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Friday, December 17, 2021
--- On commencing at 9:14 a.m.
HYDRO ONE NETWORKS INC. - PANEL 4, FINANCE AND COMPENSATION, resumed

Samir Chhelavda
Nancy Tran
Sabrin Lila
Uri Akselrud
Anthony Nava

MR. SIDLOFSKY:  Welcome back to day 5 of the Hydro One joint transmission and distribution technical conference.  We are continuing with questions from School Energy Coalition.  Mark Rubenstein, if you would like to go ahead, that would be great.

Sorry, I should have asked, are there any preliminary matters?

MR. MYERS:  No preliminary matters.

MR. SIDLOFSKY:  Okay, thank you.

MR. MYERS:  Thanks.

MR. SIDLOFSKY:  Mr. Rubenstein.
Continued Examination by Mr. Rubenstein:

MR. RUBENSTEIN:  And good morning, panel.  I am wondering if we could start at B1-SEC-54, attachment 1.  And as I understand what this material is, and some other interrogatories also point to it, it's an outline of essentially the productivity initiatives and explaining a little bit about them and how they're calculated; correct?

MR. AKSELRUD:  That's correct.

MR. RUBENSTEIN:  And as I skimmed through them, you see at the top it's the day completed.  They are all or the latest they all are are September 2020; is that generally your understanding?

MR. AKSELRUD:  The date refers to when they were documented, so...

MR. RUBENSTEIN:  Are there any initiatives in addition to those provided in SEC 54 that the company has undertaken since September 2020?  And just a little bit of background.  As I understand, this package was what was provided to Concentric, so are there productivity initiatives that have been undertaken or new ones after September 2020?

MR. AKSELRUD:  Yeah, I can undertake to take a look if we have additional briefing documents.

MR. RUBENSTEIN:  All right.  Well, even if they are not in briefing documents, if you could provide any new initiatives that are not included in this attachment and provide essentially similar information.

MR. MYERS:  Assuming it's available, we will.

MR. SIDLOFSKY:  That will be JT5.1.
UNDERTAKING NO. JT5.1:  WITH REFERENCE TO B1-SEC-54, ATTACHMENT 1, TO ADVISE OF ANY PRODUCTIVITY INITIATIVES NOT INCLUDED IN THE ATTACHMENT THAT HAVE BEEN UNDERTAKEN OR NEW ONES AFTER SEPTEMBER 2020.

MR. RUBENSTEIN:  Thank you very much.  Can we go back to CCC -- A-CCC-1, attachment 1?  I just have a couple questions.  Can we start at page 34 of that document -- go back to page 34, I guess.

So in the top right-hand corner of this slide or page, there's a waterfall table.  I think that's what those graphs are called.  And I just want to understand what it is actually telling me.

As I read it, it's showing the 2015 OM&A as compared to the 2020 OM&A and showing incremental OM&A productivity net of inflation.  Can you just quickly explain to me, what is that calculation?

MR. NAVA:  Yeah, this is just illustrative to show relative to the 2015 baseline of when Hydro One was initial public offering to where we are today, in terms of the incremental productivity savings by year.

MR. RUBENSTEIN:  Can you help me understand that, when you say net of inflation, what is the inflation that you're using for this?  What is inflation in the context of this table?

MR. NAVA:  I would have to take away to see which specific inflation measure would be for each year.  But in general speaking, it's just trying to show if our costs from 2015 remain the same and it was escalated for inflation cost pressures.  This is sort of the net basis of that.  So showing -- incorporating those cost pressures, we also have incremental savings to offset those.

MR. RUBENSTEIN:  Okay.  Well, I am going to ask you, then, to do that -- really, the broader undertaking I'd ask you to do is to essentially provide an explanation of the inputs to this table and the underlying numbers for each of those years for that calculation, the productivity, how that's -- where that's being derived from, what the inflation is, et cetera, really the numbers behind the chart?

MR. AKSELRUD:  Mr. Rubenstein, you said table earlier, but the reference is to the chart; right?

MR. RUBENSTEIN:  Sorry, yes, chart.  I apologize.

MR. AKSELRUD:  Thank you.

MR. RUBENSTEIN:  Just for the record, that's the chart in the top right-hand corner of page 34.

MR. SIDLOFSKY:  We will make that JT5.2.
UNDERTAKING NO. JT5.2:  TO EXPLAIN THE INPUTS AND THE UNDERLYING NUMBERS FOR EACH OF THE YEARS IN THE CHART AT A-CCC-1, ATTACHMENT 1, PAGE 34.

MR. RUBENSTEIN:  And my last question with respect to this document is -- and maybe we will go to page 27.  And there's a similar -- so this page, and there's a -- some graphics on the left-hand column that show essentially the buildup of the TX OM&A work, and there's a similar version of this on page 20 -- on, sorry, on page 30 for distribution.

And I was -- and as I understand, this is not the entirety of the -- of the OM&A; correct?  This is just a sub-component; correct?

MR. NAVA:  That is correct.

MR. RUBENSTEIN:  And if we, sorry, go back up to the TX version.  So you provide an explanation of the various categories, you see are colour-coded, and you see them, and you've explained, other sustainment, vegetation management, line sustainment, station sustainment, development operating, customer and common, and I -- even within those categories, I am unable to match many of those numbers to the information that you would have provided in the two JC tables for transmission, and the same for DX.

So I was wondering if you could reconcile the numbers.  There may be different -- there may be adjustments made because they're not for the same purposes, but if you could help me understand why those numbers are not entirely the same?  And I would expect you to do this by undertaking.  I am not asking you to do it on the spot here.

MR. NAVA:  I can provide like a general --


MR. RUBENSTEIN:  Sure.

MR. NAVA:  -- understanding.  This is the, sorry, category level that the company reports on, whereas in the filing it's the OEB categories, so there could be some differences in terms of how we represent them versus how they're filing on record for the OEB.

MR. RUBENSTEIN:  That may be the case, but you do also -- in many ways those tables for OM&A, you do report on similar language, and they just -- I just can't match them up in any way, so I was wondering if you can undertake and sort of show me where these numbers -- compare these numbers to those in the similar categories in the two JCs so I can understand what the differences are and what the translation is between those two for each of the TX and DX OM&A slides in this document.

MR. AKSELRUD:  The earlier transmission distribution panels would probably have been better in a position -- in a better position to explain, given it's work-program-related.

MR. RUBENSTEIN:  Okay.  Well, I mean, this document I understood was for the finance panel, and this wasn't really -- what is made up, it just seems to be sort of how you're treating costs, categorizing them for this document, so I'd ask you to take the undertaking.  If you want to talk to those folks, for sure.

MR. AKSELRUD:  Okay.

MR. STERNBERG:  Counsel, we will undertake to confer with the appropriate folks and provide you with -- provide you with the response.  If for some reason we are unable to do that, we will advise.

MR. RUBENSTEIN:  Sure, thank you very much.  Can we now go to B1-S --


MR. SIDLOFSKY:  Sorry, Mr. Rubenstein, that will be JT5.3.
UNDERTAKING NO. JT5.3:  TO RECONCILE AND COMPARE THE NUMBERS IN THE CHART TO THOSE IN THE SIMILAR CATEGORIES IN THE TWO JCS.

MR. RUBENSTEIN:  I didn't even get it for the last day right.

Can we go to B1-SEC-54?  So these were some questions with respect to the Concentric report.  And can we go down to -- so in part (c), we had asked you to please provide the list of companies whose information was included in the table.  And just for reference, in the Concentric table -- In the report, there's a table comparing a number of different companies.  You don't know the names of the companies; besides Hydro One, they are masked.

We asked you to provide -- just tell us who those companies are.  And in response, you say:


"As stated at page 17-18 of Concentric's report, the companies that represented to Concentric, either verbally or in writing included", and then you list -- there are listed five companies.  But there are seven companies in addition to Hydro One in the table.

So I would ask you to ask Concentric to provide the seven comparators, the list.  You don't need to tell me who is who, but if can you just tell us who the peer companies are in that table.

MR. STERNBERG:  We will undertake to ask Concentric that and provide the information.  I am not sure if there is any confidentiality reason that would prevent them would prevent them from listing additional names, but if they say there is, we will let you know.

MR. RUBENSTEIN:  In part (a) --


MR. SIDLOFSKY:  Mr. Rubenstein, you were so close. Undertaking JT5.4.  You keep getting ahead of me.
UNDERTAKING NO. JT5.4:  TO ASK CONCENTRIC TO PROVIDE THE NAMES OF THE PEER COMPANIES IN THE TABLE AT PAGES 17-18 OF THE CONCENTRIC REPORT.


MR. RUBENSTEIN:  Yeah, well that's --


MR. STERNBERG:  So excited to get to that next question.

MR. RUBENSTEIN:  Just so excited.  Can we go up to question number 8?  In this question, we had been referencing some comments in the report.  We had asked you to provide details, including copies of any reports, analysis, testimony that are on the public record.  This was related to some comments Concentric made about its experience regarding to productivity, benchmarking, et cetera.

And in the response -- there's a lengthy response, but Concentric essentially doesn't provide the information.  The question itself may be a little bit imprecise.  And so I would -- what we are seeking is any public document, so things that were filed in other regulatory proceedings, that Concentric undertook that was of a similar engagement to what is being asked, what Hydro One asked that you do in this proceeding.

So not Concentric reports in areas that are not related to this, but those that are a similar engagement that are on the public record.  So nothing confidential, nothing that was done privately, the things that are, you know, placed on public records in other proceedings.

Can you ask Concentric to provide that information?

MR. STERNBERG:  Counsel, as you're aware from the response, one of the reasons why you didn't receive the information you were seeking in -- your initial question was based on relevance.  I appreciate you're narrowing, clarifying and narrowing somewhat your request.

On that basis, we will take it back, discuss with Concentric, and if we are prepared to and they're prepared to provide the information, we will.  And if we continue to take the position that it's irrelevant to the matters at issue in this proceeding, we will advise you.

MR. RUBENSTEIN:  Okay.  I mean I would say it's, in my opinion, clearly relevant, if there would be other publicly available work that Concentric can provide that helps demonstrate its expertise and experience in this area.

But moving on, can I ask you now to go to B2-SEC-68.

MR. SIDLOFSKY:  Sorry to jump in, but is that a separate undertaking, or a continuation of 5.4?

MR. RUBINSTEIN:  Let's mark that as a separate undertaking.

MR. SIDLOFSKY:  JT5.5.
UNDERTAKING NO. JT5.5:  TO ASK CONCENTRIC TO PROVIDE A RESPONSE TO QUESTION 8, AS NARROWED BY MR. RUBENSTEIN


MR. RUBENSTEIN:  In this interrogatory, we had asked Hydro One -- we had noted that Hydro One updated its ESL information for assets based on the results of Alliance Consulting economic utility planned depreciation study -- have you updated your ESL information?  And the response is:

"No, the timing of the completion of the Alliance Consulting report did not allow Hydro One to update the operational ESL information.  Note that ESL does not drive replacement decisions discussed at TSP2.2 page 4."


And then you say:
"Once you the Alliance Consulting depreciation study is approved by the Ontario Energy Board, the useful lives will be updated in our fixed asset accounting module."

I just want to be clear.  For the purposes of depreciation calculation, are the updated numbers from the Alliance Consulting report incorporated into the application?

MR. CHHELAVDA:  So, yes, for the application, the updated rates are reflected.

MR. RUBENSTEIN:  Okay,  So maybe I don't understand that last sentence.  What is that?


MR. CHHELAVDA:  All that last sentence is saying is that once the study is approved, we will then update all of our data in our fixed accounting -- sorry, our fixed asset accounting modules.  They will be reflective of all the Alliance rates and recommendations.

MR. RUBENSTEIN:  So do I take it, then, you essentially then -- for the purpose of the application, you did it manually?  You made the adjustments manually because they are not in the system?


MR. CHHELAVDA:  That is correct.

MR. RUBENSTEIN:  Okay, thank you.  Can I ask you now to turn to E-SEC-199, and maybe we can first start in part (f).  We had asked you:

"On the same basis as Hydro One's 2019 costs are calculated for the purposes of this study, please provide its forecast 2023 cost (normalized) based on the information provided in this application."


And then in the response you say:

"UMS cannot provide the requested information, as UMS did not collect 2023 forecast data from the comparator utility, it cannot calculate 2023 quartiles for comparison to Hydro One, or account for future changes in the USD-Canadian exchange rate, and few conclusions could be drawn from a comparison between 2023 Hydro One costs versus 2019 quartiles."

I think it a misunderstanding of what the question here was.  It wasn't asking UMS or Hydro One to project forward what the baseline would be.  It's simply asking on the same basis of how the cost categories because they may be slightly different than those reflected in the evidence, if you can provide the 2023 costs.


MR. MYERS:  I think we've -- UMS has provided the reasons there why they thought they could not provide that information.  We can take an undertaking to provide that clarification that you just provided back to UMS and if they are able to provide that information, then we will do so.  And if not, then we will explain again why we can't -- or why they can't.

MR. RUBENSTEIN:  Okay.  I guess the only clarification I would ask is -- it's not just UMS.  I mean, Hydro One may also be able to do it on the same basis.  They start by saying they don't have 2023 forecast data.  I don't know if they have Hydro One's 2023 forecast, so it may be Hydro One is the one who provides it on the same basis.  That's the only clarification.

MR. MYERS:  I understand.  Yes, both Hydro One and UMS would consider that collectively.

MR. RUBENSTEIN:  Okay.

MR. SIDLOFSKY:  We will make that undertaking JT5.6.
UNDERTAKING NO. JT5.6:  TO RESPOND TO E-SEC 199 PART (F), IF POSSIBLE

MR. RUBENSTEIN:  The second question I have is could you please ask UMS to provide the underlying data, and masked, to be clear.  I am not asking for the names of the identifiable information -- the underlying data that they provided and then showing how it was -- the exchange rate, and normalized and all those calculations.


Just for some context, UMS -- UMS has done multiple studies for multiple utilities over the years and they usually have an Excel spreadsheet file that does this and they have provided it in the past without issue.

MR. MYERS:  Yeah, again we will have to check with UMS to make sure that that can be provided, and under -- you know, treated confidentially if necessary.  And if they're able to provide that, then we will do so.

MR. RUBENSTEIN:  Thank you very much.

MR. SIDLOFSKY:  JT5.7.
UNDERTAKING NO. JT5.7:  WITH REFERENCE TO E-SEC 199 PART (F), TO ASK UMS TO PROVIDE THE UNDERLYING DATA, MASKED, THEY PROVIDED AND THEN SHOWING THE EXCHANGE RATE, AND NORMALIZED AND ALL THE CALCULATIONS.


MR. RUBENSTEIN:  Can we now turn to E-SUP-7.  You actually had some discussion with Mr. Dumka about this, and maybe I misunderstood the table or I misunderstood your conversation, but I took it what he was -- what this interrogatory was talking about was the evidence talks about how approximately 250 employees were being repatriated from Inergi, and the response in (a) and the discussion you had was, it's actually a little bit less, ultimately it will be about 223; do I have that correct?

MS. LILA:  Yes, that's correct.

MR. RUBENSTEIN:  For the purposes of the 2023 test year and the 2022 forecast information, what are you -- what is included?  Is it the 250 or the 223 -- sorry, the 250 or the 223?

MS. LILA:  As I was explaining to Mr. Dumka yesterday, the final figure was 223 were actual employees, was forecasted to be 250, and there was some attrition in that population of repatriated employees that will be backfilled.

MR. RUBENSTEIN:  Sorry, so which number is included in the basis of the underlying budget information and FTE numbers that you are providing in this application?  Is it the 250 or the 223?

MS. LILA:  It would have been the 250.  But as I said, there was some attrition, so -- which we expect has been or will be filled.

MR. RUBENSTEIN:  Okay.  So do I take that to mean while it says 223 here, those are the 223 repatriated, but you will essentially hire or you will fill the difference between the 250 and the 223?

MS. LILA:  Yes, that's my understanding, yeah.

MR. RUBENSTEIN:  Okay, thank you.  Can I ask you to turn to E-SEC-205.  So you were asked to provide a breakdown of cost impacts for PWU and Society collective agreement since the last TX proceeding.  And can we just go down to the table at the bottom?  You reference, as I take it, base salary increases of 1.7 percent and then an equity increase of 0.5 percent per year.  Do I have that right?  Is that how I should read that table?  Or, sorry, not built in.  That is what occurred, that is what was agreed to?

MS. LILA:  That's correct.

MR. RUBENSTEIN:  Can I just ask about the 0.5 percent equity.  Is there -- and maybe there was before and I don't recall.  There is an equity component now for Society members?  Can you elaborate?

MS. LILA:  The .5 equity grant referenced in 2021 and 2022 is a new grant that's being provided to Society of United Professionals.  The total is 1 percent, with vesting on March 1st -- or, sorry, March 2022 and 2023, and the intention behind that is to provide increases in the form of compensation that created an ownership culture and build on previous equity that has been provided historically, and also, from Hydro One's perspective, this is an important component because it provides an increase that is not impactive of pension and benefits and other burdens and therefore provides a way for the organization to provide compensation that doesn't impact those other labour burdens and also, as you can see, allowed us to provide below 2 percent or below what inflation would have been for base wage increases.

MR. RUBENSTEIN:  Okay, sorry, my question wasn't is it a good idea or bad idea.  I just wanted to understand what it is.  So is this -- and maybe I missed it.  I didn't see this being discussed in any detail in the pre-filed evidence, but there's a lot of evidence and maybe I missed it.  Is this outlined, how this is going to work?

MS. LILA:  The timing of when we actually signed the agreement was followed when we actually filed our evidence -- or when we ratified the agreement was following when we filed our evidence, so it's not detailed in great length.

MR. RUBENSTEIN:  Okay.  Well, can I ask you by way of undertaking to provide sort of a detailed explanation of how this equity, when it's vested, how it all works, et cetera, what it's based on, and all that information?

MR. STERNBERG:  Counsel, can you, just so the request is clear, can you assist us with what detail you're looking for beyond the detail the witness just gave you in explaining this?

MR. RUBENSTEIN:  Sure.  I mean, I took the explanation to -- sort of very brief outline and some explanation why it's a good idea.  I am actually just more interested in terms of how many -- is it all Society members are eligible for this, when does it vest, how is it calculated, does this impact -- I guess the question also, how does this impact the numbers that underlie the two K tables with respect to compensation, because it's a different form, since none of this obviously was in the pre-filed evidence.

MR. STERNBERG:  Assuming -- Ms. Lila, step in here if you need to, but assuming that there is no issue from Hydro One's perspective in providing that information, we will undertake to do that, but I'd ask Ms. Lila to let us know now if she thinks there is any difficulty providing the detail you are requesting.

MS. LILA:  Yeah, as I say, we can provide the details of the plan design, et cetera, and highlight the overall program and provide that detail and help you understand the program.

MR. RUBENSTEIN:  Thank you very much.  That would be helpful.

MR. SIDLOFSKY:  We will make that JT5.8.
UNDERTAKING NO. JT5.8:  TO PROVIDE THE DETAILS OF THE SUP EQUITY PLAN, DESIGN, ET CETERA, AND HIGHLIGHT THE OVERALL PROGRAM AND PROVIDE THAT DETAIL AND HELP TO UNDERSTAND THE PROGRAM.

MR. RUBENSTEIN:  Can I -- so -- you won't -- you don't necessarily need to pull this up, but in E-SEC-209 we asked for you to provide the employer contribution ratio -- employee/employer contribution ratio between 2013 and 2027, and you point us to Energy Probe 70.  And you provide some information in part (a) and (c), but first for the information related to 2015 to 2017, you essentially say -- you point to 2019.  I assume that's supposed to be 0082 proceeding, but I don't know where I am looking. I am not sure; there's no pinpoint reference there.  As well as the question asks for 2013.

So I ask you if you can go down, just scroll down a bit.  If you can essentially provide similar charts from 2013 to 2023 as requested -- sorry, to 2027 as requested.

MS. LILA:  We may need some assistance from the actuaries, so we can discuss with them how -- what's possible to provide.  I know in prior proceedings, we did provide certain information.  I am just not sure if it went all the way back to 2013.  So we can discuss with them and then determine if that's possible within the time frame, and provide that for sure.

MR. RUBENSTEIN:  Okay.

MR. SIDLOFSKY:  That will be JT5.9.
UNDERTAKING NO. JT5.9:  TO PROVIDE SIMILAR CHARTS FROM 2013 TO 2027 AS REQUESTED.


MR. RUBENSTEIN:  Okay, can we now go to E-SEC-210?  So in part (b), we had asked you to provide all forms of remuneration provided to Hydro One employees and -- which are included and not included in the study, and the response to part (b) in essence takes us to the evidence in the first part of the Staff interrogatory.

But based on the discussion that we just had with respect to the Society's new recent collective agreement, are there any types of compensation that maybe were not paid in 2020, so it's not a question of should or should have been in that study, but on a going forward basis they are of a type that are not -- would not be covered by the Mercer compensation study?

So an example here would have been equity -- a new equity compensation for Society members.  Is there anything like that?

MR. STERNBERG:  Counsel, can I just ask for clarification?  I am a bit lost in your question.  Are you asking whether there was any type of compensation as of 2020, which was the time of the study, that is not included in the study?  Or are you asking about compensation after 2020?

MR. RUBENSTEIN:  After 2020.

MR. STERNBERG:  But the study -- I guess maybe you can -- maybe you can clarify and perhaps the witness is clear on this.  The study was as of a point in time 2020, so you if you can help me with what you are asking --


MR. RUBENSTEIN:  No, no it's not a criticism about the study.  I understand that it's for 2020.  I am just asking was there any new forms of compensation to any types of employees that would have been included in the study after 2020.  So for example, the equity compensation for Society members.  That's something new, as I understood it.  I am just trying to understand if there's anything else like that.

MS. LILA:  That's correct, Mr. Rubenstein, that is a new program.  However, when we did the Mercer forecast, we provided those details on the outcome of that particular round of bargaining and they included those assumptions in their forecast results that they have shared.

MR. RUBENSTEIN:  Okay, well that's -- but is there -- -- first to my question.  Is there anything else like the Society compensation, any other new forms of compensation?

MS. LILA:  No.

MR. RUBENSTEIN:  Okay, so just the Society -- okay, that's helpful, thank you very much.

Can I now ask you to go to SEC 212?  So in this interrogatory, we had asked you with respect to the Mercer compensation benchmarking study for each of the non-represented PWU and Society:
"Please provide an estimate of the dollar difference between the weighted average total compensation of Hydro One's employees in the P50 used in the study.  Please provide the amounts for each year in the study it is representative of, and for each year between 2023 and 2027.  Please provide a step-by-step explanation of how the estimate was reached and include all supporting calculations so the numbers can be verified."


And in the response, you provided sort of what I call the bottom-line numbers on a global basis, and you've provided -- and I would say within a range, not even the P50 -- and you provided some explanation about how you get from the study to 2023 and to '27.

But you haven't provided the requested information broken down by the three categories, as well as all the information that allows you to go from the study through 2023 and preferably each year to 2027 so those numbers can be reviewed and verified.  And I'd ask you to do that.

Presumably there is a spreadsheet that sits below those answers and has those calculations and we would like that information, so we can undertake those calculations ourselves to verify them.

MR. STERNBERG:  Counsel --


MR. RUBENSTEIN:  Even reading this I can't get -- I couldn't get to -- I wouldn't be able to make those steps myself.

MR. STERNBERG:  I think some explanation is provided in the response for why certain years were provided in response by Mercer and not other years.  And in part, it may be that some of the detail you are seeking is irrelevant.

But having said that, and bear in mind this is a response from Mercer, we will undertake to take your further request back to Mercer, consult with them, and either provide you with the information; or if the position is that it's not available or in some other way is not an appropriate request, we will advise.

MR. RUBENSTEIN:  Okay, and that's fine.  I will take that undertaking.  I will just note that as the company is aware, this type -- the answer to these types of questions is being used as a basis of some elements of Board decisions in the past.  So understanding the calculations fully is important.  But I take your undertaking.

MR. STERNBERG:  And, counsel, not to take up your time questioning now, I know in part you're seeking information -- you have been given at least some information in respect of not only 2020, but this terms of the go-forward years 2023, the test year, and then the end of the rate period, 2027.

If you have a particular reason you want us to consider for why you say that information is also relevant and needed for 2024, 2025, 2026, those particular years, then we can consider that in our consultation with Mercer.

MR. RUBENSTEIN:  Well, sure.  As you're aware, you are seeking rates for all those years.  And while the OM&A portion is -- under your proposal is a base year and then an adjustment -- two-thirds of the compensation costs in this application are essentially being capitalized, and you are seeking -- the base to your capital factor is essentially a cost-of-service calculation, obviously some adjustments on top of that, incentive adjustments on top of that.  Understanding each of those years is obviously important.

MR. STERNBERG:  I appreciate that clarification.  As far as I am aware, the number that's used in the past by OEB is in respect of OM&A.  But in any event, we won't take up more time on the record now.  I appreciate the clarification.  We will consult with Mercer and get back to you one way or another by way of undertaking.

MR. RUBENSTEIN:  Okay.  Still within that answer --


MR. SIDLOFSKY:  Should by holding -- did you want me to hold off on giving a number, or did you want to take the undertaking number for that?


MR. RUBENSTEIN:  I will take the undertaking number for that.

MR. SIDLOFSKY:  JT5.10.
UNDERTAKING NO. JT5.10: TO PROVIDE A FULL RESPONSE TO E-SEC-212, INCLUDING ALL THE UNDERLYING AND SUPPORTING CALCULCATIONS, FOR EACH YEAR BETWEEN 2023 and 2027, FOR EACH OF NON-REPRESENTED, PWU, and SUP

MR. RUBENSTEIN:  If we can go to line 34 -- I don't think there is a line 34, sorry.  Oh, one second.  Yeah, sorry, it starts at 33 where Mercer says:

"Mercer's methodology and numerical results have been verified through a professional peer review process and align with the methodology used in previous studies conducted for Hydro One."

I just want to understand what we are talking about peer review.  Two questions:  What do we mean by peer review, and what exactly is the methodology that has been peer-reviewed?  Is it the study methodology, or is it the calculations in this undertaking?  And if it's the latter, could you please ask Mercer to provide information about what is the peer review that it's talking about with respect to the methodology in this response.


MR. STERNBERG:  Obviously those are questions for Mercer.  We will undertake to ask Mercer those questions.

MR. RUBENSTEIN:  Thank you.

MR. SIDLOFSKY:  JT5.11.
UNDERTAKING NO. JT5.11:  WITH REFERENCE TO THE MERCER STUDY, LINE 34, TO ASK MERCER (A) WHAT IS MEANT BY PEER REVIEW; (B) WHAT IS THE METHODOLOGY THAT HAS BEEN PEER-REVIEWED; (C) TO PROVIDE INFORMATION ABOUT THE PEER REVIEW METHODOLOGY REFERRED TO IN THIS RESPONSE


MR. RUBENSTEIN:  Thank you.  If we can go to page 3 of this response.  And this is, as I understand it, Hydro One has -- if we can go up a bit, sorry, go up to page 2 for a second.  This is -- so just to -- this is a part where Hydro One is now talking, or at least writing, and if we go down to page 3, at line 9 Hydro One says:

"In making an adjustment..."

Hydro One says:

"...note:  Hydro One's position is the amount in the above tables should be reduced by approximately 1 million for TX OM&A and approximately 2 million for DX OM&A to account for the removal of the executives from the revenue requirement."

And then at line 19, similar comments with respect to the capital component.

I just want to understand the basis for this.  Is it that this is relevant for the purposes of the differential between the P50 number and Hydro One's cost or is it that since you're not seeking recovery of these amounts at all for those -- for the executive leadership team, as I understand the evidence, that if the Board is going to make any sort of reductions on this basis it should account for the fact that there is these costs that the shareholder has chosen to or in some cases been required to capture.  Which of the two?  I am confused about which of the two, or maybe there's a third reason for this?

MS. LILA:  I seem to be your favourite witness this morning, Mr. Rubenstein.  It is the latter.

MR. RUBENSTEIN:  Okay.  Thank you very much.  That's helpful. 


I was wondering if you could then provide a -- so you've provided sort of reductions for TX and DX OM&A as a result of capital as well.  I was wondering if you could provide a breakdown between the amounts for the executive leadership team that you have not included in this application that are because of the statutory restrictions versus the total amount?  Because my understanding, and you can correct me, is there's some statutory restrictions with respect to a couple positions and then there's the others that you've -- I'd say you've interpreted that you think a larger amount you shouldn't seek recovery for, and I would like to know the difference between those amounts.

MR. STERNBERG:  It doesn't strike me that that -- I don't see the relevance of that, so we won't undertake at this point to provide that breakdown.

MR. RUBENSTEIN:  Sorry, why do you -- why --


MR. STERNBERG:  If I'm -- if you want to clarify your question, if you think I am missing it that's fine.  I understand you to be saying I want a breakdown of different various amounts that aren't being sought for recovery and aren't part of this application.  That's what I am struggling with the relevance of, why that breakdown would assist in determining any issues that the Board will have to deal with in this proceeding.

MR. RUBENSTEIN:  Sure.  In response to this question, as I understand in the response to my last question -- sorry, the response to interrogatory and my last clarification question -- the purpose of these adjustments that you're making to the P50 -- the difference between Hydro One and the P50 calculation is because you're not seeking recovery.  And so it's not an issue about the methodology being wrong.  As I understood, it's essentially saying, well, if the Board is -- pre-empting the Board to say, if the Board is going to make a reduction on this basis you should give us credit, Hydro One should get credit, and I want to know -- and so now the question of what is the -- what is the appropriate adjustment then should be made, and I am trying to understand the difference between a decision the company's made not to seek recovery on its own accord versus a statutory restriction against recovery, and it's that I say is wholly and fully relevant.

MR. STERNBERG:  Okay.  And that -- I am still not sure that I see the relevance between that specific breakdown, but having said that, what we will do is, I am prepared to undertake to take that back, further consider it with Hydro One and if we are prepared to provide the information we will, and if we aren't we will advise of that and provide you the reason.

MR. RUBENSTEIN:  Okay, thank you very much.

MR. SIDLOFSKY:  That will be JT5.12.
UNDERTAKING NO. JT5.12:  TO PROVIDE A BREAKDOWN BETWEEN THE AMOUNTS FOR THE EXECUTIVE LEADERSHIP TEAM THAT HAVE NOT BEEN INCLUDED IN THIS APPLICATION THAT ARE BECAUSE OF THE STATUTORY RESTRICTIONS VERSUS THE TOTAL AMOUNT.

MR. RUBENSTEIN:  Could we go to E-SEC-213.  Similar to my first undertaking in E-SEC-212, we had asked you in part (a) to provide essentially a full breakdown of the information so that numbers can be verified and all the supporting calculations, and you cite us to some assumptions you made in another Staff interrogatory, and some of the information is confidential.  But at the end of the day you didn't provide the full calculations so that one can take where we are and walk each of the steps through for each of the years.

So I would ask you if you could ask Mercer to provide that information.

MR. STERNBERG:  We will take to make a further inquiry of them.  If they're prepared to provide further detail beyond information they have already provided in response then we will provide that to you.

MR. RUBENSTEIN:  All right.  Can I ask you --


MR. SIDLOFSKY:  Sorry, I will make that JT5.13, but I'm going to ask our court reporter, I think I've got the undertaking numbers correct.  We're at JT5.13 right now, right, Lisa?

THE REPORTER:  I believe so.  Just give me two seconds to do a quick check --


MR. SIDLOFSKY:  Thank you.

THE REPORTER:  Yeah, you're correct.

MR. SIDLOFSKY:  Thank you.  JT5.13.
UNDERTAKING NO. JT5.13:  WITH REFERENCE TO E-SEC-213, TO ASK MERCER TO PROVIDE THEIR FULL CALCULATIONS, ON SIMILAR BASIS AS REQUESTED IN JT5.10.

MR. RUBENSTEIN:  Thank you very much.

Can I ask you now to turn to F-LPMA-25.  And this references -- I think there was some discussion about this in some of the other panels that are getting punted to this panel -- but also in the evidence at F-1-1, page 1 you talk about that Hydro One is considering a potential midterm update to their cost of capital, and I guess, are you proposing that?  It's not clear what the actual proposal is.

MR. CHHELAVDA:  Mr. Rubenstein, I can perhaps help you out.  We are not proposing an update to the cost-of-capital parameters at this point in time.  However, capital market conditions remain highly unpredictable and if we witness an extreme development resulting in an exceptional circumstance that warrants an update, it will be applied to the 2026 and 2027 cost-of-capital parameters, as we state in Exhibit F-1-1, page 1, lines 17 to 23.

MR. RUBENSTEIN:  Just to be clear, what the proposal or not proposal is, if I may say it this way, is it that you want to be able to in the future potentially come forward to the Board, or is it that you may update your plan structure at some point in this proceeding to allow you to update at some point?

MR. CHHELAVDA:  So I would say it's, you know, we are -- we are not planning at this point in time, but if there is an extreme event or development that would necessitate one, then we would, and that's -- you know, our reference to that is the OEB Rate Handbook that states the OEB expects there to be no further rate applications for annual updates within the five-year term, unless there are exceptional circumstances.  So in the event that there are exceptional circumstances we will come forward with a midterm update.

MR. RUBENSTEIN:  Sorry, I am confused, because let me -- at least this is how I see the world, and you can tell me if I see this incorrectly.  Either you're asking for approval to be able to bring an update -- you may not end up bringing it -- in the context of the approvals you are seeking in this application, or you're not, and what you're saying is between now and whenever the Board renders it -- or the Board hears this case, we may bring forward a proposal.  And I am just not clear which one it is.

MR. CHHELAVDA:  Can I request a breakout room, please.

MS. SANASIE:  The room is open.

[Witness panel confers in breakout room]


MR. CHHELAVDA:  So, Mr. Rubenstein, what we would do is, you know, if there was an extreme event or something significant that occurs during this proceeding, then we are just leaving the door open to come back to the Board to modify the application and make that request.  I hope that answers the question.

MR. RUBENSTEIN:  Okay.  So then absent a change, what you're not -- you're not seeking a midterm update for cost of capital?

MR. CHHELAVDA:  Correct.

MR. RUBENSTEIN:  Subject to, I guess, if there is a Z factor or qualifications under any other provision. Okay thank you very much, that's helpful.

Can I ask you now to turn to G-Staff-304(a)? Now, this is with respect to the transmission -- as I understand, this is the externally-driven work transmission account.

And while, Mr. Chhelavda, you are on this -- in retrospect, it's probably a question I should have asked of panel 1, to Mr. Reinmuller.  So I am going to ask you to take this back by way of undertaking.

In the response in part (a), there's a list of projects essentially in the past that may -- would have been captured by this account, and there's some information about future projects.  I was wondering if there -- are there externally driven projects that Hydro One is aware of at some level of development, that they may be very preliminary or otherwise or something that's being initially contemplated -- that you have not included in the application that would be eligible for this account, even if you are not able to put numbers on those amounts?

Can you provide -- can you undertake to provide that information?

MR. CHHELAVDA:  We will go back to -- we will go back to that TX panel and make that request, yes.

MR. RUBENSTEIN:  Thank you very much, I appreciate that it.

MR. SIDLOFSKY:  Sorry, that will be JT5.14.
UNDERTAKING NO. JT5.14:  WITH REFERENCE TO G-STAFF-304(A), TO ADVISE WHETHER HYDRO ONE IS AWARE OF EXTERNALLY DRIVEN TRANSMISSION PROJECTS AT SOME LEVEL OF DEVELOPMENT OR CONSIDERATION THAT ARE NOT INCLUDED IN THE APPLICATION THAT WOULD BE ELIGIBLE FOR THIS ACCOUNT

MR. RUBENSTEIN:  Can I ask you to turn now to G-SEC-228.  We had asked for a full numerical example of the new TX proposal and the new TX proposal for the capital-in-service variance account, and what I'll call the existing approach, and you essentially point us to two parts in the evidence.  And you're correct, those were there and that is helpful.  And you use the DX example as sort of the current approach.

Those are two documents and they appear to be at least essentially printouts of an Excel spreadsheet.  I was wondering if you could provide the underlying Excel spreadsheet for those two, those two documents.

MR. CHHELAVDA:  We can do that.

MR. RUBENSTEIN:  Thank you very much.  And I just had a question of --


MR. SIDLOFSKY:  JT5.15.
UNDERTAKING NO. JT5.15:  WITH REFERENCE TO THE RESPONSE TO G-SEC-228, PART A, TO PROVIDE THE TWO UNDERLYING EXCEL SPREADHSHEETS FOR THE TWO EVIDENCE REFERENCES

MR. RUBENSTEIN:  I just want to understand the revised approach to this account.  And as I understand, the purpose of it is -- and this is discussed, I think we have had some discussion about this, is you don't, you know, work -- Hydro One does not want to be penalized or doesn't want to be forced to make a poor decision to meet a year end in-service addition when it may be easier to do it, to finish the work and bring it in service in, you know, January of the next year.

That is the sort of high level -- my understanding of the purpose of this change.  Is that your understanding as well?

MR. CHHELAVDA:  That is correct, as well as sometimes there are circumstances beyond our control that would prohibit us from getting the work done in the year.  So it's really two components, but one is incent the right behaviour to make sure we are doing the right things for ratepayers.  And second is there are circumstances outside of our control that would prohibit us from getting the work done timely, and that should be considered as well.

MR. RUBENSTEIN:  But am I correct, though, that for example if a project doesn't get completed -- you know, it's originally expected to go in service in December of the year, in say 2023, but ultimately for reasons that are within your control it doesn't get put in service until December 2027, you would have -- the account would still, and you do put it in 2027, there would still be no balance in that account?  It would be the same as if you had delayed the work one month versus four years, correct, mathematically?

MR. CHHELAVDA:  Correct, it would allow for the catch-up, yes.

MR. RUBENSTEIN:  Okay.  And then my question is for the purposes of how this -- let's assume the work, the example of a project that was supposed to be in service in 2023 in December, but is actually brought in service in 2024 in January.

For the purposes of your asset continuity schedules, and that become relevant again when you rebase in 2028, will the project be considered in service in December 2023 or January 2024?

MR. CHHELAVDA:  The project would be considered in service when it's actually placed in service, so it would be January 2024.

MR. RUBENSTEIN:  Okay.  Can I ask you now to turn to G-SEC-221?  So we had asked you for each of the transmission and distribution business to provide a table that includes the following information for each DVA: account number, account name, principal balance at the end of 2020, total balance including interest/carrying charges, and the balances requested for disposition.

And you point us to the evidence, and then I actually -- what I was looking for in this interrogatory, so you understand, is one -- is in, I guess, one or two tables for transmission/distribution shows every account, not just ones you are seeking disposition, the balances, and then the part, the fifth column, the V here is that the balance you're requesting disposition, somewhere where we see every account, we know the balances in every account, and then tells us essentially which ones you seeking disposition.

There's nowhere in the evidence that I have one place that I could look at for all that information.  I have only the ones you are seeking disposition.  And I think it would be very, very helpful to have one place, one list or at least one list for distribution and transmission that has all of that information, because some accounts you are not seeking disposition.  Maybe parties will take the position you should seek disposition, et cetera.  Is that something you can undertake to do?

MR. CHHELAVDA:  Mr. Rubenstein, I believe the continuity schedules that we have provided should have all DVA accounts.

MR. RUBENSTEIN:  Maybe I was looking at the wrong reference here, or maybe I wasn't looking at the attachments.

MR. CHHELAVDA:  Let me pull up the reference.  G-1-5.


MR. RUBENSTEIN:  Maybe I wasn't looking at the spreadsheet itself.

MR. CHHELAVDA:  If you look now on the screen at G-1-5, attachment 1, I believe this should have all of the DVA accounts.

MR. RUBENSTEIN:  Can you just scroll across to the right for a moment just so I ensure it has all the right information here, or you have completed all the right information here.  A bit further.

I guess -- okay -- all right, that's fine.  I apologize.  I must have been looking at the wrong document.

MR. CHHELAVDA:  Okay.

MR. RUBENSTEIN:  Can I ask you now to turn to A-Staff-013.  And actually, you had some conversations with Mr. Fraser yesterday about this.  If we can go down to part (d)(ii) to the response.  In part 2 you say:

"Hydro One does prepare financial statements that would be compliant with IRFS for the sole purposes of enabling Hydro One to prepare its consolidated financial statements.  Hydro One prepares a special-purpose financial information and a U.S. GAAP to IFRS reconciliation, which is prepared on a best-effort basis."

Do you see that?

MR. CHHELAVDA:  Yes, I do.

MR. RUBENSTEIN:  Can you provide that special-purposes financial information and U.S. GAAP to IFRS reconciliation?

MR. CHHELAVDA:  Given that these are produced for the province for consolidation purposes, there are some restrictions on this information, so I believe we would have to get release from our external auditors, KPMG, as well as, I believe, the Auditor General and/or the province.  So subject to us being able to get those releases we could provide it.

MR. RUBENSTEIN:  Thank you.

MR. SIDLOFSKY:  JT5.16.
UNDERTAKING NO. JT5.16:  TO PROVIDE IF POSSIBLE THE SPECIAL-PURPOSES FINANCIAL INFORMATION AND U.S. GAAP TO IFRS RECONCILIATION.

MR. RUBENSTEIN:  Can I ask you now to turn to A-SEC-45.  And just with respect to the undertaking, if you can't get those releases if you can explain what the basis of the requirement is.  It's not clear to me, at least on the face, why you would need that, but we will cross that bridge when we get there.

So this is with respect to the implementation of ASU28-15 with respect to capitalization of certain hosting costs that are in some service contracts.

So let's start with part (b).  We had asked you what is the -- "if the OEB determined that these amounts should not be capitalized, please provide the revenue-requirement difference at each year", and your response is essentially, well -- and I take it as sort of a high level here, you are explaining that, well, there may be a reduction, a capitalized cost, but now you're expensing this.  And -- but you didn't provide -- and that I fully -- I understand how this works, but you didn't provide the difference.  So -- for each year.  So I was wondering if you could provide the response, if you could provide the response as requested?

MR. CHHELAVDA:  So Mr. Rubenstein, I am just not clear on the ask.  This is a new accounting standard that we have applied, so is the ask that if the OEB did not allow capitalization, if they ask us to deviate from a U.S. GAAP standard, what would be the revenue-requirement impact?

MR. RUBENSTEIN:  Yeah.

MR. CHHELAVDA:  Again, I am not sure who has done that calculation.  I would have to take this back to see what the level of effort would be required to produce this and if we can produce it in the time frame that's required.

MR. RUBENSTEIN:  Sure.  And just to be clear, if ultimately because it's too much work -- and I don't know, you know, an estimate -- don't need to the dollar, just trying to understand what we are talking about order of magnitude here.  That's really the purpose of my question.

MR. CHHELAVDA:  Okay.  And again, because it is a new accounting standard it may apply to multiple projects or initiatives.  So again, at first glance I think this might be a, you know, a significant level of effort, but I have to take it back to make that assessment.

MR. RUBENSTEIN:  Yeah, and my clarification is, just so you know, if you don't -- you don't necessarily need to get to the perfect details here if it's a lot of work, just some high-level assessments is really what I am looking for.

MR. MYERS:  So I think we have that undertaking to take it back and consider it, and if the effort's not too great and the information can be provided then we will do so.

MR. SIDLOFSKY:  So we will make that JT5.17.
UNDERTAKING NO. JT5.17:  TO ADVISE, IF POSSIBLE, RE:  THE NEW ACCOUNTING STANDARD THAT HAS BEEN APPLIED, IF THE OEB DID NOT ALLOW CAPITALIZATION, IF THEY ASK TO DEVIATE FROM A U.S. GAAP STANDARD, WHAT WOULD BE THE REVENUE-REQUIREMENT IMPACT.

MR. RUBENSTEIN:  And then I guess part (a) was asking you the value of the contract, and you say, well, it's actually multiple contracts.  When you respond to that undertaking, if you could -- and I guess you would do that if the context of responding to that -- help us understand just what -- how -- what is the magnitude of the costs that are being capitalized, based on the standard, if you could do that as well.

MR. MYERS:  Sorry, this interrogatory relates to the particular hosting services contract?

MR. RUBENSTEIN:  Yeah.

MR. MYERS:  What multiple contracts?

MR. RUBENSTEIN:  My understanding is there was -- Hydro One's response is this is not -- this doesn't relate to a single contract, but it's a change of capitalization that may affect it now -- I took it it now -- it says may affect number of hosting arrangements and service contracts.  That's my understanding of Hydro One's response to part (a), so that's what I refer to when I say multiple contracts.

MR. CHHELAVDA:  And your understanding is correct.

MR. RUBENSTEIN:  If you can just bear with me for a moment.  Just checking to make sure I... Thanks.

The last question I have -- and it's really -- and I'd ask you to provide -- in OEB Staff A-Staff-7, you were asked to provide or you did in the attachment -- essentially you were asked to provide Excel versions of what I would call the revenue requirement, revenue cap tables, for both TX and DX, and you did provide it in those attachments.

MR. AKSELRUD:  Mr. Rubenstein, I believe the witness for that IR is the prior panel --


MR. RUBENSTEIN:  Okay.  Well, I --


MR. AKSELRUD:  -- custom and rates.

MR. RUBENSTEIN:  I am going to ask you to undertake to do something, so maybe you could -- the question is not about the actual tables, just to be clear.  I am just using that as a base for a moment.

I was asking if Hydro One can update those tables and those calculations for both TX and DX to account for two things:  first, the Board's most recent ROE numbers and cost-of-capital numbers that were provided, I believe, in November; and, two, the Board's most recent inflation numbers for the -- for 2022.  You are using both for the cost of capital and the inflation, the ones that are in place for the previous year.  Can you undertake to update those tables and provide them in Excel format?

MR. AKSELRUD:  We could take it back and see what we could do in the time frame.

MR. RUBENSTEIN:  Okay.

MR. SIDLOFSKY:  JT5.18.
UNDERTAKING NO. JT5.18:  TO UPDATE THE TABLES IN THE ATTACHMENTS TO A-STAFF-7 FOR MOST RECENT OEB COST OF CAPITAL AND INFLATION UPDATES, AND ALSO PROVIDE THEM IN EXCEL FORMAT.

MR. RUBENSTEIN:  All right.  And --


MR. CHHELAVDA:  Mr. Rubenstein, just, your previous question on SEC 45, where you asked about the amount of costs that would be capitalized going forward, if I could just direct your attention to OEB Staff interrogatory 18, response (a) and (c), so (a) will provide the amounts for the test year, 2023, and then the response at part (c) will provide you the amounts for '23 to 2027.

MR. RUBENSTEIN:  Okay.  Well, thank you very much for that.

Well, thank you very much, panel, thank you for your assistance.  Those are all my questions.

MR. SIDLOFSKY:  Mr. Rubenstein, thank you.  It is 10:25 right now.  I think we can move on to Energy Probe.

MR. LADANYI:  Yes, we are ready to go.

MR. SIDLOFSKY:  Mr. Ladanyi.
Examination by Mr. Ladanyi and Dr. Higgin:

MR. LADANYI:  Yes, I am ready to go and I will ask a few questions and then Dr. Higgin will take over.

My questions are entirely for Joel Jodoin, who is not here, but I understand there are two witnesses who are here and ready to speak to his evidence.  Is that right?

MR. AKSELRUD:  That's correct.

MR. NAVA:  That's correct.

MR. LADANYI:  So my first several questions are related to Energy Probe, D-Energy Probe-54.  And this deals with agreements between Hydro One Networks Inc. and Hydro One Telecom Inc., and the evidence is actually in Exhibit D, tab 2, schedule 3, page 5 that I referred to and will be referring to also the previous page, which is page 4.  You can turn to that if you like, but let's look at the answer first.

My first question asks for more details of this agreement.  And in the answer, you mention a dark fibre IRU agreement.  Hydro One Networks agreed to grant to Hydro One Telecom Inc. and Hydro Telecom agreed to acquire HONI's on an IRU basis.

What is an IRU basis?  What does that mean?

MR. NAVA:  That just means the indefeasible right of use basis.  It's more so a telecom terminology.

MR. LADANYI:  Correct, now when I look at the answer (b), I wanted to actually have a better understanding what is indefeasible.  Does that mean perpetual?  Or what exactly does it mean?  It may also be in the answer to (c) as well.

MR. NAVA:  It just means a long period of time.  So in (c), we just -- yeah, just the long period of time.

MR. LADANYI:  So I understand there are actually three agreements made out with Telecom, is that right?  There is the -- if you look at Exhibit D, tab 2, schedule 3, page 4.

MR. NAVA:  Yeah, that's correct.

MR. LADANYI:  Sorry.  If you look at page 4, the bottom of page 4, there is a discussion about a use of microwave towers.  And on the next page, there is the agreement with dark fibre and then Telecom Fibre lease.

So there are separate agreements.  Now first, what is dark fibre and how it is different from fibre optic?  What does that mean?

MR. NAVA:  I'd have to take that away.  I am not perfectly certain on the actual asset component or description of the difference between dark fibre or regular fibre.

MR. LADANYI:  The answer to Energy Probe 54 talks about lighting up a fibre.  That means that -- I guess the fibre is dark and then Telecom lights it up, uses it, so there is a -- is that how it works?

MR. NAVA:  I would have to take that away.  I am not certain on that information.

MR. LADANYI:  We might get to an undertaking, yet.

MR. NAVA:  Sure.

MR. LADANYI:  I understand this is more of a financial panel than a technical panel.  But nevertheless, the evidence is Mr. Jodoin's.  So these agreements are in agreement with the OEB's Affiliate Relationship Code, are they?

MR. NAVA:  That is correct, yeah.

MR. LADANYI:  So how much is Telecom being charged?  Is it being charged on a fully allocated basis, or is it being charged at market rate for the use of these facilities?

MR. NAVA:  I can only speak to the general process of the affiliates process and how it works, the revenue requirement.  Each line of business would be accountable for their own actual agreement through our self-certification process.  So any specifics on that I would have to take that away.  It is my understanding it would be market competitive price or a fully allocated basis, but I don't have that information at the moment.

MR. LADANYI:  I am assuming that the revenue from the use of these facilities, which is the towers and the fibre cable, is then credited back to Hydro One Networks, i.e. to the ratepayers.  Is that right?

MR. NAVA:  That is correct.

MR. LADANYI:  So I am trying to understand how much money this is, and maybe it's somewhere in evidence.  But if I can take you to Exhibit D, tab 2, schedule 1, page 1.  So it's D2, schedule 1, page 1.

On transmission external revenues -- there we are, keep going down.

So we see that table, Table 1.  Are these revenues inside other external revenues on that table?

MR. NAVA:  I believe so.  If we can just scroll down though to where we discuss the other external revenues, I believe we have -- if we can just keep scrolling down to the section where it states "other external revenues", I don't recall which section.  Yeah, keep going down.

MR. LADANYI:  I think it's on page 6.  But there's not a lot of detail on page 6.

MR. NAVA:  Yeah, so I can confirm that those revenues associated with that dark fibre agreement would be included in this bucket, which in turn would reduce the rates -- or sorry, the revenue requirement.

MR. LADANYI:  So in here, those revenues are aggregated with other revenues on that affiliate schedule.  So could you actually tell us how much -- we are coming to the undertaking because you probably don't know -- how much Hydro One Networks is charging Hydro One Telecom?  So if you could break this table out and separate out what Hydro One Telecom is being charged?

MR. CHHELAVDA:  Mr. Ladanyi, it's Mr. Chhelavda here. As we put on the record yesterday, we noticed an inconsistency with one of the variance accounts that looked at this external revenue category.  So we agreed by way of undertaking to provide an update if there were any changes that were required to certain of interrogatories or this piece of evidence.

So at this point, given that we put that on the record, I don't think it would be appropriate to take that undertaking until we've resolved the issue.

MR. LADANYI:  Thank you, Mr. Chhelavda.  I was -- actually, since you did mention it and I heard that yesterday, when you actually update this information -- and I believe you will be updating it -- can't you actually break out the number that Hydro One Telecom is paying to Hydro One Networks?

MR. CHHELAVDA:  To the extent that that information is available, I think we could provide it.  But again, we would just look to update, you know, conclude our review and then update the appropriate evidence and interrogatories as required.

MR. LADANYI:  I just want to explain where I am getting to, so I don't surprise you.  Our position will be that the value of what Hydro One Telecom is getting from Hydro One Networks is far greater than what it's paying, considering the importance of these types of services and the competition in that field.  And then the ratepayers are probably subsidizing Hydro One Telecom.

So that would be our position when we get to the main part of the case; this is only a technical conference.  So I am not going to ask you an undertaking now.  We will pursue it later, and we will see where your numbers take us.

Now, can I go to another question, which is Energy Probe number 55, and this was just a simple question whether the service level agreements are audited, and your answer is that nobody audits these agreements.  Is that right?

MR. NAVA:  Yeah, there's no audit that has been undertaken through internal or external.  However, I would like to point out that there a regulatory affairs group that is accountable for ensuring compliance with our -- so there is a process involved and it's done annually.  There's a self-certification process that ensures compliance with these standards with the OEB.

MR. LADANYI:  So is there some kind of -- since you mention self-certification, is there a signed document from somebody to somebody saying that I have reviewed these SLAs and they are in compliance with the OEB's requirements?

MR. NAVA:  That is correct.  It's my understanding that there is a self-certification statement that's provided annually to the OEB, it's signed by the company's CEO, and each representative from the line of business as well.

MR. LADANYI:  And that's not in evidence in this case.  It's provided separately; is that right?

MR. NAVA:  Yeah, it's a separate process with the OEB, correct.

MR. LADANYI:  Is it possible for you to actually file this document, the most recent version of it?  I am not asking anything that you probably haven't done already.  So it would be something you have given to OEB within say the last year or so and that does -- that actually certifies that these agreements are all appropriate.

MR. NAVA:  We can take away that on a best-efforts basis.  I am, again, I am not accountable for that process specifically, but we can take to see what's available, and if we can we will provide that.

MR. LADANYI:  Can I have an undertaking for that?

MR. SIDLOFSKY:  Yes, Mr. Ladanyi.  That's JT5.19.
UNDERTAKING NO. JT5.19:  TO FILE AS POSSIBLE THE MOST RECENT VERSION OF THE SELF-CERTIFICATION AGREEMENT FOR SERVICE-LEVEL PROVIDERS.

MR. LADANYI:  And now I will hand it over to Dr. Higgin for the remainder of Energy Probe questions.

DR. HIGGIN:  Is my sound okay, everyone?  Yes?  Thank you.

One of my questions regarding Mercer has been asked by Mr. Rubenstein, so I still have two questions left.  My first question relates to issue 8(24) on the Board Staff consolidated issues list, and that's defined benefit pension contributions.  My goal is not to debate the issue but just to get more info on the record for the settlement conference.

So please turn up E8 Energy Probe 70 that Mr. Rubenstein referred to a while ago.  I'd like to start with part (b) and the response to part (b).  And I'd also like to start with the small number 1 at the bottom on line 21, then that paragraph carries over on to page 4.  So it's that paragraph where I am going to ask my first question.

So the first question is can you explain the link between the valuation, the actuarial valuation, and the employer and employee contribution ratios?

MS. LILA:  Can we request a breakout room, please.

MS. SANASIE:  The room is open.

MR. CHHELAVDA:  So Mr. Higgin, perhaps I can answer that.  The valuation will determine what the total contribution has to be for that given year, and then, you know, then we have our employee contribution, which is a fixed amount, and then the balance or remainder will be the employer contribution.

DR. HIGGIN:  So thank you.  So just as a follow-up, so if employee contributions increase, say they did as a hypothetical, the valuation will increase and the actuarial deficit or surplus will increase or drop; is that correct?

MR. CHHELAVDA:  So the contributions would not determine if there's an actuarial surplus or loss, but to your point hypothetically, if the employee contributions increase, it would be as a result of the total contributions increasing, which also increased the employer contributions, if -- does that answer your question?

DR. HIGGIN:  Yes, because there a ratio, as we are going to discuss.  So I will just complete the answer if you could.  What would happen to the valuation and the deficit or surplus that was found if the ratio changed either way, I oppose either way.

MR. CHHELAVDA:  So the ratio wouldn't impact the surplus or loss, because that would be a function of the actuarial valuation, so it would be a lot of input into it, so discount rates, performance of the fund, investments, et cetera, so the contributions would just be output of that valuation.

DR. HIGGIN:  Okay.  So just to repeat, so if the ratio changed, what would that do to the valuation?  If instead of the current numbers which we have in part (a) -- if you want me to go back and look at the current numbers, they are in the answer.  I didn't want to go through those -- to show what would happen in part (a), what would happen if those numbers for any of the employees -- just use the chart, any one.  Let's look at the Society, for example, for the Society.  There we are.

So I am just saying, here is the ratio currently for 2021, and this shows the ratio for the two employees -- for these employees.  So I am asking you this question.

If through whatever reason the employee portion went up, what would happen, then, to the valuation of the pension fund?  That's the question.

MR. CHHELAVDA:  So Mr. Higgin, I am -- I am not understanding your question, and the reason why is the -- if you look at that chart of 2021, it's just telling you what -- how much the employees contributed and how much the employer contributed.  It doesn't actually have a bearing on the valuation.  The valuation is produced, and it's our statutory -- because it's on a cash basis, it's our statutory requirement of what needs to be contributed to the pension plan in a given year.

And so what this chart is showing you is of that amount, so assume it's $100, of that $100 employers are contributing 54, the employees 46, so it doesn't have a bearing on what -- if the plans mean in surplus or deficit.

DR. HIGGIN:  So can we go back to the answer that we started with, and that is part 1 of part (b).  And move down a little bit to further down the page, and you discuss the link there in the paragraph at line 14.  So that seems to me to say because the valuation is higher now the employer has to make up that difference.  Is that what you're saying?

MR. CHHELAVDA:  That would be correct.

DR. HIGGIN:  Not the employee?  No, because, quotes, you said it was fixed.  Why is it fixed?

MR. CHHELAVDA:  So the -- can we just request a breakout room, please.

MS. SANASIE:  Sure.  It is open.

[Witness panel confers in breakout room]

MS. LILA:  Dr. Higgin, the response to your question is provided in part 2 below, so if we could scroll down to lines 20 to 28.  The employee contribution levels are fixed, as you say, because these are established through the collective bargaining process.

DR. HIGGIN:  Yes.  So over the term of the IRM plan, then, there will be collective bargaining agreements during that term, am I correct?

MS. LILA:  That's correct.

DR. HIGGIN:  So one of the items that is subject to negotiation is exactly the PCR ratio and the contribution of each of the employee and employer.  Am I correct?

MS. LILA:  Sorry. can you define what you mean by PCR?

DR. HIGGIN:  Well, I am sorry it sounds like a COVID test.  The pension contribution ratio.

MS. LILA:  No, the pension contribution ratio is not subject to negotiation.  It's the employee contribution levels that are subject to negotiation, because the ratio is established from the valuation and the total contributions, and then the employer contributions.  So what's subject to negotiation is the employee contributions.  You're correct in that.

DR. HIGGIN:  Thank you for that clarification, but that will change, as we will look at in a minute, the PCR ratio going forward.  Am I correct?

MS. LILA:  I think you're asking me if employee contributions change, will that change how much the
total -- how much the employer has to contribute, and the answer is yes.

DR. HIGGIN:  Okay.  So now we come to the question, and can we just look at one of the charts?  It doesn't really matter, let's look at the new charts at the bottom of the answer which looks into the future.  Any one of them, it doesn't really matter, just for the conversation.  Look at the Society since we looked at that.

And as you know, and I have said I am not going to debate this, this shows that the PCR will dramatically change over the outlook period, am I correct?

MS. LILA:  Yes, that's correct.

DR. HIGGIN:  So what does this mean?  Am I correct to say that we are going from 46 for the employee, 54 percent for the employer, which is close to the 50/50 target which has been the OEB's target for most companies.  It's going from there to 37/63 in '22 and '23, is that correct?


MS. LILA: Yes, that's correct.

DR. HIGGIN:  So you can understand, then, what I want to know is what are the offsetting cost reductions for Hydro One and its ratepayers from this change?  In other words, am I correct, one, that Hydro One is going to have to contribute more to the pension and relative to the employee, but more, and there will be an additional cost of achieving these higher ratios?

MS. LILA:  I think your question, Dr. Higgin, is that is the employer going to have to pay a higher amount.  And that's true.

DR. HIGGIN:  So can I ask you, relative to the base of 2021, how much the employer will have to pay in 20 -- so relative to '21, for bridge '22, and test year 2023?  How much extra in dollars will the employer need to pay?

MS. LILA:  Can we request a breakout room, please?

MS. SANASIE:  The room is open.

[Witness panel confers in breakout room]

MR. CHHELAVDA:  Dr. Higgin, if I can draw your attention to Exhibit E-7, Schedule 1 on page 3 of 14.
We -- I will just wait for it to be pulled up.

So on page 3 on lines 20 to 23, we provide the defined benefit pension contributions of each of 2018, '19, and '20 for transmission distribution.  And then in further schedules on pages 5 onward we provide the transmission and distribution projected contributions from '23 to '27.

One thing I would like to point out is the contributions from '23 to '27 are a point-in-time estimate, could be subject to change.  And the one thing that we are seeing right now is as all of the pension plans that were impacted by some macroeconomic conditions that are causing the pension costs to be higher.  So, you know, this can change once the next valuation is completed.

So I just think if you do a comparison right now of 2021 and 2022 to these future forecasts, it may provide an imprecise data point.

DR. HIGGIN:  Yes, exactly.  That's why I would like an undertaking, please, that you calculate for me the difference in [audio dropout] base and for the test year 2023 --


[Reporter appeals]


DR. HIGGIN:  So I will repeat my request.  My request is for Hydro One to provide me through an undertaking the calculation showing the employer pension contributions for, as a base year, 2021, and for test year, 2023, and then I will just ask, can I assume '23 will continue or like this schedule there's going to be forward changes?  But anyway, the first question is to please provide that calculation by undertaking.

MR. CHHELAVDA:  We can do that.  And Dr. Higgin, just to answer your question, the 2023 number will more than likely change as a result of the new valuation.

DR. HIGGIN:  In fact, yes, thank you, we had discussion on that.

Now, the last question is the linkage --


MR. SIDLOFSKY:  Sorry, Dr. Higgin, we will make that JT5.20.
UNDERTAKING NO. JT5.20:  TO PROVIDE A CALCULATION SHOWING THE EMPLOYER PENSION CONTRIBUTIONS FOR, AS A BASE YEAR, 2021, AND FOR TEST YEAR, 2023.

DR. HIGGIN:  Thank you.  So my last question tries to link this.  So the question I am asking, the Mercer report and particularly the benefits portion of that comparison, what assumption does Mercer use in the compensation benchmark study, the reference, if it's a particular calculation.  And then I need to compare that to the 2021 and 2023 benefits portion; i.e., pensions.  What does Mercer use?

MR. STERNBERG:  I am not sure if it was just me.  Your audio, Dr. Higgin, for the first part of that question was cutting in and out a little bit, and there were some issues --


DR. HIGGIN:  Well, I will --


MR. STERNBERG:  -- I don't know if the witnesses heard, but perhaps you could repeat the question.

DR. HIGGIN:  Yes, I will repeat the question.  So what assumption does Mercer use in the benefits portion of its compensation benchmark study regarding pension costs for the -- for Hydro One, which is combined for both transmission and distribution.  I'd like to understand what is the assumption that Mercer has used and ask for the reference.

MS. LILA:  Dr. Higgin, if I could draw your attention to Exhibit E, tab 6, Schedule 1, attachment 1, Appendix C, which starts on page 34 of the report.

In this appendix Mercer outlines all of the assumptions that they have used for pension and benefits purposes, and those are described on the subsequent pages through to page 35, 36, and into page 37.  So I think that provides some detail of their underlying assumptions that have been used.

DR. HIGGIN:  So just to confirm, these data would be 2020?  In other words [audio dropout]


MR. STERNBERG:  Sorry, Dr. Higgin, we can't --


MS. LILA:  Dr. Higgin, we can't --


MR. STERNBERG:  -- hear you.

DR. HIGGIN:  [Audio dropout] this interrogatory.  So I am trying to confirm, Ms. Lila, that Mercer is using the data for 2020, which is close to the 2021 charts that we looked at earlier.  And that's the basis on which they did their benchmarking.  In other words, they hadn't taken into account the future change to employer contributions in their benchmark; is that correct?

MS. LILA:  Given that this report was completed by Mercer, I think it's best for them to outline and explain the methodology that was used in respect of pensions, as you requested.

DR. HIGGIN:  So thank you.  If you could ask them that question.  And just to be clear, you understand that I am trying to look at what did they use and what would be the impact of this change in employer contributions, and how would that affect the benchmark they have provided in respect of pensions.  That's the question.

MS. LILA:  Thank you for that clarification.

DR. HIGGIN:  Thank you.  So thank, you Ms. Lila --


MR. SIDLOFSKY:  Sorry to interrupt, but were you looking for that as a separate undertaking, Dr. Higgin, or is that part of JT5.20?

DR. HIGGIN:  No, it's a separate one going to Mercer.

MR. STERNBERG:  We will make the inquiry of Mercer.

MR. SIDLOFSKY:  Thank you, JT5.21.
UNDERTAKING NO. JT5.21:  TO ASK MERCER TO CONFIRM THE USE OF 2020 DATA IN ITS BENCHMARKING; THAT THEY HADN'T TAKEN INTO ACCOUNT THE FUTURE CHANGE TO EMPLOYER CONTRIBUTIONS

DR. HIGGIN:  Thank you, Ms. Lila, for your responses.  I'd like to just finish my questions with the one last question, and this is on tab 8, schedule E, Energy Probe 72, and I just want to look at the table you have provided in this response in part (a).

So can you just confirm what was asked for and what does this table show here?

MR. AKSELRUD:  If we can please scroll slightly down to the witness name.  I believe the appropriate witness would have been Stephen Vetsis and the rates and custom IR panel, Dr. Higgin.

DR. HIGGIN:  Okay.  I still would like to ask an undertaking if you understand what I am asking for, and tell me if you will provide it.

So what I am looking for is to take the table and just ask you this simple question first.  How much have you spent to date in the right-hand column of the 15 million there?  To date, how much have you spent up to this point?  You can use any date you want, wherever you have your bills in, or you could project the end of the year, it doesn't matter.  Just the question is how much has been spent to date?

MR. STERNBERG:  Dr. Higgin, can you assist in what way you say it's relevant to know at this point in time, December 2021, how much has been spent?

DR. HIGGIN:  I would say it's quite relevant because we are looking to a settlement conference, okay.  So knowing how much of this 15 million has been spent to date is important information for intervenors.

MR. STERNBERG:  It's one thing to share it for purposes of a settlement discussion; it's a different question in respect of different potential relevance in respect of the matters that ultimately the Board may have to decide if this matter goes to a hearing.

But having said that, rather than taking up more time, we will undertake to take that back and if we are prepared to provide the information, we will.  And if we take issue with the request, we will advise.  We will take it back to Mr. Vetsis, who is the appropriate witness responsible for this IR.

DR. HIGGIN:  So you will know that I will be asking this question in the settlement conference anyway.

The other thing is that are on the rows, on the studies and consultant's row --


MR. SIDLOFSKY:  I am going to interrupt you.  We will make that JT5.22.

DR. HIGGIN:  Okay, sorry, I keep doing a Mr. Rubenstein here.

MR. SIDLOFSKY:  That's okay, I am used to it.
UNDERTAKING NO. JT5.22:  TO CONFIRM HOW MUCH OF THE $15 MILLION HAS BEEN SPENT, OF THE $15 MILLION SHOWN IN TABLE EP72

DR. HIGGIN:  I am looking at the row that is the studies and consultants, and I'd like to know -- if it's not on the record, if it is tell me, if not -- I'd like a list of the studies and the costs.  I expect it will be confidential, and you can file it as such.

MR. STERNBERG:  We can -- I had trouble with the audio at the start, but I think I heard the request you made and we can include that as part of the last undertaking on a similar basis --


DR. HIGGIN:  I think I would rather have a different undertaking, please, if we could.

MR. STERNBERG:  That's fine, so we will undertake to take that back and consult with the appropriate witness and either provide the information, or if we aren't in a position to do so, we will advise.

DR. HIGGIN:  So this is, again a question you may have to ask -- go ahead.

MR. AKSELRUD:  Dr. Higgin, I am wondering if what we have on the record might clarify some of your questions.  In SPF1.3, we have provided a list of all of our studies, including in the application and SEC, I believe 48 we have provided the retainers for each study and I believe including costs, which are on a confidential basis.

DR. HIGGIN:  Yes.  I just said if that is on the record and there's nothing to add, I will use that for my information.  So I won't ask for the undertaking if you confirm that that is all on the record, in the confidential record.

MR. AKSELRUD:  Yeah, I believe we have provided all of our retainers and fees.  So maybe to the extent that it's not what you were looking for, maybe you can ask at some later point.  But we have provided all the retainer agreements.

DR. HIGGIN:  They all include the costs for each one, you just said?

MR. AKSELRUD:  They include the fees.

DR. HIGGIN:  Thank you.  Thank you very much for that. So I have a question, but you may take it to Mr. Vetsis since this is his wheelhouse.

MR. STERNBERG:  Sorry, if I may, Dr. Higgin, just so the record is clear, are we striking the prior undertaking?

DR. HIGGIN:  I am not requesting it based on the response that it's already on the record.

MR. STERNBERG:  Okay, thank you.

DR. HIGGIN:  Okay.

MR. SIDLOFSKY:  Sorry, just to be clear, the last undertaking I have then is JT5.22, and that speaks to the 15 million -- how much of the $15 million has been spent, of the $15 million shown in table EP72.

MR. STERNBERG:  I think that undertaking still stands.  I was speaking to the next undertaking, but perhaps it hadn't been marked yet, that Dr. Higgin was asking about which related to the retainers and studies of experts.

MR. SIDLOFSKY:  That's right.  I think we were leading to a undertaking, but that's not happening.

MR. STERNBERG:  Thank you.

DR. HIGGIN:  My last question is do you have any idea, maybe you do or don't, if the case proceeds to settlement and all of the issues are settled, do you have any idea how much will be saved?

MR. STERNBERG:  It strikes me that that would be a matter of settlement discussions and subject to settlement privilege.  So perhaps that can be -- perhaps that discussion can be pursued as part of the settlement discussions.

DR. HIGGIN:  Right, thank you for that.  So anyway, those are my questions, panel, and thank you very much for your answers and have a good day.  Thank you.

MR. SIDLOFSKY:  Thanks, Dr. Higgin.  It's now just coming up on 11:15.  Let's take our morning break, and we will come back at 11:30 with questions from AMPCO followed by VECC.  Thank you.
--- Recess taken at 11:15 a.m.

--- On resuming at 11:34 a.m.

MR. SIDLOFSKY:  We are back after the morning break, and I will mention that Ms. Grice from AMPCO has advised that AMPCO has no questions for this panel.  So we are going to move on with Mr. Garner in just a moment.

I had mentioned this morning that I -- there was one item that I need to deal with, and that is the exhibit that follows up from Undertaking JT4.2 yesterday.  We are going to mark this as Exhibit KT5.1, and we will be distributing a copy of this on the public record.

Exhibit KT5.1 is a list of identification numbers for the entities that Mr. Hovde was inquiring about yesterday in his questions, so that is the -- that's the list of entities that flows from Undertaking JT4.2 given yesterday by panel 3.
EXHIBIT NO. KT5.1:  LIST OF IDENTIFICATION NUMBERS FOR THE ENTITIES THAT MR. HOVDE WAS INQUIRING ABOUT YESTERDAY IN HIS QUESTIONS, THE LIST OF ENTITIES THAT FLOWS FROM UNDERTAKING JT4.2, GIVEN YESTERDAY BY PANEL 3.

MR. SIDLOFSKY:  Thanks.  And that's it for me.  If no one else has any preliminary matters, let's go on to Mr. Garner.
Examination by Mr. Garner:

MR. GARNER:   Okay, thank you.  I see myself -- we are on the record.  I didn't see the video thing -- audio thing going, unless I am told otherwise.

So good morning, panel.  My name is Mark Garner.  I am a consultant with the Vulnerable Energy Consumers Coalition.  I only have very few number of questions.  If you get them all right there's a prize.  The first one is going to be for you, Ms. Lila, and I know you have gone through this this morning quite a bit with other people.

If you remember the Society interrogatory -- we probably don't even need to pick it up -- 7, which had the Inergi adjustments that we're talking about and then Mr. Rubenstein talked about it again, and they were speaking to the 250, the 223 this morning, and just on that point so I can make sure I have got it straight in my head, what happened was you thought 250 FTEs were coming back from Inergi, but for whatever reason they either didn't want to come back or you didn't want to come back, whatever that was.  About 27 were shy of that, so you are getting 23 coming in and you are going to have to make up the difference by hiring roughly 27 employees; is that how I look at it?

MS. LILA:  Yes, that's correct, Mr. Garner.  I just want to clarify one point in terms of how we plan for our FTEs generally.

Generally speaking, when we plan FTEs we look at what's the need of the business on a go-forward basis, and that's what's used to determine what is the plan for the go-forward years, and that requirement is determined by the line of business, and as I said, you know, 250 or 223 is coming from a source from that Inergi portion, and whatever the remainder is of that line of business that articulated that they require will be filled.  Does that help?

MR. GARNER:   Yes, that helps me for the second part of what I was -- originally wanted to bring up about the question.  I asked a very similar question at VECC 81, and that's why I am bringing this up, and you referred me to this question, which may be the response that I need, the only response I need.

But my question was slightly different.  My question was beyond Inergi, so I was looking for, were there any, in addition to Inergi, which you have provided, were there any other activities where you were going to be bringing in FTEs from, let's say an outside contractor, used to be done outside, and now you were going to have those inside.  So I was really trying to understand, just so you get the context, when I was looking at the employee number, was I also seeing costs that were just being readjusted?  Do you know what I mean?  You had employees that were really contracted out, but now they are showing up as FTEs, and that's what kind of Inergi is about.

So just to ask my -- get a full response to my question, is there anything other than Inergi that's material, so to speak, of employees you are bringing back into the -- or people you are bringing into the utility who were previously under a contracted regime and therefore not showing up in your FTE -- historical FTEs?

MS. LILA:  No.

MR. GARNER:   No.  So this is then the complete response, and that's all I wanted to clarify, thank you.  That's -- I think that's my only question for you.

And I think the next question I have, and a lot of the questions I have now, are for you, Mr. Chhelavda.  And where I really think I should start is, while it's fresh in my head, is this morning's discussion with Mr. Rubenstein on the proposal for a midterm or no midterm adjustment.  And I had a very similar question to the one he brought you to from London Property Management.  And what I was -- I was left a little bit perplexed still at the end about your -- what's being proposed here, because if we do go to the evidence that you referred us to at F1, I do think it does say there specifically that you are looking to whether you will make a midterm adjustment to the application.

I don't know if we can bring up that reference.  I had it somewhere in my own notes here, but it's F-1-1, I believe.  And what I heard this morning was, no, we are not going to be seeking as part of this application a midterm adjustment.

So I just wanted to be clear that the resolution to the evidence that says we are yet to decide has now been decided.  So if I am at F-1, tab 1, Schedule 1, page 1, third paragraph, "Hydro One is considering a proposal for a midterm update to the 2026 and '27 capital parameters", and what I heard this morning is, no, we are not proposing that midterm update.

MR. AKSELRUD:  Mr. Garner, perhaps it might be helpful if we pull VECC 85 IR.

MR. GARNER:   Sure.

MR. AKSELRUD:  And as we outlined in part (a) of the response, at this point there's no amendment to the application to include a midterm update.  In the event that anything changes, as Mr. Chhelavda indicated, or as we state in the evidence, we will update, amend the application in due course, and we will let the parties know, so --


MR. GARNER:   I read that, and, I mean, here is where obviously we are going, right?  In August -- in August -- it may be August -- in February, I believe, we are going to be in the ADR and we are going to look at a proposal of this utility.  Right?  You have a proposal or you don't have a proposal.  On this issue what I heard is you do not have this proposal for a midterm, and therefore I can -- I proceed, and the record is that you are not proposing that; right?  And the reason I also bring it up, just to ask the next question, is Mr. Rubenstein at the end, the way you left that was, no, we're not, but we kind of -- we'd use it like we'd use a Z factor.  And the Z factor is when you come into the Board and look for relief that's outside of your plan.

So you have a plan, a five-year plan.  You're required to live within that plan.  As I understand the Board's rules about this, there are two ways to get out of that plan, an off-ramp and a Z factor, and a Z factor doesn't really work to change your rates if you look at the Z factor, it works to basically create a deferral account to capture costs like storm costs, et cetera.  So it's not a way to adjust your rate plan, that's an off-ramp, and that triggers when your rates return or outside of certain bands.

So what I am saying is if one were to say right now, okay, that's your application, and we agree, and it's all done, you wouldn't be eligible to change your capital parameters to change your rates under a five-year plan; would you?

MR. MYERS:  If I can just interject, Mr. Garner, I think the reference to the Z factor, that was not made by the witnesses, that was made by SEC.

Secondly, I think they have answered the question that there is currently no proposal for a midterm update and that the application -- if an extraordinary circumstance arises, that the application would be amended --


MR. GARNER:   Well, that's fair enough, and I hear both of those, that right now there is no -- the question at this Exhibit F is there is no midterm update in the current proposal.  I accept that.

But then let me -- let me just put it to the panel.  Do they believe that a Z factor or otherwise would allow them to -- under the plan now you have just said without this midterm adjustment approved by the Board -- would allow them to approach the Board to change cost-of-capital parameters inside the plan?  I mean, that seems important to me if you have that understanding, because it would be very different than my own.
     MR. MYERS:  As I said, the reference to the Z factor did not come from our witnesses.
     MR. GARNER:   I understand that.  I heard you.  I am asking the panel do they think that would allow them to do that.  I am asking them that explicit question.
     MR. AKSELRUD:  Mr. Garner, I think that question is better suited with the rates and the custom IR panel, who are responsible for the overall framework.
     MR. GARNER:   We can undertake to have them answer, if you'd like; that's fine with me.  It seems it's very important because when we are talking about this later, you either have the same understanding that at least I do, or you have a very different understanding -- which is fine; I mean then it makes me understand that's the proposal and I understand your proposal better.
     MR. AKSELRUD:  I think our proposal is currently we are not asking for a midterm update and to the extent that anything does change, we will modify the application.
     MR. GARNER:   The question is, does Hydro One think the Z factors allows for them to adjust their cost of capital parameters?  If the panel is not able to answer, I am happy to take an undertaking.
     MR. MYERS:  Mr. Garner, Mr. Akselrud has indicated that's not a question for this panel.  So we will take an undertaking on that, unless Mr. Akselrud has anything to add on that point.
     MR. AKSELRUD:  No, I agree.
     MR. SIDLOFSKY:  We will make that JT1.23.

UNDERTAKING NO. JT5.23:  TO PROVIDE A RESPONSE TO THE QUESTION:  DOES HYDRO ONE THINK THE Z FACTORS ALLOWS FOR THEM TO ADJUST THEIR COST OF CAPITAL PARAMETERS?

      MR. GARNER:   The next thing I have this is VECC 7, and I did bring this up with the first panel.  This is about the CISVA accounts, and what I was trying to understand in this question was why there was a different treatment for the transmission account and the distribution account.
And I used the term -- as I was telling Mr. Jesus, I used the term "true up", and then the first thing you said in the response is it's not a true-up.  And then I
thought to myself, okay, so maybe I have got this wrong.
Why is the account not either one -- either one of these accounts, why is "true up" the wrong word to use for what the account does?
     MR. CHHELAVDA:  Mr. Garner, I mean, the reason why, you know, for us "true up" is not an appropriate term to use is we use.  We use true up in the context of things like customer connection, economic evaluation of capital contribution, so you will make an assessment based on preliminary data and then that's trued up.
This account allows for Hydro One to catch up, so
I think it's different.  "True up: would imply that the amounts we have put into the account were preliminary, and that's not the case.

What we are saying is this modification allows us to catch up in the event that we were unable to, you know, complete capital work and in-service something either because economically it didn't make sense for us to do so and it would disadvantage ratepayers, or, if there were circumstances beyond our control that prohibited us from completing capital work and we would have to do it at a later stage.  So that's why the word "catch up" is more
appropriate, in our view.
     MR. GARNER:   Okay, that's fine.  I don't want to quibble about the language, but I think I understand what you're driving at.
Now, the other thing in this account is the way catch up is being done, and the distribution does it on an annual basis and the transmission does it on the end-of-term basis, correct?
     MR. CHHELAVDA:  I am sorry, Mr. Garner, maybe it was just me, but I didn't quite catch the last part of your question.
     MR. GARNER:   I was saying that I thought, and you can
correct me if I am wrong, that these accounts work slightly
differently.  The catch up -- the word you're using –- for distribution is done an annual basis, but for the
transmission account, it's done on the end-of-term basis, like the five-year -- at the end of the five-year basis.  Have I got that correct?
     MR. CHHELAVDA:   Yes, that's the modification we are proposing, and the reason for that is the capital -- the transmission capital tends to be multi-year in nature, longer terms, whereas distribution tends to be more contained, annual base.  So that's the reasons why.
     MR. GARNER:   Right, I sort of got that.  There are bigger projects in transmission that tend to overlap into different periods, right.

Now you said you were -- amenable isn't the right word, so I don't want to put words in your mouth.  But in the response, you said you are open on the having the distribution account work like the transmission account.

But would it be fair to say you are not as open to have the transmission account work like the distribution account because of that reason?

     MR. CHHELAVDA:  That would be correct.
     MR. GARNER:   Right.  And on the same basis that you're driving the -- or you are making a decision or proposal of different periods to catch up on them, I was just wondering about why then wouldn't the base -- the band be different?
So you are using a 2 percent dead band, that was also my question, for both of them.  But just to put to you, like if you had the bigger projects like you're talking about, would they not be more likely to hit larger variations because of the size of the project, you know, you have a huge project that's one project, whereas distribution you have 100 projects, so there's a lot of mix and matching in it.  Do you know what I am saying?
So the bands are exactly the same, and you didn't think there was any reason to have the bands be slightly different for the -- did you give any consideration to that?
     MR. CHHELAVDA:  Can we have a breakout room, please?
     MS. SANASIE:  The room is open.

[Witness panel confers in breakout room]
     MR. CHHELAVDA:  So, Mr. Garner, I do appreciate what you're saying in terms of, you know, the transmission capital is multi-year, larger in nature, you know.
One could argue that the dead band perhaps should be larger, but we want to maintain a certain level of consistency between the two variance accounts.  And we manage our capital, TX capital over a long-term horizon so we thought the 98 percent -- or the 2 percent dead band is just -- it incents us to be, you know, to manage the TX work portfolio in a consistent manner.  It's in the best interests of ratepayers, so for that reasons we thought consistency was important.
     MR. GARNER:   You are guiding toward consistency, thank you.  I’d just add that the distribution or the distribution band could be lower, so.
But my next one is again for you.  We asked it at VECC 24, but it was C-Staff-182 where you responded to this.  This is about capitalization rates in general, but it was basically about the benchmarking that PwC had done for you about this.  And one of the -- as I recall in that response, one of the things that was basically said by your consultant was one of the reasons for the differences in capitalization was, in their view, that Hydro One
did more self-construction than other similar LDCs.
 And my question was a little different than Staff's in that I was really -- and I am wondering through you if you would undertake to ask PwC what data is that based on.  So they said in their experience, but they left us no sense of what data, what were they relying upon, other than saying I am an experienced person.
So I was trying to find out is there something they relied upon, either studies and data, something that actually did indicate Hydro One's self-construction is outside of the range of other similar people in the benchmarking.

And I was wondering if I could ask you, through you, to undertake to ask them to provide a response to that?
     MR. CHHELAVDA:  So we could undertake to ask PwC.  However, I mean, when I look at the response, I think they are basing it on, you know, the services they provide to certain clients, whether it be on a consulting or audit basis, but we can undertake to ask them and see what they come back with.

MR. GARNER:   Right.  And to be clear, I am not
even -- I am not trying to get any data they wanted or -- at least at this point, I am not trying to ask them for stuff that they may get from other utilities.  I am simply saying, is there something other than "our experience", or were they relying on something, and could it they be more specific to say what it was they were relying on to make that statement.

MR. CHHELAVDA:  Okay.

MR. GARNER:  Thank you.

MR. CHHELAVDA:  We can do that.

MR. GARNER:  And my --


MR. SIDLOFSKY:  Sorry, let's --


MR. GARNER:  Oh, sorry.

MR. SIDLOFSKY:  Let's mark that as JT5.24.
UNDERTAKING NO. JT5.24:  TO ASK PWC TO CLARIFY WHAT THEY RELY ON IN MAKING THE STATEMENT IN C-STAFF-182 ABOUT CAPITALIZATION RATES


MR. GARNER:   I am beginning to think, Mr. Sidlofsky, it's that you're too slow, not that we always move on too fast, so...

MR. SIDLOFSKY:  I try, Mr. Garner, I really try.

MR. GARNER:   You are going a fine job.

The last question I think I have is actually a very simple one, and it's simply a math question.  Again, it's for you.  It's G-VECC-88.  And I just want you to decipher signs for me.  There's a table, I believe, at VECC 88.  And it's got impacts in the variance accounts, and could you, either now or if you have to undertake it -- I just am trying to figure out, when I look at a negative number here, am I looking at a debit to a customer?  Is that the way reading, a customer owes money under these amounts, when I see the negative in your table?

MR. CHHELAVDA:  I will have to undertake just to confirm, just because different individuals will use the negative signs for different purposes, and I want to make sure I am appropriately interpreting this --


MR. GARNER:   I am very glad to hear that, because otherwise I would just look really stupid, because I couldn't figure it out either, so I do appreciate that.  I -- because I have the same problem.  You see them here both ways sometimes.

MR. CHHELAVDA:  Yeah.

MR. GARNER:  Just let me quickly check --


MR. SIDLOFSKY:  That will be JT5.25.
UNDERTAKING NO. JT5.25:  REFERRING TO G-VECC-88, TO CLARIFY THE MEANING OF NEGATIVE NUMBERS AS DEBITS OR CREDITS.

MR. GARNER:   I think those are all my questions.  So thank you, panel, and may I wish you all a healthy holiday to your and your family.  Thanks.

MR. AKSELRUD:  Thanks so much.

MR. SIDLOFSKY:  Thanks, Mr. Garner.  I have four colleagues of mine who will be asking questions of the panel.  I will introduce them all now.  Donna Kwan, project advisor; Tina Li, project advisor; David Martinello, advisor; and Andrew Frank, advisor.  And I'm -- sorry, Mr. Martinello -- sorry, Mr. Martinello reminds me that he has no questions, so only three, Donna Kwan, Tina Li, and Andrew Frank.  Ms. Kwan?
Examination by Ms. Kwan, Ms. Li, and Mr. Frank:

MS. KWAN:  Good afternoon, panel.  I am going to start off with OEB Staff A 14.  So this one's on the accounting standard, so in part (a) there's a reference to two approaches, that Hydro One can convert to IFRS either all reporting or regulatory reporting only.  So my question is if the OEB directed Hydro One to adopt IFRS for regulatory reporting, does Hydro One have an idea of which approach it would use, either all reporting or just regulatory reporting?

MR. CHHELAVDA:  So in the event that the OEB directed Hydro One to adopt IFRS, again, I think we'd have to take that back and assess, you know, if it would just be for regulatory purposes or for all reporting.  I can say, you know, having to keep two sets of books is probably not something that anyone looks forward.  Just, you know, it creates double the effort, double the work, you'd have to have systems that are capable of doing this.

I think our response would be informed by a lot of -- a lot of additional analysis that has not been conducted as of yet in terms of how the market react to a change in our basis of accounting, would the financial statements still be useful for our stakeholders, you know, the IFRS standard, the interim standard that's going to be replaced, what the new standard, you know, what are the changes that are forthcoming in the new standard.  So there's a lot of variables that are still undefined, so I couldn't really answer that question at this point.

MS. KWAN:  Okay.  And when you say regulatory reporting, like, if it is regulatory reporting only, would that still be considered two sets of books?

MR. CHHELAVDA:  It would be in the event that, you know, if we were required to follow IFRS for regulatory purposes and let's say we maintained U.S. GAAP for external reporting, yes, it would require two sets of books.

MS. KWAN:  Okay.  So as a follow up to that, in part (d), part (i) of this same IRR, so it does talk about exposure draft for IFRS14 and it says that it has far-reaching implications on recommendation measurement impairment and de-recognition of regulatory deferral accounts, so my question is, if Hydro One was to convert to IFRS, can you confirm that IFRS14 wouldn't have an impact on regulatory reporting?

MR. CHHELAVDA:  I'm sorry, could you repeat the last part of your question?  It wasn't clear.

MS. KWAN:  So if Hydro One was to convert to IFRS, can you confirm that IFRS14 wouldn't have an impact on regulatory accounting -- regulatory reporting?

MR. CHHELAVDA:  Currently IFRS14 would have an impact.  There's also the exposure on the new standard, which would have additional impact.  So whether -- whether Hydro One has to go to IFRS14 or the new IFRS standard, both of them would have impacts on regulatory accounting and, you know, under IFRS14 it would simply just be geography.  Under the new standard it would be on recognition and measurement.  There is the concept of discounting regulatory assets and liabilities, so that would have additional impact.

MS. KWAN:  So I can understand that it would affect your external reporting if you had to report externally with IFRS14, but for regulatory reporting, like, in terms of what you file for RRR217, would that have an impact?

MR. CHHELAVDA:  So to the extent that the OEB did not change its views on how costs are treated, if -- and you applied IFRS14, it should have minimal impact.

MS. KWAN:  Okay.  Moving on to the next interrogatory, which is Staff A15, so part (b), around line 16.

So it says that:

"The extent of which the 208 million of common corporate costs may be prohibited from capitalization under IFRS will depend on the actions of the OEB and whether Hydro One applies IFRS14."

So my question is, if OEB finds that admin and general costs that are not eligible for capitalization under IFRS are also not eligible to be capitalized for regulatory purposes, then would the full 208 million be potentially expensed for OM&A?

MR. CHHELAVDA:  In the event that the OEB changes its stance or views that these costs could not be capitalized or treated the same way that they are currently, yes, there would be -- I would say a good portion of this 208 million would possibly be OM&A.

I would also add there's also costs that are embedded in capital today which is part of our standard labour rates that are treated as directly attributable costs under U.S. GAAP.  Those would be at play as well.

So the 208 is just a subset.  It would be a much larger number.

MS. KWAN:  Okay.  Okay, thank you.  My next question is on OEB Staff A21.  It's on the second page.  Page 2.  Yeah.  So in this response you provide a property plant and equipment reconciliation between the audited financial statements and Appendix 2-BA, so in the reconciliation for both transmission and distribution, only future use land is removed from 2-BA and therefore removed from rate base.  For the other future use assets, which is about 87 million for transmission and 60 million for distribution, can you explain what these assets are?

MR. CHHELAVDA:  I don't have that level of detail with me now.  We could endeavour to get it, but it would just be things that we would use potentially in our operation, so it could be strategic spares, you know, assets that are purchased to be used in other, other initiatives -- I could endeavour to give you the categories of assets that would be included in there.

MS. KWAN:  Sure, can we have an undertaking then?

MR. CHHELAVDA:  Sure.

MR. SIDLOFSKY:  That will be JT5.26.
UNDERTAKING NO. JT5.26:  TO PROVIDE THE CATEGORIES OF ASSETS INCLUDED IN FUTURE USE ASSETS; TO ADVISE WHETHER THESE ASSETS ARE CONSIDERED USED AND USEFUL FOR RATE BASE PURPOSES; TO EXPLAIN WHY THESE ASSETS ARE INCLUDED IN RATE BASE, WHEN THE FUTURE USE OF LAND IS NOT; TO PROVIDE THE AMOUNTS OF THE FUTURE USE ASSETS IN RATE BASE FOR BOTH TRANSMISSION AND DISTRIBUTION FOR EACH YEAR IN THE TEST PERIOD.


MS. KWAN:  I don't know if you would be able to answer this now, or if you want to undertake as well.  My next question will be are these assets considered used and useful for rate base purposes?

MR. CHHELAVDA:  Can we add this to the undertaking?

MS. KWAN:  Sure, then I would also ask why.

MR. CHHELAVDA:  Okay.

MS. KWAN:  And on top of that, why are these assets included in rate base when the future use of land is not.  And if you can provide the amounts of the future use assets in rate base for both transmission and distribution for each year in the test period.

MR. CHHELAVDA:  Okay.

MR. SIDLOFSKY:  So that's all going to be included in JT5.26.

MS. KWAN:  Okay.  My next question is on Staff G 309 about the COVID account.  So it says Hydro One does not expect to seek disposition of account 1509 and that no COVID-19 impacts have been factored into the application.

So my question is does Hydro One propose to continue using account 1509 after this rebasing application?

MR. CHHELAVDA:  So currently my understanding is we would continue to use the account just in the event that there are going to be additional impacts due to the pandemic.  It is, as you know, ever evolving so we would seek to keep the account open in the event that there are going to be some significant or material costs that would be incurred or experienced.

MS. KWAN:  Okay.  My next question is on Staff G 317. About I think it's around line 26 in the response.  So this this question is about the new account for distribution connection cost agreement, so it says the new account will exclude the impact of the IEE based on actual cause as it will be tax neutral.  And for the tax aspect, Hydro One elects to utilize the capital contribution as a reduction to UCC.

Can you clarify how it will be tax neutral when it's included in UCC and deducted as CCA over time?

MR. CHHELAVDA:  Could we please request a breakout room?

MS. SANASIE:  The room is open.

[Witness panel confers in breakout room]

MR. CHHELAVDA:  Okay, Ms. Kwan, we will take this as an undertaking to provide you with a response.

MR. SIDLOFSKY:  That will be JT5.27.
UNDERTAKING NO. JT5.27:  TO CLARIFY HOW THE NEW ACCOUNT FOR DISTRIBUTION CONNECTION COST AGREEMENT WILL BE TAX NEUTRAL


MS. KWAN:  Okay.  And my last question is on Staff G 317 -- sorry, no, that's not the right one. It's G 315.  So there is three accounts, the first one listed is other costs and then the second is other feeders, and the third is express feeders.

Part (a) of the response confirmed that other costs has been the response is part (b) says that Hydro One is only requesting the continuation of the second account for other costs.  The second account listed is actually other feeders so can --


MR. AKSELRUD:  Sorry, I think we are not hearing parts of your question.

MR. MYERS:  Yeah, it seems to be cutting off multiple times, so I think we have lost the thread of the question and based on the video, she appears frozen.

MR. SIDLOFSKY:  We may have lost Ms. Kwan as well.

MS. KWAN:  Hello?  Hello?

MR. SIDLOFSKY:  Hello.

MS. KWAN:  Sorry, I am not sure what happened here.  I don't know if you caught the question I had.

MR. MYERS:  I think most of the question you were asking was broken up.  So if you could start from the beginning, that would be helpful.

MS. KWAN:  Okay, so --


MR. SIDLOFSKY:  You are still breaking up on my end. I am not sure if the panel is having the same problem.

MR. AKSELRUD:  We are.

MR. MYERS:  Perhaps we can move on to Staff's next Questioner, and then we will come back to Ms. Kwan.

MR. SIDLOFSKY:  Why don't we do that.  Ms. Kwan, we will come back to you.  Can we move on to Ms. Li.

MS. LI:  Hello, panel.  My name is Tina and I have a few questions for pension and OPEB, and I also have a question for PwC capitalization report.  So for that question, I may need to share my screen because I compiled two tables on the PwC report -- no new information, just simply compiling these two tables in the Excel side by side in order to ask -- for the convenience to ask my questions.

So if I am allowed, at that time I would like to share my screen.  So first of all, I would like to point to the question at the Staff 273.  Are you there yet? So for Staff 237, table 4 in the response explains the discrepancy for Hydro One's pension costs on an accrued basis between 2018 --


MR. MYERS:  Sorry, can you just wait until we have that on the screen?

MS. LI:  Right, okay.

MR. MYERS:  I don't think it's on the screen yet, is it?

UNIDENTIFIED FEMALE SPEAKER:  What is the reference?

MS. LI:  The reference is E Staff 273.  So if you can scroll down to show Table 4.  Correct.  So basically my understanding is that Table 4 explains discrepancy for Hydro One's DB pension cost on accrued basis between the 2018 actuarial report and accrual cost provided in evidence.

So the main difference are due to the recovery of regulatory asset that will be required for transmission in the distribution, so we can see in the second and the third last rows in Table 4 show that transmission recovery regulatory asset, which is not in the actual report, of 48 million, and then distribution's portion of the recovery regulatory asset, again, it's not in the actual report of 63 million, and so I understand that these amounts represent amortization of the recovery of the pension regulatory asset, as these numbers it was 2020, over a period of 15 years to 2035.

So my question is, given these amounts are not included in the actuarial report, can you explain to me where the pension regulatory asset as at to December 31st, 2020 come from?

MR. CHHELAVDA:  Yes, so these are -- these come from Hydro One's financial statements.  This is -- this is the life to date difference between the pension recovery on the cash basis versus the accrual basis.  So in the event that Hydro One was required to switch to the accrual basis this assets or these amounts that have not yet been -- that should be recovered, that would then have to be recovered, and the basis of the amortization is the estimated average remaining service life of the employee group, which is the 15 years.

MS. LI:  Okay.  I understand.  So basically, when you say Hydro One's audit financial statement, you mean that DFS on consolidated basis.

MR. CHHELAVDA:  Correct.

MS. LI:  Okay.  Great.  Thanks.  So my second question is related to E-Staff-275.  So if you -- okay.  It's here.  And then in response (b) you provided a variance analysis between Hydro One's actual and the forecast DB pension cost from 2018 to 2022 and approved pension costs approved in transmission and distribution's last custom IR applications.

So I noted that 2019 -- 2019 actual transmission DB costs for transmission is 35 million, which has exceeded approved DB pension cost of 34 million by 1 million, so in here we see the variance of positive 1 million.  But I also noticed from, you know, the DB continue schedule your evidence for the transmission, that 2019 transaction entered in pension cost differential variance account is a credit of 4.5 million.

So my understanding is that variance account records the OM&A portion of actual versus approved DB pension costs for transmission.

So can you please reconcile these two numbers?  I can take an undertaking if you cannot give me the answer now.

MR. CHHELAVDA:  Yes, I can't reconcile it on the fly right now, so we would have to take an undertaking to do that.

MS. LI:  Okay, sure.

And also the --


MR. SIDLOFSKY:  Sorry, sorry, Ms. Li  We will take that as JT5.28.
UNDERTAKING NO. JT5.28:  TO RECONCILE THE TWO NUMBERS OF THE OM&A PORTION OF ACTUAL VERSUS APPROVED DB PENSION COSTS FOR TRANSMISSION.

MS. LI:  Okay.  So there is another part to this question, is in your response (b) also that 275, in response (c), sorry, in response (c) you explain that the allocation percentage of DB pension costs for transmission has decreased from the historical period to the test period, because the number of the labour hours in transmission has decreased as percentage of total labour hours with a corresponding increase in distribution.

Can I ask the driving force for this percentage decrease, you know, the percentage shift from the transmission to distribution?

MR. CHHELAVDA:  Yes, so it would just be -- there's more work, whether it be capital or OM&A, more work being done in the distribution segment, versus as a percentage of total overall work, and so that's what's driving the shift from transmission to distribution.

MS. LI:  Okay.  So you mean by driving by the biggest process.

MR. CHHELAVDA:  Correct.

MS. LI:  Okay.  And then next question as it relates to the two IRs.  One is 275 and one is 276.  So let's look at 276 first.  So in 276 you provide the variance analysis for capitalize portion.  I think there's a table.  Right.  So for transmission only for one year there's a capitalized portion, you have provided variance analysis for capitalized portion DB pension costs for transmission and distribution, and I think distribution you provide for three years, if I am not wrong.  Right.  A variance analysis was provided for distribution in 2018 to 2020.

So let's look at 2018.  So basically, in 2018 that capitalized the portion -- 2018, that capitalized amount included in the rates for distribution's 20 million actual capitalized amount is 18 million, so we can see there is a 2 million difference; i.e., the rates included in rates capitalized amount is greater than actual capitalized amount by 2 million.  However, if we go back to that 275 -- can we go back to 275 for that 2018 variance analysis for distribution.  So on total basis, 37, right?  Can we see that in response (b), the second table?  We can see there's no variance between our total basis between approved and actual DB pension costs.

So in this situation, am I right that OM&A portion is a variance for OM&A portion for 2018 because there's a variance -- there's no variance in total basis and there's a variance for capitalized basis?

MR. CHHELAVDA:  That would be a reasonable conclusion, and I believe that is the case.

MS. LI:  Okay.  So what would be the reason for that?  You know, on total basis there's no variance.  However, on the capitalized amount there's a variance.

MR. CHHELAVDA:  It would be just the mix of the, I will say labour hours versus capital and OM&A, so there's more time spent on OM&A versus capital than originally planned, which would cause the variance, the shift from capital to OM&A.

MS. LI:  So you mean that approved -- that the capitalized percentage forecast and approved versus actual capitalized percentage?

MR. CHHELAVDA:  I am sorry, I didn't -- I --


MS. LI:  Capitalized the percentage as being changed, because that percentage has been changed?

MR. CHHELAVDA:  Correct.  So we had -- there was more -- more time spent in OM&A versus capital versus what we had planned or what was submitted to the OEB as part of that rate application.

MS. LI:  Right.  So my understanding is that capitalized portion of the pension is not subject to true-up because of the immateriality.  So I just wonder in this case how you deal with the true-up OM&A portion of the pension due to capitalized percentage difference between approved and actual?  So that portion is still going to be trued up in OM&A variance account.

MR. CHHELAVDA:  I am sorry, Ms. Li, I just didn't understand your question.  Would you mind repeating it?

MS. LI:  My question is that the OM&A, that pension variance -- pension cost differential account is going
to -- is it going to true up the difference due to the capitalized percentage difference when there's a no variance on total basis?

MR. CHHELAVDA:  So the -- for the pension costs, we do have a variance account and it does -- it will true up the difference between OEB-approved versus actual for OM&A only.  Does that answer your question?

MS. LI:  So which includes that example I have been showing basically, you know, that on total basis there's no variance.  However, however just because the shift between the capital to OM&A, that variance is being captured in OM&A as well.

MR. CHHELAVDA:  That is correct.

MS. LI:  Okay, thanks.  So the next question is related to Staff 277.  I think this question is asking you for -- I will wait.

So this question is asking you for your proposed cash master as compared to accrued basis.  So in response (b) for this question, the question is asking Hydro One to show the cash basis is less volatile as compared to accrue basis.  And you provide the comparison of historical cost between cash and accrue basis annually from 2018 to 2020, and provided one lump sum number for transmission and distribution for pre-2018 period.

So I just wondered, would you be able to break that pre-2018 number into, you know, individual years on an annual basis?  Because we don't really have much samples here.  We only see, you know, three years comparison for like pre-2018, just one number, which doesn't really show anything.

MR. CHHELAVDA:  I am trying to understand the -- I will say the relevance.  I mean this is typically how we've always presented this type of analysis.  We present a number of years and then prior to the first year that we are referencing, it would be a cumulative number.

So I am -- I know we have provided some of this to the OEB in the past.  I am just trying to understand the need, what exactly this is driving at.

MS. LI:  So the need is, it's -- I understand that the application always -- that the application evidence always starts from, you know, the last custom IR period.  Like, but my understanding is in order to consider -- for the Board to consider the pros and the cons of these two methods. And you explained that this is, you know, one benefit, or one pro or one con for the accrued versus cash is volatility.

So I think that the evidence should be expanding more than -- more than the last custom IR period in order to show the parties and the Board that one method is better than the other, because less volatility.  So I think in that sense, that this question is valid.

Of course, if it doesn't require you a lot of effort, and if you have the information readily available.

MR. CHHELAVDA:  But what --


MR. MYERS:  If I may, I think what we can undertake to do is to take it back and consider if it's relevant and if it's reasonably doable.  If it is relevant, and if it can be prepared in a reasonable time frame, and if so then we can provide that, subject to any further comment Mr. Chhelavda may have.

MR. CHHELAVDA:  Just one comment I would add is wouldn't the total amount give you the same information that you are looking for?  It will tell you in totality on the accrual basis this is what would be sought for recovery, and this is again a cash basis.  So that would still give you -- it may not give you the data points on an individual year, but it will give you the data point on an aggregated basis, which I think should be what -- should be useful for the Board.

MS. LI:  Because why I am asking this question is not because one method gives you a higher number than the other, but just the volatility part.  Like volatility meaning each data point.  Is it up and down, like jumping all over the place, or it's relatively stable, the slope of the data points.  So that's my view, especially that's the reason you have given for choosing one method over the other.

MR. CHHELAVDA:  As Mr. Myers said, we will take this back and just assess what level of effort that will be and if we are able to provide it, we will provide it.  And if not, we will provide a reason why we can't.

MS. LI:  Okay, sure.

MR. SIDLOFSKY:  Okay, so we will make that JT5.29.
UNDERTAKING NO. JT5.29:  TO BREAK DOWN THE PRE-2018 PERIOD NUMBER INTO INDIVIDUAL YEARS


MS. LI:  Also related to this question is in Table 1 and in Table 2.  I think that's the tables that Staff compiled as part of this interrogatory.  We compiled a pension cost comparison between the cash and accrue basis.  I just wonder if you can update this table by including the unrealized portion actual gain and loss that included in the pension cost under accrued basis.

MR. CHHELAVDA:  That is something that we may have to take back to our actuaries.  But I am failing to understand why.  I mean if you exclude that, it would be misrepresenting the accrued balance or the accrual basis costs.

MS. LI:  My understanding is under U.S. GAAP that it is allowed, it's permitted as part of the unrealized portion
-- that part of unrealized portion actual gain/loss are included in the accrued basis, pension costs.

But under IFRS, these are not part of the accrue basis pension costs because they recorded it in OCI and then recycle there as well.  So I just want to get a sense between -- and this is one of the key differences between IFRS and U.S. GAAP, and I just want to get a sense of the quantum to understand the impact between the two accounting standards.

MR. CHHELAVDA:  Again, we would have to go back to our actuaries to get this number, and again I don't know what the level of effort is going to be or how long it will take.  But we will take this back and assess if we can do this.

MS. LI:  Okay, thanks.

MR. SIDLOFSKY:  JT5.30.
UNDERTAKING NO. JT5.30:  TO UPDATE THE TABLE COMPILED BY STAFF SHOWING PENSION COST COMPARISON BETWEEN CASH AND ACCRUE BASIS, TO INCLUDE THE UNREALIZED PORTION ACTUAL GAIN AND LOSS THAT INCLUDED IN THE PENSION COST UNDER ACCRUED BASIS; TO PROVIDE A SENSE OF THE QUANTUM, TO UNDERSTAND THE IMPACT BETWEEN U.S. GAAP AND IFRS

MS. LI:  So next I would like to ask some questions related to the PwC report for capitalization on corporate common cost review.

So the main reference I am going to use is the C-Staff-182, and I understand Mr. Fraser asked a few questions yesterday related to this question, and I think one explanation you have given to Mr. Fraser is that maybe -- let me see -- is that when you are talking about the third-party constructive asset versus self-construct assets and you know they are kind of slicing the pie differently.

And then it's like to like -- if it's like-to-like comparison, then the cost of asset will be very similar under both methods.  If it's not here, that's in the transcript.

So can you clarify that when you said the cost of the asset under both method will be very similar, do you mean that, you know, like, regardless it's you use a third-party contract or self-construct the asset, for example, the asset will be -- the capitalized portion, that asset to put into the rate base and on the financial statement will be 10 million regardless the method how it's constructed.

MR. CHHELAVDA:  So I think in my comment to -- or my response to Mr. Fraser, yes, I did say that the cost could be -- could be comparable, because, you know, when we're -- if you look at engaging a third party to do the work they are going to include their profit element in there as well as their -- their indirect overheads, which would be directly billed to the utility, and they would be capitalized, so the point I was trying to make was that just because you would use a third party, it wouldn't necessarily mean the cost would be cheaper or less than self-constructing.

MS. LI:  Okay.  But you don't have the -- like, you haven't done that analysis for that; right?  Okay.

MR. CHHELAVDA:  No, we have not.

MS. LI:  Yeah.  And also, I just wonder, and for PwC its report, how much you spend for that report and then whether, like, have you include that cost into -- in this rate application?

MR. MYERS:  I believe the engagement agreements have been filed confidentially.

MS. LI:  Okay.  And then next I would like to ask a few questions related to the PwC's report, so I am not sure if you can answer it on the fly or you want to take it as undertaking.  So hold on.  And can I -- as I said, I would like to share my screen for the convenience to ask the question.  Can you see my screen?

MR. MYERS:  Sorry, Ms. Li, Ms. Li, this isn't something that the witnesses have seen before, so, you know, they will need a chance to look at this, and if they need to take it away then they will have to do that, but this is just being put to them for the first time right now.

MS. LI:  So you want me to stop sharing; right?

MR. MYERS:  I will let you carry on and we will see where this goes.

MS. LI:  Okay.  So basically, these are two tables in PwC report, right?  Nothing has been altered, just everything -- just basically they put these tables side by side.  And then these tables are used for the benchmarking, for benchmarking Hydro One's capitalization to U.S. companies' capitalization percentage.  So [audio dropout]


MR. CHHELAVDA:  I am sorry, Ms. Li, I -- you appear frozen on my screen.  I have not heard a word you said.

MR. SIDLOFSKY:  I am not sure I am seeing Ms. Li in the list of participants, so we may have lost her.

MR. MYERS:  Should we go back to Ms. Kwan at this point?

MR. SIDLOFSKY:  I am wondering if, Ms. Kwan, you can come back on?

MS. KWAN:  Yeah, I am here.

MR. SIDLOFSKY:  Okay.

MS. KWAN:  Are you guys -- can you hear me or see me?

MR. SIDLOFSKY:  Yes.  So jump in there and do it now while they can still hear you.

MS. KWAN:  Okay.  I am going to go back to Staff G 13 -- 15, sorry.  So this one is about account 1533.  There are three accounts listed, so we see the first one is other costs, the second one is on other feeders, and the third one is express feeders.  So in part (a) of the response it confirmed that the other cost account has been discontinued since 2015 and only a residual amount remains.  The response in part (b) says that Hydro One is only requesting the continuation of the second account for other costs.

So I just wanted to clarify, is it the other cost account that's being discontinued or the other feeders account?  I suspect it's the other feeders account.

MR. CHHELAVDA:  Ms. Kwan, if I read the response, it says not confirmed.  We are requesting the continuation of the second sub-account only, and on page 2 the response is saying we are not requesting continuation of the third sub-account.

MS. KWAN:  So the second account, is that the other cost account or the other feeders account?

MR. CHHELAVDA:  It would be -- it would be the provincial other feeders.

MS. KWAN:  Okay.  Okay.  Because my question was, I think, in the list of the first, second, and third.  The other feeders was actually the second account -- oh, okay.  I get it.

MR. CHHELAVDA:  Yeah.

MS. KWAN:  Okay.  So the response also says that you are proposing not to continue the express feeder account, and then it refers to Staff G-306, if we can go to that one.

MR. CHHELAVDA:  Yeah.

MS. KWAN:  So in parts (a) to (e) it indicates that the express feeder account has a balance of 5.3 million for funding received, and the revenue-requirement impact related to express feeders are recorded in the other cost account, and Hydro One is proposing to apply the funds in the express feeder account towards the ongoing expenditures needed for distributed generation program.

Can you confirm that the ongoing expenditures that are to be recorded in -- that are proposed to be recorded, they are going to be recorded in the other feeders account and not the express feeders or other cost account, and that's why the other feeders account is proposed to be continued?

MR. CHHELAVDA:  That is my understanding, but we will confirm that.

MS. KWAN:  Okay.

MR. SIDLOFSKY:  That will be JT5.31.
UNDERTAKING NO. JT5.31:  TO CONFIRM THAT THE ONGOING EXPENDITURES THAT ARE PROPOSED TO BE RECORDED ARE GOING TO BE RECORDED IN THE OTHER FEEDERS ACCOUNT AND NOT THE EXPRESS FEEDERS OR OTHER COST ACCOUNT, AND THAT'S WHY THE OTHER FEEDERS ACCOUNT IS PROPOSED TO BE CONTINUED.

MS. KWAN:  And that's all my questions for the panel today, thank you.

MR. SIDLOFSKY:  Thanks.  Thanks, Ms. Kwan.

I am just going to see if Ms. Li is back on.  Yes.

MS. LI:  I am back, sorry.  I got kicked off.  I don't know why.

So, sorry, let me share my screen again.  So that's two tables pulled from PwC report in their comparison, a comparison of Hydro One's capitalization percentage to the U.S. companies' percentage.  So a few questions from these two tables.

So we can see the left table is the four U.S. companies and then Hydro One's measure, which is a common corporate cost equivalence capitalized as percentage of total common corporate cost equivalence, which is 48 percent as compared to these four companies.  I believe the source of this comparison is rate case information.

And then that's -- we can see the Hydro One's percentage is outside of the range.  However, PwC says that their conclusion is based on Table 5, which is expanded sample, seven companies.  And then the seven companies' measure used for these seven companies is percentage of total A&G, admin and general expense capitalized, and Hydro One's common costs capitalized as percentage of common corporate cost equivalence, again that 48 percent is compared to this measure.

So as the first question I have actually for PwC is why Hydro One's measure remains same, however the measure used for these two tables are different.  How PwC can ensure the same measure is comparable to two different measures used in these two tables?

MR. MYERS:  Ms. Li, we don't have anyone from PwC on the panel today, but we can undertake to pass that question on to PwC.  And if they can provide that clarification, then we will.

MS. LI:  Right.

MR. MYERS:  I will just ask if Mr. Chhelavda or anyone else on the panel has anything they want to clarify about that question that they think might be helpful for PwC.

MR. CHHELAVDA:  Thank you, Mr. Myers.  I mean, just so it's clear to us, Ms. Li, your question is Hydro One's being compared to these two metrics on these two tables and you want to -- your question is around why is Hydro One's percentage remaining constant and why PwC believes it's comparable to these two metrics, correct?


MS. LI:  That's right, that's correct.

MR. CHHELAVDA:  Okay.

MR. MYERS:  We will take that undertaking.

MR. SIDLOFSKY:  That will be undertaking JT5.32.
UNDERTAKING NO. JT5.32:  TO ASK PWC: (A) WHY HYDRO ONE'S PERCENTAGE REMAINS CONSTANT AND WHY PWC BELIEVES IT IS COMPARABLE TO THESE TWO METRICS; (B) TO CLARIFY THE CALCULATION FOR TABLE 5, THE PERCENTAGE OF TOTAL A&G CAPITALIZED; (C) TO CONFIRM HOW PWC ENSURES THAT A BALANCE IS CLOSED IN THIS ACCOUNT FOR FERC FORM 1 IS NOT THE AMOUNT TRANSFERRED OUT TO THE OTHER UTILITY BUSINESS, BUT RATHER ONLY REPRESENT THE CAPITALIZED AMOUNT.

I will just ask either the panel or your counsel, these tables, as Ms. Li mentioned, come from the PwC report.  Will it be helpful to you at all to have a copy of this sheet with the two tables side by side, or are you okay just using the PwC report?


MR. MYERS:  If you can mark it as an exhibit and send a copy and make sure there's references on here to where those tables come from, that would be helpful.

MR. SIDLOFSKY:  Will do.  We will mark that as KT5.2.  And we will make sure a copy goes on the record.
EXHIBIT NO. KT5.2:  TABLES FROM THE PWC REPORT


MR. MYERS:  And if it's being sent in the form of a PDF, if you can just expand it so none of the cells are cut off.  I see the bottom cell on Table 5 is cut off.

MR. SIDLOFSKY:  Right.

MR. AKSELRUD:  Mr. Myers, the only thing I would add, it might be worth having an understanding where the conclusion came from from Ms. Li, where PwC only considered one specific table versus -- in their analysis.


MR. MYERS:  Thank you.

MS. LI:  Sorry, I just want to clarify.  I think they did consider these two, but I read their report and the original comparison, which is the Table 3, they think this sample are too small.  So basically then they expanded the samples and they are using another methodology, which is looking at another source of the documents, the FERC form 1.  That's another calculation, another measure which is shown in Table 5.  And that's where the conclusion of the benchmarking to U.S. GAAP --  US companies coming from.

MR. MYERS:  If you could just provide those particular page references that you are walking through, I think that's what Mr. Akselrud is referring to.

MS. LI:  Yeah, yeah, I will.

MR. MYERS:  Thank you.

MR. SIDLOFSKY:  We will make sure those go into the sheet.  It will be filed as Exhibit KT5.2.

MR. MYERS:  Thank you.

MS. LI:  I would also actually, James, I also have a few -- a couple of follow-up questions related to these two tables that probably can be used for the same JT.  The other question is basically for the Table 5, we can see PwC's conclusion is basically says Hydro One's measure, that's 48 percent, falls to the upper end of the range.

But if we look at the range, right, that's the minimum is 19 percent, the maximum is 72 percent, Evergy Metro Inc.  It seems like if we are looking at the range, only the Evergy Metro Inc.  The 72 percent, it seems like an outlier.

I just want to make sure if they are aware this is an outlier, given the other percentage is quite close.  And then have they considered alternative methodology of treating the outlier differently.

That's the second part of the same JT you can include.

MR. MYERS:  I think we can include that in the same undertaking.  Again, I will ask the panel if there is any clarifying questions they have regarding this request.

MR. CHHELAVDA:  No, Mr. Myers, the request is clear.

MR. MYERS:  Thank you.

MS. LI:  Also the last one for this part is that this measure is calculated A&G capitalized --


MR. MYERS:  Sorry, can you describe in words what you are pointing to, so it's clear for the transcript.

MS. LI:  My last question is basically a clarification of the calculation for Table 5, the percentage of total A&G capitalized.

So if we look at the calculation, it's basically A&G capitalized, which is sourced from FERC account 922.  And divided by total A&G expense capitalization base, sum of two FERC accounts, 920 and 921.

So PwC has included a definition of all these accounts in their report.  But FERC accounts 922, the definition is the amount transferred out from the capital and also can be transferred to the other utilities.

So that's -- in that case, I just want to make sure how -- I just want to know that how PwC ensures that a balance is closed in this account for FERC form 1 is not the amount transferred out to the other utility business, but rather only represent the capitalized amount.

MR. MYERS:  So again, I think we can take that as an undertaking to see if PwC can provide an answer to that.  And I think the question was clear enough, but once again I will ask the panel if they have anything to clarify on that.

MS. LI:  Yeah, these are all my questions related to the PwC report.

MR. SIDLOFSKY:  Sorry, Ms. Li, did you want that -- or maybe the panel, do you want to treat that as part of JT5.32 or do you want a new undertaking number for that?

MR. MYERS:  I think it can all go in one.

MR. SIDLOFSKY:  That sounds good, thank you.  I think that was it for you Ms. Li.

MS. LI:  That's right, thank you, panel.

MR. SIDLOFSKY:  Sorry?

MS. LI:  I said thank you.

MR. SIDLOFSKY:  Okay.  Thank you.  And we will move on to Mr. Frank.

MR. FRANK:  Thank you.  So I am going to follow up on Staff question 183.  In this question, we asked about the trend in external revenues for secondary land use.  In particular, there is a large project at Finch to -- Waterdown to Finch pipeline responsible for significant revenues.  So OEB Staff calculated a normalized average revenue, and I believe Hydro One confirms that amount.

So when asked about the difference, Hydro One stated that it is due to granting easements and land sales in a historic period which are difficult to forecast.

So I guess what I am looking for is if you have any 2021 year-to-date numbers or revenue in -- sorry, 2021 year-to-date revenue for secondary land use excluding the Waterdown to Finch pipeline project.  And then what is the latest date available, and if you could provide a forecast for the remainder of 2021.

MR. CHHELAVDA:  So we do have the data available as at September 30th, 2021.  So excluding the Watson project, it is $18 million of SLU revenues.

In terms of a forecast, I don't have the forecast data readily available and we would have to take that back to see if we can provide that.

MR. FRANK:  Okay.  Would you be willing to do that?

MR. CHHELAVDA:  We should be able to.  I believe this would have to be a -- because it's forward-looking information, we would probably have to file it confidentially.

MR. STERNBERG:  Why don't we do this.  We will undertake to further consider that based on what the witness said, and if we are able to provide the information we will and, if not, we will advise.

MR. SIDLOFSKY:  All right.  And we will make that JT5.33.
UNDERTAKING NO. JT5.33:  TO FILE INFORMATION ABOUT REVENUES FOR SECONDARY LAND USE, TO SEPTEMBER 30TH, 2021, WITH A FORECAST TO END OF 2021, IF POSSIBLE; IF NOT, TO ADVISE WHY NOT.


MR. FRANK:  Thank you.  That's my question.

MR. SIDLOFSKY:  And with that, and with no questions from Mr. Martinello, that concludes Staff's questions, which means that concludes the technical conference.  So thank you, panel 4.  I didn't expect to be saying that before one o'clock on Friday, but thank you all, and thanks to all the parties who have stayed with us through this.

If there are no other matters, I am going to adjourn the technical conference, with best wishes for the holidays, if these are your holidays, Merry Christmas to everybody, happy new year, and I hope everyone has a restful and safe time, but only so restful, because Hydro One has a whole lot of undertakings to answer.  So have a great holiday season, though, and thank you very much for your time, everybody.
--- Whereupon the conference concluded at 12:56 p.m.
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