, and I appreciate that you can't see what's happening in the room, but we now have no track of the reference that you just gave.  Do you mind repeating it, please?

MS. GRICE:  Sure.  I am still on AMPCO 3.

MS. BUTANY-DESOUZA:  Okay.

MS. GRICE:  So Table 1 is the dollar value for the blue bars, the planned system renewal costs for each of the years.  And in the table that this is referring to -- perhaps it is easier if we go to the table, then.  Exhibit 4, tab 1, schedule 1, page 12.

MS. BUTANY-DESOUZA:  We have it.

MS. GRICE:  Okay.  So we just talked about providing a column that shows the number of units expected to fail each year for the blue bars.  Would you be able to provide the same data that underpins the green line and the purple line on the same basis?

MR. WASIK:  You are asking for us to update -- just for my clarity, Ms. Grice, you are asking us to update Table 1 to also include the renewal -- the planned renewal for the green bar and the purple line along with that?

MS. GRICE:  Yes.  Based on number of units expected to fail each year so that we can compare those values to the number of units under the blue bars.

MR. WASIK:  Yes.  We can provide that.

MS. GRICE:  Thank you.

MR. MURRAY:  That will be Undertaking JT2.4.
UNDERTAKING NO. JT2.4:  TO UPDATE TABLE 1 TO INCLUDE THE PLANNED RENEWAL FOR THE GREEN BAR AND THE PURPLE LINE, BASED ON NUMBER OF UNITS EXPECTED TO FAIL EACH YEAR.

MS. BUTANY-DESOUZA:  So, sorry, just, so JT2.4 is to provide the --


MR. WASIK:  Number of units.

MS. BUTANY-DESOUZA:  -- number of units for the green line and the purple line in figure 5.0-8.

MS. GRICE:  Correct.

MS. BUTANY-DESOUZA:  I am just taking a note.

We have it, thank you.

MS. GRICE:  Thank you.

AMPCO number 12, please.

MS. BUTANY-DESOUZA:  We have it.

MS. GRICE:  Okay.  In Table 2 on page 3, the interrogatory response, you provide the cable failures by operational area, and then in Table 1 you provide the kilometres of renewal for cable replacement and cable injection.

Would you be able to provide rows 1 and 2 in Table 1 by operational area?

MR. WASIK:  Yes, that -- we can provide that.

MR. MURRAY:  That will be Undertaking JT2.5.
UNDERTAKING NO. JT2.5:  TO PROVIDE ROWS 1 AND 2 IN TABLE 1 BY OPERATIONAL AREA.

MS. GRICE:  Thank you.  AMPCO 22.

MS. BUTANY-DESOUZA:  We have it.

MS. GRICE:  Okay.  In Table 1 and Table 2 you provide the defective equipment events by cause, and then in Table 2 the defective equipment hours of interruption by cause.

Does the data in those two tables include major event days?  Or does it exclude major event days?

[Witness panel confers]

MR. WASIK:  So Ms. Grice, it would include outages that are of defective equipment that occurred on a major event day.  But I think it is important to clarify that these particular outages are as a cause of a defective equipment, but they just happened to be on a day that wasn't a major event day.

MS. GRICE:  So would you be able to strip out the major event days, that data, from those two tables?

MR. WASIK:  Ms. Grice, we can strip out the total defective outages of major event days, but we can't then break it down by which category was impacted by a major event day.

So we can do it in a totality.  We can add up the total in terms of the defective equipment, and tell you how many outages in defective equipment happened on a major event day, but it is not possible for us to then break that down into each particular category for you.

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

MR. MURRAY:  That will be undertaking JT 2.6.
UNDERTAKING NO. JT 2.6:  RE AMPCO 22, TABLE 1 AND 2, STRIPPING OUT TOTAL DEFECTIVE OUTAGES OF MAJOR EVENT DAYS


MS. GRICE:  Okay.  Then in terms of row 2, cable and accessories, can you just explain what you mean by cable accessories, what that equipment consists of?

MR. WASIK:  So cable accessories include cable splices, cable elbows, and cable terminations.  They all form part of the cable.

MS. GRICE:  Is there a difference between how you repair cable accessories compared to the actual cable?

MR. WASIK:  Well, the splices are actually the repair to the cable.  They're what's done to address when the cable failed.

So when a cable fails and we repair it, we repair it with a splice; that is why then it forms part of the cable.  So to us, it is one and the same.

MS. GRICE:  Okay, thank you.  My next question is regarding AMPCO number 24, please.

MR. WASIK:  We are with you, Ms. Grice.

MS. GRICE:  Okay.  In part C, we asked for a breakdown of assets under overhead line hardware -- no, I'm sorry.  I'm sorry about that.  I am looking at part D-- you know what?  I have answered my own question.  I realize now it is just a header on figure 4 in part D that’s overhead hardware, but I think what it should be is TX, class transformers.

MR. WASIK:  Yes.  So the table -- excuse me, the graph is properly marked.  It’s just the caption should reflect transformers.

MS. GRICE:  Forget that question.  That's great.  Thank you.

If we could please now go to AMPCO number 25.

MR. WASIK:  We are with you, Ms. Grice.

MS. GRICE:  Okay.  We asked for the your CPI and FPI ratios for the historical years 2014-2018.  And the response says that the performance measures are new and that you don't have historical data for any of these measures.

So for the years 2017, 2018 and 2019, what measures is Alectra using to monitor projects with respect to scope, schedule and cost?

MR. WASIK:  I think it would be helpful, Ms. Grice, if we provided the context upon us incorporating CPI and SPI into the Distribution System Plan performance measures.

Because there are several questions that I see from Energy Probe that asked about this specific question as well, so I think it is helpful just to clarify right now.

Alectra has adapted and evolved our asset management practices to manage projects on a project by project basis, and that allowed us to identify specific capital business cases and projects on its own merit, on its own scope, cost and budget.

And so that practice wasn't a practice that was considered and used in predecessor utilities.  It is a new practice, and it evolved with our implementation of a consolidated DSP, which now allows us to manage and operate our capital investments on a project by project basis.

And because of that, we now have a defined scope and defined schedule, and a defined budget upon which we report and measure those particular performances in those indexes.

So when you asked us to go back from 2014 to 2018, that's not possible because those particular capital projects weren't managed in that manner.  So it is not possible for us to tell you, from a performance standpoint, how those were done, because predecessor utilities had different ways of managing and identifying specific investments and groupings.

Now, under a unified one Alectra, one company, we now have a uniform practice.  And we are now introducing that in terms of what we're doing.

So for the 2016 and 2017 period, we continue to harmonize our practices, use the legacy practices until such time as we had one common ERP system, and now we're able to have common uniform work orders, projects with Copperleaf, business cases.  Now everything is aligned and tied together, and we can now start tracking those.

To answer your question, 2016, '17 and '18 had a combination of predecessor practices and was evolving to the Alectra practice.

MS. GRICE:  Okay, thank you.  Can we please turn to AMPCO 60?

MR. WASIK:  Yes, Ms. Grice, we're with you.

MS. GRICE:  Okay, thank you.  This was a table that AMPCO asked Alectra to fill out, and I wanted to ask a question about columns J and K.

MR. WASIK:  I'm sorry, the table doesn't have J and K.  So can you help us?

MR. KEIZER:  Let's make sure we're in the right interrogatory.  What number was it again, Ms. Grice?

MR. WASIK:  AMPCO 60.

MS. GRICE:  AMPCO 60, attachment number one, asset renewal rates.

MR. WASIK:  Our responses -- there's no column references.

MS. GRICE:  So the column I am looking at is historical asset quantity replaced 2014-2018.

MS. BUTANY-DESOUZA:  Do you see it?  Ms. Grice the very first quantity is 3669, correct?

MS. GRICE:  Correct.

MS. BUTANY-DESOUZA:  For pad-mount.

MR. WASIK:  So it is the historical quantity from 2014-2018.

MS. GRICE:  I wanted to clarify what that data is telling us.  Is that replacements for all of your capital investment categories, or just system renewal?

MR. WASIK:  So the first thing I want to clarify is that this represents -- and I think we had a note to that at the front of our response, Ms. Grice, that column J provides for the period of 2015 to 2018.

MS. GRICE:  Okay.  I'm sorry, I'm not seeing that note.

MR. WASIK:  It was in our response to AMPCO 60. There's a few caveats that we clarified that are included in the response.  It’s on page 1.

MS. GRICE:  I see it now.  Yes, I see it.  Okay, but even still, with respect to the quantities, are they reflective of all of the replacements of all of those assets across all investment categories?

MR. WASIK:  I'm sorry, Ms. Grice, I'm not following you.  Could you restate the question?

MS. GRICE:  Okay.  In system renewal, you would be replacing the list of assets shown on this table.  But it is possible that in other investment categories, poles are also replaced, transformers are also replaced.

So what I am trying to get at is do we have the full picture here of all of the assets that are being replaced for the historical years and the future years, or is this just a subset?

And if it is just a subset, would we be able to get the total amount, looking at all investment categories?  So system access, system service, including all of those.

MR. WASIK:  Yes, Ms. Grice, so I would clarify that this particular list of replacements include those that were of planned replacements.  We would not have the ability to provide all of the other assets that were replaced based on either reactive or other particular foreign interference-related replacements that were required.

So we're trying to provide a comparison based on what the condition of the assets required us to replace and what we planned for replacement with respect to similar investments, so that you can compare future versus what was planned and completed in the past.

MR. SHEPHERD:  Shelley --


MS. GRICE:  Then the -- yes?

MR. SHEPHERD:  Can I just step in?  You don't have a record of how many, for example, pad-mount transformers you replaced in a given year?

MR. WASIK:  We have a number of pieces of equipment that have changed in the system, but what we're looking at comparing here is, what was the condition of the asset?  What was replaced?  What is being planned to be replaced?  And we're trying to keep it consistent so that you are comparing similar investments to similar investments and not blending other types of investments and confusing the plan.

MR. SHEPHERD:  So you could tell us, for example, how many pad-mount transformers in total you replaced in 2016, let's say?  You could tell us that, right?

MR. WASIK:  We can provide how many we've replaced, but what we can't quantify is for what reason those were replaced.

MR. SHEPHERD:  Thank you.

MS. GRICE:  Okay.  So I guess what I was hoping to get was the full picture of the number of assets replaced historically for all of those assets for whatever reason.  Is that something you can provide?

[Witness panel confer]

MR. WASIK:  So Ms. Grice, you asked us in a different response whether we are tracking asset failures and replacements.  And we've highlighted to you in that response that we are currently building an asset data registry, and that is going to allow us to track not only the replacement of assets but also the reasons whether it failed or whether it was damaged because of an accident or whether or not the asset was a hazard and had to be replaced for either oil leaking or other reasons.

So we are currently building that repository, and we've clarified that in a separate response, that we recognize that this is something that we're currently, you know, putting together, but at this time it is not available.

MS. GRICE:  Okay.  So just one last question on this and then I will leave it.  When you said that the table reflects planned quantities, can I assume, then, that any planned replacements under system access or system service are included on this table?

MR. WASIK:  No.  So these are just assets that are being replaced based on the condition of the assets.  They would not include assets that we would replace for road-widening or other types of replacements that are not driven by condition.

These are assets that we've quantified that are being planned to be replaced based on condition, because we felt that providing these numbers to you allow you to properly identify why we're addressing some of the deteriorated assets in a common element.

MS. GRICE:  Okay.  Is it a lot of effort for you to provide the additional assets that are planned for replacement under system access and system service?

MR. WASIK:  Again, Ms. Grice, we would not know that in terms of how many are going to be expected to be replaced, so we would not know how many are going to need to be replaced for road-widening, so that is not something that we would be able to provide for you.

We suggest that the numbers that are being presented to you provide you a straightforward apples-to-apples comparison, and we propose that the numbers that are being presented to you provide a very good comparator, in terms of our rate of replacement.

MR. SHEPHERD:  Sorry, let me just step in again.  You have forecasts of what you are going to spend in system access and system service, right?

MR. WASIK:  Again, that is the basis of our variance account, is that we don't yet have clarity, in terms of the road-widening works and the number of conflicts that --


MR. SHEPHERD:  I am aware of that.  I asked a question.  Do you have forecasts, yes or no?

MR. WASIK:  We don't have forecasts and the number of units that are going to be replaced as a result of road-widening.

MR. SHEPHERD:  So what are the forecasts based on?

MR. WASIK:  They're based on historical expenditures of similar projects, but we do not know how many assets are going to be in conflict and what those assets are going to require.  Sometimes we may have to go to underground, sometimes we replace a pole with a pole.  We wouldn't be able to forecast that out --


MR. SHEPHERD:  So --


MR. WASIK:  -- for road-widening work.

MR. SHEPHERD:  So you can provide historical information on those, and since your forecasts are based on the historical information it would be similar, right?

MR. WASIK:  No, that would not be correct, Mr. Shepherd.  We would not be able to assume that every road-widening project is of the same number of units and the same changes.

It varies project by project, and that was the basis of our variance account, is that we don't know, and that is why we have asked to put together a variance account, because they're not driven by us.

MR. SHEPHERD:  Your forecast system access and system service are based on past data, right?

MR. WASIK:  No.  Our forecasts for road-widening is based on our experience with road-widening plus the knowledge of the projects that we know.

Until we receive proper plans from each municipality we can't determine which assets are in conflict and, therefore, can't determine how many assets are going to be replaced.

MS. GRICE:  Okay.  Are you done, Jay?

MR. SHEPHERD:  Yeah, I'm not getting anything.

MS. GRICE:  Okay.  I just have one quick last question.  AMPCO number 61, attachment number 1.

MR. WASIK:  Just one moment, Ms. Grice.  I am just going to find that.

Yes, Ms. Grice, I'm with you.

MS. GRICE:  Thank you.  I just wanted to confirm that the data in this table does not include momentary outages.

MR. WASIK:  That is correct.  The table of the failures is just for sustained outages.

MS. GRICE:  Okay, thank you very much.  Those are my questions.

MR. MURRAY:  Mr. Higgins (sic)?
Examination by Dr. Higgin:

DR. HIGGIN:  Good morning, Roger Higgin for Energy Probe.  So I would like to start with my questions, which are all related to system reliability and the linkage of that to the DSP going forward.  That's the context of the questions.

So I would like to start with just looking at your service areas and clearing up some questions on that.

So if you could turn up -- find in your Exhibit 4, tab 1, schedule 1, page 15, Table -- figure 5.1.1, which shows the service areas.

MS. BUTANY-DESOUZA:  We have it.

DR. HIGGIN:  You have that?

MS. BUTANY-DESOUZA:  Hmm-hmm.

DR. HIGGIN:  Just wait until it goes on the screen so others can see it.  It is page 15.  There we are.

Anyway, so when I was looking at the reliability data that had been provided, both in evidence and in interrogatories, and I had some problems of trying to relate some of the data to the service areas that are shown here and to the legacy -- very important -- legacy utilities.

So is there a map somewhere that shows the legacy utilities?  I was sure that all of the data that you provided for legacy utilities is related to that, because, for example -- I will give you an example.

In Appendix M, you have mapped the MAADs to the legacy utilities for the years 2014 to 2016, and then to Alectra service areas as is shown here for 2017-2018.

So I am a bit concerned how you've done that overlay.

MR. WASIK:  Okay.  So I can -- he think we clarified this yesterday, but I am not sure you were here --


DR. HIGGIN:  No, I wasn't.

MR. WASIK:  -- yesterday morning, Mr. Higgin.  So I with can provide some clarification here.

So the operating area in the east is the legacy, PowerStream.  Central is broken up into two.  The Brampton North, which is the central north, is the legacy, Hydro One Brampton.  And the south is central south, which is the legacy, Enersource.

DR. HIGGIN:  Yes.

MR. WASIK:  The west, which includes Hamilton and St. Catharines, is the legacy, Horizon utilities.  And the Southwest is the legacy, Guelph Hydro.

DR. HIGGIN:  Okay.  When you say Guelph, that includes those other small areas nearby?

MR. WASIK:  Well, what it includes is Guelph and Rockwood, Mr. Higgin.

DR. HIGGIN:  Just those two areas?

MR. WASIK:  That's correct.

DR. HIGGIN:  Now, when you were compiling all of these data for interrogatories, myself and so on, how did you manage to make sure that they were for the legacy -- when you gave it to us, legacy, how did you make sure they were legacy?

And then when you gave it for service areas, did you map it all to make sure that you had -- in other words, are we looking at clean data that says it relates to the legacy issues and legacy areas?

MR. WASIK:  That is correct, Mr. Higgin.  To the best of our knowledge and ability, the information, as broken out in terms of the requests from IRs that we received from Energy Probe, provide the reliability results based on those legacy predecessor utility service areas.

DR. HIGGIN:  Okay.  Thank you.  So could we just go down and look at EP IR number 4, please?

You have to go through five hundred pages of references to the Board documents before you get to it -- which I enjoyed reading all five hundred pages.

MS. BUTANY-DESOUZA:  We have it.

DR. HIGGIN:  Thank you.  Number 4, please.  So what we asked you for here is to provide the historic legacy data for reliability into tabular and chart form for each rate zone.

And you used data adjusted for major event days, correct, when you did that?

MR. WASIK:  So each particular table would be reflected.  And some tables, Mr. Higgin, are adjusted accordingly by what had been asked in the question.

DR. HIGGIN:  Right, okay.  And what we have then is the result of this exercise, which I took and perhaps we can go and look at the result.

So this is the spreadsheet, three pages of it that I produced and then sent to the company, “Thank you for your assistance in checking the data”, and so on.

And so I would like to get an exhibit for this spreadsheet, something like EP Exhibit TC something.

MR. MURRAY:  We will mark it as Exhibit KT2.1.
EXHIBIT NO. KT2.1:  SPREADSHEET FROM DR. HIGGIN


DR. HIGGIN:  KT2.1, thank you.  So what I just wanted to do is to highlight a few things coming out of my review, and thank you for the information.

So unfortunately, I had to do the graphs because I did ask for both charts and tables, but anyway I did the graphs.  And I just want to go look at a couple of things here, and that is, if you look at the top left table which at the top says “SAIDI MEDs adjusted” and “SAIFI MEDs adjusted”, historic for each of the rate zones.  Do you see that one?

MR. WASIK:  Yes, Mr. Higgin, we're with you.

DR. HIGGIN:  So when I looked at this, I decided that taking the average for each one, whether there was a trend.  In other words, which way were things going in the trend. And that is why the red numbers are there, and that was my interpretation of that.

And what I see when I look at this is that for several of the zones, it’s worse.  And for two zones, specifically for SAIDI, then two are better over time.  They actually improve or stay stable.  I don't want to say improve; I think that is within bound of error, but is stable.

And then if we look below, you’ll see under SAIFI that, for example, Brampton actually is better over time and so is Guelph and another one.  So some of them are actually, I will call them -- use the word stable.  They're not getting worse over time.

Do you agree or not?  The charts reflect that the below.  We will talk about the charts, if you want to look at the chart.

MR. WASIK:  We're having some technical -- thank you so much.

DR. HIGGIN:  Okay, thank you.

MR. WASIK:  So I think before we start going through each particular rate zone, I think it is helpful to clarify how we interpret reliability data and how that reliability data drives the decision-making and the overall Distribution System Plan.

So we do study, even to greater detail, the reliability impacts.  We even go down to the feeder level.

But the point that I am trying to identify here, Mr. Higgin, is our Distribution System Plan is based on entire service area. It reflects the needs of all of our customers.

This is not five plans that were glued together, and each plan is specifically designed for each particular legacy rate zone.

We look at the overall system needs and put together one common plan.  So we are going to have some differences with respect to the current trending.

But what I would also point out to you, Mr. Higgin, is that even if you look at someone like the PowerStream rate zone, you could see that in 2017, 2018 and 2019, you know, you are seeing -- excuse me 2016, 2017 and 2018, you are seeing an increase in terms of reliability SAIDI results, even after adjusting for MEDs.

So what we wanted to sort of identify is that during the development of our plan, we adhered to the Ontario Energy Board's request for us to put in a consolidated Distribution System Plan for all of Alectra -- not five DSPs for each predecessor utility; it was one consolidated DSP.

So we were guided by that request of us, and that is what we have submitted in this particular application.  But what is more important is that we also, when we put Alectra together, we committed to ensuring that each and every predecessor utility in the community we service will continue to receive good reliability.  We will maintain or improve reliability in each of the rate zones.

So we are not looking at each particular area and determining, you know, whether or not we can forget them.  We are making sure that our plans and our reliability and our system sustainment looks after all of the communities we service.  And in situations where we do see needs, we need to continue.

And so we just thought that it was very helpful for you to understand how we came about developing our plan and that we don't have five DSPs.  We have one DSP.  And then we try to build that plan consistently across all of our service areas.

DR. HIGGIN:  Thank you.  So I am going to go there in a minute about -- explore that answer.  But just to clarify, two of the graph's errors, chart 4 should be struck off, and chart 5 in the middle, the bottom ones are correct.

So that was just an error in collecting the data, and it is not a problem.  So that is -- those two charts are not correct.

So I will go to that answer, and to do that perhaps we have to go back to yesterday's discussion a little bit and just explore customer preferences, okay, a little bit, because what we heard yesterday was that customer preferences are broken down and examined on a rate-zone basis.  That was what the survey did.

Do you remember my discussion with the man -- what is his name, from -- Mr. Lyle, from Innovative.

MS. BUTANY-DESOUZA:  Yes.

DR. HIGGIN:  Okay.  So basically underlying the plan is customer preferences.  Okay?  And in customer preferences there were significant differences in customer preferences before -- for each of the rate zones.  Is that correct or not?

MR. WASIK:  That is not correct.

DR. HIGGIN:  No?  Okay.

MR. WASIK:  We didn't see that.  If you can point me to a specific reference --

DR. HIGGIN:  Let's look at -- go back to the workbook again.  Okay?  We can perhaps go to residential, page 34.  That one, I agree, you looked at all of the rate zones in the first question was about outages, okay?  You looked at all of the rate zones, and there were differences in perceptions.  We had those discussions with Mr. Lyle.  That is page 34.

But then when you go and ask them about what's going to be done about the problems, when we get to page 41, please, this is about the question of cable replacement, my favourite topic, which we will come to.

How many rate zones were asked about that?

MS. BUTANY-DESOUZA:  As we discussed -- as you discussed with Mr. Lyle yesterday, the three rate zones in which the cable replacement projects exist.  Incremental for the M-factor.

DR. HIGGIN:  Are you sure of that?  Because cable replacement is still happening in the other zones, so it is a difference between base rates and M-factor?  Is that what you are trying to say?

MS. BUTANY-DESOUZA:  Yes.  It is the incremental projects.

DR. HIGGIN:  But how would I know that from this question?

MR. WASIK:  Well, when you see the top, right, it does identify that within current rates there are specific amount that is being done.

So all we are asking for is, we're seeking additional funding to undertake incremental underground cable replacements.  We have asked those customers that are going to benefit from that incremental amount of investments to tell us what pacing they would prefer us to take.

DR. HIGGIN:  And you asked it for those three rate zones.

MS. BUTANY-DESOUZA:  That's right.

DR. HIGGIN:  Not for Brampton and Guelph, correct?

MR. WASIK:  That is correct.

MS. BUTANY-DESOUZA:  That is correct.

DR. HIGGIN:  So you're not doing any incremental cable replacement for those two zones; is that correct?

MR. WASIK:  We are doing some incremental underground in Brampton, because after we finished doing the -- under -- excuse me, after we finished the customer engagement and taking into account the input that we received, we recognized a need to increase investment for underground renewal, and have since introduced some additional projects.

DR. HIGGIN:  Right.  That issue, I think, is very important to note that there is a change between the customer survey and the plan in that regard, okay, for that rate zone.  Am I correct?  You are going to put in new capital into Brampton for underground cable?  And you will be doing something -- I am going to go to the next one in a minute.

MR. WASIK:  Yes.  There are some -- there's a few projects that we've introduced in Brampton, but they're not of significance relative to the base rate and the material that we are implementing.

DR. HIGGIN:  Are those projects we're talking about in the base rates or are they in the M-factor, just to clarify.

MR. WASIK:  So there are underground replacement in the base rates, and there is a few in incremental.

DR. HIGGIN:  Okay.  Now, let's go back to my other interrogatory 4, if we could.

MS. BUTANY-DESOUZA:  We just need a minute.

DR. HIGGIN:  You will need a minute to find it, particularly since we're looking at part C.

MS. BUTANY-DESOUZA:  Can we get your reference again, please, Mr. Higgin?

DR. HIGGIN:  It is my interrogatory response EP-4, part C.  You'll recognize this.   This is the Board's chart.  Perhaps you could just help us all.  I am talking too much.  Why don't you tell us what this chart shows, please.

MR. WASIK:  Well, Mr. Higgin, my understanding is that it is the chart that you provided to us and asked us to update.

So it does provide -- our understanding of it is that it provides a ranking of the utilities by the SAIDI, excluding major event days and loss of supply.

DR. HIGGIN:  Correct.  And what we see there correctly is that in the second quartile, I think, you have two utilities, being Guelph and Brampton, that are much better than the median.  Correct?

MR. WASIK:  So the historical experience for SAIDI in Brampton and Guelph is ranked one of the better ones in Alectra's service area.

DR. HIGGIN:  Right, thank you.  So I just wanted to make that connection between reliability and then the program and customer preferences.  That is a very important thing to go through before we get to the replacement program.  You would agree?

MR. WASIK:  I would add to that, Mr. Higgin, that what you are comparing is the overall system average duration index.

What our underground rebuild projects focus on is the areas within that system that have experienced a higher than average number of failures.

We have identified the Rathburn area as another example where generally speaking, you know, those customers have experienced 600 percent more than the average system average.

So, you know, the investments that we have proposed for Brampton may not significantly impact the overall system average, but it will certainly impact and benefit the customers in that area where that system is being improved.  Right?  And so these particular areas are identified through our condition assessments, historical reliability -- I think I explained to Mr. Oakley earlier today that we looked at condition of the asset, configuration of the system, the number of customers that are connected, and where we anticipate and have been experiencing failures.

So the investments that we have may not always move the overall SAIDI in a different direction, but they certainly are going to help out those areas.

The other point that I want to identify, coming back to our commitment during the MAADs application, was that we will maintain reliability or we endeavour and plan and work to maintain or improve reliability in each of our service areas.

So we do not want to see Brampton or Guelph get worse.  We don't want to see any of those utilities change in the slides.  They all have to be maintained or improved.

DR. HIGGIN:  Right, I am not disagreeing with you.

So the only other thing I would like to look at next is -- on reliability, before we get to the DSP itself, is to look at the second page of the spreadsheet, KT2.1, page 2.  Do you have that before you?

This is corresponding correctly to the chart that Ms. Grice was discussing with you for the DSP plan, showing the different lines and so on.  The thing that is not here is the ACA bars, but it has -- the lines are the same as that chart.

So here we are and here your proposed scenarios, one being planned and the other being partial funding.  Can you just explain what the difference is between the planned SR scenario and the partial funding?  That’s the two lines on the chart.

MR. WASIK:  Absolutely.  So I think it is helpful if we looked at the chart on page 12 of the DSP.

DR. HIGGIN:  Yes, I have it in front of me.

MR. WASIK:  So it is very helpful. So as we explained in the DSP, the objective of the investments and the overall plan is for us to maintain reliability.  And as we explained in section 5.2.3, specifically with respect to our reliability targets over the Distribution System Plan five-year window, we anticipate -- or the period, we anticipate to keep SAIDI at 0.9 hours once adjusted for MEDs, and SAIFI at 1.3 hours.

So our overall plan was to ensure that the system maintenance is maintained to historical levels, as set out.

What this graph that you took me to on the Excel spreadsheet reflects the first part, which is our DSP plan scenario reflects that our plans align us to maintain reliability in our overall service area.

The second portion is a scenario we examined that reflects our current experience of not having full funding of the Distribution System Plan, and for us to defer specific needed system renewal investments, increasing the backlog of assets and increasing the failures which cause outages in our system.  And over the last five years, as we presented in that particular section of the DSP, 5.2.3, we have experienced an 8 percent year over year increase in terms of the outage durations and customer hours of interruptions.

Should that trend continue, we now forecast with the increased number of assets coming due, that our reliability is going to continue to deteriorate and worsen on that same trend over the projected plan.  And that is what we're trying to reflect here, is that we have an urgent need that needs to be addressed, and this DSP and the investments that are in it allow us to reduce and eliminate that negative trend and to stabilize it and keep it at the historical levels that our customers have told us they expect.

DR. HIGGIN:  Okay, thank you.  So if we look at the --I will call it the historic, go back to page 1 and look at the summary Alectra reliability, just below -- at the top right, just below the zone data and the chart then below chart 1, okay.

So that is what you're telling us is the historic.  If you look at chart 1, please -- chart 1, there we go -- that is what you just mentioned, is the historic.  And that trend, the line that is shown, the linear -- I should say trend, but that isn't in Excel.  The line is what you just discussed?

MR. WASIK:  If you're referring me to the bottom table on the first page...

DR. HIGGIN:  No, the chart 1, please.

MR. WASIK:  Oh, I'm sorry.  I'm with you, chart 1, yes.

DR. HIGGIN:  Chart 1.

MR. WASIK:  I'm with you.

DR. HIGGIN:  So that is exactly what you just said.  That was the historic and then what we would do -- if we didn't do anything, we would then follow, I guess, the trend line upwards, 8 percent or something.  It is actually depending on whether it is SAIDI or SAIFI, 6 or 8 percent deterioration.

MR. WASIK:  So again, Mr. Higgin, it is a combination of known assets that are not performing reliably, our experience with defective equipment, considering the other main driver of our deteriorating assets -- which is the impact of adverse weather, which is also dependent on the condition of the assets.  When you take all of that in totality, yes, the increasing trend in SAIDI is what we're endeavouring to reverse in our DSP and bring that back to stable.

So that rise, we hope to reduce that.  And I think we have an example of that in our response.

DR. HIGGIN:  Right.  Just going back to our original question, that is on average across the whole service area.

MR. WASIK:  Again...

DR. HIGGIN:  There might be differences if you went back and looked at the legacy utilities.  Some might improve more and some might not.  But on average, that's is your average scenario?

MR. WASIK:  So again, this DSP is built on our overall system, but the investments in the plans have been developed for the areas of the greatest need.

DR. HIGGIN:  Okay.  We're going to come to look a bit at your DSP, and perhaps we can get right to where we want to go.  Given the time, I will try to curtail a bit and move on to looking at EP-8, response.

So I am going to focus on the cable replacement component -- not that that's the only thing that is affecting reliability.

MR. WASIK:  Correct.

DR. HIGGIN:  But it is the major one, as you have identified, correct?  So that is what we're focussing on.

So can you just go through and start at the table 1, and just tell us what does this tell us, in terms of the investment historic and the amounts of cable that have been replaced over the historic period.

For example, let's pick Brampton.  It doesn't seem to be much cable.  Why is that, that there isn't that much cable being replaced?  Is it all brand new, or isn't there any?

MR. WASIK:  So, Mr. Higgin, first we wanted to caution about looking at historical expenditures because, specifically for cables, legacy utilities were addressing this in slightly different approaches.

So for example, some utilities bundled cable injection and cable replacement like Brampton did, and did that in one investment grouping.

Others looked at just the cable replacement.  Others incorporated cable replacement with transformer and switch gear replacements as an overall rebuild.

So when you look at 2015 and 2016 and a portion of 2017, we have to take into context that those legacy practices and the way that they set up their underground cable renewal were not consistent.  And we have done that once we amalgamated and came together as Alectra.  Now we have one common uniform practice.

And example of that is that cable injection wasn't something that was done in Mississauga, or in the Horizon rate zone.  But it is now something that across Alectra, we're looking at as implementing.

So I am just providing some caution that if you are trying to draw a straight line, we've changed practices so it is not that straightforward.

And I think we have put several indicators along the way that we caution about looking at historicals.  We submitted historical data to provide information for filing, but we caution about that.

What I will also highlight, though, is that the investment needs in the predecessor utilities have often caused us to defer and delay cable investment.  And we have explained that in our DSP that, you know, we had needs.  We tried to get specific cable replacements going.  But we had needs from system access or some other investments or funding wasn't available, and it caused us to continue to defer and delay and get behind on our plans with respect to our investments.

So this is the key issue for us that we're trying to address in this DSP, is that we have put in a very complete and comprehensive cable renewal strategy, and we have funded it and budgeted it proportionally to the needs of the system, and now we are moving forward in a uniform manner across all of Alectra's service territory, and we are being consistent in terms of identifying those neighbourhoods and those areas where this particular asset is causing us reliability issues, safety issues, and risks, and we're systematically going through them.

So, you know, it is difficult to look through historicals and looking for trends for those multitude of reasons.

DR. HIGGIN:  Well, I was just going to go and move to Table 2.  This is showing the forward plan.  And I just wanted to clarify one thing on that, that this is only the replacement component of the -- of the program, not including injection and so on.

For example, if we look at Appendix A10, you distinguish in A10 the two aspects of the program, correct?

MR. WASIK:  Well, we call it a strategy.  We don't have programs any more.

DR. HIGGIN:  Okay.

MR. WASIK:  And so --


DR. HIGGIN:  I like programs.  I like strategy.  Whichever is good.

MR. WASIK:  Strategy.  We use -- these are all projects, and so, yes, these lengths that we provide in Table 2 are replacements.

DR. HIGGIN:  And then I notice in all of your interrogatories to AMPCO you have broken it down by rate zone in detail, correct?

MR. WASIK:  So once we've identified the projects, we can then identify where those projects are being implemented by that, so, yes.

DR. HIGGIN:  And you provided that information.  So I just wanted to say one problem I was having in looking at the data on the replacement program, and there seemed to be slightly different -- I am now talking purely the replacement piece, not the injection or refurbishment.

It seemed to be some different numbers in one or two places, and maybe you could look at this for me and see which ones you would say were appropriate.

MR. WASIK:  So Mr. Higgin, one of the issues that we had when we were presenting these tables, in terms of cable replacement, and that shows that very small difference between some of the tables, reflects that some of the tables include PILC cables that are being replaced in the Horizon rate zone.

So those cables, they're not material, they're not of large magnitude, but provide that small little difference between those.  So sometimes where the question is around XLPE cable replacement, we just focused on that, but in some other cases where cable replacement is PILC, it also includes the overall -- because there is a small amount of cable that we're addressing in the west that is PILC.

DR. HIGGIN:  So let's go and look at Appendix 2AA Board.  That is in Exhibit 4, tab 1, schedule 1, just to --


MR. WASIK:  Just give me one moment.

DR. HIGGIN:  -- illustrate that.  I know you have to pull that up.  And keep up this table that we just had, please, if you can.  We will go back to it.  Do you have it?

MR. WASIK:  What page are you?

DR. HIGGIN:  I am looking at Appendix 2AA, and I am looking at the bit that says "underground asset renewal".

MS. BUTANY-DESOUZA:  Sorry, can you give us the reference again, Mr. Higgin?

DR. HIGGIN:  Exhibit 4, tab 1, schedule 1, and it is -- I don't have a -- page 370 in that document.

MS. BUTANY-DESOUZA:  DSP.

DR. HIGGIN:  And it is appendix 2AA, capital project by group.

MR. WASIK:  Yes, Mr. Higgin, I'm with you --


DR. HIGGIN:  You have it?  Okay.  When you look --


MR. WASIK:  -- just going to bring it up.

DR. HIGGIN:  -- at -- look at those numbers, they're not exactly the same as I have seen in other places, as well as when we look at the cost here for -- I would assume that this number includes the PILC number; is that correct?

MR. WASIK:  This table would include everything.

DR. HIGGIN:  So it includes PILC and it includes replacement and refurbishment?

MR. WASIK:  That's correct.

DR. HIGGIN:  Okay.  So can we go and look at Appendix A10, and then you can help me understand what I am looking at in that one, please.

So that would be Exhibit 4, tab 1, schedule 1, and Appendix A10.  And perhaps we will just look at the charts on pages 17 and 18, and just so I know what I am looking at and then comparing that to the numbers I am looking at above here, these numbers that you see here in this chart in Table 2.

MR. WASIK:  I'm with you, Mr. Higgin.

DR. HIGGIN:  Okay.  So you can understand what my issue is.  I am looking at Table 2 and I am trying to find where is that number?  Where do I find it?  And I look at all of these other places, and I don't find this number, which is supposed to be only the underground replacement number.

And yet at, I see, for example, a 32.67 there, but then in the other table it is not the same, because it includes other components, right?

MR. WASIK:  That's correct.  So it might be helpful, Mr. Higgin, if you would turn up Appendix A10.

DR. HIGGIN:  Yes, I've got it.

MR. WASIK:  The first page.

DR. HIGGIN:  Yes, first page, okay.

MR. WASIK:  So you will then understand that under the category, underground asset renewal, we included cable and cable accessory renewal, switch gear renewal, and civil structure renewals, so that there are other investments.

Now, in that appendix we did then break it out for you to say of that overall underground asset renewal, we then broke it up by cable, switch gear, and civil structures, so that you can understand which of those particular investments are driving the overall portfolio for the underground asset renewal.

DR. HIGGIN:  Right.  So this Table 2, just to be clear, is only underground XPLC cable replacement only.

MR. WASIK:  So the figure that you took me to on pages 17 and 18 --


DR. HIGGIN:  Yes.

MR. WASIK:  -- relate to the cable replacement.  The Appendix A -- 2AA reflects all of our underground renewal, which includes cable, switch gear, and underground civil structures.

You have to appreciate that if we were to include every project on Appendix 2AA it would be multiple pages, because there would be more than 800 projects there.  So this totalizes (sic) all of our underground renewal aspects.

DR. HIGGIN:  So let's just go back to my spreadsheet and the table that you provided me on page 3, under tab 3, please.  I just want to see -- know what I am looking at here when I am looking at this.

So this is the replacement scenario, which is supposed to deal with the one that overall is trying to improve the -- or maintain the reliability.

So when you look at these numbers, does this capital in this case -- would the capital related to this be the same as Table 2 in the interrogatory response we just looked at?  Have we got everything correctly identified?  You can understand I am trying to walk between these and having some difficulties.

MR. WASIK:  I will try to see if I can help you.  I am just going to bring up the response to EP 26 just to confirm for you.  We believe that it does align.  We just want to make sure that it does reflect it.  Excuse me.

Yes, Mr. Higgin, I can confirm that the figures as presented in that table do reflect the reference correctly.

DR. HIGGIN:  Okay, that's very helpful.  See, what I was trying to do -- and I will show you what I am trying to do, and hopefully you can help me with this one.

For the -- let's go to look at SEC 2.  That's interrogatory response to SEC number 2.

Or you could go either to the other one, which I could look at; it doesn't matter.  Board Staff, which is a different one.  But anyway, let's look at SEC, and the table that is in there.

This lays out all of the projects and it talks about the reliability improvement.  And that is based on the appendix L methodology --


MR. WASIK:  That's correct.

DR. HIGGIN:  -- that is redacted.  So I don't know what the methodology is unless I sign the agreement, okay.  But anyway, it is redacted.

So what I would like to try to understand, because my focus is on reliability, is how do I find the projects by category that impact on reliability?  How can I put them with the capital and everything?  How can I put it all together in one place?

I can give you a chart just to help you with what I am trying to do and if you have done it, it’s wonderful.

If somebody could just take this chart and provide it.  That is what I am trying to put to...

[Passes document to the witness panel]

MR. WASIK:  Mr. Higgin, I think I can help you here.  So you have asked us to complete the replacement scenario.  So let's just focus on the defective equipment, because I think that’s -- let's deal with one particular matter at a time.

So what you have asked us to complete for you is to assess the reliability benefits of some of our replacement renewals to address the impacts that we're seeing as a result of defective equipment.

And we have presented that for you at the bottom of that table, where you can see the volumes of...

MR. BRETT:  We're missing you.

MR. WASIK:  I will try to speak into the microphone. And so we've presented the benefits, in terms of SAIDI and SAIFI.

Now, one of the cautions that I would provide is that not all projects provide continual improvements. So the caution that we would have is how you add up the benefits.

Some projects, like system renewal, provide improvements into some of the worst areas.  But once you fix that particular issue, you are not going to expect failures.

Where other investments -- I will give you an example, automation and switching -- will provide you perpetual benefits moving forward.

And so when we evaluate those projects, we take that into consideration, is that which particular investments will continue to provide reliability benefits, because those switching and automations you continue to use to aid you in restoration.

So if you were to just look at the impact of outages that we're experiencing because of defective weather, or impact of outages as a result of adverse weather, and then you compare that against some of the investments, you will see that they add up.  They do bring us to a level where we can maintain reliability.

The other caution that I would also put is that it's a fool's errand to try to predict the future, in terms of reliability.  You know, we don't know precisely what the impact of weather and heat, when specific parts of the system are going to be tested through heat waves or whether we're going to have floods or storms.  We do our best to plan based on experience in what the trends are, but there is limitations in terms of predicting what the future is and sizing that up.

We feel that we've taken into account our current experiences and the trends, and have planned to those trends and paced our investments to reflect that.

But as Vanry identified in their review, should the deterioration of cables accelerate and be worse than our current experience, should the weather continue to escalate in terms of volatility and storms, the pace that we've presented may not address those particular things.

The overall message that I think would be helpful, Mr. Higgin, is that we are, in this particular plan, simply trying to get at the backlog of the defective equipment, and address the severity of the impacts of extreme weather or adverse weather situations in areas we have identified.  Nothing extra.

We're simply trying to catch up, and we have paced our particular investments to allow us to catch up to that rate.

I want to take you to perhaps AMPCO 12, which I think is going to help you see that in a numerical manner.  So we're talking about cable replacements.

So in AMPCO 12, if I can ask you to bring that up, in table 1, because I think this is going to bridge that confusion for you, Mr. Higgin in a very clear manner.

So Ms. Grice asked us to provide for her the renewal rate that we've had with respect to underground cable and the projected one.

So as you can see on table 1, our historical from 2015 to 2019 ranges from 0.81 percent to 0.98 percent.  That's about a 0.73 percent average over the five years.

When we look down below on table 2, where we present the percentages of failure and we tally up all of the predecessor operating zones, we recognized that that rate is about 1.85 in 2014, 2.52 in 2015, and it is increasing to all the way through.

So what this reflects is that our rate of failure -- which is, you know, over 2 percent -- is greater than our historical replacement rate of 0.73.

So what we're proposing is not to even exceed the historical failure rates; it is to catch us up from 0.73 average to about a 2 percent average.

DR. HIGGIN:  Thank you.  I understand that's...

MR. SHEPHERD:  Roger, can I just step in?  On that table there, why is the cable population the same throughout?

MR. WASIK:  So to make the analysis consistent, we didn't know what the future cable population is going to be.  And to make the comparison equal we have used a comparison which is reasonable.

We have not significantly changed the population of our cable.  So we don't know how much cable we're going to add, so we've left the population consistent, Mr. Shepherd.

MR. SHEPHERD:  I am looking at this and this is 2014 to 2018.

DR. HIGGIN:  Oh, yeah, this is historic.

MR. WASIK:  So the historical failures, the historical failures so wanted to have the comparison on a level playing field.

MR. SHEPHERD:  So can you provide this table with the actual cable population for each year?

MR. WASIK:  Yes.  But what we're saying, Mr. Shepherd, is we can -- yes, we can provide that.

MR. SHEPHERD:  Thank you.

MR. MURRAY:  Okay.

MR. MURRAY:  That will be undertaking JT 2.7.  I also want to do a time check --

UNDERTAKING NO. JT 2.7:  TO UPDATE AMPCO 22 TABLE 2 TO INCLUDE ACTUAL CABLE POPULATION FOR EACH YEAR


DR. HIGGIN:  I am just about finished.  If I could just ask one more question, I am done.  Okay?  So coming back to where we were and what I am trying to put together, the thing that you talked about was all part of the plan is relating that plan to the improvements or changes in reliability as you predicted in SEC 3, or for underground cable specifically in G-Staff-29, table 1.

If we look that up...

MR. WASIK:  Just one moment, Mr. Higgin, I am going to bring up G-Staff-29.

DR. HIGGIN:  There we go.  Okay, you see it all there?  So what I am trying to do is bring in all of the other data that relates to those projects, including the capital cost and so on as I have outlined in my proposed thing.

I am going to ask you for an undertaking to provide, using Table 1 as the basis, which would include the additions I am requesting, which would be the number of kilometres involved in each project, et cetera.  I am going to ask -- because that brings it together.

I can do it, but -- that is a lot of work, yes.  But I think it will improve my understanding of the most major component of your plan, which is underground cable replacement.

MR. WASIK:  So Mr. Higgin, I think I can help you, because you asked us to actually provide this information, and we already provided it to you.

So if you were take a look at the replacement scenarios that you have here --


DR. HIGGIN:  Yes.

MR. WASIK:  -- you do see that there is an impact duration hours on SAIDI and impact duration -- excuse me, impact number of interruptions on SAIFI.

So that has already been provided for you.  You can bridge that gap by just looking at those particular hours that have already been provided for you.  It is all totalized and nicely aligned for you so you can see the overall total number of kilometres of cable that we're expecting to or planning to address, the impact on SAIFI and impact on SAIDI, and you can bring that back to understand how that matches with what we're experiencing in terms of deteriorating reliability.

DR. HIGGIN:  But it doesn't provide a breakdown, for example, by rate zone and by -- it doesn't include the capital amounts.

MR. WASIK:  Mr. Higgin, the capital amounts have been provided in Appendix A2.  We just went over them.  That information is all available.

DR. HIGGIN:  No, no, I agree.  All of the information is there.  I am asking you to put it together.  If you won't, I will do it, and I will bring it to the hearing.  That's fine, I will.  So don't worry.  If you are going to refuse, that's fine.  I will bring it to the hearing.

MR. KEIZER:  That's fine, thanks, Mr. Higgin.

DR. HIGGIN:  So I am done.  Thank you very much.  Thank you for answering my questions, thank you.

MR. MURRAY:  I propose we take lunch now, and why don't we try to come back for two o'clock.
--- Luncheon recess taken at 12:50 p.m.
--- On resuming at 2:02 p.m.

MR. MURRAY:  Welcome back, everyone.  Mr. Ladanyi, the floor is now yours.
Examination by Mr. Ladanyi:


MR. LADANYI:  I hope to be brief; I don't know how long the answers are going to take.

Can I just start with one item that came up just before lunch.  It is SEC 2.  Can you turn to that.  Page 2.


If you go down the page, there is a project 103171, implementation of Alectra Network Operations Voice Radio System.

I was wondering, is this an integration project, whereby the entire Alectra system will be on the same voice radio?  It is 103171, and it is on the screen now.  You don't have to look it up.

MR. WASIK:  No.  That's not an integration project.  That's a replacement of a voice radio system, and Alectra is using the new platform.

MR. LADANYI:  But is it for the entire Alectra company, or is it just for one of the constituent utilities?

Just to help you, the reason why I am asking this is I went through the list, and it seems to me that is the only project that seems to be an integration project.  But you can correct me; maybe there’s some other ones hidden in there.

MR. WASIK:  I can confirm that it's not an integration related project.  I would have to look to see what rate zone this particular project --


MR. LADANYI:  Can I have an undertaking for that?  I would like to know.

MR. WASIK:  Yes, that's fine.

MR. MURRAY:  That will be undertaking JT 2.8.
UNDERTAKING NO. JT 2.8:  TO CONFIRM WHETHER THE VOICE RADIO SYSTEM IS AN INTEGRATION-RELATED PROJECT


MR. LADANYI:  Thank you.  Can we move on to -- the rest of my questions are entirely related to your responses to our interrogatories.  Can we go to EP-2?

MS. BUTANY-DESOUZA:  We're just taking a note, Mr. Ladanyi.

MR. LADANYI:  Thank you.  So in part B, if you can scroll down a bit, in part B we ask a question to please provide -- let's look at the question first for a minute.  Can you go up a bit?  There.

"Please provide a table that compares the status quo capital under an ICM to the current request for each sub-utility rate zone and for Alectra, over the period 2020 to 2024."


So now can you scroll down to the answer, B, it says:
"The calculation of the materiality threshold and maximum eligible incremental capital amount is the same under the ICM and M-factor proposal.”

So does that mean it is the same total, or does it mean the same projects?

MS. YEATES:  The materiality threshold is calculated as a sum of the thresholds for each of the legacy utilities.

The projects that we list as M-factor projects are projects for Alectra, based on the one consolidated Alectra DSP.

MR. LADANYI:  So under the ICM, you would have the same total amount, but you could have different projects.  Would that be right?

MS. BUTANY-DESOUZA:  Based on Alectra's approach to our understanding of the ICM, and the way that we have interpreted it and modelled it for M-factor purposes, the project eligibility is the same.

That being said, we're not filing for ICM.

MR. LADANYI:  Right.  So it let's go to the next sentence, which really intrigued me.  It says:
"Alectra Utilities has adopted this element of the OEB's ICM policy."


So the way I read this is that Alectra has what I would call a cafeteria approach to OEB policy.  You just take what you like, the elements of policy, like in the cafeteria you take what food you like to eat.  Would that be right?

MS. BUTANY-DESOUZA:  I can't comment on the analogy that you put to us.

However, we've laid out in Exhibit 2, tab 1, schedule 3, all of the elements of the proposed M-factor which, as we've discussed at length yesterday, is to satisfy the capital needs of the utility that align to and are supported by the underlying Distribution System Plan for 2020-2024.

And in that table, we've identified for comparison purposes -- because we believe that the M-factor fits within OEB policy -- the comparison to the similarly applicable ratemaking item and that is the ICM.  And therefore, that statement is consistent.

MR. LADANYI:  That's right.  So you are agreeing with me that you have not adopted every element of the Board's policy, only those that you wanted to adopt?

MS. BUTANY-DESOUZA:  We've identified that we have specific capital needs, and we've set out in this table and throughout our evidence, and certainly yesterday and today, that the M-factor is intended to satisfy those needs.

MR. LADANYI:  We can follow this up in the hearing.  Let's go to EP-3 please, Energy Probe 3.

So let's look at, first, question A.  We asked:
"Does Alectra agree, or not, that the current application seeks approval of a custom IRM plan?  Please discuss."


So your answer A, it says
"Please see Alectra Utilities' response to SEC-22."

So can we turn to SEC-22, please?  Which line should I be reading, where should I be reading in SEC 22 for your answer?

I don't want you to read me the whole answer.  I can see the whole answer.  Can you zero in on what specifically answers my question?

MS. BUTANY-DESOUZA:  Well, custom plans are, by their very nature, specific to a utilities' circumstances.  In SEC 22, we were asked whether this is a custom IR, and we've said that our proposal is to set rates through price cap.

We are seeking incremental capital funding and we've set out a means by which to do that.

MR. LADANYI:  So it is more or less -- I would see it as a yes or no answer; is it a custom IR or not.  I think when I read SEC 22, through many paragraphs of it, you're essentially say yes, it is a custom IR.

MS. BUTANY-DESOUZA:  Well, no, I specifically said that no, it's not.

MR. LADANYI:  So you're saying -- I think Board might be equally confused when they read sec 22.  Again, we will see how the Board feels during the hearing.

So then I look at B.  We said, "Please explain why Alectra is filing its CCTA plan without rebasing, including presidential aspects of this request", and you directed me again to SEC 22, which apparently has your entire explanation for that.

MS. BUTANY-DESOUZA:  Well, I am happy to elaborate.

MR. LADANYI:  No.  I have read SEC 22, thank you.  So there is no particular sentence I should be zeroing in on?

MS. BUTANY-DESOUZA:  We are in a rebasing deferral period; that is the reason that we are not rebasing.  We are seeking incremental capital funding in support of our Distribution System Plan, as is afforded to consolidating utilities under the MAADs policy and within the MAADs handbook.

MR. LADANYI:  So in part C, we asked:
"In support of Alectra's position set out in Exhibit 2, tab 1, schedule 3, page 6, please provide the relevant extracts of the Board's guidelines and filing requirements and precedent decisions."

And you provided -- and I counted 440 pages of text.  My interpretation of the word "extract" -- and I looked it up in the dictionary.  You can look it up for yourself -- it means a passage from a text.  Do you agree that is your understanding of the word "extract"?

MS. BUTANY-DESOUZA:  Yes.

MR. LADANYI:  So you have 440 pages of passages from a text.

MS. BUTANY-DESOUZA:  I've provided you the full documents; that's correct.

MR. LADANYI:  Yeah, I know.  But let me put it this way, and you don't have to impress me.  You have to impress the Board.  Do you expect the Board members to read through 440 pages looking for what you mean?  Because they will be kind of disappointed that you have given them this task.

So is there any way that you can actually zero in and tell us what we should be reading here?

MS. BUTANY-DESOUZA:  I think we've done that in our application in the executive summary.  We have set out the requests that we're seeking and the -- we've taken the application back to the extracts of the MAADs policy, to the extracts of the MAADs handbook, and in responses to other interrogatories that have put to us the questions on the ACM policy and, as we explored with Mr. Wang earlier today, elements of that that we do not -- that we have interpreted and shown the development of our logic
versus -- or in conjunction with the MAADs policy and the MAADs handbook.

You have asked us questions about why don't we file for an ACM.  In those responses to Energy Probe we have directly said that an ACM is for a cost-of-service application.

I think we have set out in multiple places where we've been directly responsive and helpful on what our understanding is of OEB policy.

In relation to this response, we've provided those policies in their entirety in order to support and assist.

MR. LADANYI:  The Board -- so are you saying that somewhere hidden in all of those references, all of those 440 pages, there is something that you are relying on, because we could go, by the way, we could go page by page through 440 pages -- I am sure everybody here won't be too happy -- and I could ask you in each page to tell me what is the relevant passage from the text on this particular page, of that particular page, but I am not going to do this.

You actually are asking the Board to do it for you, which, again, this will be interesting to see how that turns out.

So I will give you an opportunity, actually, here that in the undertaking provide a proper answer to part C.

MS. BUTANY-DESOUZA:  No.

MR. KEIZER:  No.  We have provided our position throughout the application and in the responses to the various interrogatories.  So we are not going to provide the response.

MR. SHEPHERD:  Sorry.  I have been listening to this, and it sounds like you are sort of annoyed with the question, so you just dumped 400 pages on him rather than answer the question.

But is it not possible for you to identify the extracts in the various documents that you are relying on?  I mean, if it's not possible, just say so.

If you have done it somewhere else, that's also okay.  But to just refuse to answer doesn't seem to be appropriate, Mr. Keizer.

MS. BUTANY-DESOUZA:  Mr. Shepherd, I did say to Mr. Ladanyi that we've provided it in evidence.  And we have provided it in response to other interrogatories and in response to questions from Mr. Wang earlier today --


MR. SHEPHERD:  So --


MS. BUTANY-DESOUZA:  -- and in discussion with you yesterday, in fact.

MR. SHEPHERD:  So we should just look for everywhere you quoted the Board somewhere in your -- in the 4,000 pages of evidence?

MS. BUTANY-DESOUZA:  But I have given you specific references to those pages.  I haven't just quoted a policy document.  I have taken you to page 9 of the MAADs policy, or page 17 of the MAADs handbook, or to the ACM policy.

It's not that I have just quoted hundreds of pages.  I recognize that there are 4,000-plus pages filed at this point.  But I have been specific.  So have my colleagues.

MR. SHEPHERD:  So if we go to, for example, your executive summary, would we find all of the excerpts there?

MS. BUTANY-DESOUZA:  You would find a number of them for sure, and then, I mean, our whole evidence includes the responses to interrogatories.  I am sure we can agree on that, and we have taken the time and the effort to provide appropriate references in the responses to what is now over 1,000 interrogatories.

MR. SHEPHERD:  So basically your answer is, this stuff is all somewhere in the evidence already, so we don't need to answer it again?

MS. BUTANY-DESOUZA:  Well, I answered it specifically in the evidence.  So your premise to me, Mr. Shepherd, was that I was being vague, and what I am saying to you is that I have actually been quite specific in each of the questions where I have been asked it.

MR. SHEPHERD:  Okay, that's fine.  Thanks.

MR. LADANYI:  And in part D we asked whether you had petitioned the Board, and you said it is not applicable, which is fine.  But had you actually had any meetings with Board Staff where you discussed in advance your filing, saying what you were contemplating to do?  Or did you just file it as a surprise?

[Witness panel confers]

MS. BUTANY-DESOUZA:  Mr. Ladanyi, in response to CCC 21 we were asked if we had had any discussions with OEB Staff regarding the M-factor proposal.

We met with, as we said in this response, we met with OEB Staff just prior to the time of filing the application to describe the nature of the application.  It was to advise them.

MR. LADANYI:  So you didn't ask them what they thought about it.  You just told them, we are doing this, and what did they tell you?

MS. BUTANY-DESOUZA:  As we all know, the position of OEB Staff does not bind the Board.  It's neither here nor there.  We were advising them of what was coming.  That was the nature of the discussion.

MR. LADANYI:  And they didn't blink.  Okay.  Let's go to EP-7, Energy Probe 7.  So in part B we asked you to list the specific projects that qualify under the discrete projects criterion that you mentioned in the text that is quoted above.

And looking at your answer, the very last sentence:

"In this context, all of the projects that Alectra Utilities has identified in the DSP that are M-factor-eligible would also qualify for ICM treatment."

So why didn't you ask for ICM, if they would qualify for ICM treatment?  I only get to the basis -- like, basic reason why you're doing this.  You consider ICM to be too risky.  Is that what it is?  What is the problem with ICM?  If it's all the same projects, the same budget, the same total amount of money, so what's wrong with ICM?

[Witness panel confers]

MS. BUTANY-DESOUZA:  Mr. Ladanyi, as we've said, as I've said in response to other questions on this matter, we have filed for an M-factor because we require flexibility over the five-year term and we want the efficiency and the surety of ability to invest in our Distribution System Plan or in response to our Distribution System Plan confidently over the next five years.

ICM, as my colleague, Mr. Basilio, had indicated yesterday in the technical conference, only affords you one year, and often -- it is often the case that there are sequences to projects, and without having the assurance that we can confidently invest in the first project in order to subsequently execute the next project, that's not afforded to us through ICM.

However, we do have ongoing incremental capital needs, and that's the reason that we've advanced the M-factor for the capital needs of Alectra Utilities for normal and expected, discrete capital projects that are supported by our Distribution System Plan.

MR. LADANYI:  So you fundamentally disagree with Board's ICM policy, would that be right?

MS. BUTANY-DESOUZA:  We're responding to the needs of Alectra Utilities, and in the circumstances that we find ourselves.

MR. LADANYI:  So you find ICM policy to be inadequate and therefore, you disagree with it; isn't that right?  Yes/no?

MR. BASILIO:  So I made some points on this, I believe, in our Presentation Day?.

I think -- and as Ms. Butany referred to a chart earlier on that shows alignment, and I think a fairly strong alignment conceptually between ICM and M-factor.

And the principal differences are as she outlined, the ability to confidently invest in a five-year? capital program that does have sequencing, that does require some commitments in advance of actually spending the capital, securing of contracts, those sort of things, as well as the flexibility, recognizing conditions change and the timing of projects may change.

We budget for projects in a particular year.  We may that they're going to start in January of a year and they may start in October, for various reasons.

So we need some flexibility on timing.  We don't categorically disagree with the concept underlying ICM.  In fact, I think we have embodied many of them here.

Our view would be is that this is an augmentation specific to the needs of Alectra Utilities, which is in -- one of its most unique circumstances is that it is in a rebasing deferral period.

So, you know, hopefully -- I am not sure what else I can add to that response, actually.

MR. SHEPHERD:  I wonder if I could jump in?  I thought we had finally eventually agreed that you also were seeking with the M-factor to get rid of the prohibition against stuff that is in typical annual programs, and the project materiality threshold.  Isn't that right?

MR. BASILIO:  No.  The prohibition is with respect to programs.  What we're advancing here are projects.

So, I mean, ultimately we will have -- I'm sure next week we will have discussion about whether something is a project or a program.  But what we're advancing here are projects, things we think squarely fall within ICM.  Normal and expected, discrete projects are ICM-eligible.

MS. BUTANY-DESOUZA:  And which is articulated in the MAADs policy.

MR. SHEPHERD:  So if they are also part of typical annual capital programs -- if those projects are part of typical annual capital programs like bucket trucks and things like that, and therefore not eligible for ICM, you would agree they should come out of the M-factor.

MR. BASILIO:  I don't agree with the premise necessarily that fleet replacement is necessarily a program versus a project, and I think we have advanced some of that as a project in here.

But, Mr. Shepherd, what I think you and I both would agree on is that we will probably have discussion around concerns whether something is a program versus project, and how do we land on definitions of those things for purposes of rendering a decision.

MR. SHEPHERD:  I was here all day yesterday, and I didn't hear the program versus project debate yesterday.

This is sort of a new twist on it, because it was clear yesterday -- it was clear yesterday that, and in your reports to your executive team and your board of directors' committee, that you disagreed with the Board excluding work done in typical annual capital programs.  You thought that was wrong and you have said that in your evidence.

Are you now changing that?

MR. BASILIO:  No, I'm not changing anything.  M-factor, of course, is as you articulate.  There are other differences from ICM, and you have articulated a few with respect to materiality thresholds, and perhaps the scope of work.

I am simply referring back to underlying policies that we discussed yesterday.

My view would be is that normal and expected capital should be funded.  That is the nature of the MAADs policy.

MR. SHEPHERD:  Even if it is part of typical annual Capital programs?

MR. BASILIO:  I think so, yes.

MS. BUTANY-DESOUZA:  The MAADs policy says typical annual capital investment.

MR. SHEPHERD:  It says normal capital investments.  It does not say typical.

MS. BUTANY-DESOUZA:  Normal and expected capital investments.

MR. BASILIO:  I think I went on to talk about the notion of, you know, really ultimately I think if this is capital prudently incurred, it should be funded.  That is the underlying nature of just and reasonable rates.

MR. SHEPHERD:  So you are disagreeing on an even more fundamental basis with the ICM policy.

See this is -- I am not meaning to debate with you, Mr. Basilio, please.  The point here is to bring the issues to as tight a point as possible so that when the Board is looking at them, it is clear what it is looking at.

MR. BASILIO:  And just to -- this is potato-potato.  I don't categorically disagree with ICM.  I am suggesting that M-factor is an augmentation of ICM, and embodies many of the principles of ICM -- hopefully, we can agree on that -- while it adds a number of new ones, and it is unique.  It is specific to the unique circumstances of Alectra.

That is how I would characterize it.  I am not going to characterize it as agree or disagree.  It is an augmentation tailored to the specific needs of Alectra Utilities, and we have spoken about the basis of what those needs are in the technical conference.

I am not sure I have anything else to add to that.

MR. SHEPHERD:  Tell me whether this is correct.  The M-factor at its core provides funding for your DSP, assuming your DSP is prudent.  Then it provides funding for your DSP spending with one exception, and that is you are expected to fund out of base rates the calculated ICM threshold.

But other than that, it funds your DSP, period.  Is that right?

MS. BUTANY-DESOUZA:  No, that is incorrect.  We've already discussed that there's a gap between that which is funded in base rates and the remaining bulk of the projects.  That's $55 million worth on average, and that is what the M-factor project -- that is what the M-factor is meant to fund, the projects that are not funded through base rates.  There is a gap.

MR. SHEPHERD:  So okay, so we're talking at cross-purposes.

You have to get funding for your whole DSP; I think that is what your goal is.  You have to get funding from  your whole DSP from two sources: base rates and M-factor.

And if I understand what you're saying, you're saying we calculate what the base rates component is by calculating the M-factor threshold.  Whatever that threshold is, that is what we have to cover in base rates; everything else is covered by the M-factor.  Have I got that wrong?

MS. BUTANY-DESOUZA:  No, you do not have that wrong.

MR. SHEPHERD:  Thank you.

MR. LADANYI:  Okay.  Still on EP-7, so in B, I asked a list of specifically projects that qualify under discrete projects criterion.  And in your response, you direct me to SEC 25 to see my list.

I go to SEC 25 -- and you can turn to it, but SEC 25 says go see SEC 11.  So I go to SEC 11, still looking for my list and there is no list in SEC 11.  This is becoming like where is Waldo.

But it refers to G-Staff 9, and then I go to G-Staff 9, and G-Staff 9 has got no list.

So can you explain to me what is going on here?  I can give you all of those references, if you want to look them up.

MS. BUTANY-DESOUZA:  That's okay, I don't need them. If you go to G-Staff09 as well, it also indicates that it provides some of the response for G-Staff-4, G-Staff-5, G-Staff-6, and CCC 2.

The project list,-as discussed earlier this morning, is contained in the response to G-Staff-4.

MR. LADANYI:  So why wouldn't you direct me to G-Staff-4?  Why did you send me on this run around through SEC-25 and 11?

MR. KEIZER:  Mr. Ladanyi, there is no nefarious purpose to it.  In the answering of interrogatories, sometimes things get missed, and it should have gone
to G-Staff-4 but it didn't.  So you now have it.

MR. LADANYI:  Okay, thank you, I will write that down.  So let's go to EP 9, and part E specifically.  As you know from previous proceedings, York Region Rapid Transit is my favourite project, and I am particularly interested in the application of the Public Service Works and Highways Act.

And you certainly know from my question and also previous discussion that I indicated that I had with Toronto Hydro that Metrolinx is paying for 100 percent of the relocation costs, and your response is, yeah, but it doesn't count in this case, because Metrolinx relocation costs are for rail projects and this is a road project.

I am going to have a couple of sub-questions here.  I would like to understand, is York Region Rapid Transit on a dedicated bus way; i.e., that lanes that it uses are dedicated for its own use and not available to other vehicles using the road?

MR. WASIK:  Mr. Ladanyi, we don't operate the bus rapid-transit infrastructure, so I cannot comment as to how that infrastructure is applied or used, so I wouldn't know.  I don't operate the buses, and I don't know which part of the portion of the road is dedicated just for buses or could be shared with cars.  I just know that it's on the road and they're operated by the road agency -- road authority agency.

MR. SHEPHERD:  When you are asked to move assets, isn't there a whole plan, includes all the drawings and everything, and by the way, doesn't one of your panel members live in that area?

See, here's what I am concerned with.  We've all driven down Highway 7.  We know what these -- what this is.  That was a setup question.  It is easy to answer.  You have seen it in the plans that the municipality gives you and you have seen it by driving on those streets.

MR. KEIZER:  The witness isn't being evasive.  If he doesn't know, he doesn't know.

MR. SHEPHERD:  You have six witnesses there.  None of them know?

MR. BASILIO:  I think what you are implying, Mr. Shepherd, is that in fact cars do drive in those lanes.  Isn't that the -- you're asking us a rhetorical question.

MR. SHEPHERD:  No, I'm saying the opposite.

MS. BUTANY-DESOUZA:  And the opposite isn't true.  The problem is that it is not a consistent application throughout York Region.

MR. SHEPHERD:  So you do know the answer.

MS. BUTANY-DESOUZA:  No, I don't, because I don't know the entire area.  You have referred to Highway 7.  I know that personally I know that -- and I don't live in Richmond Hill, but I do know that for one stretch they've included a dedicated bike -- excuse me, not bike.

MR. SHEPHERD:  Bus lane.

MS. BUTANY-DESOUZA:  Bus lane, but that is not everywhere.  So I can't speak to a consistent application, because from what I have seen that doesn't exist.  So unless something else has changed -- and I haven't lived in Richmond Hill for three years -- I can't speak to it.

MR. SHEPHERD:  Sorry, you filed evidence last year with drawings of the transit way plans.

MR. WASIK:  We filed evidence reflecting the electrical infrastructure that was in conflict with the road.  We did not file road plans and specific lanes to demonstrate what the flow of traffic is going to be and whether or not that flow of traffic is only going to be buses or bus -- we just reflected what the curves of the road are to reflect where the conflict of the electrical infrastructure that needs to be out of the way.

I'm sorry, but I -- Mr. Shepherd, but I don't know whether there is dedicated specific lanes for buses on that road.  I don't operate the road.  I don't operate the bus agency.  I operate the electrical infrastructure and manage the infrastructure on those curves.  I can answer that, and I can tell you what assets were in conflict, but I don't know what the operations of the bus is, nor do I know what the schedule of the buses or any of those elements are.  I'm sorry.

MR. LADANYI:  Yeah, well, let me just put it this way.  I would expect -- and I am an engineer.  I worked for many years for utilities -- that you would have got a bunch of plans from the project and then you would have said, oh, this is a location where we could actually get them to pay 100 percent of the costs, and another location you would say, oh, here they're on the public road.  We can't.  And therefore you would negotiate the best deal with them, and so I would like to know, have you actually gone back to them and tried to negotiate better deal than just the split in the Public Service Works and Highways Act?

MR. WASIK:  So once again, we have had arrangements and worked through specific practices on the YRRT to obtain a better than typical capital contributions on the roads and we have not gone back and renegotiated that arrangement, and we followed the principles of the Public Service Highway -- Works and Highway Act, thank you, Ms. Butany-DeSouza.

MR. LADANYI:  Can you turn to VECC 7, which is relevant to this issue.

So there at VECC 7 the question deals with this EDCVA, externally driven capital variance account.  So would the York Region Rapid Transit or bus rapid transit relocations be included in this variance account?

[Witness panel confers]

MR. WASIK:  Mr. Ladanyi, I would like to confirm that the YRRT project is not part of this particular group of investment needs.

MR. LADANYI:  Okay.  So can we move on to EP-12, please.

MR. GARNER:  I'm sorry, Mr. Ladanyi, do you mind if I jump in?  I'm sorry, Mr. Wasik, I didn't really understand that answer.  Is it in the account or not?  Can you just clarify that for me, sorry.

MR. WASIK:  No problem, Mr. Garner.  We are on plan to finish that project this year, and that is going to be completed.  It's --


MR. GARNER:  I understand now, thank you.

MR. LADANYI:  So here we're discussing the rate zone allocation methodology, and in part A we asked:

"Please provide expanded explanations for the Rate Zone Allocation Methodology."

And the answer is:

"The proposed M-factor capital projects are based on the projects identified in each rate zone for projects that span all three rate zones, IT projects, Alectra Utilities, allocated costs of these projects to each rate zone based on each rate zone's proportion of Alectra Utilities' consolidated rate base."

So the question I thought when I read this is that that might be fine for IT projects, but it may not be fine for other projects that are specific to one rate zone.

So essentially, when you do this, you are going to get some kind of cross-subsidy between rate zones.  Is that my understanding -- is my understanding wrong?  Can you explain to me how this would avoid cross-subsidies?

MS. BUTANY-DESOUZA:  For the first we have five rate zones, so let's start with that correction.  Five.  Not three.  Second, the projects that span all rate zones are generally those that are non-distribution-plant-related.  The distribution plant -- I'm sure Mr. Wasik and Mr. Cananzi can correct me if I've gone way out of my technical league, but the distribution projects are geographically oriented just necessarily so, and so they are allocated by the rate zone in which the project exists.

Therefore, the riders that are developed are developed on a per rate zone basis.  And therefore, we have ensured that there is no cross-subsidization of a customer in the Guelph rate zone paying for a project on Highway 7 in the PowerStream rate zone.

Also, if you turn to our response to Board Staff interrogatory -- I am pretty sure it is G-Staff-4 -- G-Staff-4, Table 6, we've also identified those projects that span multiple rate zones.  They are itemized, and as you can see, they are the ones that are not geographically oriented and, therefore, allocated based on the methodology that we just described.

MR. LADANYI:  So let's go to Energy Probe 13.  So we're back to the EDCVA here, and I read your response and maybe you can expand further on it.

When I read this, I am under the impression that it is difficult to see where is the accountability for results.

For example, if a project is poorly managed, who is accountable for the poor management?  How is prudence assessed, whether projects have been prudently managed?  And where is the incentive to ensure that these projects be prudently managed?

So this is a variance account that appears to be symmetrical, so you are apparently kept whole, whatever you do.  So where is the incentive here?

[Witness panel confers]

MR. BASILIO:  I think philosophically, the incentive is going what is in the best interests of our customers, keeping costs low.  I think we have a good track record of that, and I think we have demonstrated a lot of behavior in that regard, particularly from this material transaction.

How it actually gets assessed will be based on evidence filed, if and when the need should arise to file for additional capital.

I don't know that I can answer it, frankly, any more specifically than that.

MR. LADANYI:  Would it be at rebasing, for example, that you would file evidence on how much money you spent and what you achieved, and the Board would assess prudence?

[Witness panel confers]

MR. LADANYI:  Or would it be at annual clearing of the deferral and variance accounts?

MS. BUTANY-DESOUZA:  No, it would not be an annual clearing of the deferral and variance accounts.

I mean, by definition, this would be a group 2 account and if you look back at the MAADs decision, the OEB had agreed with Alectra -- well, LDC Co., Alectra Utilities now, that group 2 accounts could be reviewed on a five-year cycle, as is typical for group 2 accounts.

The evidence -- you can see EP 13 as well as I can, and we have indicated such at line 13 of that response.

MR. LADANYI:  Okay, let's go to EP 19, answer B.  Here we asked:
"Please explain the 100 percent target.  Would the target be achieved a 100 percent of the budget was spent for a particular project, but the project did not deliver the expected benefits in reliability improvement."


So in this case, there's been a lot of discussion about how your projects are going to achieve reliability targets, which is great.  And I thought, well, how do we assess this?

So I read your answer, B, and you can have a look at it, and it doesn't seem to deal with reliability.  Did you forget to answer that part, or should I be reading something else here?

MR. WASIK:  So, Mr. Ladanyi, the way we developed our specific measures, as we have identified in the DSP page 98, is we have specific indexes that we evaluate and all of them are considered.

So we do look at the financial and of the financial, we have those cost controls.

So you're asking me why a measure that's been designed to validate cost control doesn't reflect reliability?  Because the reliability index is what's used to validate the overall target of maintaining reliability.

So a cost measure to determine outcome performance is not designed nor is it expected to capture reliability.

MR. LADANYI:  Quite true.  And the concern that I have with the way you have answered these questions is that somebody will get a hundred percent score for spending all the money, but it doesn't indicate that project manager will achieve the results.

MR. WASIK:  That is not true, Mr. Ladanyi.  You have to look at part A of that, which is tracking the project to the budget, in together with part B, which is the number of projects completed against those that were planned.

So when you combine both the number of projects that you completed and as long as you completed those within budget, that's where you receive your specific amount.

And those two -- that's why we have cost control A, and cost control B; they have to be looked at in combination.

MR. LADANYI:  So let's move to Energy Probe 20.  Ratepayers, at least intervenors, are concerned about many situations with utilities -- and they are not specific to Alectra -- of utilities having the money, but actually not completing projects with the money they have been given.

And what do you say about this?  For example, it appears to me from your evidence that you are not expecting to complete your projects, even if you get all of the money from the OEB.

MR. WASIK:  That is not the case, Mr. Ladanyi.  That hasn't been our experience with respect to not spending funds.  That is why we've been coming in for additional incremental funding, and that is why we're in front of you with this particular application, is that we don't have a sufficient amount of funding in order to complete all of the projects that we've identified and planned.

More specifically with your question on EP-20, it reflects the balance that we have to strike to implement planned projects in light of the fact that there may be reactive events beyond our control that will require us to go and replace assets reactively.

So what we have done is we've budgeted that properly, but when those situations occur, we have to keep our eye on and have to continue to complete and implement those planned projects to ensure that we provide the outcomes of the DSP.

MR. LADANYI:  So relevant to that is EP-21.  I'm still trying to get my mind around your measures.

So is this going to be done in such a way that we could actually match CPI for a project to an SPI for a project, or there's only going to be provided on an aggregate basis?

MR. WASIK:  No.  Mr. Ladanyi, it would be helpful for me to explain that the financial cost control A and cost control B is an overall portfolio, whereas the work execution, which is very specific to the discrete projects that we have, is going to be tracked on each project.

MR. LADANYI:  So let's say you come before the Board next time, and I am assuming this is going to be like an annual process, you are going to provide us data on each project on your list, whether it is CPI and SPI, or just SPI.  What are you going to provide?

[Witness panel confers]

MS. BUTANY-DESOUZA:  Mr. Ladanyi, the reporting out is not annually.  We would report at the end of the DSP term, which would be after 2024, when we're filing the next DSP which is for 2025 onwards.  And at that time, we would report on the available information.

As you will appreciate in terms of ratemaking and rate applications, the most recent available year, meaning the one at the end of the prior DSP term, will likely not have been completed and the DSP will be potentially filed in 2024 for the next five-year period, or the subsequent DSP period.

MR. LADANYI:  Okay, thank you.  Now, my next one is EP-25.  And I am not going to -- I see your answers,
and you point me to G-Staff-15B, and I looked through
G-Staff-15B, and on page 3 -- sorry, I will let that go for a minute.

Let me put a philosophical question after reading all of this.  The funding of capital projects in any utility would be coming, let's say, through depreciation, growth, new customers will pay more revenues, then there be productivity savings, you can do things more efficiently.  And then if that's not enough you can borrow money, and then lastly, you can ask your shareholder to invest more money.

Wouldn't that be right, typically?  I'm not talking about specifically to Alectra.  That would be done like kind like a typical situation, in fact in any utility.

[Witness panel confers]

MR. BASILIO:  Mr. Ladanyi, I think the circumstances for a normal utility filing under normal circumstances is outlined in the Board's rate-making policy.

Very generally, prudently incurred capital is funded under rate-making policy, which can include a combination of custom incentive rate-making, price cap, ACM, ICM.  I mean, I don't think we can go into any more detail than that.

MR. LADANYI:  Of course.  Typically, in fact in any business, the shareholder might want to put some money in, because they will get a good return.  So what would be your typical capital procedure, what percent is debt, what is equity?

MR. BASILIO:  Well, I am surprised to have to respond to questions that underlie rate-making policy.  The deemed debt-to-capital ratio is 40 percent equity, 60 percent debt.  Cost of capital is determined by the Board from time to time according to its policies.

MR. LADANYI:  That's right.  Okay.  So you have not actually asked your shareholder for more money, since you seem to need more money, you have not asked your shareholder for money?

MR. BASILIO:  We have not asked our shareholder for more money.  There is no need to ask our shareholder for more money, because the scope of what we're requesting here is within the framing of Board rate-making policy.

MR. LADANYI:  Okay.  So apart from a regular, let's say, utility, now you have synergies because you have merged.

So apart from all of these items your synergies are potential source of funds, but you're saying that the way you interpret the MAADs policy, the money from synergies is not available to you.  It is somewhere else.  It is in some other bucket that is sitting.  Is that right?

[Witness panel confers]

MR. BASILIO:  You know, if I'm mistaken, I thought we had this discussion yesterday.

MR. LADANYI:  No, you can just say "yes", you don't have to say anything more.

MR. BASILIO:  No.  I think I will take a little more time to clarify.

I think Board policy is fairly clear on this matter.  We filed an application under the Board's MAADs policy, Mr. Ladanyi, EB-2014-0138, and that Board policy essentially establishes a balance and incentives for doing things in the interests of the customers, such as merging, to yield savings, savings for the benefit of customers.

And what that Board policy provides to incent consolidation is an opportunity for shareholders to defer rebasing, to take advantage of savings, recognizing they are entirely at risk for transition costs and realizing those savings, thereafter going to customers.

And during that period, very explicitly in Board policies, the eligibility of distributors to apply for incremental capital module for normal and expected capital expenditures.

So I would fundamentally disagree with the notion, and I think I did this yesterday too, that synergy savings during the rebasing deferral period are a source of funding for incremental capital.  They're not.  That is explicit in Board policy.

MR. LADANYI:  So would productivity be a funding for incremental capital?

[Witness panel confers]

MR. BASILIO:  So the savings that arise as a result of the merger transaction we would not view as -- and, you know, that in a sense is productivity, of course, right?  We're converging four, now five utilities.  There's significant redundancies.  You may take the view, in fact, that that, you know, that is productivity, and I suspect it is, but that's clearly outside of the bounds of funding, because that's for the account of the shareholder, very clearly, and Board MAADs policy.

However, there are productivity outcomes within the DSP itself within the execution of the DSP that are considered, and I would turn it over to Mr. Wasik and Cananzi to talk about that.

MR. LADANYI:  You don't have to list them, because I think we're running behind time.  I believe you.  No, it's okay.  We're fine.  You don't have to list them.  I am just trying to understand this, because it appears to me that with the merger productivity has disappeared.  It is all synergy now.  Each one of the utilities prior to the merger had productivity savings.  Now that they have all merged together it is all become synergies and there is no more productivity.  Is my impression wrong?

MR. BASILIO:  Your impression is wrong.  Those things that we would call synergy savings we would directly attribute back to the merger, and many of those, in fact, are -- you know, you could draw a direct line between our merger business case and what's been achieved; for example, the reduction of the number of FTEs or, you know, or benefits with respect to the convergence of IT systems, avoided -- you know, some level of avoided capital and those sort of things.

But, you know, I can tell you that the quest for productivity continues.  You know, you made a philosophical reference earlier.  I would say philosophically we're trying to do what is in the best interests of our customers in maintaining a, you know, a relatively low-cost utility, and I think, you know, I think our behaviour and the historical evidence with respect to the predecessors in Alectra and where Alectra is going would speak to that.

MR. LADANYI:  You will be happy to know I am getting close to the end.  Just a few more questions.

Can you turn to Energy Probe 28.  And there in answer C you provide a present value, replace versus repair for rear lot projects.

I was just going to ask you a few questions of explanation about these numbers.  Can you move the screen down more so we can see all of the numbers.

Okay, first question is what units are these numbers in?  This is in dollars or thousands?  What is this?

MR. WASIK:  It is in the hundred thousands of dollars.

MR. LADANYI:  Hundred thousand dollars, okay, good.

MR. WASIK:  Sorry, yes.  Thousands, thousands.

MR. LADANYI:  Remember, these are --

MR. WASIK:  It says value point is equal to $1,000.  Point is equal to 1,000, so it is in the thousands.

MR. LADANYI:  All right.  Very good.  So, you know, I am intrigued by these numbers, and they seem very exact.  So tell me about reputational risk.  How would you evaluate reputational risk?  You see in the -- for replace you have 17,351.77, and on the -- with the repair you have 10,851.54.  How do you come up with those numbers?

MR. WASIK:  Sure.  I could take you to the DSP, the Copperleaf C-55 risk matrix on page 341.  And so through the examination of the entire portfolio of rear lots, there is an element the engineers and the planners look at in terms of trust with customers, as well as service to customers and our reputation with our customers.

And so looking at what occurs during failures, there are elements where we examine using that risk matrix the reputation which is on page 341 -- if I can ask you to bring that up.

MR. LADANYI:  So you were digitizing your reputation with customers?

MR. WASIK:  Well, yes.  In our evaluation of a business case, we evaluate the value of various different criteria, including reputational elements associated with it.

MR. SHEPHERD:  Can I just ask, how did the ratepayers benefit from your reducing your reputational risk?

MR. WASIK:  Well, it's not in the context of -- well, in very simple terms, the trust that we have with our customers, our relationship with the customers is very important in terms of the overall stewardship of us as a utility in the community, and making sure that the services we provide is aligned with those particular priorities and needs of our customers.

MR. CANANZI:  If I may, Mr. Shepherd, perhaps a better name for reputational risk would be sort of customer satisfaction, so it is a loss of satisfaction for the customer.  We view that as sort of a reputational loss for us.

MR. SHEPHERD:  No, I understand that.  Except that how do they lose -- how do they reduce their satisfaction, except obviously by lower reliability.  But reliability is measured separately.

MR. WASIK:  So in this specific circumstance, Mr. Shepherd, we've had experiences with rear lot failures and the implications of those outages from the ice storms in these particular areas, and have had issues with respect to the various different municipalities and the customers in those areas that were negative and are elements that we would not want to repeat with respect to similar types of failure failures in the past.

MR. SHEPHERD:  So...

MR. BASILIO:  Not just for liability, Mr. Shepherd.  Obviously, if we're billing incorrectly, that would be a problem.  If customers don't have telephone accessibility,   that would be a problem.

MR. SHEPHERD:  What do those have to do with rear lot conversions?

MR. BASILIO:  They don't have anything to do, but you asked about customer -- you asked about the customer.

MR. WASIK:  So we have had a very negative experience with rear lot.  That was part of what has required us to examine the need for addressing these.

MR. CANANZI:  They're -- Mr. Shepherd, they're very invasive.  When we do have a reliability issue, we end up taking fences down, you know, moving landscaping, those kinds of things.  So those reputational issues, or that dissatisfaction by customers has been priced in.

MR. SHEPHERD:  Your table, which appears to be gone now, appeared to me to show that if you get rid of the reputational risk, if you just look at the hard impacts, it is actually not cost-effective to do it.  Isn't that right?  If you just do the math...

MR. CANANZI:  I would generally agree with that statement.  You know, it's hard, on a pure economic basis, to justify moving rear lot to front lot infrastructure.  So I think that we do take that into consideration.  That's why it is not a large part of our program.

But in those areas that, A, we do need to go in to rehabilitate the infrastructure, we will move it to the front.  And for those areas that we have experienced significant vulnerabilities, especially with regards to significant tree canopy that interferes with the plan, that ultimately then results in a breakdown, which then ultimately results in us having to invasively approach the property to remove those plants.

MR. SHEPHERD:  You've never -- just dealing with rear lot still, you've never gone to the customers directly affected, the ones where it is in their rear lot, and said we have a shortfall in our cost-effectiveness of, you know, $200.  But we will do this project, move it to the front, which will benefit you in the long run if you pay the $200.

You've never done that, right?

MR. WASIK:  We have, Mr. Shepherd.  We have in fact conducted that.  So during our second phase of customer engagement, we specifically asked customers, those that had rear lots and those who did not have rear lot services.  We laid out the full plan with all of the incremental projects in front of them, presented them with the specific facts in terms of what options are available, and did ask for their inputs and opinions in terms of what would be the approach to take.

MR. SHEPHERD:  So that's not responsive to what I asked.  What I asked was did you go -- what you're doing is you're socializing the cost of rear lot conversions, which is fine.  That's the way it is supposed to be done, and I get that.

But you've never gone to the customers directly affected and say you're the ones who benefit from this, so you have to pay for it.  Nobody else has to pay for it, just you.  You have never said that, right?

MR. WASIK:  We have received inputs from customers with rear lot services, specifically identified rear lot services, that participated in our survey -- not just about the rear lot.  The entire investment portfolio that was put in front of them, so they can understand the trade-offs and benefits.

So, yes, we did, through our customer engagement process, identify and target information specifically for customers of rear lot.

MR. SHEPHERD:  So what did you tell the rear lot customers they were going to have to pay?

MR. WASIK:  Well, each particular -- well, Mr. Gregg Lyle would be in a better position to explain exactly how it was put to the customers.

But we did have -- if I can take your attention to appendix B.

MR. SHEPHERD:  We may be getting at cross-purposes here, because I am not talking about saying to people with rear lot conversions, there's a general impact of this whole program and are you okay with that?  I'm asking a different question.

MR. BRETT:  Right.

[Witness panel confers]

MS. BUTANY-DESOUZA:  Mr. Shepherd, we have gone to our customers who have rear lot and explained the conversion of rear lot service; that's certainly in the customer engagement online workbook.

But to the point that you have asked quite specifically, have we said to rear lot customers here's the cost and own only you will pay for that, no, we have not done that.

MR. SHEPHERD:  The reason I am asking that is because this reputational risk -- which I understand Mr. Cananzi correctly, I think, says it is really about customer satisfaction, right?

That is not a benefit that is socialized.  It is a benefit that goes to just those customers for something that is specific to them.  It is not an overall -- it's not a financial benefit.

So if they want that benefit, you could ask them will you pay for that benefit.  Because -- and I mean aside from the fact you don't have a rate that allows you to do that, you also would get no to most of it, right?  Most of them would say no?

MS. BUTANY-DESOUZA:  But that is the point, that there isn't a rate -- that is not how ratemaking works for the residential rate class.  But we have gone, we have learned from past experience from the PowerStream decision in 2016, where the OEB had specifically said to us and you should canvas your customers who have rear lot.  But they didn't say canvas the customers who have rear lot and ask them only to pay for it.

But we have specifically gone to residential customers who have rear lot and explained to them the trade offs and the costs, had them work their way through the workbook, and see and select the outcome that includes the rear lot conversion.

That is what we've done, responsive to prior decisions of the OEB.

MR. GARNER:  Sorry, it's Mark Garner.  Do you mind if I jump in just quickly, just so I understand what rear lot conversion is.

Is this rear lot above ground to front lot underground?  Is that what that is?

MR. WASIK:  So the rear lot -- the scope of the rear lot project is where we can, we try to go with the hybrid solution.  But where a hybrid solution is not possible, then we go to the front lot underground.

MR. GARNER:  Thank you.  What is...

MR. WASIK:  Hybrid solution is a combination of both overhead and underground.

MR. GARNER:  Right.  When you were seeking input from the customer, did you tell the customer about the premium difference to go underground versus above ground and whether they would prefer you to try and do either one, is that correct?

MR. WASIK:  That's correct.  That is part of the consultation.

MR. GARNER:  That was part of the thing.  Okay, thank you.

MS. BUTANY-DESOUZA:  You can see it be way of example, page 53 of appendix C, which is the customer engagement online workbook.  And it lays out full underground, partial underground, new poles in the backyard.  So that is what we were speaking about in terms of the variations in the experience.

That being said, the rear lot is also an M-factor project.  So while we cannot isolate to Mr. Shepherd's earlier question, only having customer at 53 road X pay for a rear lot conversion, certainly we're not cross-subsidizing across rate zones and only allocating them to the rate zone in which they apply.

MR. GARNER:  Okay, thank you for the reference.

MR. LADANYI:  And I just have one more question.  I really apologize.  I know we are past the time for the break.  And I hope this is going to be a quick answer.  So can you turn to Energy Probe 32.  Here we're dealing with Distributed Energy Resources, and I am not going to read you your answer.  I just want to ask you one simple question.

So from reading your answer I get the impression that certain DERs impose incremental costs on Alectra.  Does Alectra ask those customers for a contribution in aid of construction?

[Witness panel confer]

MS. SATHE:  If it is a customer who is putting in distributed energy resource that is of a sizeable amount, let's say an electric vehicle charging station, then the discrete expense, incremental expense, as part of the connection impact assessment, the new connection, then the customer is asked to pay for the incremental expense.

However, as we go more into the future and you're going to have more fragmented distribution, distributed energy resources, which are very small in size and will get proliferated at the grid edge inside homes and facilities, it is unknown how that incremental cost can be assessed and monitored.

And hence, we need to have these couple of projects underway now to understand how to monitor, how to control, how to technically integrate these distributed energy resources into the system.

MR. LADANYI:  Thank you.  These are all of my questions.

MR. MURRAY:  I think now is a good time for the afternoon break.  We will be back at 3:30 for Mr. Brett's questions.

MR. KEIZER:  Can we just clarify with Mr. Brett how long he is going to go and if for some reason -- I don't know if the panel will shoot me if I say this, but whether or not we just continue on with Mr. Brett, I haven't consulted, so I don't know.

MS. BUTANY-DESOUZA:  Depending on how long he is, we might just need a five-minute bio.

MR. MURRAY:  Mr. Brett, do you have a sense of how long you will be?  I think he hung up.

MR. GARNER:  Oh, because he thinks we're on break?

MS. ING:  [Microphone not activated]  I will call him.

MR. KEIZER:  Let's take a five-minute bio break and see if we can find him and then --

MS. BUTANY-DESOUZA:  Did he originally identify how long he was going to be?

MR. MURRAY:  I think at least an hour.

MS. BUTANY-DESOUZA:  Then let's take a break.

MR. KEIZER:  Want to take the break?

MS. BUTANY-DESOUZA:  Yes.

MR. KEIZER:  Okay, we will take the break.

MR. MURRAY:  3:30?

MR. KEIZER:  Yes.
--- Recess taken at 3:15 p.m.
--- On resuming at 3:28 p.m.

MR. MURRAY:  Everyone is here, so perhaps we can recommence.
Examination by Mr. Brett:

MR. BRETT:  All right.  I would like you to turn up Exhibit 2, tab 1, schedule 3, page 13 of 21 on table 3.

Do you have that?

MR. CANANZI:  We just need one more moment.

MS. BUTANY-DESOUZA:  Mr. Brett, it’s Indy Butany-DeSouza, and we have it.

MR. BRETT:  All right.  So if we look down at the line that says "rate base" on that table, we see a number for each of the five rate zones on the left.  It starts off with Enersource at 610 million and goes through and ends up with Horizon at 556.7 million.

My understanding is that these numbers are the rate base at the last cost of service hearing for each of the five rate zones, per the formula set out by the Board in their ICM policy.  Is that right?

MS. BUTANY-DESOUZA:  Mr. Brett, first, the number under Horizon is 555.7.

MR. BRETT:  I thought that is what I said, sorry.

MS. BUTANY-DESOUZA:  I just want to be correct or precise.

These are the numbers in rate base from each of the predecessors' last rebasing applications.

MR. BRETT:  Right.  Then what you have done to get the total number for purposes of calculating the threshold, you just added those five up, and those sum up to the 2.805 billion, I guess that is, under the Alectra column, right?

MS. BUTANY-DESOUZA:  Yes, that is correct.

MR. BRETT:  And then can you tell me for each of those numbers which is the most -- the last rebasing, which year that rebasing took place?

I seem to recall in the case of Horizon it was -- was it 2013?

MS. BUTANY-DESOUZA:  No, that's incorrect, Mr. Brett.  Horizon Utilities had a rebasing application under custom IR 2015-2019.  PowerStream had filed a custom IR; ultimately it was a single forward test year rebasing application, 2016 -- 2017.  Guelph was 2016.

MR. BRETT:  The 2017 year, right?

MS. BUTANY-DESOUZA:  No, no.  PowerStream is January 1, 2017.

MR. BRETT:  Right.

MS. BUTANY-DESOUZA:  Guelph is January 1, 2016.  Brampton is January 1, 2015.  Enersource Hydro Mississauga, 2013.

MR. BRETT:  Okay.

MR. SHEPHERD:  Tom, can I just interrupt for a sec?  It’s Jay.

MR. BRETT:  Yes.

MR. SHEPHERD:  For Horizon, did you use 2015 or did you -- because it was a custom IR.

MS. BUTANY-DESOUZA:  2019.

MR. SHEPHERD:  You used 2019?  Thank you.

MS. BUTANY-DESOUZA:  Correct.  That's why I specified that it was a 2015-19 custom IR, and the number is from 2019.

MR. BRETT:  Okay.  So the numbers actually for the rebasing year, if we can put it that way, the numbers that were used for the calculation were 2019 for Horizon, 2017 for PowerStream, 2016 for Guelph, 2015 for -- who was 2015?

MS. BUTANY-DESOUZA:  Brampton.

MR. BRETT:  And then 2013 for Enersource.

MS. BUTANY-DESOUZA:  That is correct.

MR. BRETT:  Okay.  Did Enersource have something in between there?  Did -- they had a deferral.  I can't remember the exact details, but they had pushed back their application for, I guess -- perhaps I’ll put it this way.  In 2013, was that a cost of service hearing for Enersource, it was the first year of a multi-year price cap?

MS. BUTANY-DESOUZA:  It was a single forward test year rebasing application with a five-year rate plan term, meaning it is not a custom IR.  The first year, 2013 --


MR. BRETT:  Cost of service?

MS. BUTANY-DESOUZA:  -- was cost of service, and then IRM after that.

MR. BRETT:  Okay.  Price cap IRM.

MS. BUTANY-DESOUZA:  Correct.

MR. BRETT:  Okay.  And then they didn't do anything.  They just carried on with that price cap IRM right until the -- well, until and after the merger, right?  Until the merger.

MS. BUTANY-DESOUZA:  There hasn't been a rebasing for Enersource since then.

MR. BRETT:  Right, okay.  And could I ask you to then turn over to VECC 11, and it is attachment number 4, and it is page -- I don't know that there's a page number on this, but it is a DBRS report dated June 27th, 2019.  And it is on page -- it's the one that's entitled "Earnings and Outlook."  I think it is about page 4.

It is the page after the page with all of the blocks on it, the organization, rather elaborate organization plan.  It is the page after that.

MS. BUTANY-DESOUZA:  We have it.

MR. BRETT:  Okay.  Now, in that page, if you look down -- if you look over -- look down to about three quarters of the way down the table at the top, and you see rate base and if you look over at 2018, end-of-year 2018, you see a rate base of two billion, 886 million.  Just bear with me a second here.

But there is a note to that table saying that that number does not include -- there is a note somewhere here, that that number does not include Guelph.  Can you confirm that?  Here we go.  It is note number 1, footnote number 1 below that.  OEB rate base and excludes Guelph's rate base.

So the 2886 was the Alectra rate base at year end 2018, with the exclusion of Guelph.  Is that correct?

MS. BUTANY-DESOUZA:  Yes, that is correct, Mr. Brett.  It excludes Guelph.

MR. BRETT:  And Guelph, as I understand it, was 100 and -- well, your number, I guess your number for Guelph going back to your page 13, 151.  That number I suppose would be up a little bit by the end of 2018.  Do you happen to know what that number is as of the end of 2018?

I guess that would be in your merger documentation.

MS. BUTANY-DESOUZA:  I'm sorry, Mr. Brett.  I didn't quite catch the question.  Would you mind repeating it, please?

MR. BRETT:  The question really was if -- I wanted to add a number to the 2008, 66 that is two billion 886 million.  I wanted to add a number to that for Guelph, which doesn't include Guelph.

I wanted to add the appropriate number for Guelph at the end of 2018, and I was looking back to your table which shows Guelph at 151.4, but that was, as I understand it, a -- that's a 2016 number.

So my question was whether you have a number for Guelph at the end of 2018, Guelph's rate base, that is.

MS. BUTANY-DESOUZA:  Mr. Brett, as we walked through table 3 for the threshold CAPEX, these are the rate base figures for each of the predecessors, based on the rebasing application.

MR. BRETT:  Right.

MS. BUTANY-DESOUZA:  The item that you have taken me to on page 4, rate base, as is also identified in that same footnote, is a management estimate and therefore -- and it explicitly says -- differs from the last OEB-approved rate base and, in addition, excludes Guelph rate base.

MR. BRETT:  Yeah, I see that.  No, I see that.  But I guess what I am interested in is then it would be the management's estimate of what the 151 would be at the end of 2018, or if you could tell me where I could find that.

I mean, it must be -- it must be over the 151, but probably not a lot over.  I don't recall seeing it.  I mean, it may not be in the evidence, but...

MS. BUTANY-DESOUZA:  If you can just give us a minute.  I am just trying to check something and turn it up if it is easily available.

MR. BRETT:  Sure.

MS. BUTANY-DESOUZA:  Mr. Brett?


MR. BRETT:  Yes.

MS. BUTANY-DESOUZA:  We filed the ROE calculation for Alectra Utilities' predecessor Guelph Hydro in RRRs and 2.1.5 -- RRR numbered 2.1.5.6.  That's filed in the pre-filed evidence as attachment 2.

I can't easily put my hand on it, but I wanted to direct you to it.  Reality is that the -- though I won't guess at a number, the 151.4 million as identified in Table 3 of Exhibit 2, tab 1, schedule 3 would be slightly higher for the rate base two years later at the end of 2018.

MR. BRETT:  Okay.

MR. SHEPHERD:  Can I just interrupt again, sorry.

MR. BRETT:  Thank you for the reference --

MR. SHEPHERD:  Tom.

MR. BRETT:  Yes.

MR. SHEPHERD:  Can I just interrupt for a second?

MR. BRETT:  Yes.

MR. SHEPHERD:  Do we have a rate base continuity for the period '20 to '24 that shows the impact of your M-factor on rate base?

[Witness panel confers]

MR. SHEPHERD:  Tom, they're in a sidebar.

MR. BRETT:  Okay.

MS. BUTANY-DESOUZA:  No, we don't have that.

MR. SHEPHERD:  So can you undertake to provide that then, please?

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

MR. SHEPHERD:  And why not?

MS. BUTANY-DESOUZA:  We simply can't in the time available to us.  It's very --

MR. SHEPHERD:  Did you not do a rate base continuity when you did your DSP?

MS. BUTANY-DESOUZA:  No.

MR. SHEPHERD:  So you didn't look at the impact on rates of your DSP?

MS. BUTANY-DESOUZA:  We did look at the impact on rates of our DSP.

MR. SHEPHERD:  How do you do that without a rate base continuity?  Rates are mostly driven by rate base.

[Witness panel confers]

MS. BUTANY-DESOUZA:  We've completed everything that needed to be filed, along with the Distribution System Plan, satisfied all of the Chapter 5 filing requirements.

We've also, as discussed in great detail, provided all of our M-factor-related calculations.  That's all we have.

MR. SHEPHERD:  So you can't tell the Board what the rate base will be in each of the next five years, or you won't?

MR. KEIZER:  But they're not rebasing.

MR. SHEPHERD:  I am just asking the question.  You can't or you won't?

MS. BUTANY-DESOUZA:  We're not rebasing.

MR. SHEPHERD:  I asked a question, can you provide it?  Or are you refusing to file it because you don't have the information?  Or are you refusing to file it because you won't tell the Board?

[Witness panel confers]

MR. KEIZER:  I think they're refusing to file it because they believe they do not need it for the purposes of the application.

MS. BUTANY-DESOUZA:  That's correct.

MR. SHEPHERD:  So you won't tell us even whether you have it?

MR. BASILIO:  One of the complexities here, of course, Mr. Shepherd, is that we haven't done a lead lag study as part of this.  The working-capital component is a very significant part of rate base.

MR. SHEPHERD:  I would be happy to just have the PP&E, thanks.

MR. KEIZER:  So can you explain the relevance of the PP&E?  Why you need it when we're not rebasing?

MR. SHEPHERD:  Look, you can decide, do you want to refuse?  That's great.

MR. KEIZER:  I guess part of the refusing on the basis of relevance, because we haven't established the relevance of it.

MR. SHEPHERD:  It is a legitimate question to ask for my motion, whether you have it.

MR. KEIZER:  Or if it's relevant.

MR. SHEPHERD:  Okay.  So you are going to make me waste my time on a motion and then tell me you don't have it?  Because the Board, you know --

MS. BUTANY-DESOUZA:  We don't have it.

MR. KEIZER:  Having it and providing it is two different things.

MR. SHEPHERD:  All right.  Thank you.

MR. BRETT:  Sorry, I didn't get that last exchange.  What were you going to do?

MS. BUTANY-DESOUZA:  We are not going to do anything.  We do not have it.

MR. BRETT:  Okay.  So the --

MR. SHEPHERD:  Okay, thank you.  Go on, Tom.

MR. BRETT:  If you go back to my -- going back to that table -- or just going back to our conversation, we have the number in the DBRS study of two-billion-886-million.

And if I just take the 2015 figure for Guelph, I add those two together, I get roughly three-billion-and-37-million.  I mean, don't hold me to the last digit, but three-billion-and-37-million, which is about -- I make it to be about $230 million higher than the two-billion-805 number that appears in your Table 3.

My question to you is, would you be prepared to do a calculation by way of undertaking, do a calculation that would give us the materiality threshold for Alectra at this point using as the rate base number the three-billion-37 million, rather than the two-billion-and-805-million?  Would you give that by way of undertaking?

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

MR. BRETT:  And why is that?

MS. BUTANY-DESOUZA:  That's not relevant to the calculation that is set out in this table.  The purpose -- we haven't rebased.  One of our predecessors hasn't rebased since 2013.

This is taking an apples to oranges and inserting it into a different calculation which is a means to no end.  The materiality threshold is per the Board's calculation as set out in the ICM policy, and as adopted by Alectra in its M-factor proposal.  And those are the Board -- the policy sets out that you go back to the rate base from the last rebasing application.  Quite appropriately, we've taken the last number for Horizon utilities, the 2019 number.  It is not that we went back to 2015.

So we have used as up-to-date, in terms of Board-approved.  That is what is required in order to calculate this materiality threshold and on that basis, that is what we've done.

MR. BRETT:  Are you aware that the Board in some other recent cases, particularly in the Enbridge-Union merger case, has made some alterations to its approach with respect to which year a rate base should be used to calculate the materiality threshold, given that in that particular case there was a large gap between the year that the merger participants proposed to use and the current years' rate base?

Are you aware of that decision?  Have you studied what?

MS. BUTANY-DESOUZA:  I have not studied that decision, but I would offer that we are in a rebasing deferral period under the ratemaking associated with distributor consolidation, and I believe it was explored in the Enbridge-Union merger the applicability of an electricity-based -- so electricity-framework-based policy on gas distributors.

Similarly, I would not rely upon or accept the framework that is imposed on a gas distributor in the context of Alectra, that is an electricity distributor.

And then as I said earlier, I have not studied that.

MR. BRETT:  Okay.  Well, that's fine.  We will go from there.  It's a refusal.  Let me now --


MS. BUTANY-DESOUZA:  No, sorry, it's not a refusal.

MR. BRETT:  It is a refusal.  You're refusing to answer my question.  Don't give me smoke here, Ms. Butany.

MS. BUTANY-DESOUZA:  Come on.

MR. BRETT:  I can accept the fact you don't want to do this, but don't tell me at the same time that you are doing it.  You're refusing to answer my question.  I don't care what the reason is, but you are refusing to it.

MR. KEIZER:  Tom, the question I believe you asked her is whether she was aware of the decision in the other case.

MR. BRETT:  I'm not talking about the previous -- I am talking about her refusal to provide the -- sorry, I was asking about the first question, her refusal to do the calculation.

I wasn't asking her to agree with me that they should change their approach.  I just wanted to see what the results would be if the other -- if my suggestion, if you used the higher number.  That's all.

MS. BUTANY-DESOUZA:  I didn't appreciate, Mr. Brett, that you were going back a couple of questions.  I did refuse to do that calculation.  You are correct, I did refuse.

MR. BRETT:  Okay, fair enough.  So I want to go back now to -- this is BOMA 3 and this question relates to an area that there's been quite a bit of discussion on, but I have a few questions that have arisen and I want to put them to you.

So if you look at BOMA 3 and you go over to -- I think we will start on page 6 -- sorry, page 7 of 8.  I want to give you a little bit of context for this, because it's not -- it's not a straight-forward question.  Well, it is straightforward, but it takes a bit of explanation.

I would like you to look at the table BOMA 3.2 there, 2018 condition of underground cable by installation.

If you see there are two columns there.  You divided up the cable population into direct buried and in-duct cables.  You have given a health index for each and then you have combined them in a total health index in the third column.

What I observed here is that -- and what you would observe is that the results, the profiles are very different.  The direct cable -- direct buried cables show a very large percentage of their cables in very poor and poor condition, probably something in the order of 40 percent of the total direct buried cables.

If we go to the second column, the in-duct cables, it shows that the in-duct cables in very poor and poor condition are sort of a very, very insignificant, small percentage of the total in-duct cables.

So they're totally different profiles and when you mix the two together, you get something that, as you might expect, is in between.

But the first question I have is could you provide just a slight revision to that table to deal with the in-duct and direct buried cable separately?  In other words, in addition to merging them as you have in the third column, for example, could you show for each of direct buried cables and in-duct cables, the -- for each of those universes, the percentage of the total that are in each category, health index category.

I hope I didn't mangle that too much.  But for example, in-duct cables, you would -- I would be looking for you to show, taking the total universe of 61.96, the percentages of the total in-duct cables that are in the various categories.

I don't think I have that, unless I am misreading this.  The direct buried cables, for example, show very poor -- I guess I will give an example.  The direct
buried cables, you have -- the health index shows that 10.82 percent of 38.4 percent are in very poor condition.  So that works out to, you know, by just eyeballing it, something like 25 percent.

But I would just like to have a table that gives the numbers, rather than just guessing there.  Could you do that?

MR. WASIK:  Yes, Mr. Brett.  We can provide that for you.

MR. BRETT:  All right.  Thank you.

MR. MURRAY:  That will be undertaking JT 2.9.
UNDERTAKING NO. JT 2.9:  TO UPDATE THE TABLE AT BOMA 3.2, 2018 CONDITION OF UNDERGROUND CABLE BY INSTALLATION, TO DEAL WITH THE IN-DUCT AND DIRECT BURIED CABLE SEPARATELY

MR. BRETT:  Okay.  So then there is a huge difference there, and I am understanding that there are -- the situations are totally different.  I gather that that's because while the cables that we're talking about are the same basic cables -- perhaps I could just confirm this.

The types of cables that are the XPLE cable type that are installed in in-duct are the same as the cable type of XPLE cable that are direct-installed, except that in the case of the ones installed in-duct, they're much newer.

Is that sort of a fair summary?  In other words, your evidence on the previous page -- and I won't make this too confusing, if I can help it -- shows that you have about 2 kilometres of in-duct cable for every kilometre of direct buried cable.  So you have a lot more cable in-duct than you have direct buried.

And I looked at your appendix A10, which we discussed this morning, and so I have read through -- I have a bit of a colour of why and how this has occurred, but I need to confirm a few things.

So can you give me a sense of what the age profile -- first of all, am I correct that it is all XPLE cable, except for a very small piece of pilc cable, which I think is two and a half percent, something like that.

Can you confirm that it is various versions, various, you know, various -- yeah, various versions of XPLE cable that is in the ducts and direct buried.

MR. WASIK:  So Mr. Brett, I would like to confirm that the cable population as provided to you in Table BOMA-3.2 includes all of the cables.

I think it is helpful to explain that early utility installation practices of underground systems utilized direct buried.

So in early days of installing cables, utilities utilized the installation practices of direct buried.  In the most recent years, we've evolved those practices and started having installations of cables in ducts.  So that is why you see that the proportionate of cables that are direct buried are actually deteriorated.

The other component around it is that cables that are direct buried are exposed to the environmental elements of the soil, the moisture, whereas cables in duct obviously are encased in conduit.

MR. BRETT:  Yes.

MR. WASIK:  And so those cables are actually in better condition across Alectra.  The other component --


MR. BRETT:  Well, yes, I get that.  I think I get that part.  What strikes you right away is that they're not only in better condition, they're in dramatically better condition.  I mean, there really isn't any comparison.  There is a comparison, but they're two very different animals.

When did the installation in ducts -- you mentioned the fact that years ago in the day the only time that cables were put in ducts were if they were going under a road or some -- in some circumstance that would put a great deal of wear and tear and pressure on them.

MR. WASIK:  That's correct, Mr. Brett.

MR. BRETT:  But I take it -- maybe I am asking these questions a bit haphazardly, but I do have kind of a list here.  I take it that today the practice is that all cable is put in ducts; is that right?

MR. WASIK:  That is correct; that is our standard practice.

MR. BRETT:  So you are not increasing the number of direct -- of the kilometres of direct buried cable.  But when did that start, essentially?  Like, when did the shift take place, roughly?

MR. WASIK:  So Mr. Brett, the predecessor utilities had different starting points upon evolving their practice, moving away from direct buried to in-duct.

MR. BRETT:  Okay.

MR. WASIK:  But generally speaking it was the late '80s that most of the predecessor utilities have evolved to the current practice of installing underground systems, especially cables in ducts.

MR. BRETT:  So that is why basically you've got, I think you told me on the previous page, you've got basically 22,139 kilometres of underground cable, and of that only -- of that 8,000 is direct buried, 8,400.

So in other words, everything that was laid since the late '80s or mid-'80s has been in ducts.  That is why the large proportion -- the larger proportion is in in-ducts now, and the smaller proportion is in direct buried.

Now, I have a question.  You know, looking at your -- maybe I will just go directly to my concern here or what really kind of -- what generated my question.

If I go over to the previous page, that's page 6 of 8, we had asked you in section F of this thing -- let's forget about my question -- with respect to direct buried cable underground, what are the proposed expenditures.  We have that.  You show that in your various tables in A10, so I don't need to go over that with you.

But how much will be spent on direct buried cable and on other underground plant -- well, we have -- sorry, we have that.

Then on (iii), how much of the underground cable is direct buried?  And with that you say:

"Although the majority of utilities..."

And I am looking here back on page 6:

"Although the majority of renewal investment is underground cable..."

Let me see if I can read this.  Sorry, I'm having a little trouble here.

"...is underground, cable is allocated to direct buried cable renewal" -- sorry -- "although the majority of the renewed investment in underground cable is direct buried cable, Alectra Utilities is unable to separate the investment amounts between the direct buried and the other underground cable."

I guess two questions.  One, why is that?  Why can you not separate those?  And two, it seems to me -- I am having trouble with that.  Maybe we should start with saying why you can't, because from the information you have given me it is clear that you know how much cable in duct you have.

You know it is for the most part overwhelmingly in very good condition, and I am assuming, therefore, that your program that you put forward for underground is not going to include either any or almost no cable in duct, that it is going to be exclusively directed at direct buried cable because that's where the problem is.

So could you just clarify that?

MR. WASIK:  Yes, Mr. Brett.  We can provide that to you.  So as we mentioned, the early generation installation practices for the most part had direct buried, but there are small -- very small sections where we would have to cross the street or go under a rail, which we would put in in-duct.

So each neighbourhood or each area that we would go through, there is always some very small amount of cable that may be in-duct when it crosses the road.

So we don't quantify and have that particular amount.  So I can clarify for you that the majority, if not all, of the cable -- underground cable replacement initiatives that we're focused on is at the very poor and poor cables.

There's a very small percentage potential in each area that may be in direct buried -- or, excuse me, in in-duct, which crosses the road or might cross a rail or something along those lines.

MR. BRETT:  And which would be in poor or very poor condition?

MR. WASIK:  That would also be in very poor and poor condition, and it is not really significant to the overall --


MR. BRETT:  Okay.  Well, that helps, because when I saw the word "majority" that's what raised my interest, because, you know, majority could be 51 percent, and then I looked at these tables and realized that it can't be that.  It must be -- it must be -- the right word must be "almost all".

MR. WASIK:  I would agree with that.

MR. BRETT:  Which is why I was concerned, you know, that you might be -- I think you have already agreed, but I just was concerned.  My obvious earlier concern was that you might be spending this money -- that a good deal of cable in good or very good condition was somehow being scooped up in this effort, because maybe you were doing it on some kind of an area basis or a blanket basis, certain parts of the community, you know what I mean?

MR. WASIK:  I can confirm, Mr. Brett, that your understanding is correct.  Our focus is on the very poor and poor cable, with almost all of it being direct buried cable.

MR. BRETT:  So when you say you are unable to separate the investment amounts between direct buried and underground, can you -- is that the case?  Or can you give an estimate?  I mean, I guess it wouldn't be precise, but, I mean, it would not be precise to the dollar, but it might be a pretty good accurate estimate of -- you know, it's probably something, if I am getting this right, it might be something like 99 to one.

MR. WASIK:  That would be the range that I would be thinking of, Mr. Brett.  Even higher than that in the context of it.  So it's not meaningful enough to warrant estimation during our project planning.  These are just small -- very small segments that cross the road here and there in each particular areas.

MR. BRETT:  Okay.  And the other element of this sort of a multi-headed thing here is that -- I didn't ask this, but in going through the Appendix A10 some of this stuff came out a little bit.

You do have a -- you have these different options that you explained at some length earlier today to various parties, that you could rejuvenate, you can replace.

I just took those two, and I looked at the numbers and obviously the great -- the larger amount of dollars by far was spent in replacement rather than rejuvenation.  But I had a -- and now that I focus on it, I did understand your explanations.

You mentioned something with Dr. Higgin when you were having a discussion with him about that.  I didn't quite catch it, but it was that one or two of the previous utilities -- well, let's generalize it a bit, that the predecessor utilities did not have uniform practices with respect to the use of rejuvenation before they went on to replacement.

And I thought I heard you say that you sort of left those in place, that you didn't try -- that you haven't imposed yet a uniform policy with respect to rejuvenation across the five rate zones.

Did I hear that correctly, or is it something different?

MR. WASIK:  It's something different, Mr. Brett.  We now have a very uniform way of managing our underground assets, including cables, that is consistent across.

So what I was mentioning earlier this morning was that some of the predecessors did not previously utilize cable injection.  It is now a practice we have introduced across the board.

MR. BRETT:  Okay.  Which utility were you with before you came with Alectra?  Or were you with any of them?

MR. WASIK:  I was with the predecessor, Hydro One Brampton.  And prior to that, I was with the predecessor Enersource Hydro Mississauga.

MR. BRETT:  Okay.  Well, that is interesting.  All right.

Well, then I think -- somebody is laughing there.  Maybe it is just too late in the day.  I am not quite as tired as you folks, but I am tired.

Anyway, let me go on here.  I have a few more questions and I would like you to go back for a moment to VECC 11, and I want you to go to page 6, I guess.  It is the page 6 of attachment 4 to VECC 11, if you could turn that up.

This one may be -- well, it is up to you, but this may be for Mr. Basilio.  Under the title "Debt and liquidity", it's the same DBS report that we were speaking about.

MS. BUTANY-DESOUZA:  We have it.

MR. BRETT:  All right.  So I see you listed each of the debt issuances here, or they have.  You state at the bottom -- well, actually underneath the table, the first bullet on the right:  "In April 2019, the company issued $200 million of 3.458 percent series 2019-1 Senior Unsecured Debentures," and somewhere in here you've got a rate for that.  I think it was 3.42 percent -- or what is there, sorry, 3.458.

Now, at the same time, I look over at these, I look at the promissory notes.  The last three items in that column show that you've got debt outstanding in the form of promissory notes of about $170 million, or -- in any event, it is a little less than that, but to three municipalities,  Vaughan, Markham and Barrie.

These notes are priced at 4.4 percent.  And my understanding, from reading through this -- and I can't put my finger on it at the moment, but these notes are renewed annually.  And I think I will right in saying that the cities have the right to back out on an annual basis.

So my question to you is:  Why are you paying more in interest on these short-term notes than you are paying on a 30-year debenture?

MR. BASILIO:  Well, firstly, they're not short term notes.  They expire in May 2024.

MR. BRETT:  Right.

MR. BASILIO:  They were reset.  The rates were reset upon the merger, consistent with the terms of the merger to the Board-approved rate, the rates that the Energy Board approved for the notes in prior power PowerStream rate applications.


Now, there are termination provisions, but those provisions are on a mark to market basis.  So essentially you know, they would have to you know -- they would potentially have to pay a penalty to the extent -- or receive payment to the extent of early termination.

So effectively, Alectra and its ratepayers are protected, such that if the cities did decide to terminate, they're terminating in a rate environment where Alectra could issue, at the rate that was being used to settle the mark to market adjustment, on these three notes.

MR. BRETT:  Sorry, do you mean for example that if they wanted to walk away on one of these annual -- at a point when they were allowed to do so under the terms of the note agreement, they would have to make a payment to Alectra if you had to pay more for equivalent loans from outside to third parties?

MR. BASILIO:  That's correct.

MR. BRETT:  Okay.

MR. BASILIO:  That's correct.  There would be a penalty.  Now, these notes do mature in 2024 and there are extension provisions.

MR. BRETT:  Right.

MR. BASILIO:  I think we filed these notes actually as part of the MAADs evidence.  Those extension provisions require the notes to be reset at the greater of the rate at the time of reset -- or sorry, the lesser of the rate at the time of reset or what the Energy Board might approve in a subsequent application.

MR. BRETT:  I see.

MR. BASILIO:  So again, we're trying to ensure that, you know, whatever happens with these notes, the terms on an arm's-length basis as if we were issuing in the markets.

MR. BRETT:  Did you say earlier that the Board -- were These -- sorry, I am not putting this very well.  But these notes were in place before the merger and they had been approved by the Board in each case, is that what you were saying?

MR. BASILIO:  Yeah.  The notes were in place prior to the merger.

We set the terms of the notes to effectively -- there were some provisions in the notes that, you know, I don't think supported, you know, fully supported the long-term nature of a rate.  And I think the Board recognized that he it approved the rates at the points in time it did so.

So we altered the terms of the notes.  In addition, we reset the rates on the notes to the last Board-approved rates.

MR. BRETT:  These are lower than they were before, like the 4.1 --


MR. BASILIO:  Yeah, I believe so.  I would have to go back and look, but I believe a couple of them were adjusted downwards.

MR. BRETT:  I see.  And then the Board approved them in their adjusted fashion, is that it?

MR. BASILIO:  Well, it would have been approved whenever the Board last -- in the case of the PowerStream application, they would have had a cost of capital component, the note would have been listed, and you know, it would...

MR. BRETT:  Right.  Do you happen to know how these originated, or why these originated?  I mean, were these sort of quasi equity or something?

MR. BASILIO:  No.  I think these notes date back, similar to most LDCs, and I think most intervenors would be familiar with this, in the original restructuring back in 2000 of the utilities into corporations, most -- a lot of municipalities took back debt rather than the distribution company issuing debt itself.

And so I think these are a legacy, effectively a legacy promissory note dating back to the time of corporatization of these entities.

MR. BRETT:  Okay, thank you.  That is that one.  Now, just give me a moment here.  Yeah, okay.

The next question really has to do with the rate impacts of the proposal, of the M1 proposal -- or I guess the total proposal, including the M1.

The question is there's been -- what I would like to see if it's not in evidence -- and I didn't see it.  There's been a good deal of discussion about the bill impact on an annual basis of this proposal.

But I would be interested in getting information on the base rate impact for each of the rate zones for each of the years 2020 to 2024, and with and without the rate rider.

So what I am looking for is the increase in the -- just the distribution portion of the bill.  Just the portion of the bill that the LDC is responsible for.  I would like to see what the rate impact is for each rate class, for each of the rate zones, since you are doing all of this still on a rate-zone basis, and for each of the years.  Could I get that?  Get an undertaking?

[Witness panel confers]

MR. KEIZER:  Sorry, Tom, they're just conferring, so we will be back to you in a sec.

MR. BRETT:  Yes.

[Witness panel confers]

MS. BUTANY-DESOUZA:  So Mr. Ladanyi, it is Indy again -- oh, Mr. Brett.  There's so many Toms in this room and on the phone.  I'm so sorry.  I have a Tom sitting next to me as well.

MR. BRETT:  Not a problem.

MS. BUTANY-DESOUZA:  I just want to be clear that you want the distribution bill impact without the M-factor.  So that is just the IRM adjustment?  And then --


MR. BRETT:  No, actually -- yes, I want -- I just want to sort of -- starting with, say, today's -- or the rates from 2019 --


MS. BUTANY-DESOUZA:  Yes.

MR. BRETT:  -- I want really the percentage increase in rates for -- of the proposal, of your total proposal --


MS. BUTANY-DESOUZA:  The total proposal is the M-factor, and that's included.

MR. BRETT:  -- in class for each of the five zones --


MS. BUTANY-DESOUZA:  Mr. Brett, that is available --


MR. BRETT:  -- and for each of the years.  Is that -- did I answer that properly?  You see what I am after?  I am just looking for the increase in the --


MS. BUTANY-DESOUZA:  Yes.

MR. BRETT:  -- what I call the base rate.  I am just using base rate to signify the distributor's part of the bill --


MS. BUTANY-DESOUZA:  Yes.  The distribution.

MR. BRETT:  -- less any rider.  And that's why I say with and without rate rider.

MS. BUTANY-DESOUZA:  We will frame the response accordingly and we will provide you with what you have asked.

MR. BRETT:  Okay, thank you.

MR. MURRAY:  That will be Undertaking JT2.10.
UNDERTAKING NO. JT2.10:  TO PROVIDE THE PERCENTAGE INCREASE IN RATES OF THE TOTAL PROPOSAL FOR EACH OF THE FIVE ZONES AND FOR EACH OF THE YEARS.

MR. BRETT:  Okay.  Now, I have a question on load growth and customer growth.  And this is -- if you would turn up Board Staff 94, please.  And this is a fairly short question.  If you just go over to page 2 of 4.

Now, what I am looking for here is -- I am looking at the -- Table 1 compares the, as you can see, compares the growth in customers, as I understand it, customer count for Alectra inclusive of Guelph for 2018 over 2017, which are the most recent results you have.

And it shows total percentage growth of 0.9 percent for residential, 0.6 percent for GS under 50, 1.4 for GS over 50, though I've got that reversed, I guess.  Sorry --


MS. BUTANY-DESOUZA:  No, that is not your fault.  It is our fault.

MR. BRETT:  I see.

MS. BUTANY-DESOUZA:  The lines in the table are out of order.

MR. BRETT:  Yeah, okay.  Then the large use is minus 3 percent.

Now -- so that is the current history.  And then if we go over to the next page, page 3 of 4, you were asked about the future here.  And -- in B, and you say you don't have a finalized forecast:

"However, the company expects customer numbers and growth rates to trend close to 1 percent over the period for the residential close to 0.6 for each of the GS under 50 and over 50."

So it is that phrase I want -- you have actually, for the over 50 -- the recent history is 0.6 and for under 50 it is 1.4, and you are now saying that -- you're saying -- you're estimating it should be close to 0.6 for each of those two.

So it works for one of them, but for the one, for the -- I guess it is the over 50 -- sorry, the under 50 is the one that is 1.4 historically, and you're saying it will be close to 0.6.  And I wondered -- you know, that's a pretty substantial change, and I wondered how you justified that.  Perhaps if you like to take an undertaking, that's fine.

[Witness panel confers]

MR. KEIZER:  Sorry, Tom, they're just conferring again.

MR. BRETT:  Okay.

[Witness panel confers]

MS. BUTANY-DESOUZA:  We'll take the undertaking.  I am not sure how it was phrased, so maybe you could play back to me, if you don't mind.

MR. BRETT:  Yes.  It is just the -- just a second.

MR. KEIZER:  Tom, do you want me -- it is Charles.  Do you want me to just give you my understanding of what you had asked?

MR. BRETT:  Yes.

MR. KEIZER:  I think what you had asked is what was the underlying rationale for the difference between the expected trend from 2020 to 2024 of 0.6 percent for the GS less than 50 when it shows in Table 1 that it's 1.4 percent.

MR. BRETT:  Correct.

MR. KEIZER:  For '17/'18.

MR. BRETT:  Thank you.

MR. MURRAY:  That will be Undertaking JT2.11.
UNDERTAKING NO. JT2.11:  TO PROVIDE THE UNDERLYING RATIONALE FOR THE DIFFERENCE BETWEEN THE EXPECTED TREND FROM 2020 TO 2024 OF 0.6 PERCENT FOR THE GS LESS THAN 50 WHEN IT SHOWS IN TABLE 1 THAT IT'S 1.4 PERCENT FOR '17/'18.

MR. BRETT:  I guess I had just one more question here.  You talked about -- and you talked about this a great deal over the last two days, the sort of policy rationale and the consistency or lack thereof of Board policy and the potential advantages and so on, so I don't want to -- I don't want to reopen that or redo that debate.  I have listened to it.  It was very interesting.

But I think you said at one point, either Ms. Butany or Mr. Basilio or both of you sort of summarized the benefits of your proposal as increased efficiency, increased flexibility and -- let's see, efficiency, flexibility, and -- well, those two, anyway.  There is a third one.

MS. BUTANY-DESOUZA:  The third one was surety and confidently invest on our Distribution System Plan.

MR. BRETT:  Yes.  What I am wondering is, have you looked at the possibility of doing a multi-year ICM which would go out to five years, so it would avoid your coming into the Board each year for specific ICM projects that I think you have said would create more hearing time and, at the same time, would give you some flexibility in terms of when the project had to be completed.

I think the current rule is -- I think it has to be completed in the same year as you get approval for it.

MS. BUTANY-DESOUZA:  That's correct.

MR. BRETT:  But assuming that that could be loosened somewhat, and then also some allowance for you to swap projects, as you discussed yesterday with Mr. Ritchie, in terms of swapping them temporally, swapping within the group of projects defined as projects that would be financed by your M-factor.

Did you look at any kind of an approach like that that would effectively take the ICM model and alter it to make it a little more user friendly?

MS. BUTANY-DESOUZA:  Mr. Brett, the ICM was certainly our starting point.  But as we've identified and as you just played back to me, the three differences in the M-factor proposal are the flexibility, the ability to confidently invest over the five-year period, and regulatory efficiency.

It is our understanding that -- and we can only go according to our reading of OEB policy, that ICM is not multi-year and that there is no flexibility as between years.

And so because the projects need to be in-service in the year in which the associated rider applies, that doesn't -- that in fact fundamentally excludes the flexibility item that we identified as a desired outcome, and certainly a need for Alectra in order to support the five years' worth of capital expenditure supported by the Distribution System Plan.

So the ICM is certainly the starting point.  The table that we discussed early on with you, Mr. Brett, lays out the number of similarities to the ICM.  But in fact, the items that you are asking me to consider why don't we do that, but in ICM are the very things that I believe are not allowed in ICM and are the difference, which is why we're filing for the M-factor.

MR. BRETT:  All right.  Thank you.

MS. BUTANY-DESOUZA:  I think we said this on presentation day.  Obviously we're calling it a M-factor.  This is the mechanism that we have advanced.  But certainly what we've identified is a Distribution System Plan with a capital funding need and, you know, it doesn't need to be called M-factor.  It could be called something else.  But it is the way that we've put it together.

MR. BRETT:  Thank you.  There is one other question I wanted -- one final question I had, and I think you have spoken to this as well, but I wasn't a hundred percent sure.

There's sort of two components to it, and it has to do with the CIVA deferral account.  My understanding -- is my understanding correct there that that account will be trued-up on an overall basis.  You are planning to true that up at the end of the five-year period, at the next rebasing, is that the idea?

MS. BUTANY-DESOUZA:  So we're not rebasing in five years.  We rebase in 2027.  The true-up could be at the end of this five-year period.  That is what we have suggested.

MR. BRETT:  Right, okay.  So it would be at the end of the five-year period.  But that would be trued up on an overall basis, eh?  In other words, it is one number that either is above or below, subject to your cap in the event that it is above, that it is one number.  It is not a true-up on a project basis?

MS. BUTANY-DESOUZA:  It is a true-up on a project basis, Mr. Brett, and it’s also...

MR. BRETT:  It is or isn't?  It is or isn't?

MS. BUTANY-DESOUZA:  It is, yes, it is on a project basis.

MR. BRETT:  Right.  One of those projects will be trued-up individually, and then summed up at the rebasing, is that the idea?

MS. BUTANY-DESOUZA:  Not at the rebasing, at the end of the five-year period and by rate zone, in order to avoid cross subsidization across rate zones.

MR. BRETT:  Right, I understand that.  So the -- I just want to make sure I am on the same page here.  You have a lot of projects, going by memory.  Some of them are quite small.  Some of them are medium size.  Very few seem large.  But you are saying you will true up each of those projects individually?

MS. BUTANY-DESOUZA:  Yes.

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

MR. MURRAY:  Unless anyone has any further questions, that concludes the technical conference.

MR. SHEPHERD:  Sorry, we can ask more questions?

[Laughter]

MR. MURRAY:  Only you, Jay.

MS. BUTANY-DESOUZA:  What?

[Laughter]
Preliminary Matters:


MR. MURRAY:  Just so is it is on the record for everyone's benefit, Mr. Keizer, can you give us some sense of when the parties can expect to receive answers to the undertakings?

MR. KEIZER:  I haven’t had an opportunity to confer with the panel, but obviously we know that the hearing is starting next week so I think we have to advise you of the witness panels for the hearing.  So probably at the time we communicate that, we will be able to communicate the timing of the undertakings as well.

MR. SHEPHERD:  Sorry, you don't know the witness panels yet?

MR. KEIZER:  No.  Board Staff has asked us to provide them so we could actually do a hearing schedule, so we were going to confer, make sure we had everything understood and then we will be able to communicate that this evening.

MR. SHEPHERD:  This evening?

MR. KEIZER:  That is the expectation.

MR. SHEPHERD:  Okay, thank you.

MR. MURRAY:  Thank you.
--- Whereupon conference concluded at 4:38 p.m.
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