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Wednesday, February 17, 2021
--- On commencing at 9:30 a.m.

MS. DJURDJEVIC:  We will get started.  Welcome everyone good morning and welcome to the virtual technical conference in PUC Distribution Inc. 2022 incremental capital module application, EB-2020-0249.

This application is an amended version of the ICM application up is to be filed under EB-2018-0219, which is filed as part of PUC Distribution's 2019 IRM application.  Two proceedings have been joined.

The technical conference is convened pursuant to the OEB's Procedural Order No. 7, dated February 3rd, 2021, and scheduled for only this one day.

My name is Ljuba Djurdjevic, and I am counsel to OEB Staff.  With me here today, virtually, from the OEB are Ms. Vlahos, the case manager for this application, and staff members Mr. Wang and Ms. Kwan, Mr. Mancherjee manager of electricity distribution, major rate applications.

Also with us are the hearing advisor on this matter, Ms. Sanasie, and also joining us from time to time are (inaudible), the OEB manager of the adjudicated process, and online standing by is our IT specialist, Astrit Shyti.  I hope I identified everybody on our side.

I will ask the parties to enter their appearances and to avoid speaking at the same time, I will simply call on each party to introduce themselves.  I will start with the applicant's counsel and witnesses.  Over to you, Mr. Vellone.
Appearances:


MR. VELLONE:  Good morning, everyone. I think I know almost everyone here.  Actually, Amanda, this might be my fist time meeting you.

My name is Mr. Vellone, a lawyer at Borden, Ladner, Gervais, and counsel to the applicant, PUC Distribution.  With me today is my associate, Ms. Ho.  Ms. Ho will be navigating us through the electronic record and bringing interrogatories up on the screen as you are asking your questions.  We are very grateful for that to get us through this as quickly and a efficiently as possible.

I will introduce the witness panel.  Robert Brewer is president and CEO of PUC Distribution, Kevin Bell is vice president of business development, and also the project lead on the Sault Ste. Marie smart grid project.  Mark Faught is the director of finance of PUC Distribution, and Mr. Kasubeck is the regulatory financial analyst at PUC Distribution.


Copies of their CVs were circulated in advance and if you didn't get a copy, please let me know.  So that is the applicant witness panel.
PUC DISTRIBUTION – PANEL 1

Robert Brewer

Kevin Bell

Mark Faught
Tyler Kasubeck

MS. DJURDJEVIC:  Thank you, Mr. Vellone.  I will call you John.  We know each other.  I will now turn to -- oh, CRC isn't joining us yet, but we will have Mr. Shepherd enter his appearance when he does join us.

The next party intervener I would like it to enter their experience is -- where is our schedule?  It is VECC, Vulnerable Energy Consumers Coalition.

MS. GRICE:  Good morning.  It is Shelley Grice representing the Vulnerable Energy Consumers Coalition.  And Ms. Girvan of Consumers Council of Canada should be joining the technical conference around 12:30.  She has asked me to ask her questions and I will do so on her behalf, thank you.


MS. DJURDJEVIC:  Thank you, Shelley.  The last intervenor to enter an appearance would be a representative from Environmental Defence.

MS. MONTGOMERY:   Good morning, everyone.  My name is Amanda Montgomery, and I am representing Environmental Defence today.  I think normally Kent Olsen would be sitting here, but we are tied to me today.



MS. DJURDJEVIC:  Thank you.  I think that is all the appearances, unless I missed anyone -- speak up.

I will just review a couple of procedural aspects of the virtual format.  This was set out in the document that was circulated with the appointment for today's conference.  In case you haven't had a chance to review it, I will briefly mention some of the key aspects.

So the order of questioning by staff and intervenors, along with the time estimates for questioning, will be accordance with the order that Staff developed in consultation with the parties.  Again, that schedule has been circulated.  The teem conference will be transcribed and I hope that the dog barking in there background doesn't make it on the transcript.  But it will be transcribed and the transcript will be available tomorrow, and it will be placed on the public record proceeding as with ordinary regular technical conferences.  The conference will also be recorded, but the recording will not be posted on the record.

As we discussed earlier, the audio feed from the technical conference will be live streamed on the OEB's website, and also as with regular in-person technical conferences.

It is recommended that only the witness panel, the applicant's counsel, and the parties questioning the witness have their video turned on during the conference during each person's time for questioning.  And everybody else will turn their cameras office.

The applicant will control presentation of the exhibits, and if parties haven't done so, please provide to PUC's counsel the list of documents you will be referencing in your questions, so they have those readily available.

If there are follow up questions by a party during the other part's questioning, I ask that the interrupting party turn on his or her camera, state his or her name before asking the follow up question.  This will assist the court reporter in identifying speakers, and accurately transcribing what is and by whom.

Before we start with the questioning, are there all any preliminary matters that need to be addressed?  Going once, going twice.  Somebody is on the chat.

Actually, just to confirm, we are recording now, correct?

MS. SANASIE:  That is right.

MS. DJURDJEVIC:  Thank you.  With that, then I will proceed with our schedule and that starts with OEB Staff, who are first on the list of the parties asking questions.  I will turn it over to Ms. Vlahos.
Examination by Ms. Vlahos:


MS. VLAHOS:  Thanks, Ms. Djurdjevic.  Can everyone hear me okay?  Thumbs up.

For my first question, the reference is the interrogatory response to Staff 4, part B.

MR. VELLONE:  Everyone can see the numbers on their screen?  I am looking for nods from PUC in particular.

MS. VLAHOS:  Yes, okay.  In response to this interrogatory, PUC provided a paragraph noting it would be reasonable for the OEB to include a condition of approval indicating that PUC file, an updated forecast of its 2022 capital budget as part of its 2220 IRM.

If the new maximum incremental capital calculated based on the 2022 budget minus the materiality threshold for 2022 is less than the ICM approval, then the value of the approval will reduce to the new maximum eligible incremental capital.

So my question is:  On a similar note, if the OEB approves this project, would PUC Distribution consider it reasonable to also include a condition of approval to update for the 2022 IPI when it is ultimately announced by the OEB?

MR. VELLONE:  Still can't hear you, Mark.

MR. BREWER:  Let me see if I can pinch hit for him.  There is no issue on our end with that.

MS. VLAHOS:  Thank you.  My second question:  The interrogatory response references Staff 11 and also attachment 5, the summary of survey results.  In response to Staff 11, PUC was asked whether it took the opportunity between its initial filing and the amended filing to engage with customer on the project specifically.  The response was yes, and PUC provided attachment 5, the summary of the survey results.

My question is on attachment 5, a few of the questions indicate from July survey or from November survey kind of underneath the questions, I think they are questions 4 to 7.  Can you just clarify what this means?  Is attachment 5 a summary of numerous surveys that were conducted between the first filing and the amended filing.

MR. BREWER:  That is correct.  We try to regularly engage for various topics, so we have included a few of these in those other surveys that we did.  So there one from July, one from the fall, and there is the one from December.

MS. VLAHOS:  Thanks for the clarification.  A couple of the questions start with the sentence, "After learning that the smart grid project will", and it goes on to ask the question.

Can you just clarify?  Was there some background information on what this project is that was provided as part of those surveys that you conducted, that explain the benefits of the project, the costs, the potential risks, et cetera?

MR. BREWER:  The question 1, question 2 and question 3 -- I am thinking question -- if you can scroll to question 4 for me, as well.  I will see the timeframe on that one.  That's July.

Question 1, question 2 and question 3 were done December, and there would have been an explanation of the project to explain the context, and then there was the survey questions that were asked.  So the first one being is that the first question and then the second question would have indicated that the project is expected to result in, say, carbon savings of this amount, and the question being is does that make you more likely to support it.  The idea is to try to find the sensitivity on those two issues, reliability and carbon saving.

MS. VLAHOS:  Would PUC be able to provide copy of the background blurb that accompanied the survey?

MR. BREWER:  Yes.

MS. VLAHOS:  Perfect.  Thank you.

MS. DJURDJEVIC:  That will be an undertaking.  I will make a note of that, KT1.1 (sic).  Thank you, continue. 
UNDERTAKING NO. JTC1.1:  TO PROVIDE A COPY OF THE BACKGROUND BLURB THAT ACCOMPANIED THE SURVEY

MS. VLAHOS:  Thank you.  So the survey results seem to show that customers value reliability highly.  For example, question 3 asks:  After learning that the project would result in better quality and significantly increase reliability, does that make you more inclined to support it?  Seventy-eight percent of your customers said yes.

At numerous references throughout the interrogatory responses, an example of one is Staff 23, PUC indicated that if it is necessary to reduce the scope to maintain the project capital cost limit, the scope of DA will be reduced.  Reducing the scope of DA wouldn't effect the overall function of the project, but it might lead to a decrease in reliability and improvement.

My question is does PUC believe its customers would be as likely to support the SSG project if they were aware the DA scope could be reduced, and therefore the associated reliability benefice be reduced as well.

MR. BREWER:  If I could just walk through those three questions, the first question really speaks to way we have -- the three different options for the project.  And then given that, question 2 and question 3 are now that you have more information -- and so originally in question 1, we had 80 percent of the people in support of the project -- are you even more likely to support it is question 2 and question 3.

What we found was both the carbon savings and the reliability are very important.  But what we also found in some of the other survey results is that is there the sensitivity -- I think it is question 4 I will alert you to -- continue.  Go to 5.

So you see on question 6 there is a balance between cost and affordability.  We what have tried to do with this project is keep the costs low while providing reliability benefit.  Even if the scope of DA is reduced, customers are still going to see a significant reliability benefit at no cost, no net bill increase.

If we were to have to reduce scope and we reduced it on the VVO side, we would actually increase the cost to the  customer because they wouldn't see the energy savings, which is what (inaudible).


So I think this is that important balance that we are trying to find, in terms of trying to keep the no net bill increase in place, and also trying to provide as much reliability benefit as we can.

MS. VLAHOS:  Understood.  Thank you.  My next question, the interrogatory references Staff 18B.

Here the response indicates the date in the proposed revision with NRCan has PUC seeking approval from the OEB by March 21, 2021.  This was executed by PUC on December 16.

Given the case schedule is set so that PUC's reply submission is April 1, and thereafter early approval, if that is the panel's decision, would not be before this deadline.  I was wondering has PUC notified NRCan of the updated schedule for this proceeding.

MR. BELL:  I can take that one.  Yes, we have kept NRCan informed of the status of the application and the dates.  This aspect specifically was brought to discussion between PUC and NRCan staff and they are indicated they don't see this as an issue.  They are prepared to adjust the date -- basically, they asked what we wanted, so we weren't sure when we should pick April or May.  But they don't see this date as impacting the contribution agreement.

MS. VLAHOS:  Thank you.  My next question, the interrogatory references Staff 34.

MS. GRICE:  I was going to ask a question.  On that last response that NRCan doesn't see it as an issue and there was a date of April or May, did you give them a date of April or May?  Was that named down with NRCan?

MR. BELL:  The information we provided them is the current dates in the Procedural Order No. 7, indicating we would be filing our last written submission on the April 1st date.  The timing, I guess, past that, as we didn't know it specifically, they were prepared to put any date we asked for really.

So we haven't specified date.  It is an amendment that Staff doesn't require approval for, in the sense of they can make the adjustment in that date schedule.  So I haven't asked for a date.  I guess we could, but we were basically hoping to learn a little bit more about the process in terms of timing and expected decision.

MS. GRICE:  Thank you.

MS. VLAHOS:  Staff 34 is the reference.  We see here the allocation of the costs to purchase the preliminary engineering works between the DA, VVM and AMI.  Can you confirm this breakdown is PUC's own breakdown, or was this provided by IE or Infrastructure Energy?

MR. BELL:  This breakdown was performed by PUC.  It was just based on the relative asset values in the project estimate.

MS. VLAHOS:  Okay.  With respect to the administration fee paid to IE mentioned in part B of this response, is that noted somewhere in the actual asset purchase agreement, or was this just agreed to?

MR. BREWER:  Sorry, the admin charge.  I am not following the question.  It says the cost referring to the Leidos engineering LLC and Navigant Consulting reports.

MR. VELLONE:  The very last paragraph in that response. You can see it on the screen.

MS. VLAHOS:  Yes, it is right underneath the list of all the reports.

MR. BREWER:  In the answer, okay.  So when we look at the cost of generating these reports, they are backed up through time invoices from Leidos and Navigant, it was in excess of the one million and 23 that was paid as of the present value -- it was US and converted into 2020 dollars, it was in the 1.4, 1.5 million range.

There was work done by Michael Bowman in support of the NRCan application, which was quantified as somewhere in the $200,000 range.  It was really the negotiation that got to the 1.023 number.  It started significantly higher and they were able to bring it down.

So the reports themselves are worth that value, and just in the discussion around them in terms of their handling of them, their paying of the invoices, the time value of the money comes up with the administration charge.

MS. VLAHOS:  So it is not specifically noted in the asset purchase agreement that is what the admin fee paid to IE was, or is.

MR. BREWER:  Yes.

MS. VLAHOS:  Okay.  My next question, the interrogatory's references Staff 46.  It is also replicated in VECC 22, the same table, part B of Staff 46.

This is a two part question.  For each metric that indicates the partly/to be determined, what factors would drive PUC's decision whether to track these metrics or not?  And my second question is why were these metrics specifically marked as to be determined verses those that were marked with a yes?

MR. BELL:  The elements that are partly to be determined, I guess the approach was if we weren't sure how to measure something that didn't happen, and avoid truck roll as an example.  Some of these I guess we hadn't come up with the methodology.  We are anticipating that the outage management system and the status system will be able to provide us data that we can infer some of these items.  But some of them, I guess we really didn't have the methodology firm in our mind on how we would do it.

For example, I think the peak demand reduction was one of the ones that came up in another question.  I think although the data is there, at the time of the work done by Leidos and the preliminary engineering work, that wasn't one of the ones they identified the methodology. I think were reasonably confident we can do.  It just a case of confirming what the methodology and process will be.

MS. VLAHOS:  This is something that will be developed kind of as the construction kind of goes along with the PC contractor.

MR. BELL:  I think it would be more in the design element.  So as we design the software and confirm what data fields we want to capture and metrics we want to calculate, we will determine each of these going forward from that process.

MS. VLAHOS:  Okay.  Thank you.  My next question, the interrogatory reference is Staff 58A, and also similarly CCC 17.

Sorry, if we can just look at CCC 17, the response states that to the extent that the performance measures are not achieved through the EPC contract, PUC will exercise its rights to claim liquidated damages for performance, and those liquidated will go to reduce the cost of the SSG project for customers, and help ensure that no net bill increase is maintained.

My question is:  What is the mechanism by which PUC proposes to account for any liquidated damages that may be paid by the EPC contractor.  For example, is this something that would be addressed as part of your rebasing Application?

MR. FAUGHT:  Can you hear me now?  Perfect.  I think the liquidated damages, if there are any, would reduce the capital expenditures associated with this project, and similar to any other adjustments, would be settled at the next cost of service rebasing time.

MS. VLAHOS:  Okay.  Is there a period that the EPC contractor is being held to, to achieve the noted performance measures, and when -- can you explain to when is that point measured.  For example, if the project is in service by December 31, 2022, on January 1, 2023, when it is live and if it doesn't meet the expectations as per the contract, are liquidated damages paid one time, or is it kind of over a longer period until it does meet the expected savings?

Can you kind of walk me through that process?

MR. BELL:  The anticipated process, I guess, is when we put it in service, we will follow the IEEE guideline that we referenced in terms of making the assessment of what is being achieved.  The EPC contractor I guess has the opportunity to try and fine tune or tune the system, potentially add more devices to achieve that within their fixed price at that point on the contract.

So the timeline for them to achieve that would be post-commissioning, and the intent is that it is all 100 percent -- determined the contract is punch list or something like that.  There is a punch list sort of at the substantial completion point that would continue and the final date is -- I don't know if it is in the contract, but it's part of the penalty with the final due date tied to the NRCan date of March 31, 2023.

MS. VLAHOS:  How long after the project is put in service is the energy reduction expected to be realized?  Is this something that is immediate, or will it take a longer time to realize the savings?

MR. BELL:  The technology, I guess basically once it is live, it is immediate.  We anticipate essentially turning them up by station throughout the construction phase actually, so some of the savings will start to be achieved although the whole system won't be proven, I guess, until the final commissioning point.

So savings will start to be realized on some stations as early as the summer, and then there is a schedule of station by station through to the end to the final completion.

MS. VLAHOS:  Okay.  My next question, the reference SEC 22 and the EPC contract article 23, subsection 2, is the other reference.

The response to SEC 22 PUC notes the EPC contract contains a typical one-year warranty.  When I look back at that contract under article 23, subsection 2, it indicates that should the contractor fail to remedy a defect or provide an acceptable remedial plan to PUC, PUC may elect to either proceed with any activities necessary to remedy the defects or to accept the defects.

I have a two-part question.  Can you confirm that this implies if PUC doesn't feel like the remedy proposed by the EPC contractor is sufficient, it would undertake to fix it at its own cost?  And kind of going with that thought, do the contingencies built into the project take this into consideration?

MR. VELLONE:  Can I get the article reference that you looking at in the EPC contract, just so the witness can have the materials you are referring to in front of them.

MS. VLAHOS:  Article 23.2.

MR. VELLONE:  Give them a minute.  

MR. BELL:  Could you restate the question in terms of what PUC would do in this sense?

MS. VLAHOS:  Kind of a two-part question.  Basically can you confirm this implies if PUC doesn't feel the remedy is sufficient, it would have to undertake to fix whatever is broken at its own cost, and do the contingencies built into the project cost take this into consideration, if PUC had to go and remedy any defects?

MR. BELL:  I think what we are looking at here is this would be part of what the warranty is covering, if there is a defect that basically fails to deliver or fails to perform in terms of the system intent.

MS. VLAHOS:  I guess I am kind of focusing on if there is defect and the EPC contractor has to kind to provide you some type of remedy, but it says that if you don't -- if PUC doesn't -- sorry, let me just -- I lost my page here.   Does it imply that PUC -- if it does not feel like the remedy proposed is sufficient, it would undertake to fix it at its own cost?

MR. BELL:  I guess the intent of the clause is giving us the right to do that.  To the extent of the cost side of it, the cost side I guess would be part of the failure of the EPC contractor to deliver that portion.

So then we would get into elements of the contract that I guess addressing -- I am not sure of the term in the Contract, but it would -- incomplete work, or if a defect was related to performance, it would be part of the performance element of the contract.

MS. VLAHOS:  Right.

MR. BELL:  I don't think there is a contingency for doing this work in so much the contract is designed either through warranty or performance type guarantees to deliver it.

MS. VLAHOS:  Thank you.  Those are my questions.  I am going to hand it over to my colleague, Jerry, to ask his.  Thank you very much.
Examination by Mr. Wang:


MR. WANG:  Can everyone hear me?  This is Jerry Wang for OEB Staff.  I just have a few questions. If we could start by turning to staff 24, and if we could scroll down to parts -- you have that right there.

The response here indicates that step one of the project is fixed and the scope of work is known, but that is not the same for step 2.  Step 2 is to a certain extent determined based on the completion of step 1.

My question is:  Does PUC have an idea of the timeline of when it expects to finish step 1, and whether or not it would have updated scope and cost for step 2 in time to be filed as part of its 2022 interim application.

MR. VELLONE:  When are we assuming the OEB approval for this happens for this question.  Can you give us an assumption to work with?

MS. WANG:  I can't say, but I guess maybe just for the purposes of the question, let's say maybe by May 1 of this year.

MR. VELLONE:  Thank you.

MS. DJURDJEVIC:  Did people lose sound or something?

MR. BELL:  I was just trying to figure out the --


MS. DJURDJEVIC:  Sorry.  Was there an undertaking there?  Hard to tell.

MR. BELL:  There is two parts of it, I guess.  The cost is certain I guess in our mind is the 27,007.  I am not sure what we are filing for an IRM.  And the engineering scope is 7 to eight months.  So the timing of the IRM application which is in the fall may not have that by then.  I am not certain in terms of -- it would be close, but I guess that is only 5 months.  I sort of did a June, July, August, September, October.

So it may not be the scope might not be finalized, but the cost is finalized because it is 277.

MR. WANG:  I guess my understanding was for step 2, the way you have structured it, is a maximum cost.  But based on whatever happens in step 1, there is the possibility that the actual cost could be lower.  Is that correct?

MR. BELL:  Yes, that is  correct.  Conceivably it could be less.  I don't know whether we will have that by the time we are filing an IRM in the fall.

MR. WANG:  I guess tying this Back -- where I am going with this is in Staff 4, if we could turn to that really quickly, if we go down to the very bottom part of part B of the response.  At the bottom, PUC indicates it would be reasonable to file an updated of its 2022 forecasted capital.

So my question is in the event that you do have u[dated costs for step 2 available by the time you file your 2022 IRM application, understanding you have a maximum price structure and so the price can only go down, would you find it reasonable to be filing that as parts of your 220 application to update the cost of the project?

MR. BELL:  Yes, if it is available and we have signed the EPC contractor to that amount, then I think we would certainly be prepared to provide that.

MR. VELLONE:  For clarity, you don't think it will be available.  Eight months from May 1 is not the time to file a 222 ICM, is that fair?

MR. BELL:  Correct, I think it is unlikely.  But should we have signed the contract for the fixed amount that point, we would certainly be able to provide that information.

MR. WANG:  Thank you.  I guess one final thing on that note.  In the event the cost of the project is lower, does that affect your accounting at all in terms of the agreement you have?  I understand it is 25 percent of the project cost.  If the costs go down, is it just proportional?

MR. BELL:  Yes, that is correct, it proportion to the capital of the project.

MR. WANG:  Thank you.  If we could please turn to Staff 23?  Again, if you could scroll to the bottom, parts B and C.

So in response, part C of the response, it says the reduction of scope and the context in the question is the reduction in scope would only come out of the distribution portion, and it would not affect PUC Distribution's eligibility for NRCan funding as long as it does not affect the 3 performance indicators as provided in appendix A, the statement of work.

And so if we could turn to -- there is a reference here, but I think you provided it in the original application as well.  It is appendix AA4-2, page 8.  Sorry -- I might have gone too far.  Right there.  Thank you.

Please correct me if I am wrong, but my understanding is the three performance indicators that you were referring to are these three here.  And specifically I am looking at No. 3, which is increased reliability.  I understand this metric or indicators relates directly to distribution automation. So to me, it seems like there is a disconnect between your response to that IR and this indicator here, because it seems to me that if you do reduce the scope of DA, it would affect the increased reliability and resiliency of the project.  And I am just wondering if you could reconcile that disconnect for me.

MR. BELL:  I think the intent of the answer was to try to reflect that eliminating DA would potentially make the project intelligible from NRCan's perspective.

The scope of the proposed reliability savings isn't specific in the NRCan agreement.  I think the as long as we look at achieving improved reliability and the use of the fault location isolation restoration system, then we would be delivering on our intent of the project.  I think it would just be if we eliminated it, then we would have hard time arguing that the project was delivering that.

MR. VELLONE:  When you say eliminate, you mean do zero DA?

MR. BELL:  Do zero.  I think that was one of the anticipated questions at one point, and we think that would put us offside with the intent of the NRCan agreement.

MR. VELLONE:  50 percent of DA?

MR. BELL:  50 percent I think would be a substantial demonstration of this technology and the application on our system.  So again, the project isn't specific.  I think the original application talked about 64 percent of our system.  Then we moved that to a target once we had -- that was pre-NRCan.  With the NRCan agreement, we started looking at trying to achieve 100 percent of our system coverage with the fault restoration isolation system.  I think that was the context of the answer provided.

MR. SHEPHERD:  I wonder if I can jump in?  Can you hear me okay?

I apologize for being late and I missed the first 20 minutes.

MR. VELLONE:  Can you turn your video on, Jay?

MR. SHEPHERD:  I want to follow up on that.  Have you talked to NRCan how about how much reliability benefits you have to deliver in order to meet this performance requirement?  They are aware that you have a variable scope contract.  Right?

MR. BELL:  Yeah, and we haven't got specific in terms of what level of reliability we would be achieving.  I think it is more of -- from their perspective, it is a demonstration of the system and the technologies, the integration of them.

MR. SHEPHERD:  Do they know that you are not going to reduce the other components, you only going to reduce DA if you have to reduce scope.  Have you told them that?

MR. BELL:  Those type of parameters I guess not have been discussed with them.

MR. SHEPHERD:  There is a risk, I guess, that NRCan will say you didn't deliver on the reliability resiliency component because you cut the scope, and therefore we are not going to give you all the money.  Is that right?

MR. BELL:  I don't believe so because there is not a targeted reliability savings in the agreement.

MR. SHEPHERD:  You agree you can't get to zero, right?  You can't have zero DA.

MR. BELL:  We have no intention of going to zero.

MR. SHEPHERD:  That is not the question.  You can't have that and still get all the NRCan money.  Is that fair?

MR. BELL:  I guess the question has not been specifically asked of NRCan.

MR. SHEPHERD:  Thanks a lot.  Sorry to interrupt, Jerry.

MS. DJURDJEVIC:  For the benefit of the court reporter, Jay, because we didn't get your appearance at the beginning.  Can we get your to state your name and who you represent?  Then we can have your appearance entered.

MR. SHEPHERD:  My apologies.  I was actually in a taxi from the airport.  Jay Shepherd, School Energy Coalition.

MS. DJURDJEVIC:  One other thing I mentioned today to the parties.  If you want to ask a follow on question while somebody else is asking questions, we just ask that people turn on their camera and first of all state their name, so the court reporter knows who is speaking and to make the transcript clearer.

MR. SHEPHERD:  I thought I was sufficiently notorious that I have to, but I will.

MS. DJURDJEVIC:  The court reporter needs to make clear who asking question and whatnot.  I will stop then.

MR. WANG:  Just to continue on that, in the event that you to need to reduce the scope of your DA just to meet the no net bill increase, what is PUC's approach or methodology for reducing the DA?  How would you determine can which parts of the scope you are going to cut?

MR. BELL:  There's two aspects I guess to the impact of reducing the scope.  Part of it is the nature of the physical circuit arrangements in the context of the alternate or adjacent feeders we would be switching to for restoration.  Generally, we would be starting with the least reliable systems is the ones we would try to retain.  The interior core system that tends to have more existing alternatives may be fist to be reduced from.  The caveat to that is sometimes those stations become the alternate feeder for the restoration.  So it is partly physical and partly system reliability.

The concept I guess would be trying to get closer to an equitable liability function for the customers, recognizing that the 10 percent of the further radial systems are still the higher impacted, but the other systems have more -- closer travel time, easier to find, so they would be the first we would elect to reduce scope from.

MR. WANG:  Thank you.  My next questions, I will draw upon a few references, so I will walk through them and then get to my question.

If we could go to Staff 26 first, and towards the bottom parts C and D, you indicated that the 2.7 percent  savings that you have estimated is potentially subject to change as you complete step 1.

But you also point to that part of the EPC contract which is redacted section 22.1, which you have elsewhere in your responses indicated is the liquidated damages clause that will help you retain the no net bill increase.

And if we could turn to CCC 12, and again here it is kind of the same thing, where you have just said that you looked at the net benefit calculations in the event that you need to -- the energy savings are lower than expected, you would use that liquidated damages clause to try to offset that.

I guess my understanding for the no net bill increase concept is that the annual savings you expect to achieve through the VVO is expected to offset the increased revenue requirements coming from the smart grid project.

My question is based on if the actual savings is lower than the 2.7 percent, your savings would be lower by some amount.  Have you calculated the scenarios where the annual VVO savings are lower than expected and compared it to the potential liquidated damages you could claim from the EPC contractor to ensure the decrease in VVO savings is fully offset by the liquidated damages, so as to ensure you can ensure the no net bill increase?

MR. BREWER:  Let me walk you through that.  There is a number of studies obviously on what the expected VVO would be, what the results would be.  We modeled in SEC 12 a 20-year time horizon that shows some of those sensitivities.  So we have used a low threshold of 2 percent.  We used a 2.7 percent, and then we used 4 percent.

Interestingly, there was a pilot done.  We were at a conference recently where Hydro Ottawa was reporting out on their project there, and they'd seen energy savings of about 3.7 of about percent.  So the 4 percent is certainly on the high end, but there may be some areas where that is achieved.

If you look even at the 2 percent threshold, you will see the there is a net benefit to customers.  The NPV is in the 3 million range.  If you go to the 2.7 percent, you will see that it is much more significant in terms of the net benefit.  If you can make the screen bigger for us, the numbers are pretty small.  You can see it is in the 12.5 million range.

The liquidated damages max out at the 5 percent and that is at 2.5 percent.  So if they are below 2.5 percent, then we are getting maximum liquidated damages.  That tells you that the EPC contractor is pretty confident that it is going to be north of 2.5 and likely 2.7 is achievable.

MR. WANG:  Thank you.  Those are all my questions.  I thank you all very much and I will pass it to my colleague, Donna.
Examination by Ms. Kwan:


MS. KWAN:  Good morning, everyone.  I just have few have a few questions.  I am Donna Kwan, with OEB Staff.  My first one is on Staff 42, attachment 8, which is the accounting order.

If you can scroll down a little bit more just to get the journal entries.

In this accounting order, the third entry for carrying cost, account 1508, other regulatory accounts, so accounts deferred revenue carrying cost is in a debit position.  If you look at the first journal entry, the account 1508, other regulatory assets of accounts deferred revenue contribution capital, contributed capital is in a credit position.

My question is, shouldn't the carrying charges also be in a credit position as well?

MR. FAUGHT:  Good morning.  I believe you are correct.

MS. KWAN:  Would you be able to undertake to revise that journal entry?

MR. FAUGHT:  Yes.

MS. KWAN:  The follow up question to that is can you please undertake to provide the journal entries that would be recorded if the ICM is approved, and included at rebasing?

MR. FAUGHT:  If I understand correctly, you're asking for a complete accounting order of the entire ICM itself.

MS. KWAN:  Yes, I think it might be helpful in the future to have that all as well.

MR. FAUGHT:  Sure, understood.

MS. DJURDJEVIC:  That will be undertaking JTC1.2.  I want to point out that I miss named the first undertaking as KT something, but it should be JTC1.1.  This one is JTC1.2.

MR. VELLONE:  Can I make a request?  Can we split this into JTC1.2 and 1.3, where 1.3 is fixed to journal entry on the current accounting order, and 1.3 is create a new accounting order.

MS. KWAN:  It wouldn't be a new accounting order.  It would just be an extension of the accounting entries.

MR. VELLONE:  I see.  In which case if it is there corrections of the same accounting order I am okay.

MS. DJURDJEVIC:  It is a single undertaking JTC1.2. 
UNDERTAKING NO. JTC1.2:  TO PROVIDE A CORRECTED VERSION OF THE ACCOUNTING ORDER


MS. KWAN:  My next question is on Staff 5.  If we can go to the wording part.  So in the response, PUC states that tab 9 of the ICM model, the capex amount of 33,495,218 was not updated to reflect the change in the Q4 rate of applicable to CWIP, and it has since been updated.

I don't think I saw an updated ICM model as part of the IR responses.  Can you clarify if there was an updated model that needs to be filed.

MR. KASUBECK:  You talking are about the ICM model?

MS. HO:  This is the one you are referring to?

MR. KASUBECK:  Yes, if you could go to tab 9, the portion I was referring to that was updated was the 24 million 828 in cell M25, which is the net project cost after the updated prescribed interest rates for CWIP were input.  That was the update that was corrected.

MS. KWAN:  This already reflects the updates, right, this version?

MR. KASUBECK:  Yes.

MS. KWAN:  Yes.

MR. VELLONE:  For clarity, I am looking at a version dated December -- I think at the top it is December 18.

MS. KWAN:  Okay.

MR. VELLONE:  Is that the right version?

MR. KASUBECK:  Yes, that is the version that I had, too.

MS. KWAN:  That 30 million that was referenced in the response, that is included in here, right?

MR. KASUBECK:  Can you go to the response please at staff 5.  Yes, that 33 million 495,000 is updated in cell M16, so it was already updated.

MS. KWAN:  That is all my questions, so I will turn it over to Ms. Djurdjevic now.

MS. DJURDJEVIC:  Good morning.  I have just a few questions and don't want to take too long.  Starting with the -- the references interrogatory response to Staff 10A and in that response PUC referred to its evidence in the original application, which indicated that a city council resolution of July 8, 2019, stated that council would approve the project if, among other things, federal-provincial funding approved -- the funding amount was greater than 9 million.

And then PUC indicated that requirement was met, at least with the original project, because there was 11.8 million in funding that was available.

First of all, what I just want to do is confirm the shareholder city council approved the original smart grid, albeit with conditions such as the amount of the NRCan funding.  Can you confirm that for us, please?

MR. BREWER:  Sorry, let me just -- a couple things.  Number one, if we intermix city council and shareholder, the two aren't the same.  Just for clarity.  The shareholder of PUC Distribution is PUC Inc.  The shareholder of PUC Inc. is city council.

We certainly did go and take the -- because of the size of the capital, it is required in PUC Inc.'s shareholder agreement for approval, so we did go to city council for that, and the indication was for the quantum of the NRCan funding.

The quantum of the NRCan funding available still remains more than 9 million -- in fact, I think it is more 10 million that is approved.  However, we only anticipate accessing a small portion of that because of the size of the project.

MS. DJURDJEVIC:  I am just trying to clarify, first of all, that with respects to the first project, PUC considered it was necessary to go to the  shareholder, city council -- and the ultimate owner of PUC and PUC Inc. is the city, and get approval for the first project.  I think we have some documentation to that effect in the original application.

That resolution specifically said that it is approved if there is funding greater than 9 million.  I guess I am just trying to find out is there some subsequent approval or resolution by the city council for the revised project and with a lower amount of NRCan funding.

MR. BREWER:  Like I said, the current approved NRCan funding remains north of 9 million.  But because of the size of this project, we don't anticipate needing all of it.  But it is approved for more than 9 million.

That being said, we did go to council and gave them an update very recently.  I believe I is in the responses we have given you.  Appendix 1 I believe is the response.

MS. DJURDJEVIC:  Just to clarify, my understanding is the NRCan funding has decreased and it is now just over eight million.

MR. BREWER:  No.  The quantum that is permitted under the NRCan funding is over 10.  We only anticipate 25 percent of the project cost, and the project cost has come down.  So we don't anticipate needing more than that.  But the amount available remains over 10 million.

MS. DJURDJEVIC:  The IR isn't clear about that.  It indicates the amount of NRCan funding has decreased to 8 million.  Anyways, I won't belabour that.

MR. SHEPHERD:  May I ask a follow up?

MS. DJURDJEVIC:  You may.

MR. SHEPHERD:  Mr. Brewer, you referred to the PUC Inc. shareholder's agreement requiring city council approval.  Do we have that shareholder's agreement on the record?

MR. BREWER:  I am not sure.

MR. SHEPHERD:  Would you be willing to provide it by way of undertaking?

MR. VELLONE:  For clarity, you're not asking for PUC's Distribution's shareholder's agreement; you're asking for its parent company's shareholder agreement.

MR. SHEPHERD:  Yes, because that is the one that required the city to approve the project.

MR. VELLONE:  Is that in the public domain already, Mr. Brewer?

MR. BREWER:  One second.  It is in a public document already through a city bylaw, so we are happy to make that available.

MS. DJURDJEVIC:  I will make that undertaking JTC1.3. 
UNDERTAKING NO. JTC1.3:  TO PROVIDE THE PARENT COMPANY'S SHAREHOLDER AGREEMENT


MR. SHEPHERD:  Thanks so much.  Sorry for the interruption.

MS. DJURDJEVIC:  Now, looking at the amended project, can you explain when and how PUC brought that to the shareholder?  Let's say, first of all, when and how was it presented first of all to the board of directors of PUC?  We will start with that.  Do we have that information in the application material or the IR responses?

Maybe I can make it a little bit easier.  If you look at attachments 2, 3 and 4 to your IR responses, those 
are -- what are they called? -- minute meetings of the PUC Inc. board of directors.  They discuss the asset purchase agreement with infrastructure energy and some other aspects.

I guess what I am looking for is all document, such as closed session minutes or other record or document that shows when this -- the amended project was brought to the PUC board, presented, and get documents related to that and advise us if it was approved.

MR. VELLONE:  Was it one meeting or were there many?  Did they get a bunch of updates?

MR. BREWER:  The board was regularly updated.  The PUC Inc. board was regularly updated.  The PUC Distribution board was updated.  Some of that would have been in closed sessions, and some of that would have been verbal.  I am just trying to find the records for you because you asked me the question.

MS. DJURDJEVIC:  You're trying to find that now, or do you want to do that by way of an undertaking?

I am simply trying to -- when was the first point in time that the amended project in its current configuration was presented to the PUC board of directors, and a record of that presentation, that meeting.

MR. VELLONE:  I am just not sure it is going to be a single meeting.  My expectation is that the applicant routinely updated their board as they ran the RFP process.  They got responses from -- like if there is a bunch of meeting minutes stacked yea high, is that okay?

MS. DJURDJEVIC:  No.  I mean -- we can produce all of the minutes, but I am looking at -- at some point, there must have been a first time that PUC went to the PUC Inc. board of directors and said we are going to take a different approach and we are going to put out an RFP, and do an amended project.

At what point of time was that brought to the PUC board?  There must be a document.  I doubt that PUC would have proceeded with the amended project without prior board approval.

So at what point of time.  I see the meeting and closed session minutes provided start with January 2020.  Were there monthly minutes or updates before that.  Go all the way back to when was it first presented.

MR. BREWER:  The project itself was being done how it is being done, it is substantially the same.  What was brought to the board was the changes.  So the changes were purchasing the assets from IE, moving forward with financialing through IO, the various components would have been -- and of course the project would have been discussed regularly throughout.

But the project itself remains the same.  I am not sure what it is you are asking me for in terms of all the way along here.

MS. DJURDJEVIC:  I find it quite simple.  At some point in time, a decision was made that we are not going to proceed with IE and infrastructure, and the P3 model.  We are discontinuing the application we have with the OEB.  We are going to take this different approach now.

When did that start happening?  When did you present that to your board of directors and update them.

MR. BREWER:  You will see that on the record when we proposed purchasing the assets.

MS. DJURDJEVIC:  Was that January 2020?  Is this document at attachment 2, is this the first time that we go to the PUC board and talk about the amended project?

MR. BREWER:  No.  The project is talked about at every meeting.  It is just done through a verbal update.  You are asking me for -- I am trying to explain that we would have minuted the significant changes, which would have been the purchase of the IE asset.

MS. DJURDJEVIC:  Can you just provide -- give an undertaking to provide all meeting minutes before January 22, 2020, that pertain to the project and as was presented to the PUC board.  I want monthly -- it says monthly updates, every single month there was updates going back to whenever your application was -- original application was withdrawn.  I wasn't remember the exact date, but I am certain you do.

MR. BREWER:  You are asking me for the PUC Inc. closed minutes.

MR. VELLONE:  Which legal entity?

MS. DJURDJEVIC:  PUC Inc. is the board.

MR. VELLONE:  No, PUC Inc. is the holdco.  PUC Distribution also has a board.

MS. DJURDJEVIC:  PUC Inc. as the shareholder of the board that is going to approve what PUC Distribution does.

MR. BREWER:  It has already been approved for the quantum and for the project.  So I am trying to understand what it is you are looking for.

MS. DJURDJEVIC:  I will repeat it --


MR. VELLONE:  Can I volunteer?

MS. DJURDJEVIC:  When did your shareholder board first approve, so go ahead do this amended project and do an RFP.

MR. VELLONE:  I will volunteer an undertaking.

MS. DJURDJEVIC:  And make a settlement with energy infrastructure.  When did that start happening?

MR. VELLONE:  I am going to try to volunteer an undertaking.

It sounds to me like you are trying to get to the heart of the corporate governance-related approvals related to this project, and has there been updates over a period of time since the original application was filed, and file the necessary evidence that you have talked to your boards about this, that you have given them an update they have seen this amended project before it was applied to the OEB.  

I believe that is a fair request.  I am happy to volunteer an undertaking, if that is where you are trying to go, and we can pull the relevant documentation and file what it is.

MS. DJURDJEVIC:  Thank you.  That will be Undertaking JTC1.4.  Just to clarify, I am asking for minutes of meetings and records predating January 2020, indicating the proposal and the presentations to the PUC Inc. board to pursue the amended project, and any resolutions and approvals that were made by PUC Inc. Board.

That is my understanding of what I am asking for in the undertaking.  Is that acceptable?

MR. VELLONE:  I have no objections.

MS. DJURDJEVIC:  Thank you.  
UNDERTAKING NO. JTC1.4:  FOR MINUTES OF MEETINGS AND RECORDS PREDATING JANUARY 2020, INDICATING THE PROPOSAL AND THE PRESENTATIONS TO THE PUC INC. BOARD TO PURSUE THE AMENDED PROJECT, AND ANY RESOLUTIONS AND APPROVALS THAT WERE MADE BY PUC INC. BOARD.

MR. SHEPHERD:  I have a follow up on that.  There 
is -- it sounds like you are saying, Mr. Brewer, that the various governance levels have never actually approved the project in the form that is currently before the OEB.  That is PUC Distribution board of directors, PUC Inc. board of directors, and city council.

Am I right that none of those organizations have approved what is currently before the OEB?

MR. BREWER:  The approach that the board has taken with me on this is that their approval of the project the way it was, i.e. doing what we were doing in terms of the equipment being installed, the scopes, the various interpretation that we provided at that point is the same as the current project.  The difference is the way it is being financed and the way we are contracting directly with EPC.  Both of those were extensively discussed and those approvals were put in place.

MR. SHEPHERD:  Go ahead.

MR. BREWER:  I think the project has been approved.  What we have done is we changed the way we are financing it.  We have gotten approval for that.  We have changed the way we are contracting it, and we provided the memo to explain on that one.  And as far as the board has been concerned with me is that the project remains approved, because it is the same project that was originally discussed.

MR. SHEPHERD:  Haven't you changed the scope of the project in the sense that now the scope is variable rather than fixed?  And changed the potential number of feeders that are included, the number of pieces of equipment that are included?  I thought there was a lot of changes in the actual technical components of the project, potentially.

MR. BREWER:  I believe the original project also had the -- the scope was variable based on how much DA once we did the initial engineering.  I don't think that has in fact changed.

MR. SHEPHERD:  Your board of directors has never had one time in which the final project was presented to them and they said yes, with all these changes, it's great?

MR. BREWER:  So the board has approved the project and then they approved the changes to the project.

MR. SHEPHERD:  Understood.

MR. BREWER:  It is for them to decide with respect to the governance.  We continually updated and bring it forward to them.  But the changes we have done to the original application have been approved.

MR. SHEPHERD:  Thanks a lot.

MS. DJURDJEVIC:  To follow up on that, these changes to the original application, will those be documented in the meeting minutes or updates that you are going to provide as part of undertaking JTC1.4?  I am assuming it is, but if it is not documented there, then I have to ask if you can produce that.

MR. BREWER:  I think you will find the changes are either on the record or would be provided.

MS. DJURDJEVIC:  Okay.  Thank you.  Still on that same IR response and Staff 10A, you indicated that the amended version of the project was being brought to City Council on January 25, 2021, so less than a month ago.

Can you provide an overview of -- we know what you presented.  That was filed and it was attachment 1.  Can you discuss what -- briefly, what discussions were had with city council and if there's minutes of that meeting or other document or record that shows what was discussed, could you provide that?  Maybe I will start off can you just discuss what -- what the feedback, what the reaction was to your presentation about the amended project.

MR. BREWER:  City council, it was in the open portion, so this was recorded, the questions were recorded.  They were presented, they were live-streamed.  I don't verbatim have them on the top of my head, but I can give you the general theme, if that works.

MS. DJURDJEVIC:  Okay.  Is there a record that that you could provide to us?

MR. BREWER:  There is a record of the meeting posted on the city's website.  So I am not in control of those documents and I can't tell you off the top of my head that every word was captured.  I can tell you there is fulsome minutes and I believe a recording of the video portion.

MS. DJURDJEVIC:  Could you provide us whatever the link is to the website and the link for that?

MR. BREWER:  Yes.

MS. DJURDJEVIC:  Okay.  That is undertaking JTC1.5.  Do you recall were there resolutions that were passed that said to the effect that City Council said okay, we approve this amended project, or anything to that effect?  
UNDERTAKING NO. JTC1.5:  TO PROVIDE A LINK TO THE MEETING ON THE CITY'S WEBSITE


MR. BREWER:  It was structured as an information piece because it is the same project that was being -- that had already been approved.  It is the same things being done.  The difference is on the way it is being financed and so that would be a subsequent approval that City Council would then undertake in terms of how we would structure the financing, and that wouldn't be done until after we the started the -- had approval for the project.

MS. DJURDJEVIC:  Okay.  In terms of the kind of updates and changes that you were reporting to the PUC board of directors, were you doing the same thing with city council?  July 2019 is when city council approved the original project.  Between that time and January 2021, were there --


MR. BREWER:  I am not regularly at council, so that is not something we would regularly update them on.  We'd only bring significant changes, or if we have occasional updates; this was a scheduled that update we did.

As I think you'll see when you go through the minutes, there was three different things we had in terms of updates.  It is not regular thing for us to go into have sort of day-to-day or changes that aren't required to the shareholder agreement approved.  We wouldn't bring those things to council unless the was a requirement.

MS. DJURDJEVIC:  Are you saying that between July 2019 and January 2021, you did not go to city council and provide any updates to the effect we are amending the project, we are amending the financing and the structure.  Is that what you are saying?

MR. BREWER:  I think there was some questions around it at the 2020 annual meeting.  We have an annual meeting obviously with the shareholders PUC Inc. and services.  It was discussed.

I believe it is in our sustainability report.  Not the specific changes, just the project is moving forward.  Our relationship with council requires we would update them on -- if the cap exchanged as an example.  We would update them on significant events that would be covered in that shareholder agreement.  We wouldn't provide them to council –- understanding council is not the shareholder here; PUC Inc. is.  We wouldn't have provided them with anything that we wouldn't have deemed necessary to shareholder agreement.

MR. SHEPHERD:  Can I ask some follow up?  Mr. Brewer, it is often the case in smaller distributors that have a significant impact on their local city that there are -- I don't say this in a pejorative way.  I am saying this in a positive way.  There is a constant flow of information between the PUC or the LDC and the ultimate shareholder, because each is important to the other.  It is informal, but they always know everything important that you are doing.

Is that true in the case of PUC Distribution?  Again, I am not saying this in a negative way; I am saying this in a positive way.

MR. BREWER:  We don't regularly engage with the complete city council, but we do of course have the mayor on our board of Inc. and services.  That is a general conduit that would go back to council in the informal way you have described.

We also previously had another councillor called Christian who was on the board as well.

MR. SHEPHERD:  Is there a city manager as well?

MR. BREWER:  There is a city manager; he is not on our board.

MR. SHEPHERD:  Do you normally talk to that person?  Do you keep them up to date on what is going on?

MR. BREWER:  Certainly throughout COVID, there's been more updates. We probably have an every-other-month call on related things, but it wouldn't be on this sort of item.

MR. SHEPHERD:  Thank you.

MS. DJURDJEVIC:  I will ask my question again.  If it wasn't through sort of formal presentations to city council, what was the format for PUC to update the city council with respect to the progress and changes in the project?  A monthly meeting -- I am trying to get some sense -- the ultimate shareholder is the city.  If something is not paid by ratepayers, it is covered by the shareholder.  I am trying to understand what the --


MR. BREWER:  I think you are on mute again.

MS. DJURDJEVIC:  The curse of mute buttons.

I am trying to get a sense of how the flow of communication went from PUC to the city, because ultimately it is the city that is the shareholder who owns the -- both of the holding company and the distribution business.  But if it wasn't sort of formal monthly updates, you know, was there some other format?  Was it just an e-mail or a briefing memo, or something that says this is what is happening with a relatively large project --


MR. BREWER:  Let me come back to what I had said.  Understand that we went and got approval of the project as required under our shareholder agreement of the project as it is continually -- to state similar scope, no significant changes with respect to what is intended or what the capex is, plus or minus I think about million on the first application to this application.  It has gotten less expensive.

So there is no -- there is nothing to go back to the shareholder for approval of in our shareholder agreement, because the original capex requirement was approved.  We have -- as I mentioned, we have a representative on our Inc. board who is the mayor and the mayor is regularly a part of those discussions, and he would, as he so chose, to bring back information to council if he chose to.

But the relationship we had with council is when there are things that we would require the shareholder approval of, and that would be for Inc. not for Distribution -- then we take it to the shareholder and for approval.  We don't go back to them for small changes that don't affect the original approval.

MS. DJURDJEVIC:  I am cognizant of the time and that we have gone a bit over.  I am -- I have questions related to this, but I hope that some of the documents that are produced in response to the undertakings will help us with that, so I will wrap up there.

And we were scheduled to have a break at 10:35.  I suggest we do that and then move on to SEC's questions.

MR. VELLONE:  What time should be reconvene?

MS. DJURDJEVIC:  It is 10 after.  So 11:10, that gives us 15 minutes.

MR. VELLONE:  I will ask the witnesses quickly.  You guys are okay with that.  Yes.  
--- Recess taken at 10:57 a.m.
--- On resuming at 11:11 a.m..

MS. DJURDJEVIC:  We are all back.  Hopefully.  Are we?  Let's see.  Before we move to SEC's questions, I have a couple of points of clarification.

First of all, if parties are going to touch on anything that has been filed in confidence, I ask that you pause and let us know that that is what you are going to be doing, in which case we will go in camera and the live audio feed will be turned off to make sure we don't inadvertently disclose anything that has been treated as confidential.

A second point just of clarification -- I can't recall which one's witness, but there was a reference to funding from IO which I think is Infrastructure Ontario, but I think you meant NRCan funding.  There is no IO funding related to this project.  Can you confirm that?

MR. BREWER:  We have a financing package, a general financing package for capex through Infrastructure Ontario.  The funding for the program was NRCan.  What I referenced there was the IO piece and not the NRCan piece, in that when we put the structure in place, one of the things we contemplated was this project.

MS. DJURDJEVIC:  Okay.

MR. SHEPHERD:  I having a hard time hearing you.  Have you changed your microphone?

MR. BREWER:  Thanks, Mr. Shepherd, it was tucked underneath.  Appreciate the heads up.

MR. SHEPHERD:  Your Adam's apple doesn't project as well as your mouth?  Thank you.

MR. VELLONE:  Did the court reporter capture that last answer given that was -- Do you want to do that exchange again, Ms. Djurdjevic?

MS. DJURDJEVIC:  There was a reference, I believe by Mr. Brewer, to IO funding, IO being Infrastructure Ontario.  I wanted to clarify whether that was an error and he meant NRCan funding.

MR. BREWER:  My response was while there is NRCan funding, the general financing umbrella that we have is through Infrastructure Ontario.  In terms of financing the project, we would be founding that through IO.

MS. DJURDJEVIC:  We will move on to questions from Mr. Shepherd from SEC.
Examination by Mr. Shepherd:


MR. SHEPHERD:  I have lots of stuff.  Most of it is completely minor, but I have a few major things.

What I am going to do just to give you heads up is I am going to go through IRs and ask questions about them, and then try to get to the bigger picture issues that I listed in my email as I hit IRs that relate to them.

I want to start with SEC No. 1.  We asked you about comparisons of your GS over 50 charges, and you did a comparison of 48 LDCs.  Last I heard, there was more than 40 LDCs and I didn't see North Bay and Thunder Bay in that list.  There are probably others in that that are aren't in that list as well.

Why is the list not complete?  Is that what you could put together in the timeframe?

MR. KASUBECK:  Yes, we used the 2019 distribution rates and they filtered that by service charge and the volumetric charge for general service customer 50 to 5,000, so general service greater than 50.  So that is what I used in compiling this information, and I wasn't aware that North Bay and Thunder Bay weren't included at the time of compiling this information.

MR. SHEPHERD:  There's a bunch of them; Toronto Hydro, for example, and there is a whole bunch of them.  I am just -- it wasn't intentional.  It was accidental.

MR. KASUBECK:  It was accidental, yes.

MR. SHEPHERD:  Thanks a lot.  On the same IR, we asked you to -- we asked you for some GS over 50 bill impacts, and you gave us those impacts, which I appreciate.

If I understand these impacts, and it starts on page 3 of the response, which is page 145 of the interrogatory responses, and as I understand what was happening is -- for example, if you have a GS over 50 customer who is a 100-kilowatt customer -- schools are typically in that range -- then you going to charge them about $850 a year more for their distribution, but they are going to save on volume.  That is the trade off you are offering really to all your customers.  You are going to pay more, but you are going to save on volume.  Right?

MR. BREWER:  That is correct.  In addition, they would get things like reliability Benefits that are quantified there.

MR. SHEPHERD:  To the extent you implement DA, that is true.  If you don't, they won't get it.

MR. BREWER:  I don't think there is any projections that we have in terms of looking at things that would say we are not going to do DA, and I don't think we have indicated we are not going to.  A zero DA situation isn't something we are contemplating.

MR. SHEPHERD:  Okay.  Let me just pause for a second.  I haven't finished the question, so let me just pause for a second.

What do you do if the cost to do the VVO package of stuff is just so high that you don't have any room for DA?  Do you say when you get the engineering estimates, hey, we can't do this?  Or do you come back and say, well, it is going to be more expensive than we thought, but we don't want to give up on the distribution automation?

MR. BREWER:  When we went out for RFP, one of the things we did at the time was we got component pricing, which we would use as then a good estimate that would be indicative of what the project would cost.  So while the up-front engineering will put clarity and more precision to it, it is not going to make like wholesale change that is the -- I think in order for VVO to cost so much that there would be no DA wouldn't be supported by the estimates and the initial work that has been done.

MR. SHEPHERD:  Am I right that in estimating for that 100 kilowatt GS over 50 customer before volume reductions, you are talking about $850 a year more for distribution?  Am I in the ballpark?  It is $10 a month for the fixed and 61.64 for 100 kilowatts variable.  Precision is not required.

MR. KASUBECK:  If you could go to the response in part D there -- a little bit higher.  There is a description of that, exactly what Mr. Shepherd was referencing.  I think you were referencing not using the half-year rule, the fixed ICM rate rider would be the $10.48, and then the variable rate of 0.6164 per kilowatt, that would translate into -- scroll above, Flora -- sorry, the next one down -- the amount you see for the increase for the distribution portion only of 62.11 over the 12 months.

MR. SHEPHERD:  Okay.  I am not sure I understand that.  Remember I asked you the question without the volume reduction.  So you are saying it is $62, but that is with the volume reduction.  Right?

MR. KASUBECK:  No.

MR. SHEPHERD:  It is $72 without the volume reduction.

MR. KASUBECK:  This does present with the volume reduction.  I do not have without the volume reduction.

MR. SHEPHERD:  I am just asking whether I am right that it is about $850 a year.

MR. KASUBECK:  I would have to clarify that.

MR. SHEPHERD:  I will ask you to accept it, subject to check.

MR. VELLONE:  Could we do an undertaking, so we can do the math and confirm it for real?

MR. SHEPHERD:  If you want.  Sure.

MR. VELLONE:  I will see if I can get them subject to check.  Tyler, in this excerpt that we are looking at for the 100-kilowatt customer, I am reading the ICM fixed rider is 1051.  That is a monthly charge, and the ICM variable is $60.  That is a monthly charge.  Is that right?

MR. KASUBECK:  Correct, that 1051 is actually 1048 now.  I do see a --


MR. VELLONE:  If you add those together, you get $70.50.

MR. SHEPHERD:  No, you actually get –1048 plus 6164 is 7212 times 12 months.

MR. VELLONE:  Do you want to just do that math quickly, Tyler?

MR. KASUBECK:  That would be correct.

MR. SHEPHERD:  Awesome.  Am I right in understanding that -- I may not be right on this, I am just asking -- that not all customers will get the same volume improvements?  It will be different for different customers, depending on where they are in the system, depending on the nature of their volume requirements, et cetera.  Is that right?

MR. BELL:  Generally, the energy savings will be specific to the customer's load patterns, load use that kind of thing.  It won't be exact.

MR. SHEPHERD:  I understand it won't be exact, but -- the host just muted me.  I don't know why.  I am also getting a bunch of cross talk.

MR. KASUBECK:  We are getting feedback, too.

MS. SANASIE:  I am trying to figure out where the noise is coming from.

MR. VELLONE:  Patrick is not muted.

MS. SANASIE:  I just muted him.  Sorry about that.

MR. SHEPHERD:  Kevin, I understand that not every customer is going to be exactly the 2.7, or whatever it is that you end up as your average.  But it is true, isn't it, that actually the variations can be quite substantial.  You can have some customers that get no load reductions -- sorry, no usage reductions, no volumetric reductions at all.  And some that get big ones because of the nature of their load pattern.  Is that right?

MR. BELL:  I guess in theory, the full spectrum is there, I guess.

MR. SHEPHERD:  All customers in a class will pay the extra annual charge.

MR. BELL:  The potential for our customer to achieve sort of a zero benefit, but I think unless it was a very unique kind of specialty, I can't imagine occurring.  There are certainly an element of common load types that almost any customer would have.

Every customer will receive some savings.  I can't conceive of an example where the combined loads of any customer would have a zero outcome.

MR. SHEPHERD:  Hydro Ottawa did a pilot project on something similar, right?

MR. BELL:  Yes, they presented at it EDIS I think in January.

MR. SHEPHERD:  Did they talk about the range of impacts on the volumetric component of customers' bills?  My understanding it is one of the things they studied.

MR. BELL:  I don't recall them commenting on it.  They may have.  I have watched the video of the presentation, but I know there was discussion on voltage variability, but I don't recall if they did customer energy savings variability, although I guess the voltage would be a partial pseudo for that.

MR. SHEPHERD:  I am not an engineer, so if my question is stupid, you are not allowed to laugh.  Is it right that there are certain applications, certain types of loads that are more sensitive to voltage variations and can't accept them, they have to adjust them?  Is that right?

MR. BELL:  Again, if you had a specialty application with a very tight voltage requirement, potentially I guess in a sensitive lab environment although they tend to -- if that is required, they tend to operate through something like a UPS so they do their own voltage conditioning if they are that sensitive.  Otherwise, I think all customers in general, the equipment is designed to operate within the CSA limits.

MR. SHEPHERD:  That was exactly my question.  If you have somebody like a lab, or somebody like a data centre that has very strict narrow voltage requirements, they then modulate -- is that right term, they modulate their load, their voltage through a UPS?  And so they don't get the volume reduction because whatever you are delivering, they have to adjust it anyway.  Is that right?

MR. BELL:  No.  They still basically -- the power measured I guess at the meter point that is supplying the UPS would still be less.  I mean they are doing their own control because they want a tighter band, if that is a fundamental requirement of this equipment.  Generally equipment is built with tolerance to handle CSA.  So honestly, personally I am not aware of a type of equipment that they require that level of accuracy for voltage.  Usually they are more worried about outages, I guess.

MR. SHEPHERD:  Do you have any customers that are very voltage sensitive?

MR. BELL:  I guess not to my knowledge.  It is not something that we are aware of.  We don't have voltage control in our system now.  So it goes where it goes from the range of CSA limits, and we are not getting a lot of complaints.  That is the pseudo of it.

MR. SHEPHERD:  Thanks.  Now I am moving to SEC 3.  I will actually go faster as time goes on because I get tired.

One of things -- SEC 3 talks about how this is going to change your organization.  It is a major -- the project is a major change in your system.  Right?

MR. BELL:  Yes, we see this as a significant step change in our system operation.

MR. SHEPHERD:  I am right, am I not, that in some respects, the city is a bit proud of taking a leadership role in this and showing they can sort of be ahead of some other electricity systems.  I am not saying that in a bad sense.  I am saying that is a good thing.

MR. BELL:  I think that is fair to say.

MR. SHEPHERD:  One of the things we asked is, well, how is this going to change your operational and your organizational structure by having these major changes in your physical structure.  You said, well, we don't know yet.  Your answer was we don't know yet.  When we see the engineering, we will have a better sense.  Is that fair?

MR. BELL:  I think that is partly true.  I think there is some things that we did comment on that we have relative confidence of the changes required, certainly in the operations aspect definitely.  And then the -- I think the -- when you mentioned organizational changes, that becomes a little longer term change because it is going to get more into business process in terms of how we best use the new technology and maybe responsibilities shift around.  I think those are the type of unknowns that as we work out what the impact is to the business process organizationally, that is the -- always become alternatives in any organization design you could do it this way, you could do it that way.  I think those are the some of the things we will flesh out through the design.  Part of it I think is going to be the election of the technology and where the right skill sets belong and how we can maintain those skill sets.

MR. SHEPHERD:  See, I agree with everything you said.  I see in your application that you are saying you need a couple more people with specialized skills to basically take advantage of this technology.  I understand that.  That is correct.  Right?  You are going to need a couple more people?

MR. BELL:  We see some needs in a couple specific areas for sure.

MR. SHEPHERD:  What I didn't see is:  And by the way, we are going to save a whole pile of money because we will have less truck rolls, and because we going to have less customer care staff explaining stuff to people because everything is going to run more smoothly.

You are not there yet.  You think that is going to happen, but you don't know yet.

MR. BELL:  The forecasting of that I guess becomes more difficult.  The truck rolls I think is one we took a run at to try to estimate what kind of savings were there.  I think that was part of the operational savings we anticipate.  The support -- one of the questions that often comes up is the customer care side and sometimes often more information increases the questions you get as we make more available, more visible.

So it is hard to predict what the -- many customers like self serve.  We seem to have a lot of them that would like to talk to somebody.  It will be balance, like it always is.

MR. SHEPHERD:  We talked earlier about distribution automation and one of the benefits of that is improved reliability, which means less problems with customers.  They have better reliability, you have less phone calls.  Right?

MR. BELL:  That is true.  But I guess if we look at the experience of the past year, anybody in the COVID environment, we know that we have many more customer requirements.  So our customer care staff have actually been over burdened, some would say, in terms offend trying to manage all the things going on.

MR. SHEPHERD:  That is all the Zoom calls?  Right.  No that wasn't a question.

Where I was going with this was I would have thought that this is the sort of project -- it is basically transformational.  It could turn your LDC from a sort of a run of the mill, somewhat rural but somewhat urban small LDC into pretty modern.  I would have thought that is something you would have proposed to your regulator in the context of a DSP that considered the components of it, considered what it would mean to your system.

And I don't understand why it is being proposed as an DCM rather than a DSP.

MR. BELL:  I believe part of our challenge right now with the DSP aspect and what we have seen to date is a lot of legacy infrastructure that will have to be addressed.  At the same time, we are seeing the early emergence of what DRs might impact utilities in terms of distributed energy resources requirement.  The control platform the distributors of LDCs are going to need is going to have to become more sophisticated.  

We would like to be there sooner than later so we are prepared and we can actually facilitate change with customers' needs.

MR. SHEPHERD:  This is about anticipating the problem rather than reacting to it.

MR. BELL:  In part.  But it is also I think knowing we have so much legacy equipment to deal with in the next 10 to 15 years.  We want to start having the platform to plug in smatter stuff.  So we don't continue to use a dumb switch.  We want a smart switch.  There is that evolution of assets.  

And in the long run being able to monitor, control, facilitate connection, is all going to help with reliability and quality for customers.  I don't know -- I mean I have watched where DR penetration many of us have like California it is hugely impactive on the utility because they get into problems.  They don't have there control system before the equipment arrives.  And voltage control is really difficult, if you get a lot of PV and a lot of electric vehicles.


So we want to be there.  We want to anticipate and we want to we ready, and we want to grow our system as we change legacy assets, which is the biggest part of the DSP is dealing with legacy assets right now.  That is still in our future and we have to find our way through that.  We know that.  But we want to basically make sure it is building a platform for the future.

MR. SHEPHERD:  I'm really sort of on your side on this, even though I am not an engineer and I don't want the next fanciest thing.  But I am concerned that PUC Distribution adding 30 percent to your rate base is basically a green light to everybody else in the province, all the other LDCs saying hey, want to add 30 percent to our rate base too, and have the ratepayers pay for it.  

Why are you in a different position than they are?  Because you agree that customers can't accept that.  We just can't accept the 30 percent increase in distribution rates, even if there is long term benefits.  We would tear our hair out.  

But maybe there is something, some value in PUC Distribution doing it that is not the case when next year we have Alectra coming in saying hey, we want to do that too, it's a billion dollars.

MR. BREWER:  I think if you were to do a comparison against what we are proposing versus anybody else at this point, they wouldn't have access to 25 percent funding.  In the absence of the 25 percent funding it is not neutral.  

I think what we have done here is we have gotten creative with marrying the project a funding avenue.  The end result is that we don't see the short- or long-term impact on the customer.  We are able to get them some immediate savings and continued savings.  And in fact from SEC 12, which I am sure we will get to at some point, you will see it a very significant savings as modeled.  

So I don't see the green light going anywhere else because I'm not sure they can replicate what we have been able to do here.

That being said, somebody does need to do it first.  And if you do it first with a funding avenue and can get an agreement, which I'm sure we're very amenable to in terms of providing all kinds of data and learning lessons and all the rest of it, what an incredible way to do that for our ratepayers and for a model for everybody else.

MR. SHEPHERD:  Presumably it is of value to your community, too, because this sort of leadership is a message that your city council can -- I don't say this in a bad way -- market to companies and things like that.  Right?


MR. BREWER:  There is a certainly a local pride with respect to the utility, and since this project was announced I have received hundreds of phone calls from all over the city, from everybody, and I haven't had one that said this is a bad idea.  Everybody is -- you know what, based on what the presentations had shown we think this is a real a good thing for the city.  This is really good thing for Sault Ste. Marie and they take a lot of pride.


So to answer your question, I think the city is very much in favour of it.

MR. SHEPHERD:  Has the city given any indication that it's willing to take any of the financial risk on this?


MR. BREWER:  No, they have not, other than clearly we have a very substantial financial risk in terms of the amount of money that has been spent on this project to date that remains at risk if this project isn't approved.

MR. SHEPHERD:  True.  True.  True.  Okay.  I am going to move to SEC 8.  This is sort of about -- this is about due diligence.  And when I used to do venture capital deals back in my least fun past, one of the things we would always do is check why hasn't anybody else done this.  It is a question you always ask.  If you want to do something and it looks new and exciting, you always and why didn't anyone else do it.  Sometimes the reason is they are not as smart as you are, and sometimes the reason is all the right things didn't come to into place.  But sometimes there is a good reason and that is why you always do the investigation.

So we asked you, why did other distributors reject this kind of project you want to go ahead with it.  I take it you don't know.  Is that right?

MR. BELL:  I guess the decision of other distributors to not do something doesn't I guess tend to be something we can find access to information on.  The research, the literature reviews are out there primarily looking at these projects that are maturing and happening.  To say why somebody didn't do something, I don't know how you source that.  

At the same time the smart grid concept has been evolving and developing for at least the last 10 years.  The pilots that many utilities have been doing and we've talked about in other places are becoming now decisions to advance.  There's a number of utilities that are now starting to roll out because they are proving they are successful.  The technology, the equipment we are look at proposing to use, others much larger than PUC have made much larger financial decisions to proceed and they are going ahead.  And we shared some of those.

MR. SHEPHERD:  Actually I don't actually have the reference right here, but you did share them but most of them decided not to go ahead.  That is why we asked the question, is that if people aren't moving ahead -- now, it may just be because utilities are inherently conservative and don't want to take risk.  I get that.  

But here is the context, Kevin, and maybe you will see where I am coming from.  I represent schools.  One of the things the schools do is they have lots of common issues, just as LDCs do, right?  They are constantly talking to each other about why they did this and why they didn't do this, and sharing that information so that they all don't have to reinvent the wheel each time something is presented to them.  Don't you have the same sort of access to information from other LDCs about why they are not doing this or why they are considering it?


MR. BELL:  I think I will let Rob talk about this, because I know he has had a number of conversations with the executives of other utilities.

MR. BREWER:  Fair enough.  I think there is an appetite from everybody to move this, their grids forward.  I think what we all stare at is processes like this, where you have to go in and describe why such a large expenditure makes a lot of sense for your customers in the long term.  And in most don't benefit from the federal government contribute 25 percent of the project.  And so in the absence of that, they see a very significant or potential increase for customers and that is a pretty scary prospect for all of us.  

I think what we are all trying to do is make energy, given what is going on in the environment, as cost-effective as possible.  

So I think we've got these trade-offs.  And what we have been able to do with this project in leveraging the financing that we have, the funding that we have from NRCan, is to get it to where the average customer isn't going to see a finally negative impact.  In fact, they are going to see a positive.  I think at that point this becomes an easier decision.  I think sharing that scenario with other executives, they come to the same decision point we have.

MR. SHEPHERD:  I appreciate that.  I want to turn to SEC 9.  I am looking at 9C, which is on the third page of the response.  One of things we are concerned about is you talked about incremental costs and benefits associated with this project.  We are looking at, well, what are the other things that might come up?  And one of them is measurement and reporting.  That is going to cost you money.  And that is not in any of your budgets.  Right?

MR. BELL:  Sorry.  Some of those costs are in there.  I think it is partly how we anticipate a lot of the measurement and reporting coming from.


Currently right now, our operations group, mainly our system operators do a lot of data collection, a lot of reporting.  That is one of the areas we identified that basically we would be adding resources to for that.

Part of that broad set of duties that comes with an operator will be reporting, and a lot of this reporting is going to come out of the smart grid system technology.  It is not somebody sitting in some room somewhere writing reports.  It will be live hands-on people that understand the system, collect the data and automate the reports.

I mean, it is an investment to design it well, but the ongoing reporting of posting data and sharing data does not become a significant ongoing cost, other than it is part of somebody's regular duty.  That is how we look at most of that measurement reporting.  There is part of this may become part of regulatory reporting for us all.  It might improve how we currently collect all these data, which is a challenge to do all of the outage reporting we have to do.  So we might save time with some of those systems with better technology and better reporting systems.

There is going to be some push-pull in here, but certainly we know there is a lot of data and we wants to improve its usability.  Our commitment is to share it widely, including through the federal level with NRCan, but also in other venues.  So that is the general idea about is there going to be a new reporting analyst, somebody sitting there doing this every day as part of their regular routine of operating the system.

MR. SHEPHERD:  I wasn't really just concerned about measurement and reporting.  What I am concerned about is sometime soon, you are going to file a rebasing application.  What I am concerned with is that after the ICM is approved and the project is being implemented, you come in and say, well, there's all these other costs.  Now Susie has got to do some more measurements and she can't do these other things.  So we have to hire a person for this job, et cetera, and there will be a bunch of additional things that are not costed in.

Are you confident that when you do a rebasing --


MR. BREWER:  Let me do it.

MR. SHEPHERD:  -- the net cost to the customer is not going to increase, other than what you have said already?

MR. BREWER:  We are confident that the forecasting that we have done would be the sort of the net add.  We think on an ongoing basis, we are probably going to move resources around.  We may see some savings in other places, we may see some additional costs.  But in terms of what we have put together, we have certainly put a lot of time in to making sure we thought that is what where it was going to go.

MR. SHEPHERD:  I take it, Mr. Brewer, that both your parent company and more to the point the city are going to be unhappy if there is a bunch of additional costs built in and suddenly rates are going up, because they will get phone calls, right?

MR. BREWER:  They will get phone calls and I will certainly get a lot of phone calls.  It is not our 
intent -- I think one of the things that certainly has been well communicated to me from the board and the city's perspective is that energy needs to be affordable.  I think one of the advantages to municipally owned LDCs is that message can be put across quickly.

MR. SHEPHERD:  It is more immediate because they are your neighbours.

MR. BREWER:  They are my boss.

MR. SHEPHERD:  That, too.  I am going to SEC 11.  I am not actually sneaking up on SEC 12, but SEC 11 has an important issue in it.  You have not included in the ICM calculation the impacts of accelerated CCA.  Right?

MR. KASUBECK:  That is correct.

MR. SHEPHERD:  That would be a substantial impact.  It adds an additional shelter that is quite a rot of money.

MR. KASUBECK:  Correct.

MR. SHEPHERD:  Do we have the number here somewhere?  Is it in here?

MR. KASUBECK:  I don't believe it was provided in any of the responses.

MR. SHEPHERD:  Do you know what the range is?

MR. KASUBECK:  We have done a rough calculation and it was in the range of about $600,000.

MR. SHEPHERD:  Who is talking, by the way?  I can't see your picture.

MR. KASUBECK:  It is Tyler, the regulatory financial analyst.

MR. SHEPHERD:  Thank you, Tyler.  We could actually save more than a million over the next -- ratepayers could save more than a million over the next couple of years just by implementing accelerated CCA right away.  Right?

MR. KASUBECK:  Depending on the treatment of that CCA, that could be a possibility.

MR. SHEPHERD:  Okay.  I am looking at the second page of the response and this is a chart.  The thing that struck me is that the grossed-up taxes, even in the normal circumstances, the grossed-up taxes on the ICM are not full because CCA generally is accelerated.  Right?  You have a special accelerated now, but CCAs generally gives you deductions faster than your normal depreciation.  Right?

MR. FAUGHT:  That is true.

MR. SHEPHERD:  Because it is declining balance, you have higher deductions in the early years and lower deductions in the later years.  Right?

MR. FAUGHT:  As compared to depreciation?

MR. SHEPHERD:  Yes.

MR. FAUGHT:  Right.

MR. SHEPHERD:  That tends to shelter your taxable income in the early years of new capital assets?

MR. FAUGHT:  Correct.

MR. SHEPHERD:  That full year impact of 2,070,000 that you see on page 2, incremental revenue requirement, that is not actually what it is going to end up being in the fullness of time, right, because as the CCA goes down, the tax cost will go up relative to that same -- that same rate base.  So rate base goes down, therefore the cost of debt and the cost of equity go down, but they go down quite slowly.  But the tax cost goes up on that equity.  Right?

MR. FAUGHT:  I think that would be true in the general sense.  In the context of this application, we are really talking about the impacts that are going to occur for the years 2022, and we will rebase in 2023, which will reset bills complete for the utility.

MR. SHEPHERD:  Basically, the customers get that 2.70 for five years.  That is their cost for 5 years because it is a rebasing application.  After that, you come back and now you don't have the CCA shelter any more, so it is 2.7 million?  You modelled that, right?  You know how much it costs?

MR. FAUGHT:  My apologize.  I am not sure where you are referencing the numbers from.

MR. SHEPHERD:  Your point was it wasn't a specific number --


MR. FAUGHT:  I see.

MR. SHEPHERD:  I used to be a tax lawyer.

MR. FAUGHT:  Theoretically, you are talk about numbers.  Okay.  Generally are I think that is true.

MR. SHEPHERD:  The saving grace to that, if I understand the thrust of your application, is while it is true that the cost will sort of go up for a while before it comes back down, it is also true that the savings will mature over time and you will have more and more savings as you fully implement the project and you get more used to it, and you are able to use its capabilities better.  Is that right?

MR. BREWER:  I think it is modeled in SEC 12, but the gist of it is that as the cost of power goes up, the savings increases.  That is one aspect, right.  And yet it is a relatively fixed price in 2022 dollars in terms of what the cost is.  The cost in effect is relatively level.  The savings goes up over time.

Now, depreciation will come down, taxes will come up.  I think you would have to do some work to figure out exactly how that fit.

But clearly over time, savings increases quite significantly.  So I think in terms of whether it is a saving grace or not, I am not sure.  I think it provides significant additional benefit over time.  I don't think it captures the addition in the PILs.

MR. SHEPHERD:  Basically the increasing cost of power is essence central to this project.  On behalf of your customers, you are buying a bit of an insurance policy against that increasing cost of power by reducing the volumes they need to buy.

MR. BREWER:  That may be one way of looking at it.  I think what we are saying is at today's dollar, it works.  As to projected tomorrow's dollar, it is even better.  I don't think it is -- that we need it to do that.  I think what we are saying is that as it is projected to do that, the benefit to the customer becomes even more significant.

MR. SHEPHERD:  Okay.  Okay.  My next question is in SEC 16.  I don't have any questions on SEC 12; it was actually quite thorough.

But SEC 16 talks about the total cost of AVL, and what is included in it.  I guess my simple question is:  Are there no other costs -- internal costs for example -- that are involved in this that we haven't seen in the application?  In the contract price and in your application and the other things you have set out, is that everything?

MR. BELL:  That is everything that we have isn't that estimated.  We tried to do this as a full project cost estimate.

MR. SHEPHERD:  You don't think anything else is going to rear its ugly head?  These things can happen, but you're not anticipating anything else will happen?

MR. BELL:  We are not anticipating some catastrophe,  but certainly not relating to the project.  That's not to say other things unrelated to the project may impact the utility.  In terms of our estimate, in terms of what we think we need to do and accomplish, it is sort of captured in our estimate.

MR. SHEPHERD:  I am looking at SEC 19 now.  Basically here is our concern is that you are having an affiliate do a bunch of the work that's included in the contract.  It is like 5 million or something.

MR. BELL:  That is included in the project estimate, not included in the contract price.

MR. SHEPHERD:  I thought the contractor was subcontracting to PUC services.

MR. BELL:  Only specifically for what we're calling  make ready, like the line work.  We have line construction work that gets into our union agreement.  It is our line work make ready.  The only way we could capture the full warranty in the project was to be a sub to the EPC contract.

MR. SHEPHERD:  All right.  I am right, am I not, that somewhere in here you have got an estimate of like 5 million going to -- there is 4.7 million going to as your internal costs, and some of it going to PUC services.  Right?  It is from SEC 25.

MR. BELL:  Again, PUC Distribution has no employees.  In the element of acting as the owner's project management and engineering team, which is PUC services, that is the estimate for that column, I guess, the 4.5 or 6.

MR. SHEPHERD:  PUC services.  None of it is going 
to -- like you not charging some of your time or Mr. Brewer's time to this project.

MR. BELL:  Our time would be part of the project management overhead, which is in that element, I guess, of that column.

MR. SHEPHERD:  That would be billed --


MR. BELL:  It is part of the 33 million project.  So again, it is -- Mark may be able to describe this better.  But how our financial systems work is we work on a project order.  So it is a time element captured for the project.

MR. SHEPHERD:  But those are amounts billed by PUC services to the general contractor.

MR. BELL:  No, no.  They would be to PUC Distribution.

MR. SHEPHERD:  So they are not part of the 27.8?  
     MR. BELL:  The 27.8 is the full EPC contract.

     MR. SHEPHERD:  Yes.

     MR. BELL:  That includes an element of subcontracted line work.  So there’s the make ready work with the line department, primarily for poles and framing realistically.

     MR. SHEPHERD:  That is that 710,000?

     MR. BELL:  The 710,000?  That would be labour and equipment as a subcontractor, so it’s in the 27.  The balance is basically the internal project cost in PUC Distribution's project that PUC services is executing, which is really the project management and engineering oversight of the EPC contract.

     MR. SHEPHERD:  These are all people that are already

employed by PUC Distribution.  Right?

     MR. BELL:  Some of them are expected to be, and some of them we anticipate will require either backfilling for individuals seconded to the project, or hiring of individuals to execute the work.

     MR. VELLONE:  Sorry, I will hope in quickly.  My

understanding is PUC Distribution is a virtual utility.  There are no staff.  They contract everything out to PUC Services and the employees you are referencing are employed by PUC services, and that is why you are seeing the presentation of the information in this way.

     MR. SHEPHERD:  Okay.  Regular day-to-day operations are also contracted outlet to PUC services, right?  You can't just nod.

     MR. FAUGHT:  That is correct.

     MR. VELLONE:  I also can't give evidence, I think.

     MR. SHEPHERD:  Whether the people are employed by PUC

services or PUC Distribution doesn't matter in the context of this particular question.  That is if these people aren't incremental, why are we paying extra money for them?  Why are they part of the cost of this project if you already have them in your revenue requirement and we are already paying for them in our rates?

     MR. BREWER:  Just to understand the way our structure would work, just as an example if you take say a manager like Kevin, a manager like myself, roughly 45 per cent of the cost of me gets allocated to the distribution company, and roughly a similar amount gets allocated to the water utility.  The remaining portion gets allocated to the services company, because the services company itself does work for other municipalities.

In the case of this particular project, I may actually be spending -- if it was myself, although this isn't a large portion for myself, but I may spend more time on distribution work relative to the water utility.

The water -- I may spend 55 per cent of my work.  When I do my time sheet, it might have 45 per cent my regular day-to-day work and it might have 10 per cent of my time being spent on smart grid, which would then going to the capital project.  And it would mean there was less time I was spending on the water utility or the services entity.

I think the main larger component to that is that there will be project adds, significant project adds in terms of people in order to get this project done in the timeframe we are required to get it under.  There will be engineering support, there will be backfilling of people who are currently employees and we are reporting on that.

I think we are pretty confident that we are being reasonable in terms of the way we have come up

with the numbers there and-- yeah.

     MR. SHEPHERD:  How are you going to -- obviously in your rebasing application in a couple of years, right, the board is going to be looking at what you spent on this project, because you are going to want to put it in the rate base.

How are you going to demonstrate this 4.6 million of costs was incremental and wasn't already stuff that was being paid for by the ratepayers?

Let me clarify -- and by the way, you are still on mute.

You gave an example where instead of spending 45 per cent on the distribution company, you spend 55 per cent it and basically comes out of the water utility, which I understand.  But it could also come out of the distribution utility's regular operating budget, which we are

already paying for.

     MR. BREWER:  Which is why we -- so every hour of our time is accounted for in a time sheet as to which area it is being spend on and what it is doing.  That is the back up for that.  Again I think that is relatively small component.

Some of the things that are in the piece from us would be things like the pre-engineering studies that were purchased.  Roughly 1 million went to the engineering studies that we purchased from IE.  That is the

Navigant and the Leidos studies.  So there is a number of things that go into that.  Those are not all wages.  There are substantial portions that are wages, and to deliver a project like this in this timeframe properly and safely requires some oversight.

     MR. SHEPHERD:  Do you have or can you provide a baseline of this -- this SEC 25 breakdown here, which is very helpful by the way.  Can you flesh out what you just describe, that is that there will be some that is actually out of pockets.  There will be some that is existing people and there is some that is backfill.

So that for the existing people, because the backfill obviously is incremental and paying Mr. Vellone is obviously incremental.  But in the middle, you have all those existing people where they are just going to reallocate some of their time.  As much as I

feel sorry for the water utility guys if you don't have time for them, that is not my problem.  My problem is what if you are taking that out of the regular PUC Distribution budget.

So if you can break down that middle area and so us what the baseline is and what the increment is, so we can test it later, that would be helpful.

Can you to that?  You have estimates, so presumably

you have done some sort of analysis like that already.

     MR. BREWER:  In terms of trying to wrap this up in terms of what it is you like us to do, I am wondering if you give me a bit more clarity.  That was a fairly long point I think you just made.

Specifically, if I understand it, you would like us to show you how much of people who are currently within the utility would be spending time on this project.  Is that the --

     MR. SHEPHERD:  I would like you to give us -- to give the board a baseline for the existing employees that are included in this budget, this 4.6 million, the existing employees, how much is in -- what percentage of their time is already included in rates, and what is the increment you have added here in this budget and where did it come from.

     MR. VELLONE:  I understand what is being asked.

     MR. SHEPHERD:  Not by me.

     MR. VELLONE:  I understand what is being asked.

     MR. BREWER:  I don't think there is any issue about

understanding some of the current employees will be back-filled.  It may not be specific to the project.  It may get put from the utility on to the project and we may hire someone in the utility on a temporary basis.  There will be some push and pull there, but we can bring that information.

     MS. DJURDEVIC:  That will be Undertaking JTC1.6.

UNDERTAKING NO. JTC1.6:  TO PROVIDE THE BOARD WITH A BASELINE FO THE EXISTING EMPLOYEES INCCLUDED IN THIS BUDGET OF 4.6 MILLION, THE EXISTING EMPLOYEES, WHAT PERCENTAGE OF THEIR TIME IS ALREADY INCLUDED IN RATES, AND WHAT IS THE INCREMENT YOU HAVE ADDED HERE IN THIS BUDGET AND WHERE DID IT COME FROM

     MR. SHEPHERD:  Thank you.

     MR. BELL:  Is that an after the project is done as opposed to undertaking?  I am trying to determine -- it is an estimate.  Okay.

     MR. SHEPHERD:  It is how you got to the 4.6 million of

estimates because then later on your rebasing application we will have a reference point and we will be able to go pack and say, hey, now we see your new budget, so how does that relate to what this said.

My next question is on -- I am crossing over things that have already been asked or that we have already explored.

     MR. VELLONE:  Quick time check, Mr. Shepherd.  How are you doing?

     MR. SHEPHERD:  Not more than 30 minutes, I don't think.

     MR. VELLONE:  Are the witnesses okay to plough ahead?  It is past 12:00.  I see nodding.  Everyone else?

     MR. KASUBECK:  We are okay with that.

     MR. VELLONE:  Hearing no objection.

     MR. SHEPHERD:  Just having so much fun.  I just went through that pile.  They have all been answered already.  One of the things I was concerned with is you only had two bids on this project.  Right?

     MR. BELL:  That is right.  There was just the two bids

received.

     MR. SHEPHERD:  Were they in a similar range?  Or was the winning bid way better than the others?

     MR. BELL:  The winning bid was quite a bit better than the second bid.

     MR. SHEPHERD:  Does that concern you, that you don't have a reference -- you don't have sort of a competitive reference point?

     MR. BELL:  We also had the reference point of the work done by IE, so it wasn't like we were starting from zero.  At the end of the day, basically it did come in better than the IE project estimate.  So that was another quality check that we had in terms of the value or the accuracy or quality of the estimate.

     MR. SHEPHERD:  Okay.  Now I am going to VECC 5.  Without going into all the minutia of this, I just have two questions on it.

First, initially there was going to be a water component of this, right?  In the Leidos design, there was a water component, right?

     MR. BELL:  In the Leidos preliminary design work, they

included I guess a recommendation that there would be potentially some benefits to the water in a process billing or metering aspect, I believe.

     MR. SHEPHERD:  It says "implement water meters at skill to ease BP change --

     MR. BELL:  I found the reference.  They did indicate that the advantage we are having with the AMI meter reads could be leveraged to continue to improve the water side.


So they talked about accelerating that.  I think it was an observation of the engineering team.  It was never something that we basically quantified in the contract or in the process of the design.

The water utility certainly is -- has been interested in AMI metering.  But to date, they haven't got a full business case to implement everywhere yet.  I think it was an observation of the Leidos design team, but it was never something we put in any cost estimates.

MR. SHEPHERD:  Where I am going with that is in parallel with what you are doing, the water utility isn't also doing some component of AMI or some other project related to this project.  Is that right?

MR. BELL:  In terms of AMI, I think they are reviewing their business case to see whether it makes sense.  They haven't made a decision yet.  If it did materialize, the cost would predominantly basically be in the actual metering side that we required.  The process change would be something, if they decide they are going to do it, we would be integrating process changes with them.  But that project would be at their cost, I guess, if they make that decision.

MR. SHEPHERD:  You have assumed the business process changes associated with AMI are entirely your cost, even though those same people that are -- that implement those business processes actually do water work as well.  Right?

MR. BELL:  Much like other projects, if we do projects with shared benefit or shared cost, then that would be part of the financial cost allocation of the project.

MR. SHEPHERD:  If the water utility were to proceed with AMI in parallel with what you are doing, then presumably that would reduce your costs associated with business process changes.

MR. BELL:  I wouldn't want to presume that, but it has the potential for that.  It would have to do with basically the billing system processes in terms of how the AMI data is handled, that kind of thing, and whether we get a volume discount on our hosted data provider, those are all sort of unknowns.

MR. SHEPHERD:  The subtext of the question I am asking is the water utility isn't get to get a free ride on your project.

MR. BELL:  No.  We do everything we can do to not offer free riders.  I guess the people are smatter then they get that.

MR. SHEPHERD:  The other question I had on this one was in the Navigant report, No. 3, I think it is in the Navigant report No. 3, there was a suggestion you would have to upgrade some distribution substations in order to proceed with this project.

And you are saying, I think, today that you are not upgrading -- in any distribution system upgrades are on a separate track, they are not part of this project and they are not required for this project.  Is that right?

MR. BELL:  I don't believe the Navigant report indicated what would have to be done.  They commented on the proposed design at the time, which included the large substation renewal program which was the upgraded stations, which we have ruled out, I guess basically because of the cost impact of that versus value.

So we have dialed back the station work to really look on a case-by-case basis, specifically to voltage control.  Right now the project is assuming an additive voltage regulator type control to stations. as opposed to rebuilding the stations to a smart -- to a transformer that includes low tap changes, that kind of thing.

Generally our system doesn't have low tap changing, live low tap changing our DS stations with the one exception, I guess, is the current project under construction at sub 60.

MR. SHEPHERD:  What I am concerned with -- and I am going to ask you to confirm this -- we are not going to see in the DSP file on your rebasing that you need to do a bunch of station upgrades separate from this project because of this project?

MR. BELL:  That is correct.  The DSP will look at the existing stations on their condition and their need.  We are actually hoping that the smart grid project with the feeder switching capability and voltage monitoring may allow a long term plan to look different in terms of number of stations.  But that will come out of the long term DSP and asset management planning.

In the short term -- there is nothing in this project that is going to drive other stations that's not costed in this project.

MR. SHEPHERD:  Okay.  Are you not concerned that your -- that your existing system -- basically, you implementing -- you have called it a smart grid project, but it is a type of grid modernization, right?

MR. BELL:  Yes, it is part of our grid modernization.

MR. SHEPHERD:  Are you not concerned that some parts of your current infrastructure are simply not up to the task of this higher level of expectations of the grid?

MR. BELL:  Actually, no, no.  The components that we are upgrading will manage that operation.  The performance of the existing assets is not anticipated to be negatively impacted by that.  If anything, it should be positively impacted with less stress on transformers.

We believe, I guess, it is adding more value than potential risk in terms of exists components.

MR. SHEPHERD:  Do you anticipate that your expected useful lives of some assets will be longer?

MR. BELL:  The challenge with that question I guess is we are already pushing expected lives of many assets.  We are past many criteria for aging equipment.  We are hoping it reduces the potential for their failure before we can get around to replacing them, I hope.

MR. SHEPHERD:  I wasn't -- I should have been clearer.  I wasn't talking about allowing you to stretch your already elderly assets even further.  I know you are doing that.

I was asking a different question, and that is when you put in the new asset, when you are looking at how long you think it is going to last, do you think this system is going to cause you to assume that assets in general will actually last longer?

MR. BELL:  In a general context, yes.

MR. SHEPHERD:  Yes.

MR. BELL:  The technology, the reports, the references that are out there, we are basically going to have less stress on our system existing assets by having tighter control, so they see less variation.

MR. SHEPHERD:  Okay.

MR. BELL:  It is a long term guess in terms of whether these assets were perform better in 40 years.  A lot of the reports and studies out there believe there is long term benefit to stations.

I can certainly see in a transformer, which is an easy example.  It is a pretty straight forward life calculation in terms of how much power you're putting through it and will be reducing the power demand on transformers, so they should last longer.

MR. SHEPHERD:  (Inaudible), isn't it?

MR. BELL:  It is part of life cycle costing for transformer assets.

MR. SHEPHERD:  Okay.  That leads me back to your DSP.  You're working on a distribution system plan right now presumably for your rebasing, or soon you are going to be working on it, right?

MR. BELL:  Yes, that is right.

MR. SHEPHERD:  I am trying to understand how you are going to reflect the impact of this project on that DSP because at the time you are doing that DSP, you won't know the results of this project.  You will only have your forecast.

I am trying to understand how you fold it into your actual planning for on-the-ground. this is what we are going to do tomorrow.  This is what this crew is going out to do.

MR. BELL:  I believe generally in our system, our DSP -- sort of our next 5-year plan is the drivers for that program are not going to be substantially changed by this project.  The one possible exception would be a long term station need, but the short term -- by short term, I am talking the next 5 year DSP is much like our last one, and is going to be dominated by the existing asset aging condition.

So we are already working from an asset deficit in a sense in a life cycle.  So the benefit to this program is longer term than our DSP.

MR. SHEPHERD:  Okay.  It sounds like you are saying the benefits of this project are not within that 5 year timeframe.  But I am quite sure that is not what you are saying, is it?

MR. BELL:  In the sense of DSP which is capital assets, our largest capital assets tend to be stations.  They tend to be things like poles.  The condition of the pole is more a function of age.  The smart grid isn't going to help us with the age of poles that require replacing.  Our pole testing program will drive those.

We are already dealing with transformer and station assets that are 65 plus years old.  We know we have to look at renewing those in our next DSP.  So this program isn't going to have a large impact on our current DSP plan.

MR. SHEPHERD:  That leads me to the last question associated with the DSP, and that is you would -- normally if you have a major capital asset -- capital expenditure you try to -- it is inherently lumpy.  You have got to spend it all at once like this.  You would try to reduce your regular annual capital spending so that your ratepayers don't get all the hit at once.  You ameliorate it a bit through reducing your normal capital spending.

I take it what you are saying is we would like to be able to do that, but we just can't because we are dealing with critical assets right now and we can't reduce what we are spending on them.

MR. BELL:  That is what we are facing.  Basically our asset condition assessments are telling us that we need to address them.  The smart grid assets are mainly new assets, so they are not like we are replacing the existing assets we are relying on.  We don't really see them as being substantially improving the capital needs in the next 5-year DSP.

MR. SHEPHERD:  I wasn't thinking so much of that.  That obviously would be nice.  I was asking a different question, and that is that normally if you have a big expenditure, you will stretch the rest of your budget.  You will defer things -- everything you possibly can, so that your ratepayers don't get as much of a hit from the big project.  I am hearing what you say and you can't do that.

MR. BELL:  It is also we are looking at this project as not having that big hit.  This capital project isn't going to have that same impact on customer rates that our regular capital renewal program would have, because we don't have offsetting benefits from that capital program.

MR. SHEPHERD:  All right.  My last area of questions relates to you have acquired the assets -- you have acquired basically the preliminary work from IE, right?

MR. BELL:  Yes.

MR. SHEPHERD:  You own it outright.  They don't have any additional rights.

MR. BELL:  That is right.  It is a full -- there are rights to use.  They are all our rights to use, I guess.

MR. SHEPHERD:  You also can exploit all that information, too, right?  You can basically sell that information to other people?

MR. BELL:  If that is what was valued, I guess.  We have exploited it in being able to develop the RFP and provide the information out to those who wanted to bid on the project as the basis of getting the price accuracy that we are after, in terms of the equipment we wanted to use.  We definitely relied on that assets.

I don't know if there is something of value you could sell.  I hadn't really thought about that question.

MR. SHEPHERD:  No.  The reason I ask this is because you're proposing to the Board that you are going to take a leadership role in modernizing the grid of a medium-sized LDC.  It is something that around Ontario at least -- indeed, mostly around North America, nobody else is going to be able to show they did it.

And so that gives you information, and information has value.  You are not restricted on whether you can use that information, that valuable information profitably, right?

MR. BELL:  To the extent of whatever is required under the existing system code rules and those kinds of things, I guess that is true.

MR. SHEPHERD:  The price you paid for those assets, which is basically the engineering studies and all the preliminary work that sort of stuff, the price you paid for it is basically -- it doesn't say it in the contract, but I am guessing this is the case.  It looks like it.  You basically paid a fixed price equal to roughly what it costs to produce it.  And an additional price depending on success of your project that is approximately the same amount again.  It is like a success fee for the people who took the risk at the beginning.  Am I in the right ballpark?

MR. BREWER:  No.  The entire price, so the million price is less than the current value of the reports.  So I think when we added up the invoicing and labouring on those reports, it was about 750,000 U.S. in 2013, 2014, 2015.

When you do the conversion into Canadian dollars and you bring it up to 2020 dollars, it is in the 1.4 million range.  The deal we made was for less than that.  And we had only given half up front and we would give them half if the deal was successful, or the application was successful.

MR. SHEPHERD:  Basically you are only covering half the cost if it turns out -- if it doesn't all work out.

MR. BREWER:  Less than half, yes.

MR. SHEPHERD:  Well, mazel tov.  Let me just check my list here and see if I missed anything, but I think that is everything.  That is everything.  Thank you.

MS. DJURDJEVIC:  We are scheduled to have a lunch break around now and I would suggest we do that and come back in an hour, and then VECC will be up for questioning.  Does that sound good?

MR. VELLONE:  Reconvene at 1:30.

MS. DJURDJEVIC:  Yes.  See everyone back at 1:30. 
--- Luncheon recess taken at 12:33 p.m..  
--- On resuming at 1:29 p.m.

MS. DJURDJEVIC:  Welcome back, everyone.  I think everyone is back.  Jay Shepherd will be stepping out and will just read the transcript afterwards.

According to our schedule, the next order of questioning is by VECC, and VECC asking CCC's questions.  Shelley, can clarify whether you are doing questions on behalf of both VECC and CCC, or just one?

MS. GRICE:  Sure.  Thank you.  I believe Ms. Girvan is on the call.  And we have chatted, but we thought since I was at the session all morning and know what questions have already been asked, I have been able to reduce the number of question from CCC.  We thought it made the most sense if I just proceeded and asked CCC's question, and then I will ask questions on behalf of VECC.

MS. GIRVAN:  Sorry I couldn't attend this morning.  But Shelley is going to go on my behalf.  Thanks.

MR. VELLONE:  We have a court reporter taking notes.  I know how to check this in a real technical conference.  I don't know how to do it on Zoom.

[Off-the-record discussion]


MR. VELLONE:  I wanted to make sure you came back to the computer.

MR. KEENAN:  We are here.

MS. DJURDJEVIC:  We are ready to go with you, Shelley.
Examination by Ms. Grice:


MS. GRICE:  Our first question is CCC 2.  In this interrogatory, CCC asked that you provide all the materials that have been presented to PUC's board of directors regarding the initial application.  In the response, it referred to OEB Staff 10 and in that interrogatory, you provided a presentation at attachment No. 1 with a few slides that went to city council.

This issue was discussed this morning and there was reference made to looking up minutes from the city council meeting.  But I just wanted to make sure we have an understanding of the outcome of that meeting.  Can you confirm the outcome and if there were any action items that came out of this presentation to city council?

MR. BREWER:  It was presented to city council as a information note, an information update, and there was feedback from counsel about how important they thought the project was, and that we were just positive basically.  But there wasn't anything asked by council and they had already passed the original project.

MS. GRICE:  So no follow-up action items, nothing further from city council?

MR. BREWER:  No.

MS. GRICE:  Thank you.  Within the presentation on the second slide, it says there are results in interest savings.  Is that then the difference between the P3 application -- the P3 contract and the EPC contract?  Is that what you meant by resulting in savings?

MR. BREWER:  The financing costs through us doing it directly versus doing it through IE were different, so there is a savings resulting from that.

MS. GRICE:  Thank you.  Next question CCC 13; on the second page, there is a comparison between the original application and revised application with respect to costing.  And it says in the interrogatory response it says the response to this question do not reflect the most up-to-date CWIP rate.

MR. VELLONE:  Shelley, I am not seeing it on CCC 13.

MS. GRICE:  CCC 3, I am sorry.  Those are the tables that are comparing the original to the amended application cost.  But in the response, it says that the information mentioned in the response does not reflect the most up to date CWIP rates.

Can you just explain what you mean by that?  And then is there another way we should be looking at this information that does include the most up to date CWIP rates?  I want to make sure I understand what this is telling us.

MR. KASUBECK:  There was an update in the rates in the fall of last year, which caused the work in progress that went into the to capital to decrease.  The amount was by approximately 52,000.  So there is a slight difference in the total project cost by that change in the CWIP rates.

MS. GRICE:  The project estimate of 33,007,038 is effectively 52,000 less?

MR. KASUBECK:  I would have to confirm that, but yes.

MS. GRICE:  Could you confirm that so when we are writing our submissions, we are using the right numbers?

MR. KASUBECK:  Yes.

MS. GRICE:  Thank you.

MS. DJURDJEVIC:  That will be undertaking JTC1.7. 
UNDERTAKINNG NO. JTC1.7:  TO CONFIRM THE CHANGE IN TOTAL PROJECT COST AS AFFECTED BY THE CHANG IN THE CWIP RATES.


MS. GRICE:  CCC No. 4, and this question was asking about the RFPs and -- sorry.  I am sorry, I missed a question on CCC 3.  May we go back, please?  My apologies.

Just had a question on the numbers that are provided in these two tables.  There are some significant changes.  Poles and contingency have significantly increased.  Can you just speak to the drivers for those two increases?

MR. BELL:  Specifically on the line item for poles, in a review of the field locations, our engineering staff recommended including additional quantities because of the uplift locations of some of the sites.  So the original assumption of 90, they actually did a drive by and they suggested that we needed to add some additional poles in those locations.

What was the other one you were looking for?

MS. GRICE:  Contingency, because in the original application, it looks like you didn't have a contingency, at least as a separate line item.  And then in the revised application, you have additional scope and contingency amounts put in for the VVM and the DA.

Can you just explain the difference there?

MR. BELL:  The main difference was trying to break it out from the prior number, because of some of the questions around contingency.  So we tried to pull out the identifiable contingency in the revised project estimate, so ---

MS. GRICE:  Sorry.  I will let you finish.

MR. BELL:  It was just that they were bundled into the relative sections of the previous estimate the way we had laid out the spreadsheet.  But in this one, we broke it out given some of the prior questions on that.

MS. GIRVAN:  It is Ms. Girvan here, sorry.  Under the poles, I see that we went from 90 to 120 and I see the differential there.  What is the 12.45 million?

MR. BELL:  It is a subtotal.

MS. GIRVAN:  Of the amounts above it?

MR. BELL:  Yes.

MS. GRICE:  Just on those contingency amounts, so you pulled them out in the revised application, but did the value of them significantly change?

MR. BELL:  In the overall context, I guess, of what we were able to identify as contingency, the value was reduced in -- the main change I think was in the AMI portion, where we felt it was already in our engineering estimates per se.  There wasn't really a line item calculated contingency, so that is the one sort of difference there wasn't a contingency in that one.

In the prior application, I think the contingency was an allocation so that was -- it shifted where it was.

MS. GRICE:  When you say allocation, you mean like a percentage allocation?

MR. BELL:  Yes, in terms of allocating the contingencies across the VVM and the DA.

MS. GRICE:  Then where it says additional scope and you have attached that in the contingency line, what is that referring to?

MR. BELL:  That would be PUC's estimate of the known field conditions for some of our substations.  So we have got a constrained exits on a couple stations that are adjacent to railway right-of-way.  And the way the EPC contractor priced it, it is without field review.  They were basically pricing on a unit cost basis.

So we felt that there would be -- it is really a contingency or it is scope cost that PUC staff recommended internally, given the cost of getting out of those stations on the adjacent railway right-of-way.

MS. GRICE:  It is correctly relate today the need for the contingencies?

MR. BELL:  Yes.  We added some contingency basically based on the unit pricing out of the EPC contractor; we added known conditions from engineering staff.

MS. GRICE:  Okay.  Thank you.  CCC 4, and in this interrogatory, there is a discussion regarding about how the RFP was made available.

You mention here that the original contractor, IE, did not submit a bid, Infrastructure Energy.  Is there anything you can share there with respect to why they wouldn't have submitted a bid for this work when they were involved from the outset?

MR. BREWER:  IE had -- in their original proposal was subtracting Black & Beach to be the EPC, IE being the project manager.  Given the fact we were going to directly contract with the EPC or an EPC if they inserted themselves they would be uncompetitive was their sort of frame of mind.

MS. GRICE:  Thank you.  CCC 7; I just want to verify so this question is asking for -- asking how the final capital contribution from NRCan will be determined.  And in the response, you refer to the project cost and you say that ahead of it, the information mentioned in the response do not reflect the most up to date CWIP rate.

Is this for the same reason that you are mentioning the amounts and it is reflective back to what we already discussed in CCC 3?  Or is this something else that needs clarification?

MR. KASUBECK:  It is the same.

MS. GRICE:  Thank you.  In this interrogatory, the latest in-service date is December 31, 2020, and that is discussed around the need for the project to be completed by March 31, 2023.

We had a discussion today around some of the dates not lining up right now in terms of when you may receive board approval, and it is possible that it could be April or May.  I believe in another interrogatory, you talk about this project lasting 20 to 21 months.

If the project has a delayed start date, there is a real possibility that the in-service date could push into 2023.  Can you just -- the implications if the project in fact doesn't go into service until early 2023.

MR. BELL:  I think the main clarification is the project elements will come in service on sort of a station by station basis.  So they will start going into service throughout late '21 and into '22.

The final commissioning which is going to be part of the verification of the savings, those types of things, would be the elements that may slip in terms of the EPC project schedule.

But the construction I think reliably will be completed basically by the in-service date.  So we'll have a substantial in-service live system.  It will be the close out items and verification that may extend into early '23.  That again is dependent upon delays with approval, which is basically the start date, and any other unforeseen things.

The discussions with the EPC contractor certainly looked at a lot more parallel activity than the original concept.  So we think there is some room on the 20-month construction schedule, but that is still the one that is provided as part of the initial contract and will be firmed up in engineering.

MS. GRICE:  Okay.  In terms of the ICM and the rate riders, you wouldn't see the need for any change as a result of a delayed --


MR. BELL:  I guess the anticipation is that most of the capital expenditures, the equipment will be installed, it will be live.  So we believe that December 31 date is accurate.  That is certainly our target.

To actually, I think -- based on an April start, it was early November.  But in terms of how that capitalization goes, I think once it is live and in service it sort of the criteria that I use anecdotally from engineering project perspective is basically it goes into capital, and then the final commissioning and measurement and proof of stuff is really not a capital addition, although it is part of the project definitely.

MS. GRICE:  Thank you.

MS. VLAHOS: Can I ask a follow up question?  Sorry to interrupt.  Is there a possibility that there would be some kind of cost that would go past the March 31, 2023, eligibility date for the NRCan funding?  For example, given the case schedule goes into April, so for purposes of this question let's assume April approval.  If that is the decision, that would take us to January 2023.  So construction projects realize delays for various reasons --


MR. BELL:  I mean the schedule is a project schedule that is projected out a number of months.  The March 31 date is also incentivized for the EPC contractor.  It is a part of their performance guarantees.  They have got an incentive to meet that date.  We have got protection past that date because that is the date where spending eligibility ends for NRCan.

MS. VLAHOS:  Would you think that the kind of protection that is built into the EPC contract for delays would be kind of -- would be commensurate with the project cost that may be incurred after the May 31 deadline?

MR. BELL:  I am not anticipating any costs past that deadline.  I anticipate the project will be in service in '22.

MS. VLAHOS:  Understood.  Thank you.

MS. GRICE:  Just one last question.  Is there any contingency in the schedule with respect to this project?

MR. BELL:  There is nothing in the schedule that identifies a contingency.  So I guess that would be dependent on the EPC contractor's view of the level of schedule provided.

So there isn't a nominal contingency in it.  It may be throughout their project plan, but not specifically pointed out.

MS. GRICE:  Thank you.  CCC No. 8, please.  This question asks about correspondence between NRCan and PUC and it asks for a list of agreements and forms.  You provide all of the information that you have provided related to the NRCan funding.  But correspondence was not issued here and reading the response, you are trusting this is sufficient information to inform the OEB about the NRCan program.

I am not asking for every single piece of correspondence, but is there anything, any recent correspondence from NRCan with PUC that you could put on the record?

MR. BELL:  I believe we filed the most recent correspondence with NRCan.  It was an email related to the contribution agreement revision.  There has been no additional correspondence since that date.

We have had team meeting conversations on status periodically, but no direct correspondence other than the last stuff on the contribution agreement.  And the most recent thing was basically just advising NRCan of the Procedural Order No. 7 when that came out.

MS. GRICE:  Okay.  Thank you.  CCC No. 9; in this question, the cost of the Navigant reports and how these costs are being recovered was asked.  And the response referred to staff 34B.  If we can just go to Staff 34B, please.

And in staff 34B, you say that the Navigant reports are included as part of the million dollars plus in engineering costs for the project.  And CCC just had a couple of questions in terms of why it seems reasonable that ratepayers should have to pay for these costs when they were the occurred back in 2014 and 2015, way before this project ever came before the energy board.  Just an understanding of why you think that is appropriate.

MR. BELL:  Basically, I think the financial analysis and financial studies formed sort of the preliminary work required to advance the project.  Part of the preliminary engineering work that Leidos did was evaluated by Navigant, validating their engineering work.  So it was all related to the preliminary engineering, which we believe is eligible for the project.

MS. GRICE:  What about Navigant's review of the business case?  How does that qualify as engineering costs?

MR. BELL:  It was the same interpretation.  It was part of the analysis of the engineering work, and part of the engineering work is justifying the rate application to go forward and the rate treatment to understand how the project would be presented, which I guess ultimately is called the business case in terms of the cost versus revenue side.  I guess our belief is that it is all related and part of that process.

MS. GRICE:  Is there anywhere where there is a breakdown of the 1,023,695?

MR. BELL:  I think I will refer that question to Mr. Brewer.  I think it was negotiations.  I don't know how well it was broken down.

MR. BREWER:  There was a number of costs incurred by IE, which was the original purchaser of these reports.  They supplied us with the back up for that, and the total third party costs were about 1.4 million, when you translate it to 2020 dollars.

They also did about $200,000 worth of work in support of the NRCan application.  There is about 1.6 million worth of work that was done.  In the process of the negotiation, we negotiated 1.023 rate for compensation.  There is not a dollar for dollar correlation to it, because we were looking to see -- obviously we want to negotiate the best price possible for ratepayers.

MS. GRICE:  Okay.  Thank you.  CCC-12, please.  I am just getting the IRs in front of me.  I can see it better on the screen.  Sorry about that.

In CCC-12, the question refers to the no net bill increase criteria and in the response, it says:

"PUC Distribution's objections for the project remain the same and no net bill impact for our residential customers have not changed."

When you say on average, are you saying then some customers will have a bill increase?  Is that what you are saying when you say on average?

MR. BREWER:  I got this.  The challenge when you have a fixed cost distribution charge for residential is that some customers on the low very low consumption range don't use enough energy to achieve the savings to pay for the small increase on the fixed cost.  When you are -- you have got a variable savings and you are got a fixed cost charge, then there is -- there is going to be some on each end of that spectrum.

There is a small portions of customers -- I think we had 360 give or take kilowatt hours in a month where the break even was.  You will see below that there would be a slight increase and above that, which is roughly 85 to 90 percent of our customers, would see a net bill improvement.

MS. GRICE:  That 15 percent is related to the small portion of that 360 hour customer?

MR. BREWER:  Yeah, on the other side of -- if you look at the consumption below the break even point, then 
those -- they would see a small increase.

One of things that isn't factored into that -- and this came out of that Hydro Ottawa study is there is also some savings with respect to the peak.  We will see some RTSR savings that will come out of this project as well that are not factored in.  And so there will be some benefit that comes to those -- to all those customers in addition to what we put in this as part of the application.

MS. GRICE:  Okay.  I just want some assistance.  I have been going through the evidence and I just want to find out the right tables that we should be looking at when we are looking at residential rates and bill increases as a result of this project.

I notice in some interrogatories, there were questions around doing the bill impact analysis with the benefit savings included, so things like the capital cost savings, the operating budget savings.

Can you just help me out?  What bill impact table is PUC sort of using to support the application that tells the story of what the on average bill impact, net bill impacts are for residential customers?



MR. KASUBECK:  If I could ask some clarification on -- if you would like me to direct you to in terms of the ICM in the half year revenue requirement.  Different tables have different portions questions and that is why the tables vary from one to the next.

MS. GRICE:  I think we want the full year.

MR. KASUBECK:  The full year?  Okay.  Just one minute.

MS. GRICE:  Yes, please.

MR. KASUBECK:  If you go to Staff 37, in the preamble it shows the bill impacts as presented.  And then in question B, it asks for a further update to that assuming an inflationary increase in addition to this ICM application.

MS. GRICE:  Okay.  This looks like it tells more or less the full story, right?  It's got with savings and without savings?

MR. KASUBECK:  Yes.

MS. GRICE:  And then it also has the inflationary increase in the second table?

MR. KASUBECK:  It does have the inflationary increase in the second table, but only on the cost side.  The cost will be going up on May 1st through on IRM.  But as energy costs increase, the savings side will increase as well.  It is sort of a snapshot in time.

MS. GRICE:  Okay.  Thank you.  The only thing -- yes, okay.  Sorry.  I was just going to say the 367 kilowatt hour customer, it is in that table.  That is great.  Thank you.

CCC 16, please.  This interrogatory asked in No. 2 if the scope of work was reduced as set out in the contract, how would this impact the proposed benefits.

It refers to 17B, so if we can please go to Staff 17B.  The response in 17B essentially says that if the scope of the project were to change, it would be reasonable to conclude the anticipated benefits of the project would change as well.

So residential customers then, in terms of all of the benefits you have put forward, if the scope changes, how will this impact all of those benefits?

Then the second part of the question is:  How can residential customers be assured that there will be no net bill increases.

MR. BREWER:  If the scope of the project changes, then what we have indicated is that the portion of the project that would be scaled down or potentially scaled up is the DA portion, the distribution automation portion, which relates to the reliability increase, but doesn't have a financial impact on the bill.

So as the scope of DA goes up or down, it wouldn't impact the bill, the costs and the no net bill increase commitment we have to the customer.

MS. GRICE:  You surveyed your customers.  You ask them -- you told them there was going do be significantly increased reliability as a result of this project.  And as a result of that, I think it was that close to 79 percent said they were inclined to support it.

So if that changes and that benefit is not realized for those customers, then that is significantly altering the premise of the project, based on what you went out and told your customers.

MR. BREWER:  We don't think we what told them is incorrect, and I will tell you why.  There is a very transformative increase in reliability that is projected.  If that was to be scaled down by 20 percent, it is still very large increase to reliability.  That isn't at risk.  We are not contemplating this or seeing this as potentially going to zero increase to reliability.  We are seeing this as significant regardless.

MS. GRICE:  Customers, can they be assured there will be no net bill increase?

MR. BREWER:  That is what we is have committed to in terms of the way we structured the EPC contract, so there is penalties for them not seeing the energy savings.  We have seen that in terms of the way we have tried to put a fixed price to the EPC contact, so you can see all the work that has been done at this point to try to make sure that we have got cost certainty to this, and some certainty to the results as well, the results being their savings.

MS. GRICE:  Okay.  Thank you.  CCC 18; this is a question regarding the allocation of benefits to the different rate classes, and the response references SEC 13.  In SEC 13, the response is that you can't at this point -- you not allocating reliability benefits across rate classes.

But can you just speak to -- how do we know?  How can we be assured that residential customers are going to be seeing these benefits?

MR. BREWER:  The benefits being the reliability benefits, or the benefits being the financial bill savings?

MS. GRICE:  The reliability benefits.

MR. BREWER:  Right.  I think what we have indicated is there is significant savings that occurs -- significant improvements to reliability that occur as a result of the technology that is stalled in the system.  That technology will be installed basically as much as we can within that budget, but it is forecast to be a very significant amount.

So that would be based on feeders, not on being done for a commercial or a residential customer.  It is entire feeder that would benefit, so they wouldn't discriminate based on customer class.

MS. GRICE:  Those feeders serve the residential customers.  So just based on that connection, that is what you are basing the reliability benefits reaching residential customers?

MR. BREWER:  The feeders that would have distribution automation on them would have a net benefit to reliability.  There might be a number of rate classes that exist on the same feeder.  That is my point is that the feeder would benefit regardless of what rate class.

MS. GRICE:  Okay.  CCC 20; in this interrogatory, IE provided SAIFI, SAIDI, and CAIDI for the years 2010 to 2019.  In 2019, the values are significantly higher than other years, so that is an outlier year.

Can you just quickly let us know what the driver for that was?

MR. BREWER:  There was a significant ice storm around Christmas time.  There was also a couple of significant traffic accidents that resulted in some extended outages.

MS. GRICE:  Do you have 2020 data available that you could provide for SAIFI and SAIDI and CAIDI?

MR. BELL:  It is in another table.

MR. KASUBECK:  We don't have 2020 at this time.

MS. GRICE:  Thank you.

MR. VELLONE:  Mr. Bell, your microphone is still on.

MS. GRICE:  CCC 26, please.  In this interrogatory, CCC asked you to confirm there will be an annual amount recovered from residential customers of $514,438.  How long will this continue?  In other words, for how many years will you be recovering this amount?

MR. KASUBECK:  We will be rebasing in 2023, which is our next cost of service application.  So the amount that we will be recovering will change based on that rebasing application.

MS. GRICE:  For now, this is just the 2022 amount?

MR. KASUBECK:  Correct.

MS. GRICE:  Thank you.  Okay and the last question from CCC is Staff 7.  And in this IR, the discussion is around COVID-19 and that PUC has not made any adjustment to reflect COVID-19.  Just with respect to that, if there was loss loans, bankruptcies, plant closings, job losses, et cetera, could any of these factors impact the economics of the smart grid project?  Does that potential exist?

MR. BREWER:  The economics of the project -- so the cost of delivering the project would remain the same.  It is fixed through Black & Veatch.  Is that the question you are asking?

MS. GRICE:  Well, there is that.  And then there is the benefits, too.  The cost you are saying would stay the same.  Would it change any of the benefits?

MR. BREWER:  The individual customers would see the same benefit.  If our number of customers went up or down, then it would change the load, the total benefit when you accumulate it.  But the individual customer benefit wouldn't change.

MS. GRICE:  How would change in load impact the economics of the project?

MR. BREWER:  I think what your question is is that for the long term, if the load went down, I guess as the project would rebase, it would use -- it would take the LDC's costs across a smaller boat, so potentially a smaller number of customers.  There is that potential.

But here with respect to COVID, we really haven't seen any major change.  We have seen a shift from commercial to residential.  But in terms of load and for revenue, there has been a substantial change that's related to COVID.

MS. GRICE:  Ms. Girvan, is there anything else you want to ask?

MS. GIRVAN:  No, I am fine, thank you.

MS. GRICE:  Okay.  I just -- I don't have many left.  I just have a few questions on behalf of VECC.

I just want to start off with the DSP, which is at attachment no. 5, if we can please go to pages 49 and 50.

What I want to do is I am trying to look at what was said in your DSP which covers the years 2018 to 2022, I believe, and it was prepared in March of 2018.  I just want to look at some of the things around smart grid in the context of this project.  Just bear with me, sorry.

If we look at the bottom of page 49, it says  -- it shows the strategic goals in the table above, which is what PUC is focusing on.  Below it, it says:
"To achieve these strategic goals, the key objectives on which the asset management plan is based have been ranked on a scale 1 to 5.  For further clarity, objectives ranked as 1 have been classified as having the lowest priority for investment, while those given a ranking of 5 are classified as having the highest priority."


So we see here you've got some high-ranking priorities.  The second one is showing investment plans are cost effective, et cetera.

When we turn over the page and we look at the lower ranking projects, you have got facilitating the smart grid development and you give that a ranking No. 2.  You say: 
"Because there are no pending applications for connecting renewable generation, a lower ranking for investments into smart grid development and facilitating renewable connections has no significant adverse impact."

I just want to go to just two more references before I ask my questions, so can we please next go to page 97?  In the paragraph under 4.1.6, impact of customer engagement, if you go halfway through that first paragraph, it says: 
"Customer surveys also indicated sensitivities towards rising electricity prices and indicated preference to lower electricity rates.  Of those customers willing to accept additional cost, the highest preference was towards replacement of aging equipment to maintain or improve reliability, and lower preference to smart grid features allowing customers opportunities to manage their electricity use."

Then last one, page 23, please.  At the top of page 23, it says:  
"To make the distribution grid more friendly to distributed generation and to provide customers greater access and control on their energy usage, PUC Distribution is also implementing affordable initiatives for smart grid development in a phased manner to improve the stability and reliability of renewable generation connections and to meet customers' future needs.  All the of the customers have been equipped with smart meters as the assets in existing distribution stations reach the end of their service life during rebuilding of the distribution stations, modern automated switching and SCADA controlling devices are incorporated in the design."


Just based on those three references, the first one is ranking smart grid as a low priority.  The second one is saying customers also didn't put a lot of preference towards smart grid development.  And this reference says that you are going to do affordable initiatives in a phased manner.

Given all that and given the timing of this DSP and that it was done in 2018, I just want -- why wasn't this project, why wasn't it front and centre of this DSP?

Part of the customer consultation that you did in preparing this DSP -- I am just a little confused about this sitting right beside the smart grid project.  It doesn't seem to incorporate it in a meaningful way.  Can you help me out with that?

MR. BREWER:  Let me walk you through a few of the considerations.

The first one was -- the reason it wasn't included in the DSP, and I believe we answered it in the interrogatory, one of the IRs, but it's not in my fingers here, but it was pre-being awarded NRCan funding.

If we had gone ahead with a large scale project like we are, it would have resulted in a bill increase.  We are very sensitive that.  So the approach absent NRCan funding would have been to do it over a long phased-in period, which would have resulted in incremental increases as we did that, spread out the increases in effect.

By doing the project the way we are over a two-year period, we are able to leverage the NRCan funding and by doing in addition with VVO and not just DA, it gives the customers the energy savings at the same time.

I think that was before -- I think there is an IR related to this, but that was before the awarding of the NRCan funding.  So tat changed the landscape a little bit.

I think if you flip back to the priorities -- Flora, if you are on there, if you could flip to the priorities.

MS. HO:  Was that page 40 -- here it is.

MR. BREWER:  Yes.  Okay.  Ensuring investment plans are cost effective.  So the addition of the NRCan funding make this market investment cost effective.

Providing value to customers; we were able to provide increased reliability at no cost, so a significant value.

Plans are aligning with corporate goals.  It is an innovative approach we are trying to use in bundling all these things.

So I think addition of the NRCan funding really changed the landscape on the ranking of the project by allowing it to meet a number of other goals at the same time.

MS. GRICE:  Absent that funding, PUC would have had a phased-in approach for smart grid?

MR. BREWER:  Absent that, we would not have undertaken a large project like this and put the cost on the ratepayers over a one or two year period.  We would have extended it significantly.

MS. GRICE:  Thank you.  VECC 2, please.  In VECC 2, we basically just asked that you confirm that the scope of work is the same and the coverage is the same between the original ICM application and this application.  You confirm that in this IR, correct?

MR. BREWER:  Correct.

MS. GRICE:  Okay.  And then if we can just go to attachment no. 4, please, I am just trying to understand the scope.  I just need to ask a couple of clarifying questions.

In this note -- and this is a note on May 13, 2020, that is going to the three boards, PUC Services Inc. PUC Inc., and PUC Distribution Inc.  If you go down to the fourth paragraph, in the middle of the paragraph it says:
"The project's scope expanded as compared to the original ICM application assumption to ensure we have pricing estimated for 100 percent system coverage for both voltage optimization and feeder distribution optimization."

So this references an expanding scope.  Can just help me out, like help me out with those two things?  What is the memo referring to?

MR. BELL:  I can take that one.  The main difference from the original application is the engineering behind the basis of the estimate that we worked with Leidos did not have 100 percent coverage.  In this application, the scope of work in the RFP to the EPC contractor clearly delineated it was all of the feeders.

So I think the main aspect of it is this -- the scope of the EPC contract now specifically speaks to 100 percent of the feeder for design and the original application was based on -- I think it was 64 percent of design that Leidos did.  So that was sort of where that difference changed.

I probably could have worded it better, but that was the main difference in the two.

MS. GRICE:  I understand, so can we just -- just so I fully understand this, can we go to VECC 20, please.  In the preamble of the question, it says that the -- it looks like the coverage for DA and VVM is 84 and 68.

MR. BELL:  Okay.

MS. GRICE:  Now it is 100/100.

MR. BELL:  In the design -- the preamble of the design, that was a dig difference, yes.

MS. GRICE:  The pricing on the original smart grid application, was it based on 100/100?  Did that happen -- I guess what I am getting at is when did this situation change where you were doing full coverage.  Was your original cost estimate based on 84/68, or was it based on the 100 -- was it based on all feeders as well?

MR. BELL:  The pricing was based on all in both instances.  The difference primarily would be in the level of accuracy and contingency that we were working from that ratio design set with the 84 and 68.  The design work of Leidos did not look at the full system.  The EPC RFP did.

MS. GRICE:  Okay.  That is helpful.  Thank you.  Can we just go back to that memo, attachment number 4.  I just want to clarification on just another portion of this memo.

So in the very last paragraph it says -- on the first page, it says: 
"Options are being developed to provide OEB input to the value decision of reliability through DA and cost benefits.  Reduction and scope of feeder coverage to those that the most reliability benefit may result."

What are you referring to here?

MR. BELL:  The original proponent for the project, which would have been IE, had proposals developed that reliability should be part of the economic benefit calculation.  So part of this was re-exploring whether that made sense.  We determined that we weren't going to bring reliability into the benefit discussion in the sense of the board's -- our board remained committed to the no net bill target, and we were not going to use reliability as part of that benefit evaluation.  It was more in addition to.

So the focus was the sensitivity on the customer bill.  That was sort of the exploration of whether we should be proposing in our application a value for reliability.  In the end, we didn't use Navigant's value as a recommendation to compare to the bill, I guess.

It is there as a benefit to the project, but not tied to the bill calculation.

MS. GRICE:  Okay.  Thank you.  What you just said actually I think is really going to help me on my next questions.  I didn't fully understand what you did with that reliability benefit until what you just said.  Okay.  Just bear with me.

I gave a reference to BLG.  If we can just get up on the screen, please, it is -- there it is.  Okay.

So this is from the original application.  You have got a benefit there for reliability of 2.55 million.

MR. VELLONE:  For the benefit of the transcript, Shelley, you might want to give the full reference so the panel could track along if they wanted to.

MS. GRICE:  Of course.  It is from EB-2018-0219.  That is PUC's ICM application, page 11 of 65.  I see that benefit there of 2.55 million.  Then if we go to the current application, the benefit amount has been amended to 2.017 million.  I just had trouble understanding, A, why it went down when what I thought there was a change in the coverage between the two applications.

Now you are saying it is the same, but the reliability benefit is decreased.  And can you just explain?  It sounds like you looked at it a different way versus the first application and Navigant's role, and then what you came up with in the current application.  Can you just help me with that?

MR. BELL:  Yes.  The 2.550 number of the original application came out of a document we had as part of the IE work with Navigant.  I was unable to reproduce it mathematically, I guess.

So what I did is I went back to the base information from the Navigant report, where they refer to the MPV values, and tried to provide and in one of the interrogatories -- forgive me, I don't remember which 
one -- basically tried to provide an NVP calculation I could stand behind rather than just referencing a number, and that is where the two million number came from.

It is also I think maybe overly conservative is just how I approached it.  

I did not value monetarily the value expected from the large customers on our 34-and-a-half KV system that aren't part of EVO, but they will be part of DA.  Some of them are significant benefits in reliability I think, and are going to come from the automation of our sub-transmission network where those customers are connected.

So the original number to this number, I couldn't calculate from a bottom-up perspective the 2.5.  So that is why I went with a number I was comfortable with, that I felt I could justify from base values up to the calculation.

MS. GRICE:  That is very helpful.  There was an interrogatory 2 that said if things change, this reliability amount could change as well.  Would you be calculating it on the same basis then as your 2.017 million?  You are comfortable with the inputs and assumptions you have around that calculation?

MR. BELL:  Am I still live?  My screen is black.

[Off-the-record discussion]


MR. BELL:  The change in reliability as we changed scope?  Is that the general context of your question?

MS. GRICE:  Yes, it is.

MR. BELL:  It threw me when everything went back.  The major benefit which every customer that would receive, which is where we start, would be the sub-transmission network.  That would be the first level of reliability.  The level of reliability that we start removing would be circuits that are more naturally already reliable, I guess from a customer perspective, in the sense they are in the more tightly networked core system where we have more alternative switching capability.

The average value of the reliability I think is still going to be achieved where we implement it, and it will be more visible and noticeable to our customers in the longer feeders where an alternative makes a big difference.

We haven't done the comparison on a feeder by feeder basis to rank them, but -- so that a cost reduction reliability shouldn't be the same as the dollar reduction in reliability, I guess.

It would be an iterative process to determine which ones we should do.  Where it end up in terms of value will depend on the mix of feeder type loads, especially given commercial reliability values are in the $20,000 an hour range compared to $6 envisioned for residential.  So it really makes a difference in terms of which feeders it is implemented on.

MS. GRICE:  Okay.  My last question around this, thank you, is VECC 32.  This is from the original application and these are projections that came out of the Navigant report.

And in part B, you have set some projections in SAIDI and SAIFI that would result from the project.  Is this still relevant or not -- has it changed now based on how you are now calculating the reliability savings?

MR. BELL:  No.  I think these numbers are still relevant.

MS. GRICE:  Okay.  In part B, where you have got your percentages --


MR. BELL:  Yes.

MS. GRICE:  Okay.  Those numbers are still relevant, okay.  I just wanted to check because I wasn't a hundred percent sure.  Okay, thank you.

Just a couple questions left.  VECC 24; these were a bunch of documents that Navigant reviewed when it did its business case review, and we asked for a bunch of them and the response says that you are unable to locate them and they are no longer relevant, as it relates to the previous proposal for the project using a P3 project model.

When you purchased the engineering from IE for that 1.023 million, did you purchase these supporting reports as well, or these reports that were reviewed?  Were they part of the package?

MR. BREWER:  The package that was purchased from IE, the specific reports are listed in the asset purchase agreement.  So that is the Leidos and the Navigant reports.

MS. GRICE:  Okay.  But not all these little sub-reports, no?  Okay. I am not going to ask for the reports.  That's okay, thank you.

VECC 29 -- this is my last question.  This shows an update for the capital budget, so proposed versus actuals.  I just want to understand 2019.  So in your DSP, you had 8.575 million and you ended up spending 4.795.  Can you, at a high level, let us know the reason for the variance?

MR. BREWER:  In 2019, we had sub 16 rebuilt in our plan.  It was deferred to 2020.  As a result of COVID, it has actually been deferred further to 2021.  The reason is simply we couldn't reliably get components in.

Our challenge here of course is winter peak.  So construction in the summer, if it isn't completed by the winter, poses issues for us.  So it was deferred to this year now.

MS. GRICE:  Okay.  You are planning on having that in service in 2021?

MR. BREWER:  Yes, that is the -- you will see the revised work plan, and that is the increase.  You will see some increases in 2021.

MS. GRICE:  Thank you very much.  Those are my questions.

MS. DJURDJEVIC:  Thank you very much, Shelley.  Next and last on our schedule for today is Environmental Defence.  I will turn that over to Amanda.
Examination by Ms. Montgomery:


MS. MONTGOMERY:  Good afternoon, everyone.  I just have a couple of questions.  It is has been a long day, so you are probably pleased to hear that.

My questions today are following up on the responses to Environmental Defence's interrogatories, specifically questions 1A and 1B.  So we will start with 1A.

Interrogatory 1A asked about the greenhouse gas emissions that would be avoided by the Sault Smart Grid project over 10, 20, and 40 years.  PUC provided two different answers to this question, based on two different methodologies.  Do you see that there?

MR. BELL:  Yes, we have got it here now, yes.

MS. MONTGOMERY:  Great.  Our question is further to the amount of avoided greenhouse gas emissions.  Could you please also undertake to calculate the estimated dollar value of these GHG savings based on recently announced federal carbon price increases?

MR. VELLONE:  What dollar value do you want them to use specifically?

MS. MONTGOMERY:  My understanding is that recently it was announced the cost per tonne for CO2 equivalent starting in 2023 would increase by $15 a year going to 2030.  And 10 years, I guess, would take us to 2030.  I think the that amount is supposed to be $170 per tonne.

That would be a good start.  It might be conservative, depending on whether or not the carbon price increases post-2030.  The best estimate with your assumptions would be much appreciated.

MR. BELL:  I think we have no objection if you could perhaps, through the board or in some measure, provide the reference to the report you are talking about, the numbers and -- you are just talking about the mathematical calculation based on a recent announced report somewhere?

MS. MONTGOMERY:  Yes, it is a media reports that have come out recently.  We can provide that information. 

MS. DJURDJEVIC:  Did you want to make this an undertaking, Amanda?

MS. MONTGOMERY:  Yes, please.

MS. DJURDJEVIC:  Just to clarify, it is -- can you just restate it?

MS. MONTGOMERY:  Yes, the undertaking is to provide a calculation of the estimated dollar value of the GHG savings that were provided in ED IR 1A, both methodologies if possible, based on recently announced federal carbon price increases.

MS. DJURDJEVIC:  Thank you.

MS. MONTGOMERY:  Thank you.

MR. VELLONE:  I may follow up with you for some links to help us get that right.

MS. MONTGOMERY:  Absolutely.

MR. BELL:  Is that 1.8?

MS. DJURDJEVIC:  Correct, that is JTC1.8.  
UNDERTAKING NO. JTC1.8:  TO PROVIDE A CALCULATION OF THE ESTIMATED DOLLAR VALUE OF THE GHG SAVINGS THAT WERE PROVIDED IN ED IR 1A, BOTH METHODOLOGIES IF POSSIBLE, BASED ON RECENTLY ANNOUNCED FEDERAL CARBON PRICE INCREASES.

MS. MONTGOMERY:  Then my -- are we ready to proceed?  My next question then is further to ED IR 1B, and the question was asking about savings estimates from avoided distribution system losses.

Based on your answer, it appears your analysis didn't account for the fact that losses are greatest at the time of system peak and that electricity is most expensive at the peak.  Is that correct?

MR. BELL:  Yes, that is correct.  We just looked at an annual average.

MS. MONTGOMERY:  Can you confirm for me that losses are indeed greatest at the time of system peak when electricity is most expensive?

MR. BELL:  Yes, that would agree with basically my understanding of how the system would operate, yes.

MS. MONTGOMERY:  Can you confirm for me that the estimated financial benefits of the project would be greater if you accounted for this?

MR. BELL:  I believe you are correct, yeah.  Mathematically, I think it would have to work that way.  I haven't actually done the math, so I would always clarify that subject to check.

MR. BREWER:  There is an addition there.  One of the network charges is based on the peak load.  We did not factor that into the benefit, but the RTSR charges would go down.  There would be an increased benefit from the reduction of peak.

MS. MONTGOMERY:  Thank you for that clarification.  In your response to this IR, you said that PUC Distribution does not have the data necessary to calculate the savings at peak time and expressed a willingness to attempt to measure and monitor these savings if the project were approved.

In the meantime, are you able it to undertake to provide your system losses as a percent of consumption at the time of peak demand versus the system losses at the time of off-peak demand?

MR. BELL:  I am not certain.  I would have to try to figure out how to do it.  We probably would have to talk to some of the technical staff.

MR. VELLONE:  I haven't seen this type of information presented previously.  I am just wondering if we know how to do it then.

MR. BELL:  The challenge with losses is it's an after the fact, so we don't typically have an instantaneous calculation of what our incoming purchase consolidation is versus the exact point in time of consumption.  So in theory, I guess if we lined up all of our meter data, although it isn't all intervals so -- I think the challenge would be that all of our metering data isn't interval Data, so we can't technically do had math.  I don't know what the percentages are in terms of what is or isn't.  I think that is the challenge with losses, is you have to line everything up at the same point in the same hour.

MS. MONTGOMERY:  Fair enough.  Are you able it to undertake to provide the sort of figures to illustrate how much higher the losses are at peak times than at off-peak times?

MR. BELL:  All I can really suggest is that we can look at it.  I don't honestly know how difficult it would be to do it.  We are looking at an I-squared-R function across every individual circuit.  I am not quite certain how -- I don't think see the ability to line the data up to do it.  I am not even sure in theory how to do it.

You could do it on a single circuit, but I don't know about the whole system.

MS. MONTGOMERY:  Did I hear you that you would just take a look and see what you could do?  Is that what I heard in that answer?

MR. BELL:  I am just not sure how informative it would we versus what I would be asking some of our engineering staff to do, that is all.

MS. MONTGOMERY:  Okay.  We are just trying to get a sense of the difference, right, of the losses at peak versus off-peak.  So any data you are able to provide that illustrates that would be much appreciated.

MR. BELL:  I would be glad to talk to our technical staff to try and determine if they can think of a way to do it.  All we can do is explore it.  It would be an interesting exercise.  I don't want to put somebody on three weeks of engineering to do it, that's all.

MS. MONTGOMERY:  That is fair.  We would appreciate that, thank you.

MS. DJURDJEVIC:  That will be undertaking JTC 1.9. 
UNDERTAKING NO. JTC 1.9:  TO PROVIDE THE SORT OF FIGURES TO ILLUSTRATE HOW MUCH HIGHER THE LOSSES ARE AT PEAK TIMES THAN AT OFF-PEAK TIMES

MS. MONTGOMERY:  I actually have no further questions.  Thank you very much.

MS. DJURDJEVIC:  Okay.  That brings us to the end of our schedule.  We wrapped pretty much on time.  Unless there are any other matters that anybody wants to deal with -- going once, twice.

All right.  Then we are concluded with this technical conference.  I have indicated the transcripts will be available by tomorrow and probably by end of today.  I thank you all for participating and being efficient at this new virtual format of technical conferences.

MR. VELLONE:  Thank you, Ashley, for navigating us through the zoom chat, and to Flora for bringing up all the evidence.  Thank you both.

MS. SANASIE:  You're welcome.

MS. HO:  Thank you.

MS. DJURDJEVIC:  Have a good day everyone.  Good-bye. 
--- Whereupon the conference concluded at 2:48 p.m.
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