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Tuesday, February 14, 2023
--- On commencing at 9:31 a.m.

MR. MORAN:  Good morning, everybody, and welcome to Day 2 of the hearing.


Mr. Sidlofsky, are there any preliminary matters before we start?


MR. SIDLOFSKY:  Thanks, Mr. Moran.  I understand that the witnesses are able to provide responses to a number of the undertakings from yesterday's session, so I'm going to throw things over to Mr. King to take his panel through that.


MR. MORAN:  Mr. King?

Preliminary Matters:


MR. KING:  Thank you, Mr. Chair.  We have answers to Undertakings J1.2, which Mr. Hesselink will address; J1.3, which Mr. Koski will address; and J1.4, which Mr. McCrank and maybe Mr. Burrell will also address.


So why don't I turn it over to Mr. Hesselink to maybe read in J1.2 for everyone and then provide the answer.


MR. MORAN:  All right.  And just before you start, just to remind the panel they are still under oath, and over to you, Mr. Hesselink.

EPCOR EEDO INC. - PANEL 1, resumed


Mr. Hesselink,


Mr. McCrank,


Mr. Burrell,


Mr. Koski; Previously Affirmed.


MR. HESSELINK:  Thank you very much, Mr. Chair.  Good morning, everyone.


I am going to be responding to Undertaking J1.2, and I am just going to read it first to reorient everyone:

"To determine if there were pre-payment or other sort of penalty fees associated with the early pre-payment of the TD commercial bank loans and to determine if these costs in full or in part are located in some aspect of tables in the application or the regulatory accounts of the utility."


So there was a $70,000 penalty, cancellation penalty, related to this that took place in 2018.  This amount does not appear in the application.  It was recorded in and appears in our RRR under other interest expenses, account 6035, and there is no inclusion in the revenue requirement for this amount.


MR. KOSKI:  So Undertaking No. J1.3:

"To provide the rate for the promissory note in 2022."


And that rate was 4.80 percent.


MR. McCRANK:  Undertaking No. J1.4:

"To confirm transformer ratings with and without fans running."


So we've looked at the transformers.  These pertain to the transformers at Stayner MS1, MS2.  The transformers are air-cooled, oil-filled, with no fans.


There is a fan rating of 6.6 Mva on the name plate at zero degrees ambient.


Just to add a little bit more context to that, our max peak -- oh, pardon me, our max peak, max concurrent peak, in Stayner, again, as indicated in some of our IRs, is on June 27th, 2021.  We went back to look at the temperature profile at that time frame, so obviously a hotter day, 32 degrees Celsius is what we can pick up that was incurred in the Georgian Bay region in that area on that day.


When we look at these transformers, they are pretty old, 50 years old, MS1 40 years old, MS2.  Our substation contractor doesn't recommend retrofitting transformers of that age, which is why we continue to support the recommendation to replace these.


On top of that, we'd have to go back to the vendor.  You can't just, of course, stick the fans on.  We'd have to engineer that, so potentially you have to lift the core in some of the research we've done.  So just to bring, I guess, the obvious questions to bear on that is, would we do that.  That's not our recommendation.  That's not a course of action that we're supporting right now.  We still believe that it's necessary for us to make these replacements at this point.  Given the 2021 concurrent peak, the continued growth in the Stayner area, we expect that we're going to continue to stress these transformers.


Thank you.


MR. SIDLOFSKY:  Thanks very much.


MR. MORAN:  Sorry, is that everything, Mr. King?


MR. KING:  Yes, Mr. Chair, that's everything.


MR. MORAN:  All right.  So I guess we're over to you, Mr. Sidlofsky, to continue your cross.

Cross-Examination by Mr. Sidlofsky:  (Cont'd)


MR. SIDLOFSKY:  Thank you.  I just want to -- and thanks, panel, for coming back.  I know you didn't have a choice, but it's still nice to see you this morning.


I just want to revisit a conversation we had yesterday about shared services, EUI -- specifically EUI corporate shared-services costs that are being allocated to EEDO.


If I could take you back to page 58 of the Staff compendium, and at the bottom of that page -- could I just have you scroll up a bit, Mr. Hesselink.  Thank you.


At the bottom of that page is the -- is a table of EUI corporate shared-services costs, and I'm just trying to -- I'm trying to understand how some these costs relate to -- or incorporate things like executive compensation.


So a little more specifically, EPCOR Utilities Inc. -- and this isn't on the record, but it is a public filing.  EPCOR Utilities filed a 2021 annual information form on SEDAR last February.


Are you aware of that or familiar with it?


MR. KOSKI:  Sorry, yes, yes, we are aware of it.


MR. SIDLOFSKY:  Okay.  That's not on the record in this proceeding, is it?  I don't believe you filed that.


MR. HESSELINK:  Excuse me, I believe it's referenced in Appendix 1, but I'll double-check that.


MR. SIDLOFSKY:  If it's not filed, could I have you file that on the record, please.  I'll take an undertaking for that if you don't mind.


If it is on the record you can let me know.  If it is not you can file it.


MR. HESSELINK:  Sure, yes.


MR. SIDLOFSKY:  Okay.  And I believe that EUI has another filing due this month, the 2022 filing; is that correct?


MR. KOSKI:  Yes, correct.  That's an annual filing.


MR. SIDLOFSKY:  Okay.  Could I have you file the 2022 filing when it's available as well?  I might not normally ask that, because it's after the hearing, but I think that's going to have to be filed quite soon, so could we add that to the undertaking, 2021, if it's not on the record, and the 2022 annual filing when it's available?


MR. KOSKI:  Yes.


MR. SIDLOFSKY:  Thanks, Mr. Koski.  We'll make that Undertaking J2.1.

UNDERTAKING NO. J2.1:  TO FILE THE ANNUAL INFORMATION FORM FOR 2021 AND FOR 2022 WHEN AVAILABLE.


MR. SIDLOFSKY:  Now, just going back to the table, table 4.4.2-13.  There is a line for executive and executive, and I'm not share why that's repeated there, but we can see in the 2023 test year that the amount allocated for executives is $22,036.


Now, when I look at your annual filing, when I look at the 2021 annual filing -- and I will ask you to accept these numbers subject to check or this information subject to check.  If you like I can try to share my screen and show you the table I'm looking at.  It is from page 56 of the annual filing.  Would that help you, if I can actually manage to do that?


Or tell you what, why don't I ask my question and you can let me know if you need to see the underlying document.

So $22,000 in executive costs are being allocated to EEDO, but there are also other items there like board costs, like incentive compensation, like corporate finance services.  Do those other values -- for example, incentive compensation shows as $56,441 for their 2023 test year.  Does that include executive incentive compensation as well?


MR. KOSKI:  So, per table 4.4.2-13, just as a correction, row 5 should read "Executive" and "Executive assistance."

MR. SIDLOFSKY:  Okay.

MR. KOSKI:  The table got cut off.  So row 4 would include the base salaries, direct costs of those -- of the executive people that live within that shared service unit.  Row 12 would be the incentive compensation for the entire shared services, all the shared services areas.

MR. SIDLOFSKY:  So that includes executives as well?


MR. KOSKI:  Yes, all of the employees that are part of the shared services.  We call it the shared services business unit, but yes, the shared services area.  So all of the incentive compensation.  Yes, it's all the incentive compensation.

MR. SIDLOFSKY:  Okay, so when I'm looking at compensation for your named executives in your annual report, and there are five of them, and I will just name them: Stuart Lee, your president and CEO.  Excuse me, not yours, but -- well, EUI's president and CEO.  Anthony Scozzafava, senior VP and CFO; Joseph Gysel, senior VP, EPCOR Water USA; Stephen Stanley, senior VP Drainage Services;  and Amanda Rosychuk, senior VP, electricity services.  They all have a portion of both their base compensation and their incentive compensation built into the EUI corporate shared services?


MR. KOSKI:  No, that's not correct, Mr. Sidlofsky.  So the executive compensation that's included in the shared services compensation would just be for the executive team that is part of EPCOR's shared services business units.  So it would be the CEO, the CFO, the senior vice-president of corporate services.  So only, only executives that are actually providing services as part of the shared services team.

So for example, Mr. Gysel is the senior vice-president of the operations.  His compensation would be borne by the business unit that he's part of.

MR. SIDLOFSKY:  Okay, so, that really gets to some of my question here.  Customers in Collingwood and Stayner aren't picking up the cost of EPCOR's USA executive operations?


MR. KOSKI:  No, definitely not.  They wouldn't be providing services to EEDO.

MR. SIDLOFSKY:  So when I look at the total compensation figures for, for example, the president and CEO and the CFO of EUI, what I need to do is look at their -- I mean, that table in the annual filing is broken down into salary, incentive plans, pension value, other compensation, and it gets me, by the end of the table, by the end of the columns, it get me to total compensation.


So to understand how much of those individuals' compensation is being allocated to EEDO, what do I need to do?  I assume I need to look at table 4.4.2-13 and look at line 5 for executive and executive assistance and look at line 12 for incentive compensation, and somehow the amounts that I see in the annual filing for those executives are split up into those various lines in the corporate shared services cost allocation; is that right?

My point is -- I guess a simpler way to put it is how do I get from your CEO's total compensation -- well, base salary and total compensation to what I see in the table in your filing in this case?


MR. HESSELINK:  Apologies, Mr. Sidlofsky, I think Jason's computer froze on him here.  So he is not just staring into space.

MR. SIDLOFSKY:  But he's looking so thoughtful.

MR. HESSELINK:  He may need a moment to restart his system.


[Technical interruption]


MR. MORAN:  Perhaps we'll adjourn while the problem is being fixed.

MR. SIDLOFSKY:  Let's go off the record and perhaps Mr. Hesselink you can let us know when Mr. Koski is ready.

MR. HESSELINK:  Sure, thanks.


[Technical interruption.]

MR. MORAN:  All right.  Mr. Sidlofsky, over to you.

MR. SIDLOFSKY:  Thanks, and -- Mr. Koski?

MR. KOSKI:  Yes, I can hear you.  You can hear me?

MR. SIDLOFSKY:  I can.

MR. KOSKI:  Okay, perfect.

MR. SIDLOFSKY:  So before we had to break you were -- we were talking about how I could relate the executive compensation in your annual filing to table 4.4.2-13 at page -- excuse me, page 58 of the Staff compendium.

MR. KOSKI:  Sure, okay.

So per table 4.4.2-13, to the extent that an EPCOR executive is part of a shared-service area, their salary and direct fringe costs would form part of that area.  Then per the table on page 77 of table 4.4.2-9, the costs for that particular shared-service area will be allocated based on the allocator -- the functional cost allocator or the governance allocator for that particular shared-service unit.

So for example, for executive, that would be based on the composite cost allocator, as that function is more of a governance type function.

MR. SIDLOFSKY:  Sorry, that's in table 4.4.2-9?

MR. KOSKI:  Yeah, 4.4.2-9 on page 77.

MR. SIDLOFSKY:  Okay.

MR. KOSKI:  Then there would be other costs in addition to direct salary that would form costs of a business area, to the extent that whatever costs are needed.

MR. SIDLOFSKY:  I see, okay.

MR. KOSKI:  And going back to 4.4.2-13, we'll note that for the executive and executive assistants we are talking about $22,000 of allocation to EEDO for the -- for that executive -- for that executive function, and considering their requirement is to ensure all of the governing policies of EPCOR which EEDO follow, EEDO's position is that that $22,000 is a very reasonable cost.

MR. SIDLOFSKY:  Yeah, I expected that would be your thought on that.

What I'm trying to understand, though, and it's probably clear from the questions I was asking, is whether it's $2,200 or something more, and it looks like it's something more, because I have to look at things like incentive compensation as well.

MR. KOSKI:  Correct, all of the -- the incentive compensation in row 12 of table 4.4.2-13 would include the allocated incentive compensation costs for all of the shared-service areas.  We keep that as a single line item.

MR. SIDLOFSKY:  Okay.

MR. KOSKI:  So it includes the incentive compensation for those executives, as well as all of the other staff members for all the other shared-service areas that are providing the services noted in table 4.4.12-13.

MR. SIDLOFSKY:  Okay, thank you.  I'm going to move on to -- still questions about EUI-allocated costs, but these are a little bit different.

Could I take you to page 63 of the compendium.

I just want to make sure I'm understanding something.  Under EUI's allocated asset usage fees there is a category referred to as "information services" or "IS infrastructure".  And that category consists of assets including servers, electronic storage devices, information system networks, desktops, and IS applications.

But then if we go to the next page at page 64, there's a -- and this is in -- under EUI's directly assigned corporate services costs, there is a category of IS infrastructure operations.  You describe that cost category as being made up of charges for the servers, storage, user devices, network, and employee services; for example, service desk services and licensing.

I'm trying to understand whether there's some duplication there or what's different about those two categories, because they read to me like they're quite similar.

MR. KOSKI:  Sure, I can provide an explanation for that.

MR. SIDLOFSKY:  Thanks.

MR. KOSKI:  So on -- referring to page 86 of Exhibit 4, and 87, where we discuss the corporate asset usage fees, so the corporate asset usage fees would be with respect to assets actually owned and used by the shared-service areas to provide their services.  So there are, as noted, servers, storage devices, information networks, desktops applications, all of that, that would be used specifically by the shared services areas to provide their services to the rest of the company.

So this would be a charge for those, we'll call them corporately owned assets, that are part of them providing the services to the respective businesses.

The direct costs that you've noted on page 80 of Exhibit 4, those would be costs for IT assets that the business is using directly.  So these would be -- these would be with respect to servers and storage charges, et cetera, that are dedicated for the use of the utility itself, managed centrally but used specifically in the business.

So as part of the allocation model that's described in Exhibit 4, to the extent that a cost can be directly assigned, it -- direct assign of cost is the first step in the process, so these would be costs that can be directly attributed to EEDO using various assets, and then the asset usage fee charged is actually not part of the shared-service allocation at all.  It is in respect of assets used by the corporate office to provide its services to the rest of the company.

MR. SIDLOFSKY:  That's in the first category then.

MR. KOSKI:  The asset usage fee is, correct.

MR. SIDLOFSKY:  Right.  Okay.  So in the second category, if EEDO has a licence for Word, then that comes under directly assigned corporate services costs?

MR. KOSKI:  Correct, yes, correct.

MR. SIDLOFSKY:  Okay.  Okay --

MR. KOSKI:  And, sorry, the idea there is because it's most efficient, those will all be managed centrally.  You get cost efficiencies by having a large number of licences, as opposed to each area going out and acquiring their own licences.  But, yes, the direct ones would be with respect to items specifically for the business unit itself, EEDO itself.

MR. SIDLOFSKY:  Right, okay.  At page -- just got a question about a couple of other categories of corporate asset usage fees.  You list leasehold assets and furniture and fixture assets.  Those are at pages 62 and 63 of the -- of the compendium.

And both of those seem to relate to EPCOR head-office expenses.  I'm wondering if you can explain how those relate to EEDO's distribution business in Ontario.

MR. KOSKI:  Sure, so the way that those work is -- so we -- EPCOR does have an office in Edmonton.  The office space in Edmonton is divided based on the respective business unit that inhabits floors.  So the corporate shared services --


MR. SIDLOFSKY:  Sorry, could I just stop you there.  You say it is divided.  That's physically divided?


MR. KOSKI:  It is divided based on usage of floor space.

MR. SIDLOFSKY:  Okay.

MR. KOSKI:  So the corporate shared services people providing the services will have space within the tower and as a place for them to work.  And so a portion of those leasehold costs or a portion of those costs would be part of the asset usage fee because they have these types of assets that are necessary for providing their services.

And again, much like we've discussed in other questions, the overall cost pool of what's required for the specific shared service areas to provide their services are charged to the operating areas.

The portion of costs that -- from the EPCOR tower that relate to other business units are charged to them separately, so EEDO wouldn't be incurring any portion of the costs related to other business units that are inhabiting that office space.

MR. SIDLOFSKY:  I'll take you to page 65 of the compendium.  On that page you can see a table and OEB Staff prepared that table for IT-related services and costs that EEDO provided for the 2023 test year.  Those were the costs that you set out in the application.

We're trying to understand before the acquisition and without the shared service model, what position presumably at Collus would have provided the IT work and what the cost would have been for that year.

I'm trying to get some kind of comparison between what your forecasted costs are for the test year and what it was costing EEDO or its predecessor to provide similar services.

So you can see we've listed IS application support, IS infrastructure operations and IS allocated corporate services to come up with $309,000.  I'll assume that you are okay with those numbers subject to check, but do you have anything I can compare that in terms of what it cost EPCOR -- excuse me, what it cost EEDO pre-acquisition for those services?


MR. KOSKI:  Well so the first thing that I would point out is that in a lot of cases there is no direct comparison.  These services simply weren't being offered to the utility prior to the EPCOR acquisition.  So in some cases there won't be a direct comparison, but it's because the service wasn't being offered and the service, from our perspective, is necessary for utility operations.

MR. SIDLOFSKY:  Sorry, if I -- sorry to interrupt you, but I have it assume that EPCOR had -- that Collus had servers, Collus had software licences.  They had people, at least somebody running those, that equipment.

MR. KOSKI:  Correct, yeah.

MR. SIDLOFSKY:  So, I'm not exactly sure what services weren't offered in the information services area before the acquisition, but the utility was functional before the acquisition so, and it had -- it had information services, it had software, it had servers, it had desktops, it had licences.  Can you tell me anything about those costs?

MR. KOSKI:  Sure, Mr. Sidlofsky.  I'll maybe pass over to Mr. McCrank.

MR. McCRANK:  Thank you, Mr. Koski.  I'll address the one item that you have, line item up there, the manager of ops, network and security.  That position is new for the Ontario utilities.

That position addresses the operational technology network, the SCADA systems at our utility in Collingwood, but also, as you can see, you know, with the 83,000, there is an allocation that's going out to our gas utilities in Aylmer and in the South Bruce for their SCADA and operational technology network support.  That position did not exist at the previous utility.

The SCADA system was upgraded in 2019 and this is what warranted having a position that was going to manage and maintain that network.  The previous network had not been maintained and was antiquated, which is why it needed replaced in 2019.


This position, as I mentioned, provides the same level of support to new SCADA and OT systems on our gas utilities as well  So it is a net new cost of manager of ops network and security, an example of one of the increased costs that we have had to incur as a result of assuming operation of the utility.

MR. SIDLOFSKY:  Okay, so are you able to provide any insight to -- or any comparison of costs that we've shown on the right-hand side of the table to what existed pre-acquisition?  Sorry, let's leave aside the manager of network ops, because as Mr. McCrank indicated, that's a new position.

MR. KOSKI:  Yes, we would be able to provide this information.  Don't have it currently available, but yes, we would be able to provide.

MR. SIDLOFSKY:  You're okay giving an undertaking for that then, right?

MR. KOSKI:  Yes.  I'd just like to -- you will read out, but I would like to know specifically what you are looking for here.

MR. SIDLOFSKY:  Well, what I'm going to propose is that you complete the table at page 65 of the Staff compendium and provide a comparison of IS-related costs pre-acquisition and in the -- and confirm the costs in the 2023 test year.

That's probably not the best articulation of that undertaking, but can you do that or would you like to frame it a bit differently?  Because I'd be open to your suggestion as well as to how you'll complete that table.

MR. KOSKI:  No, I think we understand what you're looking for, Mr. Sidlofsky.

MR. SIDLOFSKY:  Thanks.  We'll leave it at that and we'll give that number J2.2.
UNDERTAKING NO. J2.2:  TO COMPLETE THE TABLE AT PAGE 65 OF THE STAFF COMPENDIUM AND PROVIDE A COMPARISON OF IS-RELATED COSTS PRE-ACQUISITION AND CONFIRM THE COSTS IN THE 2023 TEST YEAR; TO EXPLAIN WHAT ADDITIONAL SERVICES ARE BEING PROVIDED IN COMPARISON TO PRE-ACQUISITION.

MR. SIDLOFSKY:  Just a few other questions on OM&A related to other areas of allocated costs.  EEDO noted in it application that before the acquisition there was no HSE, or health safety and environment position, in the LDC, correct?

MR. KOSKI:  Yes, correct.

MR. SIDLOFSKY:  And post-acquisition, EEDO has been receiving HES services from EOOMI, that is one HSE manager and EUI, correct?

MR. KOSKI:  Yes, that's correct.

MR. SIDLOFSKY:  And my understanding is the total estimated cost for that, for the 2023 test year is $79,571.

What's the difference between the services provided by the EOOMI HSE manager and by EUI?

MR. McCRANK:  Mr. Sidlofsky, I'll take that question.

MR. SIDLOFSKY:  Thanks.

MR. McCRANK:  So there is a reporting relationship between the HSE manager in Ontario and the HSE senior manager at EUI level.  Our safety department is a -- is not directly reporting into Ontario operations.  They report up through the safety chain of command within EPCOR.


And so just to articulate that a little bit, the reason for that is to ensure that all of our business units across all of our operating areas meet the EPCOR safety standards and that we're not all going off in different directions.

The Ontario level, EOOMI level HSE manager is her did day-to-day is visiting the sites, working with the field personnel to ensure that they have the tools necessary, that they have the proper protective equipment, they have the procedures in place, that they're keeping up to Ontario-level safety regulations, that they're implementing all of the policies and procedures and practices to meet Ontario regulations first and foremost, and then, of course, adhere to EPCOR safety standards.

This HSE manager reports, as I mentioned, to a senior manager out of Edmonton.  That senior manager then would be managing HSE personnel across our North American operations, and that senior manager would then provide guidance and leadership, direction, ensure that any EPCOR-related safety programs and initiatives are properly rolled out and understood then by the Ontario-level business units.

So it is a hierarchical structure we have on our safety side.  I hope that helps explain a little bit, I guess, what the difference is.

The senior manager does visit Ontario, does support the manager in Ontario to make sure that that position has all the necessary support required to carry out their day-to-day jobs.

MR. SIDLOFSKY:  Okay.  Just on -- there are a few other costs -- cost totals that have been allocated to EEDO, and I'm wondering if we could talk about those amounts in the context of a -- of what I think we can agree is a fairly small utility, so your total IT cost is $309,626.  And when I say "total IT cost", this is what's being allocated to EEDO.

Human resources is $194,279.  PNGA is 25,713.  And, sorry, management oversight is $257,843.

Have you considered those costs in the context of the size of the EEDO as a fairly small electricity utility?  And more specifically, did you consider the costs for other comparable Ontario distributors with similar customer numbers and OM&A or at least obligations when it comes to
-- when it comes to OM&A?

MR. HESSELINK:  I'll take a crack at that one.

MR. SIDLOFSKY:  Sure.

MR. HESSELINK:  We did, yes, of course, you know, the costs that are involved, we do compare ourselves to other utilities, and that's becoming more of an emerging topic as well with activity and product-based benchmarking.

We did compare our OM&A and as well our revenue in comparison with our peers and feel on an overall basis that we are comparable, you know, looking at a, you know, a similar size cohort, because that's one possible way to look at it.  We've been around the 50 percent percentile with OM&A per customer.  And we've been on the low side for revenue.

So we are seeing some increased costs there, but we also have increased expectations either from, you know, from cyber-security requirements, regulatory requirements, health and safety requirements.

So operations historically have been lean, but we feel this is the best way to ensure that we are meeting those obligations and in an affordable manner, so we do take those into account, but we do feel, even with the numbers we're bringing forward, we're still comparable, and we're still in a good position in comparison with our peers.  That's where we look to be, is kind of in the middle of the road.

MR. SIDLOFSKY:  Okay.

MR. KOSKI:  Sorry, Mr. Sidlofsky --


MR. SIDLOFSKY:  Yes.

MR. KOSKI:  -- if I could add just one other thought. Just give me one moment.  Sorry, my apologies.  I just needed to organize my notes.

To amplify a little bit from what Mr. Hesselink had mentioned, one of the other things that we did look at was in terms of adding the various suite of shared services.  We did take a slice at that from an FTE perspective, so the LDC's FTE number on its own without the shared services is around 28 FTEs.

So if we add in our shared services costs from corporate shared services, as well as the affiliate shared services, assuming approximate manager-level providing services, because these are -- these would tend to be professionals who know their subject matters, with an approximate total compensation amount of 150,000, that would add about three-and-a-half FTEs for the affiliate shared services and about three-and-a-half FTEs for corporate shared services, bringing our number to approximately 35 FTEs, and based on the 2021 yearbook data, 35 FTEs is right around average for our cohort, our peers that we would compare ourselves to.

So I think looking at total costs is one way to do it.  I think another good way to look at it is look at FTEs.  And coming at it from an FTE perspective, again, we come right in line with the model that we are employing here.

And I'll further point out, we come in line with FTEs, but as we've discussed previously within this oral hearing, especially the corporate shared services, they come with a much broader range than an individual FTE could ever, ever hope to accomplish.

So HR, good example that we discussed, if that's worth about one FTE, it is coming with the broad range of professional experience from all four of the main FTE, HR areas that are provided out of corporate.

So FTE-equivalent, I think we are in line, and we do, as Mr. Hesselink said, we do look to be in line with our peers, but from a broad -- from a depth of service that those FTEs can provide, a much broader and richer depth.

MR. SIDLOFSKY:  That actually takes me back to page 65 of the compendium and the undertaking that I asked you for.

I'm wondering if, as part of your response to that undertaking, you could ensure that you explain what additional services are being provided in comparison to pre-acquisition.

I don't think that was exactly part of the undertaking, but it would be helpful not only to see the costs, but an explanation of what has changed since pre-acquisition.

Are you able to do that as part of Undertaking J2.2?

MR. KOSKI:  Yes, yes, we can do that.

MR. SIDLOFSKY:  Okay.  On that note, and just arising out of this more recent discussion on these other areas, could you provide a similar explanation for each of HR, PNGA, and management oversight as to what services are now being provided that weren't pre-acquisition?

And I'm wondering if you could prepare a similar table to the one on page 65, showing the change in costs, and also providing an explanation of the additional services in each of those areas between pre-acquisition and the 2023 test year?

MR. KOSKI:  Sorry, just to confirm, Mr. Sidlofsky, which areas were you looking for?

MR. SIDLOFSKY:  HR, PNGA, and management oversight.

MR. KOSKI:  Just give me a quick second.

MR. SIDLOFSKY:  Sure.

MR. KOSKI:  So just so I'm clear, that is for the three areas you just mentioned, like, a similar -- page 65 table.

MR. SIDLOFSKY:  That's correct.

MR. KOSKI:  Okay.

[Witness panel confers]


MR. KOSKI:  Apologies for the delay.  I was just conferring.  I don't have as much historical knowledge as some of my colleagues, so I just wanted to make sure that we weren't agreeing to something that would be particularly onerous.  But, yeah, we can agree to provide that information.

MR. SIDLOFSKY:  Thank you.  We'll make that undertaking J2.3.
UNDERTAKING NO. J2.3:  TO PREPARE A SIMILAR TABLE TO THE ONE ON PAGE 65, SHOWING THE CHANGE IN COSTS FOR HR, PNGA, AND MANAGEMENT OVERSIGHT, AND ALSO PROVIDING AN EXPLANATION OF THE ADDITIONAL SERVICES IN EACH OF THOSE AREAS BETWEEN PRE-ACQUISITION AND THE 2023 TEST YEAR.


MR. SIDLOFSKY:  Those are my questions on OM&A.

Just for the Panel, I know we're scheduled roughly around now for a morning break.  I know we had a bit of a technical issue that took some time.  Did you still want to take a break around now, Mr. Moran, or should we continue?


MR. MORAN:  I think we can continue.

MR. SIDLOFSKY:  I just have a couple of questions on long-term debt.  I definitely have far fewer questions after my friend Mr. Rubenstein finished yesterday morning, but just to -- and I can tell you what I'm going to be asking you about.  It is about EEDO's ability to obtain debt, third-party debt at reasonable rates.

You will recall that conversation, I think with Mr. Rubenstein yesterday and your suggestion was that that EEDO wouldn't be in a position to get a rate in the market comparable to what it could get through EUI, correct?


MR. KOSKI:  Yes.  Based on the information I was able to gather, correct.

MR. SIDLOFSKY:  Okay.  Yesterday I circulated a copy of the OEB's letter of October 27th, 2016.  I'm going to mark that, if you don't mind as Exhibit K1.1.  And that letter sets the cost of capital parameters for 2017, based on the OEB's methodology.

Sorry, did I say K2.1, I think.  If I didn't, that will be exhibit K2.1.
EXHIBIT NO. K2.1:  OEB LETTER DATED OCTOBER 27TH, 2016.


MR. SIDLOFSKY:  You had talked about a commercial debt that EEDO's predecessor Collus Powerstream had with the TD bank.  Now, that was executed on March 10th of 2017 for a ten-year term with a principal of 3,048,746.  And the rate on that was 3.59 percent.  That's shown on the table for 2017 at the top of page 100 of the Schools compendium for yesterday.

I'm not sure I need you to bring that up, but I'm at least giving you the reference for it.  I assume you can accept my number or my numbers.

MR. KOSKI:  Yes.  Mr. Sidlofsky, that would be equivalent to the information that's found in Exhibit 5 on pages 6 through 8.  So yes --


MR. SIDLOFSKY:  That's right.

MR. KOSKI:  -- agreed.

MR. SIDLOFSKY:  And my recollection of the discussion is that you felt that EEDO or its predecessor wouldn't be able to get debt financing at market-based rates that were as favourable as those of EUI.

And just to be clear, or to make sure I understand it, EUI isn't passing on the debt rate that it's able to obtain on its own, but it is assigning a rate based on a rate that EUI determines that EEDO should pay.  It is based on the methodology that you documented in your response to interrogatory 5-Staff-56, and on your assumption that EEDO would be triple B rated; is that right?

MR. KOSKI:  That's correct.  So, how the debt would be priced by EPCOR would be based on an evaluation of, I guess I'll call it a synthetic credit rating, because we were not actually getting a credit rating done by a credit rating agency.  But we would use, essentially we would use S&P's methodology and put all of the financial metrics together based on S&P's methodology to come up with a -- what EPCOR would believe is the credit rating for the subsidiary being lent to.

MR. SIDLOFSKY:  So just to be clear, there is no independent credit rating for EEDO?  It is all done internally by EUI?


MR. KOSKI:  Correct, the calculations are done by our corporate finance team who has very detailed knowledge of the credit rating agencies' methodologies, and as I said, we do follow the S&P methodology.

But there isn't an external one done.  Maintaining an ongoing credit rating for a utility of this size would be quite expensive and in our opinion, not necessary.

MR. SIDLOFSKY:  Okay, so moving to the -- sorry, moving to the October 27th, 2016 letter, if I could just have you scroll down a little bit there, there's a -- there's a section of the letter that deals with the -- overall it's the cost of capital parameters for the 2017 rates, but more specifically for my question, the deemed long-term-debt rate is shown as 3.72 percent, correct?

MR. KOSKI:  Correct.

MR. SIDLOFSKY:  Okay, and that's for a long-term or a 30-year debt instrument taken out by an A-rated utility based on the Board's methodology?


MR. KOSKI:  Based on my understanding of the methodology, correct.

MR. SIDLOFSKY:  Yes, now the March 10th, 2017 loan that Collus had with TD, it was only a ten-year term but -- and in your view or in EUI's view, EEDO or Collus wouldn't be A-rated because you're looking at it as triple B.  So we don't really have an exact apples-to-apples comparison here.


But you -- what you said in response to interrogatory 5-Staff-56, and just for your reference it's at page 83 of the Staff compendium, you say that:

"EUI's credit spread is converted into a credit spread for EEDO based on EEDO's deemed credit rating.  EEDO is currently rated BBB by EUI, and this solid investment credit rating is based on EEDO's stable industry and scope of operations as well as the business and industry risk of the operation."

We don't know the other terms of that third-party loan, at least we don't -- I don't have those in front of me, but it seems to me that it -- the 3.59 percent rate that Collus was able to obtain was actually below the OEB-issued long-term-debt rate and I think we agree that the OEB rate is a proxy for a market-based rate.  Do we agree on that -- with that?

MR. KOSKI:  I agree that the OEB methodology is a market-based rate but, of course, the -- one of the key points when comparing that 3.59 versus the 3.72 is, as you've said, Mr. Sidlofsky, that debt that was taken on was 10-year debt and, in fact, it was 10-year amortizing debt.  So it actually has an effective life of less than 10 percent -- or less than 10 years.


So as we discussed yesterday with Mr. Rubenstein, EPCOR's perspective on financing is that we should match the life of the asset with the life of the debt to the extent possible.  And so using 30-year debt would be how we would normally finance long-life infrastructure assets.

So while the 3.59 was under the OEB's deemed rate for the year, it was for a much shorter tenure, average life of the debt.

MR. SIDLOFSKY:  Understood.  And just to be clear, EUI or -- well, EUI or the utility didn't go out to the market to look for debt.  The view was always to do it through EUI, correct?

MR. KOSKI:  Sorry, just to confirm, which debt are you referring to?  The debt that was entered into in 2018?

MR. SIDLOFSKY:  No, sorry, sorry.  What I'm referring to is the discussion around the fact that -- around the suggestion that EUI -- excuse me, that EEDO wouldn't be able to get a more favourable rate in the market than EUIs was assigning it.

MR. KOSKI:  Yeah, so -- and that's kind of what I was trying to show in the discussion yesterday with Mr. Rubenstein.  Based on our knowledge of the market and how it works, bank debt, generally speaking, is not priced the same as pure public debt would be, if an organization could actually go and access the public market.

The OEB's methodology uses parameters that assume that a market participant could actually participate in the market.  EEDO, with its size and wherewithal, wouldn't be able to participate in that market, and so, as was shown with historical, they had to go to the bank to obtain this financing, and what I was trying to show, based on that 2017 issuance, if the company was able to access the market, like the OEB methodologies assumes it can, the all-in rate in and around that March time frame in 2017 for an A minus rated utility issuer would be more in the 2.9 percent range.

So I was just trying to demonstrate that EPCOR's view that EEDO couldn't access a rate comparable to the OEB deemed rate is -- was true at least for that one data point.  That would continue to be our view -- generally speaking, bank debt is more expensive than accessing the debt on the public market, which is how the OEB's methodology is constructed.

So another thing I could say, the way that the OEB comes up with a deemed rate, that's how EPCOR would be able to access debt in the public market.  EEDO, as a small private utility, wouldn't be able to access the market that way.

MR. SIDLOFSKY:  Okay, thank you.  Those are my questions on long-term debt.

I'm going to move on to some accounting questions.  Before I start I will confess that I'm not an accountant, but bear with me, and we'll all try to get through this.

Could I take you to page 74 of the compendium?  And on that page we've reproduced your pre-filed evidence at Exhibit 9, tab 1, Schedule 1, page 14, and specifically table 9.1.10 at the top of the page.

Just ask you to confirm that EPCOR's requesting the disposition of the forecasted 2022 balance in account 1508. The sub-account is the OEB cost assessment variance for a debit amount of $246,120.

MR. KOSKI:  I can confirm that, yes.

MR. SIDLOFSKY:  Thank you.  If I could ask you to just move your eyes down to table 9.1-11, which breaks down the total requested balance into transactions in each year.  The annual transactions in that account from 2006 to 2022 wind up being around 30- to 35,000 a year, correct?

MR. HESSELINK:  The -- excuse me, let me just look at the chart here.

So the table above is cumulative, the table below is the annual balance.  So the amounts built into EEDO's previous rates were 36,496 per year.

The actual in costs -- the actual costs incurred were 74,000, looking at 2017, leading to a variance of 37,000, and the 37,000 is what's being added to the deferral account balance in the example of 2017.

MR. SIDLOFSKY:  Right.  And then when we go through the amounts that are being added in each year, we get to the cumulative amount, or the cumulative balance, that we see in table 9.1-10, correct?

MR. HESSELINK:  Correct.

MR. SIDLOFSKY:  Okay.  So that's -- those individual annual variances lead us to an overall balance of 246,120.

MR. HESSELINK:  Correct.

MR. SIDLOFSKY:  Okay.  I'll take you to page 76.  That's an extract from the OEB's February 9th, 2016 letter regarding revisions to the OEB cost assessment model.

And in that letter the Board states that:
"Regulated entities are reminded that, in the normal course, any disposition of deferral and variance account balances must meet any OEB default or company-specific materiality thresholds."

Can you confirm that, based on the Chapter 2 filing requirements, EPCOR's materiality threshold for deferral and variance account purposes would be $50,000?

MR. HESSELINK:  Yes, I can confirm that.

MR. SIDLOFSKY:  Okay.  Does an annual variance of $35,000 have a significant influence on EEDO's operations?

MR. HESSELINK:  Obviously the term "significant" is subjective, but $35,000 does have an impact.  That would be an equivalent of a third of an FTE's cost, I would guess, approximately.

We would also argue with this account -- sorry, if I go back to the previous table -- that, had we rebased earlier, this cost variance would have been included in rates at that time.

So we're not seeking to recover anything beyond the actual costs that were incurred during this period.

MR. SIDLOFSKY:  Okay.  So when you are suggesting $35,000 has a significant influence -- and I -- I'll appreciate that "significant" may mean different things to different people -- you suggested that was half an F -- that could be half an FTE.

Has that kind of balance prevented you from hiring staff?  Has it -- I mean, I understand that the number might correspond to half an FTE, but has it actually had consequences for your operations?

MR. HESSELINK:  Not directly, but I would say that EPCOR will go ahead and make the investments where it sees fit, so that has come at a lower rate of return for EPCOR since the acquisition has taken place.

So the shareholder is willing -- if the services are needed, if staff are need, the shareholder has been willing to make those investments in the deferred rebasing period.

MR. SIDLOFSKY:  And I take it that's on the assumption that at some point that money will be recovered?

MR. HESSELINK:  Well, at some point we would be rebasing, bringing the shareholder back to a deemed rate of return, a more appropriate longer-term rate of return.

MR. SIDLOFSKY:  Okay.  I'm going to ask you a few questions about the -- excuse me, about the new account that you've requested for recovery of the deferral account for recovery for income taxes, and Mr. Rubenstein was asking you about this account as well, so I'm not going to take a lot of time on this.  But I just have a few follow-up questions from that conversation that you had yesterday with Mr. Rubenstein.

Based on -- following up from that exchange that you had, and based on current forecasts, it looks like EEDO will still have a regulatory tax loss carry-forward at the end of 2027; is that right?

MR. KOSKI:  Sorry, Mr. Sidlofsky, can you please repeat the question?

MR. SIDLOFSKY:  Yeah, based on your current forecasts, EPCOR will still have a regulatory tax loss carry-forward at the end of 2027?

MR. KOSKI:  Correct, based on current forecast.

MR. SIDLOFSKY:  Okay.  Could I take you to page 82 of the compendium, please.  I'm referring to Chapter 2 of the Board's filing requirement for distribution applications now.

There are three eligibility criteria to be met for the establishment of a new account.  One of those criteria is materiality, and to meet that criterion the forecasted amounts must exceed the OEB's-defined materiality threshold and have a significant influence on the operation of the distributor, otherwise they must be expensed in the normal course and addressed through organizational productivity improvements.

Can you explain EPCOR's views -- or excuse me, EEDO's views on how the materiality criterion is met when zero dollars are forecasted to be recorded in the account?

MR. KOSKI:  Mr. Sidlofsky, when it comes to the income tax area, EEDO's position on this, is our thoughts, that the utility shouldn't bear any risk or reward for income taxes, which is the reason that we had had asked for the deferral account.


Forecast is forecast.  We don't know how that's going to play out, so really all we're asking for with this deferral account is, to the extent that cash taxes end up getting paid, that the utility can collect those in future rates.


So I can't say for sure that our forecast will come to fruition.  If it does, then the deferral account will have no balance in it.  But if for whatever reason there are cash taxes paid, the utility's position is we should be held whole for those costs.

MR. SIDLOFSKY:  I'll just run through a scenario with you to make sure I understand what you're asking for.  But this is really a just-in-case kind of thing, given that you're expecting a loss carry-forward as far out as 2027.

MR. KOSKI:  So really what we're asking for is to -- if and to the extent cash taxes are paid in the future, we would like to be able to recover those in rates.

The primary thing driving the loss carry-forward balance that the utility has coming into the rate case is the fact that the utility was underearning.  Costs were up but EPCOR made the determination that costs were required, and as a result the ROE numbers for the years coming into the filing as noted in 1-Staff-4 were low, leading to loss carry-forwards.

And those losses have all been on, the reduced ROE has all been on account of the shareholder.

So the utility believes that to the extent tax taxes are paid in the five-year period that the utility should be able to recover those cash taxes.

MR. SIDLOFSKY:  Just so I understand how the account would work, the intention here is to record the taxable income above the projected tax loss carry-forward, so taxable income after the tax loss carry-forward has been fully used up, multiplied by the tax rate effective in this rate proceeding.

And again, this is just an example so I can understand how this account is going to work.  If EEDO ends up paying PILs because its OM&A was $100,000 lower than approved, based on some operational decisions you may have made, and that leads to taxable income being higher by $100,000, then the account will record the PILs paid resulting from this.  And that will be at the tax rate approved in this proceeding.


So the calculation would be $100,000 times a 26.5 percent tax rate for a total of $26,500 being booked into that account.  Is that the way it would work?

MR. KOSKI:  Correct, that's the way it would work, subject to all of the loss carry-forwards being utilized.

MR. SIDLOFSKY:  Right.

MR. KOSKI:  Correct.

MR. SIDLOFSKY:  Because this only kicks in where you are past your loss carry-forwards, correct?

MR. KOSKI:  Correct.

MR. SIDLOFSKY:  And the thinking is simply that you want EPCOR to be kept whole if there is some exposure beyond your loss carry-forwards?

MR. KOSKI:  Correct, EPCOR's position being that income tax shouldn't be a risk or reward item for the utility.

MR. SIDLOFSKY:  Moving on to another new account that you requested, that's the non-utility billing service account.  A few questions on that.  There was -- you had some discussion about that with Mr. Rubenstein yesterday morning, and I'm just going to follow up with a couple of questions on that.


EEDO has an agreement with the Town of Collingwood to provide non-electricity billing services to the town.

And based on the November 21st, 2022 letter from the town that Mr. King filed yesterday morning as Exhibit K1.2, does that mean that the expectation is that the town is going to cancel the services provided by EPCOR, even though the agreement runs to December 31st of 2027?

MR. HESSELINK:  So we are hoping to avoid the cancellation of this agreement.  We want to keep this business.  The agreement does have a one-year exit clause, and so they've exercised that clause and given us the opportunity to save the business.

MR. SIDLOFSKY:  Okay, and I take it that there are no further updates at this point, since November of last year?

MR. HESSELINK:  We filed a response in January and -- I believe --


MR. SIDLOFSKY:  Mm-hmm.

MR. HESSELINK:  -- and that was filed.

MR. SIDLOFSKY:  Yes it was.

MR. HESSELINK:  That's the last communication on the matter, formal communications.

MR. SIDLOFSKY:  When are you expecting a response from the town?

MR. HESSELINK:  We don't know.  We'll likely follow up shortly.  We've had other things on the go, but we expect to hear back now that the town's budget for the year has been finalized.  We anticipate they will have some more capacity to complete their analysis and make a decision.

MR. SIDLOFSKY:  And in your prefiled application EUI asked for the establishment of the non-utility billing services account, and that would record the difference between the amount of fixed billing costs attributable to non-electricity billing net of actual recoveries from the town, in the event this that agreement is terminated?

MR. HESSELINK:  Correct.

MR. SIDLOFSKY:  So if the agreement is terminated, there wouldn't be any actual recoveries from the town, would there?


MR. HESSELINK:  No.  Maybe it was referred as such due to timing issues.  It could be part way through the year. But, yes, if the agreement with the town is terminated, then that per-bill service charge would no longer be collected.

MR. SIDLOFSKY:  Okay, so there are no other payments from the town that you'd be expecting if that agreement is terminated?

MR. HESSELINK:  That's correct.

MR. SIDLOFSKY:  Just so I'm clear in my mind, that may have contemplated payments that you had already received in the year from the town?

MR. HESSELINK:  Yes, yes.

MR. SIDLOFSKY:  I just wanted to get a better understanding of how the numbers currently flow through the application.

So yesterday morning you confirmed with Mr. Rubenstein that the revenues from the town and the costs -- and those are CIS costs -- are included in other revenues as a revenue offset to your revenue requirement, correct?

MR. HESSELINK:  That's correct.  The net of the two would be included in that.  So it's on the other revenue schedule.  Both items are included.

MR. SIDLOFSKY:  Okay, so the town revenues are recorded in account 4375.  That's revenues from non-regulated -- non-rate-regulated activities?

MR. HESSELINK:  Yes, that's correct, just subject to check.  I was just going to open the Chapter 2 appendices to verify.

MR. SIDLOFSKY:  Sure.

MR. HESSELINK:  Okay.  And I will just share just so we're looking at the --


MR. SIDLOFSKY:  Sure.  If it'll help, and I think it might, we also have a couple of tables at page 86 of the Staff compendium that show where that money is flowing.

MR. HESSELINK:  Thank you.  Yes, so there the revenue is included in 4375 and the costs are included in 4380.

MR. SIDLOFSKY:  Okay.  So if -- and just leaving that table up on the screen, if the agreement with the town is terminated, you will no longer receive the revenues that are currently being booked to account 4375?

MR. HESSELINK:  Correct.

MR. SIDLOFSKY:  And you are suggesting that you will still incur the fixed costs that were included in account 4380?

MR. HESSELINK:  Yes, so that has to do with the allocation of the CIS cost, the customer information systems cost, that I was referring to yesterday.

A portion of the CIS costs are allocated to the water and wastewater services, as they're utilizing the same system.

MR. SIDLOFSKY:  Okay.  Now, just staying on that page of the compendium, in response to interrogatory 9-Staff-104E, you confirmed that $200,000 is expected to be recorded in the account.

And in your pre-filed evidence you said that the $200,000 represents the portion of costs paid to outside vendors.  And you are not asking to include the portion of costs for EPCOR employees' time incurred for providing billing services to the third party.

MR. HESSELINK:  I can confirm that.

MR. SIDLOFSKY:  Okay.  And --


MR. HESSELINK:  Sorry, just to expand.  The idea of that goes back to the critical mass needed for the LDC.  If you -- you know, this is a portion of our business.  It would be a portion of our customer phone calls.  But we would still -- EPCOR would still require the same FTEs -- sorry, the same head count, not FTEs, in order to meet the customer-service standards and billing standards that we have.  But we're not including those amounts as part of this request.

MR. SIDLOFSKY:  Okay, and if I take you to page 87 of the compendium.  We've reproduced your response to Board Staff interrogatory 9-Staff-87.

And you said there could be some small cost reductions in postage and meter reading and billing system costs if the billing services were no longer provided to the town.

Does the $200,000 cost that we saw on the table reflect the reduction in costs noted in your response to that interrogatory?

MR. HESSELINK:  So those costs are included in the line below in the variable costs.

MR. SIDLOFSKY:  Could you take me back to the table and just point those out to me, please?  That would be page 8 of 6 of the compendium.

MR. HESSELINK:  Oh, sorry.  Yes.  Just right here?

MR. SIDLOFSKY:  Yep.

MR. HESSELINK:  There is the water and wastewater system variable costs.

MR. SIDLOFSKY:  Okay.  So those reductions are already reflected in that table?

MR. HESSELINK:  Yes.

MR. SIDLOFSKY:  Okay.  Just, I was -- I just wanted to make sure they were being picked up somewhere, so thank you.

MR. HESSELINK:  I think, simply put, the $200,000, the estimate, those are the totally unavoidable costs that we would incur otherwise.

MR. SIDLOFSKY:  Okay.  And just on that table, the $200,000 in that line shown in the table for water, wastewater system fixed, those are the costs that you are going to incur -- going to continue to incur even if the town does terminate that agreement, correct?

MR. HESSELINK:  That's correct.

MR. SIDLOFSKY:  Okay.  I'll keep you on page 86. I just want to check with you.

The portion of the costs for EPCOR's employee time incurred to provide billing services to the third party, is that actual to the -- and that would be the town, but is that equal to $350,000?

MR. HESSELINK:  Yes, that's our projected cost, and that includes the people doing the actual billing service, management oversight, and the customer-service team, as well -- I'm not sure -- that might be -- there may be others included, but those are the costs that are allocated to provide that service, or the costs that are necessary to provide that service.

MR. SIDLOFSKY:  So of the 350,000 that is shown there, is that all employee time, is that all wages and benefits?

MR. HESSELINK:  That's right.  Correct.

MR. SIDLOFSKY:  Okay.  So if you are including the employee time costs in account 4380, are those costs not in your employee costs that you are already asking for as part of OM&A?

MR. HESSELINK:  That's correct.  They are excluded from OM&A.

MR. SIDLOFSKY:  Okay.

MR. HESSELINK:  Treated as a separate line of business.  So the entire -- the revenue and expenses related to that business are entirely carved out.

MR. SIDLOFSKY:  So you are not double-counting between your compensation in your OM&A and this -- and these wages?

MR. HESSELINK:  Correct, sort of to try to simplify it again, with the exclusion of this business, that those amounts other than the $50,000 would have been included in the OM&A request.

MR. SIDLOFSKY:  Okay.  Now, you -- there were costs paid to third-party vendors?

MR. HESSELINK:  Yes, the $200,000 is to third-party vendors.

MR. SIDLOFSKY:  Right.  I'm wondering if you can show the actual costs paid to those third-party vendors from your last rebasing through 2022.

Would you have that information?  I don't mean at your fingertips, but would you have that information?

MR. HESSELINK:  Yeah, I'm sure we would.  I'm just thinking if it is readily available, because it would be included on Appendix 2H, but it would probably be beneficial to verify some of the historical data as Collus went through the change with solutions, if the numbers were captured differently.

MR. SIDLOFSKY:  I'm going to ask you to do that.

MR. HESSELINK:  Okay.

MR. SIDLOFSKY:  To -- so of the -- for your fixed costs paid to outside vendors for -- that's being -- that's recorded in account 4830, could that category of costs -- I'd ask you to show the actual costs paid to outside vendors from the last rebasing to 2022.

Does that work for you as an undertaking?

MR. HESSELINK:  It does, yes.

MR. SIDLOFSKY:  Okay.  We'll make that J2.4.
UNDERTAKING NO. J2.4:  FOR THE FIXED COSTS PAID TO OUTSIDE VENDORS THAT'S RECORDED IN ACCOUNT 4830, TO SHOW THE ACTUAL COSTS PAID TO OUTSIDE VENDORS FROM THE LAST REBASING TO 2022.

MR. SIDLOFSKY:  I'll take you to page 90 of the compendium, please.

And we've reproduced your response to interrogatory 9-SEC-47B.  And you say that the agreement with the vendor is based on a cost-sharing principle, as EPCOR currently pays CIS costs based on the number of active accounts in its system, correct?

MR. HESSELINK:  That's correct, so we are part of a utility collaborative, called the Utility Collaborative Services, UCS.  We have a shared North Star licence.  North Star is the system's name.  And so we allocate the costs of that with the other LDCs based on the number of active accounts.

MR. SIDLOFSKY:  Okay.  And I'll take you back to -- I'll move you now to page 86 of the compendium.  And looking back at the table in your response to 9-Staff-104C, the $200,000 is for fixed costs and 50,000 is for variable.

If that cost is based mainly on the number of active accounts --


MR. HESSELINK:  Mm-hmm.

MR. SIDLOFSKY:  -- why is the majority of costs fixed?  I'm just trying to understand.  Wouldn't the bulk of those costs be variable if they're based on active accounts?

MR. HESSELINK:  The costs -- those are the CIS costs, so it would be -- and for the purposes of this it's fixed, meaning whether or not we have the water and wastewater billing, those costs will be incurred.

So the CIS in total are CIS costs are allocated based on customer account and a portion of those costs are allocated to the water and wastewater business, based on the effort required between electricity and the water and wastewater billing.

So that would mean in the absence of the water and wastewater agreement, those costs would still be incurred by the LDC because the number of accounts would not change.

MR. SIDLOFSKY:  Okay, and just staying on page 86, in your discussion with Mr. Rubenstein yesterday, I think you mentioned that the revenues from the town that could be in account 4375 would be $700,000 for 2023; can you confirm that number?

MR. HESSELINK:  Let me just refer to the schedule.  715 was the totality.  And that's actually the totality of the three lines on the table, the 650, the 20 and the 45.

MR. SIDLOFSKY:  That's 715; is that right?

MR. HESSELINK:  Correct.

MR. SIDLOFSKY:  715,000 for 2023.  Okay.

Now, in Exhibit K1.2 the January 2023 letter -- excuse me, January 20th, 2023 letter from EEDO to the town says that EPCOR is proposing to re reduce its fees to the town from $4.67 per bill to $3.85 per paper bill and $3.25 per electronic bill.  Does this affect your application at all, and could you tell me how it does?

MR. HESSELINK:  This does not affect the request.  This is just a demonstration of an effort by us to try to maintain the business.

Because it is a shared benefit model, you know, really -- I don't want to say any revenue that we receive helps offset our rates, but it will still allow us to offset a portion of those costs which we feel is beneficial to the ratepayer.  So we would get lower revenue.

If the town agrees to our proposal, instead of 715, our revenue would be I think approximately -- maybe 550 or 600,000 dollars.

So that wouldn't -- that wouldn't trigger any entries into the deferral account.  That just would be something the business would have to address and have to deal with.

MR. SIDLOFSKY:  Okay, just to, if I could summarize right now, so leaving aside your ongoing negotiations with the town, the impact of this revenue stream on your revenue requirement in this application, is 100 -- is -- a net of $115,000 in revenue offset to your base distribution revenues; correct?  And I get that by taking the 890,000 in account 4375, which are your revenues, less 775,000 in account 4380 for your expenses.

MR. HESSELINK:  That is correct.

MR. SIDLOVSKY:  So just to understand why it is that you are looking for the deferral account, if the agreement's cancelled during the incentive period, the incentive regulation period that follows rebasing, you'd still have your revenue offset of $115,000 embedded in your rates, but you'd actually lose revenues?


MR. HESSELINK:  We'd lose revenues and we would still incur a portion of the costs.

MR. SIDLOFSKY:  That's right.  So less than $775,000 but greater than $200,000?


MR. HESSELINK:  Yes.


MR. SIDLOFSKY:  And that's why you are looking for the deferral account?


MR. HESSELINK:  Yes.  As I have stated, we do want to maintain this business, because it is beneficial for both the -- wearing either a rate-payer or taxpayer hat for the folks in the Collingwood area.


But this is a risk that the utility is taking on, and so this is just based on the information.  This is a known item.  Based on this information being available, and with it potentially ending the first year of our rate term, at the end of 2023, we thought it was appropriate to bring forward.

MR. SIDLOFSKY:  Are you aware of any other Ontario electricity distributors that have a similar account?  Have you looked around in the sector?

MR. HESSELINK:  I'm not aware of that, but I think we're also unique in that we are not municipally owned and providing water and wastewater services.

The only sort of offsetting examples that I've seen is Alectra where they've discontinued the water and wastewater billing in the Guelph area and I think Hamilton as well. But that's the LDC deciding not to continue with that business.  So I'm not aware of anything specifically.

MR. SIDLOFSKY:  Okay, those are my questions for panel 1.  Commissioners, I'm wondering if you wanted to take a morning break at this point.  I know we've got a hard stop at noon, but I'm in your hand or I'm really -- we would be -- next would be VECC on the schedule.

MR. MORAN:  I think, given that we're going to be stopping in about 45 minutes, unless someone wants to have a break now, we'll continue.

MR. GARNER:  Can you hear me, Mr. Chair?


MR. MORAN:  Yes.


MR. GARNER  I apologize, but I guess I was expecting one of the breaks before we start.  But in the interest of time if everybody is amenable, I think I can carry on, so to speak.

MR. MORAN:  I don't mind if we take a break for ten minutes.  Let's just break for ten minutes then and come back.

MR. GARNER:  Thank you.
--- Recess taken at 11:20 a.m.

--- On resuming at 11:32 a.m.

MR. MORAN:  Mr. Garner, over to you.

MR. SIDLOFSKY:  Sorry, just before Mr. Garner begins, I'm just going to step in and have the VECC compendium marked as Exhibit K2.2.

MR. MORAN:  Thank you, Mr. Sidlofsky.

MR. SIDLOFSKY:  Thank you.

MR. GARNER:  Thank you, Mr. Sidlofsky.
EXHIBIT NO. K2.2:  VECC COMPENDIUM.

MR. MORAN:  And Mr. Garner, just to remind you, we have a hard stop at, like, a minute or two before 12:00.

MR. GARNER:  Understood.  I will make sure that we can make a cutting point there.

MR. MORAN:  Okay.  Thank you.
Cross-Examination by Mr. Garner:

MR. GARNER:  Good morning, Mr. Chair and Commissioners and panel.  My name is Mark Garner, and I work for VECC and PIAC, and our interests are particular to residential class and particularly the low-income people in your area.

And just as a start for asking the panel, do any of you know what -- the number of customers you have in your franchise that would meet one of the low-income designations?  Let's say the StatsCan one, low-income cutoff after tax?  Do you have any idea how many low-income customers you have?


MR. HESSELINK:  Not specifically.  I believe we have about 750 customers on OESP, so that's one gauge that we have.  A lot of them would be categorized in that group.

MR. GARNER:  And do you exhaust most of your LEAP funding each year?

MR. HESSELINK:  Most years we have, and I don't know the year-end number for this past year.  But historically we have, I think, with the exception of the last couple of years, I would say.

MR. GARNER:  Okay.  Thank you.  Now, I asked you -- we have -- I have a compendium, but as you might understand, I am third in line after a lot of questions, so much of what I have put together has now become redundant, so you are going to find I'm going to flip around quite a bit, with your help, Mr. Hesselink, and as you've done right now for me.

The first place I'd really like to start is in this capital table.  I want to start just clarifying a couple of things.

When your capital for 2023 -- I'm looking at system access.  And as you can see in system access, most of the categories -- road authority, customer demand, and service -- they all attract a capital contribution.  But am I right, the one area that doesn't attract a capital contribution and system access is the meter category, this line 32; is that correct?

MR. HESSELINK:  Just referring to the table, yes, that is correct.

MR. GARNER:  Okay.  And is there a -- and I apologize if it is somewhere in the evidence -- is there a reason for -- a particular reason for the relatively large jump in 23 on the meter costs that are in there?

MR. McCRANK:  Thank you, Mr. Garner, I'll take that question.

Yeah, it is in the -- within the DSP within the business justifications, business cases, so the purpose or the reason for that larger increase is that we've got over this next DSP period about 10,000 meters, approximately 10,000 of our AMI meters, that will reach OEB-determined end of life, the 15-year end of life.

We have got two approaches with meters that approach end of life.  We replace them, refurbish them, or we send them off for a sample test, of which then we can extend their life another six years.

And so what this reflects in 2023 is our approach, our best course of action, and we looked at various options, but the course of action that we're proposing is that we address 5,000, half of that, this DSP period, with refurbishments, and another 5,000, approximately 5,000, the next DSP period, by virtue of the sample approach, the sample -- take a test sample and try to extend the life of approximately 5,000 working with Measurement Canada.

And so the jump in 2023 then reflects our attempt to then spread that 5,000-meter refurbishment over the next five years.  So about a thousand meters a year.

MR. GARNER:  I see.  So this is the Measurement Canada.  I think you misspoke by saying the Ontario Energy Board, but this is the Measurement Canada's requirement to have meters either tested or replaced after a certain period of time?

MR. McCRANK:  Correct, yes.

MR. GARNER:  Thank you.  Okay.  If we can scroll down -- thank you for that -- scroll down to the bottom of this table, and let's stop at line 48, vehicles.

Now, we had talked -- I had heard talked about yesterday some things about vehicles, so the $716,000 I see in this column under 2022, that's a relatively large amount.  There was nothing the year before.

Is that the -- largely the bucket truck I think I heard of $500,000 number put to?

MR. McCRANK:  That's correct.

MR. GARNER:  And is there another vehicle that makes up the other 200-and-some-odd, 1,600 -- 16,000, I mean?

MR. McCRANK:  There are some other vehicles, and Mr. Burrell would know those if you wanted to comment on that.

MR. GARNER:  You're not -- Mr. Burrell, you are speaking, but I don't think you are coming through.

MR. BURRELL:  How's that?  Okay.  Sorry about that.  My apologies.

Yes.  So, Mr. Garner, the other -- we have four other vehicles that were purchased in 2022.  They were to replace operations folks, three pick-up trucks, three full-size pick-up trucks, and a smaller -- small-size pick-up truck were the other vehicles that were purchased in 2022.

MR. GARNER:  Okay.  So these four pick-up trucks and one bucket truck, are they all sitting on your lot right now?

MR. BURRELL:  The bucket --


MR. GARNER:  Are they all working today?

MR. BURRELL:  The four pick-up trucks are.  The bucket truck was delayed from our vendor by virtue of a -- or due to supply chain issues.  We have been told we should receive it in March of this year.

MR. GARNER:  Okay.  And when you get this bucket truck, is it fully assembled, or does it go off to an assembly for the mechanics?  Do you get the chassis and then do you have work done on it?  Is that the way it works?

MR. BURRELL:  No, this should be arriving fully functional, basically turnkey, ready to go, body, boom, chassis, everything should be good to go once we receive it.

MR. GARNER:  Thank you.  And just because of the supply chain issues, when did you first order this truck?

MR. BURRELL:  If I remember correctly, I'd have to verify, but I believe it was November 2021.

MR. GARNER:  Okay.  Thank you.  Now, one of the things -- I'd like to move on.  I'm just -- I just -- you don't need to look at it in your compendium, but one of the things that I do have in my compendium, as did my friend Mr. Rubenstein, you had a distribution plan that was done in August -- filed with the Board August 26th, 2019.  And when I listened to your testimony yesterday -- and I don't want to -- I can't recall it precisely, and I don't want to put words in your mouth, so I just want to get a clear understanding of this.

I took from your testimony that you were qualifying that distribution system plan in some fashion, because it really wasn't yours, or you had just arrived recently, or something to that effect.

That plan was done after you purchased this company by the new owners, wasn't it?

MR. McCRANK:  That's correct.

MR. GARNER:  So you are not resiling in any way from that plan.  You did that plan, and that's what you thought at the time was the best information?

MR. McCRANK:  That's correct.

MR. GARNER:  Okay, thank you.  The other thing -- and I think this is for you, Mr. McCrank.  And we could bring up the tables.  I think Schools had some of them in their compendium, and I have mine, but I don't think we need to.

You had a discussion with them about SAIDI and SAIFI and, you know, service quality issues.

Would you agree with me that when one is trying to assess a distribution system plan's success, a much better metric to look at than SAIDI and SAIFI, which have overall weather and other items that are beyond your control or largely beyond your control, two of the more close to the heart of the plan are defective equipment outages and the time to remedy a defective equipment outage.

Would you agree that's a good metric to look at as to see how your distribution system plan is operating?

MR. McCRANK:  I think I would agree to the first part. I think defective equipment would be -- defective equipment outages would be a reflection of the proper investment being made over the course of many years.

The time to replace various factors come to mind in that regard, but supply chain being one of them, of course, or just having critical inventory on hand.  So I certainly would agree with the first part that the DSP should, if investments are appropriately allocated, should be addressing defective equipment.

MR. GARNER:  Are you purporting -- are you telling this panel of the Board that since your acquisition of this utility you have made substantive improvements to that metric?

MR. McCRANK:  Mr. Garner, I'd have to look, I guess, at -- if you can give me a moment I'd like to look at that metric.  If you just give me a moment?


MR. GARNER:  Sure.


MR. McCRANK:  So, Mr. Garner, I would suggest that that won't be known until the next DSP period.  I think that the investments we've made between -- in my experience the investments we've made within 2019 to 2022, those investments will be reflected in future reliability and resilience of the equipment.

I think the -- any equipment failures that we would have incurred over the past five years would be a reflection on the investments made by the utility in previous years.

MR. GARNER:  And let's talk about planned outages.  Would you agree with me that the ability to minimize planned outages, amount of time customers were actually out, is reflective of both a good distribution system plan implementation and a good operating plan?


MR. McCRANK:  Again I would suggest that the planned outages are probably a reflection on -- they certainly are attributable to making investments, capital investments into the asset, but again, those investments might be heavy in a particular DSP period by virtue of lack of investment in a previous DSP period.


So I just don't think the timeframe, in my experience, the timeframe, you making an investment in 2019 per se in a particular part of the system you may not see the reflection of the benefit of that investment in 2020, per se, or 2021.  You're likely --


MR. GARNER:  So sorry, you seem to be particularly focused on whether you're making these -- or getting better.  I'm asking you a bit of a more general question.  I appreciate that answer by the way.


But as a person who plans and implements a distribution system like this, do you think that minimizing outages over time of a plan is an effective metric of how well you're succeeding or not succeeding?

MR. McCRANK:  I would agree with that.

MR. GARNER:  Okay, and you are not purporting, though, that as you just I think said, that since the acquisition of EPCOR of this utility that you have made a marked improvement in that metric?


MR. McCRANK:  As we discussed yesterday with Mr. Rubenstein, no, we have not seen a marked improvement on the reliability metrics.  And the most important one as you suggest is the straight outages, planned outages, unplanned outages, defective equipment.

We, you know, I'll take this opportunity to, I guess to say, if you look at what our 2023 to 2027 DSP is, that's where we're attempting to make those investments.  We want to make those investments to improve on both our planned outages records, that may not necessarily be observed or achieved within this DSP period.  We're thinking of course a DSP, and an asset that depreciates over a 40-year period, we're thinking long-term in this regard.


And so the investments we want to make between the 2023 and 2027 DSP reflect hardening the asset, making it more resilient to the increased weather events that we're seeing when it comes to system service.

We want to make sure that we have the capacity for continued growth.

We want to make sure that we're set up for the evolution that we're going through with grid modernization, make share that we're in position to help other customers participate in this electrification that's going on right now, with electric vehicles, with distributed energy resources.

This is a unique timeframe for our industry as we go through this, and so we're making sure that we're putting investment forward on -- for our customers, that sets them up for success.

I guess it's always worth bringing back, again, and as I talk about making capital investments, just so it doesn't look like we're over-investing, if you will, if I come back to a metric that we look at closely is in comparison to our fellow LDCs on a net PPE per customer basis, the 2023 capital profile of $4.3 million is still likely to be in the bottom third of a net PPE per customer metric in comparison to our other LDCs.


And so that's a reflection that if you go back in time, that number was even lower, which is a reflection that the investments were fairly low on a net PPE per basis or the utility historically has been lower in investing on its assets versus its comparators.

MR. GARNER:  Were you part of the due diligence when this utility was acquired?

MR. McCRANK:  I was not personally part of it, no.

MR. GARNER:  Was anyone on this panel part of the due diligence when this utility was acquired?  I take it, Mr. Burrell, you were on the other side of that transaction so you weren't part of the owner, new owners?


MR. BURRELL:  That's correct.


MR. KOSKI:  Yeah, Mr. Garner, none of the witness panel was part of the due diligence exercise.

MR. GARNER:  I want to, now that we have, Mr. Hesselink, this table -- this Chapter 2 appendices up, could you go to Chapter 2L in this document.  I believe that's the cost per customer.  We were speaking about this, I believe, Mr. Koski this morning.

If you scroll over to the 23 number, if I look at line 25, is the number that you are talking about, the $344 in 2023, is that the total OM&A per customer that you are speaking to?

MR. HESSELINK:  Yes, the -- yes.

MR. GARNER:  I have a question ,and I don't have a reference now, sorry.  It may have been even in the Schools compendium, but if you go to 4 SEC 40 there is a reference there that you have a target of $284 in controllable costs per customer.

Do you recall that, making that statement?  If not, we could maybe pull it up.

MR. HESSELINK:  That does sound accurate.  I can pull it up, though, so we're looking at it.

MR. GARNER:  Assuming it is accurate for a minute.  I guess the difference -- and it's there.  I guess what I'm trying to get right in my head is how can one have a target of 284 but a number of 344 as a starting point?  What does that mean?

MR. HESSELINK:  I believe there are differences in that the controllable cost amount -- and I don't have the detail of what's included in that number, but that internal target doesn't include all OM&A amounts.

MR. GARNER:  Is there somewhere in this evidence that draws the distinction that I can see between the $344 and your $284 target?

MR. HESSELINK:  Not that I'm aware of.

MR. GARNER:  Well, could you do that and show us that?

MR. HESSELINK:  Yes.

MR. GARNER:  I guess where I'm going to, if one has a target -- leaving aside what that target means in the sense of benefit to the customers, just simply being able to measure it later in life would be worthy, so to speak.

Perhaps you will give an undertaking where you can explain the difference between what's in 4-SEC-40 as a controllable cost per customer and what one finds in the total OM&A per customer that's calculated in Appendix 2L.


MR. HESSELINK:  We can do that.

MR. GARNER:  Thank you, Mr. Hesselink.

MR. SIDLOFSKY:  We'll make that undertaking J2.5.
UNDERTAKING NO. J2.5:  TO EXPLAIN THE DIFFERENCE BETWEEN THE 4-SEC-40 CONTROLLABLE COST PER CUSTOMER AND TOTAL OM&A PER CUSTOMER CALCULATED IN APPENDIX 2L.


MR. GARNER:  I'm going to, I think use my compendium and go to, I am going to give you the PDF pages.  I think that might be the fastest way of doing this.  I believe it is on page 23, which is -- yes, exactly it's table 2.3.

In this table we see the percentage of capitalized OM&A increasing significantly.  And in the response above in this, there is a discussion about, I believe, two things that are happening, and I just want to clarify this.

Thing One that is happening is a larger capital budget, and therefore there is more capitalization going on, and Thing Two that's happening is a change in the capitalization policy; am I correct?

MR. KOSKI:  I would maybe, Mr. Garner, as opposed to it just being more capital work going on, no doubt that there is more capital going on, but it would be more so more staff time being spent on capital projects.

MR. GARNER:  Is that a change in the capitalization policy?  I mean, staff's -- you have a staff member spending -- as I take it, what you're saying is 40 hours a week, let's say, and before you were capitalizing that in one way, and now you're capitalizing that now in a different way.

MR. KOSKI:  So I describe it two ways.  One, we're making strides to ensure that when staff are working on capital that that is accurately captured.

I think that's a -- that's an ongoing item that more or less all the utilities that I've been involved with need to refresh and make sure that staff understand the difference between time spent on capital versus time spent on operating.

So part of it is just knowledge and making sure it's done appropriately, and part of it is having appropriate staff levels to complete work internally that we think should be completed internally, and I can probably let Mr. McCrank talk about staff usage a little bit.

MR. GARNER:  Well, except before you do, though, I'm still confused at this point.

As I understand it, most utilities will have capitalization policy, and that policy is used to guide their staff on how to allocate their time between those two things.

Does this utility have a capitalization policy?

MR. KOSKI:  Yep, absolutely it does, yes.

MR. GARNER:  Was that policy changed since this new ownership?

MR. KOSKI:  It was updated, it was, correct.  Yeah, EPCOR as a group of companies would have a capitalization policy, and EEDO would follow the overall corporate policy.

MR. GARNER:  Well, sorry, that just by your answer sounds not updated, it sounds replaced.  It was replaced with a new policy that is the policy of the parent.

MR. KOSKI:  Correct.

MR. GARNER:  Is that accurate?

MR. KOSKI:  Correct.  Adopted by the utility, correct.

MR. GARNER:  And did you have any independent study done as to the appropriateness of that policy applying to this utility?  That policy, I take it, is from EPCOR Alberta.

MR. KOSKI:  Correct.  No, there wouldn't have been a study done.

MR. GARNER:  Okay.  So there is no independent study of whether this is appropriate or not, capitalization that you've had done to show the -- I just want to be clear.

MR. KOSKI:  Yeah, but I guess, to be clear, Mr. Garner, whether an item is operating or capital is pretty well-established, well, from an accounting standpoint and a regulatory standpoint.

I think what I was trying to get at is we focus, and I think all utilities should focus, when staff are working on a given project -- a given project might be an operating project or a capital project -- staff might not always understand whether they are appropriately charging their time, so it is education to ensure that they are appropriately charging their time when they are working on a capital project and appropriately charging their time when they're working on an operating project.

MR. GARNER:  Right.  My only point, where you said it is obviously one, though it's obviously changed, right?  So that's what we're looking at.

In any event, really, the dollars are all the same, aren't they?  They are just going into different baskets, so it's not OM&A, so when I look at your OM&A number, if I were doing an apples-to-apples comparison back to 2013, I have to in a sense understand some of that money that
was -- as you say, maybe people weren't educated enough or maybe the policy has changed, but some of that money that showed up in 2013's OM&A in the Board's schedules is now showing up in a different place because of, however you want to describe it:  adherence to a new policy or better adherence to any policy.

MR. KOSKI:  Sure, and changes in staff makes adding additional resources to work on capital internally -- there's been numerous changes to the utility since 2013.

MR. GARNER:  All right.  Thank you.

Mr. Chair, I know we're four minutes away, but I don't want to go past a hard stop that I know you want to get to, so I'm wondering if this would be a good time to let you do that.

MR. MORAN:  Yeah, no, that's fine, thank you, Mr. Garner, so we'll adjourn until 1:30.  Thanks.

MR. GARNER:  Thank you.
--- Luncheon recess taken at 11:57 a.m.
--- On resuming at 1:30 p.m.


MR. MORAN:  Mr. Garner, I think you're ready to continue with your cross-exam?  I think you are on mute.


MR. GARNER:  Sorry about that.  Thank you, I am, Mr. Chair.

Where I would like to go right now is to tab 30 of my compendium, if you would, Mr. Hesselink.

And at tab 30, excuse me, you will -- if you show the table please that's there -- thank you.

You will see in that column A you have items from Powerstream Solutions and Collingwood Public Utilities Board.  In trying to make an apples-to-apples comparison between your 2023 test year and that column of 2013, I was struck by two things I needed -- I wanted to clarify.  One, there was a discussion that in the fees of Collus Powerstream there were CDM amounts that would not have been reflective of rates.

When I'm looking at column A am I seeing those type of a affiliate fees being paid to Collus Powerstream.

MR. KOSKI:  Mr. Garner, referring to the table in 4.4.2-15, no, the Alectra amounts that were not included in this table.  So just to reiterate that CDM item, there was another IR.  I apologize, I don't remember which IR it was but to one of the tables we added amounts that were paid to Alectra.


So Alectra would have been providing the CDM services to Collus in the -- in the period where CDM was being incurred by the distribution companies.

MR. GARNER:  Right.  Just I think  to correct you, in 2013 it would have been to Powerstream, not to Alectra, wouldn't it?

MR. KOSKI:  That one I'd have to check.

MR. GARNER:  Subject to check.  You can clarify that on later if you choose.  I don't think anything lies in it.

MR. KOSKI:  Sure.

MR. GARNER:  The second item, the Collingwood Public Utilities Service Board and other things.  The thing where I was confused there or wondering if you could clarify for me, they were doing, as I understood it, the utilities board, the city or somebody was doing billing services under the old regime.  Was that happening under that ambit of Collingwood Public Utilities Service Board?


MR. KOSKI:  My apologies, Mr. Garner, the majority of the amount for '04 under Collingwood Public Service Utility Board would relate to building lease payments made by EEDO to that particular organization.

MR. GARNER:  Maybe another way to say it is:  Are any of the billing functions that were done in 2013 find their way into column A?


MR. KOSKI:  As far as I understand, no, but we would have to confirm that.

MR. GARNER:  Maybe if -- I'd ask you to confirm that, and as part of that, perhaps you can help me here too, what form of billing costs find their way into the 2023 column?  Any or some or all?


MR. KOSKI:  So in the '23 column there would be none.  The staff that are doing the billing services would be embedded employees within EEDO.

MR. GARNER:  Right, okay.  Maybe if I could ask you to undertake to look at the 2013 amount and clarify whether there are billing costs being recovered under those columns, and if so, what the amount of that would be.  Is that -- are you able to do that?

MR. KOSKI:  We'll double confirm that.  I'm pretty sure that -- well actually, we'll double confirm that.

MR. GARNER:  Thank you, Mr. Koski.

MR. MORAN:  That will be undertaking J2.6.
UNDERTAKING NO. J2.6:  TO LOOK AT THE 2013 AMOUNT AND CLARIFY WHETHER THERE ARE BILLING COSTS BEING RECOVERED UNDER THOSE COLUMNS, AND IF SO, WHAT THE AMOUNT OF THAT WOULD BE.


MR. GARNER:  Now I will quickly switch and I apologize to Mr. Hesselink, if you could quickly switch to the appendix that we've been looking at, the Chapter 2 appendices and if we could look at the 2JA column, yes, this one.

And I have a -- if we could look at the -- bring it down so we could see the sum totals for -- between 2019 and 2023.


MR. HESSELINK:  Excuse me, can you clarify that I'm on the right table?


MR. GARNER:  Yes, you are, thank you, Mr. Hesselink.  That's the table I was thinking about, if I didn't articulate that.  And if we could just move it so we can see basically '19 to '23.  Those are the years that I'm interested in.

One of the things that is unusual about looking at this table, and I've looked at many like this, is the -- usually there's a natural progression of OM&A costs, and unfortunately a natural seemingly hump on the bridge year and into the test year.  That part remains the same on this -- in this case.


But what is unusual in this, that I haven't seen before, is the way that 2019 is 5.94 -- or 5.594, the year '21 is 5.5, but the year in between, 2020, is 6.11.

So usually I don't see what I call dips and jumps in these tables.  Usually they are progressive.  Seldom they are regressive, unfortunately.


But can you explain what accounts for the pop up -- so to speak, in 2020?  Because I went to your evidence, and the only thing I found there that was unusual, and you may find it yourself, is some reference to a 94,000-dollar accounting error that had to be changed.  That was the only thing that I could find.  Maybe you could help me.

MR. KOSKI:  My apologies, Mr. Garner.  I was just going through the Exhibit 4 and trying to find the right reference.

I will note in Exhibit 4 in pages -- on pages 28 through 30, there is actually a pretty detailed description of year-over-year variances.

MR. GARNER:  That's not really helpful, though, because it simply says this changed, that changed, this changed.  And it does have, as I said, I believe a 94,000-dollar accounting -- an error change.  It does make that point, but it doesn't really explain why there would be a progression and then regression year after year.  That seems odd.


If you don't have any other explanation other than what you have in that evidence I will rest with that.  But I mean, I'm just offering you a chance to explain that to me.

MR. KOSKI:  If you just give me a minute I will have a quick look and be right back.

MR. GARNER:  Certainly, and while you're looking -- go ahead and look while I'm talking, but I was thinking it was something obvious that you would know, and you would simply well this is what happened, and there was a big something in that year.  It is obviously not that apparent to you.  It's not something extremely unusual that happened, was it?


MR. KOSKI:  Oh, there was a number of unusual items for sure, particularly in the 2020 year.  You can see the OM&A costs bump up quite a bit from '19.


And the big item that happened in 2020, of course was Covid, and as we discussed earlier on with questions, there was less ability for the staff to complete capital work during that year.  But Mr. McCrank may --


MR. GARNER:  Can I stop you on that?  I have heard that from Mr. McCrank, too, and here is the thing yesterday I didn't understand about that response.


Conceivably Covid issues affected productivity, not costs; i.e., you had to you put two people or one person in a truck you used to put two people in the truck; you got less done, but you still paid for two people, so Covid.


And then I also point you to this.  At 4-VECC-26 I asked specifically, specifically, whether there were Covid costs in that schedule, and I was told that there were not.

You can take a look at VECC 26, but -- so Covid didn't seem to explain it to me, is what I'm trying to say to you, at least from what I asked and the response I got.

MR. McCRANK:  So Mr. Garner, I will provide a little bit of colour here, and then Mr. Burrell may jump in here as well just to add some further colour to what makes the capital projects challenging during that Covid period.

So -- and I tried to explain this a little bit yesterday, but, depending upon the complexity of the project, you are either going to have the entire crew, or you may be able to put a project together with two to four individuals.

The strategy that we undertook to ensure that we had the capability to respond to emergencies was effectively to break the line crew up.  Five would be -- five would work together, another five would work together, and they wouldn't cross paths.

For a number of months we worked in that mode until we got to a comfort zone where we could bring them back together, they had the proper PPE, we had the proper protocols in place to be able to work in eight to ten technician crews.

MR. GARNER:  Well, Mr. McCrank, let me stop you.  Did you hire incremental people?

MR. McCRANK:  No, we did not.

MR. GARNER:  So your staff level was the same, right?

MR. McCRANK:  Correct.

MR. GARNER:  Okay.

MR. McCRANK:  But it impacted our ability to do certain capital projects.

MR. GARNER:  I see.  Okay.

MR. McCRANK:  And maybe I'll ask if Mr. Burrell can add some colour to that --


MR. GARNER:  But this is OM&A, right?  We're talking OM&A.  We are not talking the capital here.  We're looking at an OM&A schedule, right?

MR. McCRANK:  Well, but -- so if you are not charging to capital, you are -- it's going to hit your OM&A, so it is a capital allocation issue.

If we are not able to do those capital projects, then we're not able to charge to capital.

MR. GARNER:  I thought the way it worked is you charge to capital -- capital projects under your -- under a capitalization project, and you would charge OM&A operating projects.  Isn't that the accounting rule?

MR. McCRANK:  That is the accounting -- that's what I'm saying, is --


MR. GARNER:  I still don't understand why that would then impact the schedule.

MR. McCRANK:  Well, if we can't do the capital project because we don't have the entirety of the crew, then we can't charge to that capital project, and we would be -- during that time period we would have been doing a little bit more OM&A than we otherwise would have to ensure that we had, again, the crews available for emergencies.

So we would have lost certainly our productivity on being able to do capital for a period of time there.

MR. GARNER:  Mm-hmm.

MR. McCRANK:  Where they're more -- if they are not charging to capital then their salaries and wages will show up on the OM&A side of the income statement.

MR. GARNER:  So in 2021, Mr. McCrank, did you fix things instead of replace things?  Is that what you are saying to me?

MR. McCRANK:  In 2021 --


MR. GARNER:  Or '20, I'm sorry.  My mistake.  2020 to --


MR. McCRANK:  Oh, pardon me.  Yes.  So if it's 2020 then we would have been spending a little bit more time in OM&A.

Mr. Burrell would like to add some context to this.

MR. BURRELL:  Thanks, Mr. McCrank.

Yes, Mr. Garner, there was a stretch there, two months, at least, if not three, as Mr. McCrank said, we had our screws split up, and at that time when they were split up, actually, half of them were on standby at home, while the other half were at work, when Covid first hit us, because that was the best way we knew how to keep our people safe from being in close contact with each other and to ensure that we had people available to respond to any trouble calls or emergencies.

That being said, even when they started coming back into the field, because of distancing that we had to keep we still couldn't do a lot of our capital projects, because you need four or five people to follow the electrical utility safety rules as far as setting poles and working on live conductor in the air, just the amount of people you have to have available as observers and whatnot anymore.  Just during Covid the first number of months it was very hard to do until we were able to get the proper PPE and practices in place to start carrying on with our capital projects.

MR. GARNER:  If I go to table 2.3, though, and I look at 2020, should I see less capitalization?  Is that what I should see, or more capitalization, of OM&A?  I should see less, right?  Is that the idea?  Is that what you're trying to tell me, I may be saying.

MR. HESSELINK:  Sorry, Mr. Garner, can you clarify?  The table 2.3?

MR. GARNER:  Yeah, that's -- that table we spoke about earlier this morning actually shows percentage of capitalized OM&A.

So all I was really trying to get to was should I see an offsetting in order to explain this is more maintenance and less capital --


MR. HESSELINK:  So -- so --


MR. GARNER:  -- I see an offsetting percentage in the capitalized OM&A?

MR. KOSKI:  Really, Mr. Garner, where you'll see the offset on the table that Mr. Hesselink currently has up will be in the operation and maintenance lines for 2020.  I think you'll notice that the operations and maintenance numbers, comparing '19 to '20, are increased, and these would be where those costs would reside if they're not being used towards capital projects.

MR. GARNER:  And so then I would see a corresponding dip in the capital in-service that goes with that year, right?

I did more maintenance, less capital, ergo my capital spending is dropping and my maintenance spending is going up.  I'm just trying to figure out the consistency.  That's the way it should work, isn't it?

MR. KOSKI:  Sorry, Mr. Garner, we're just pulling up that other able.

MR. GARNER:  Mm-hmm.  And while you are, just as an oversight, I should tell you, I have many screens in front of me.  The reason I am not looking at you often is I am looking at many screens.

MR. HESSELINK:  Mr. Garner, sorry, could you remind me which page that table is on?

MR. GARNER:  It is in response, I believe, to Staff -- 2-Staff-14, and I have it at page 23 of my compendium, I believe.  Yeah, that's the table.

MR. KOSKI:  So, Mr. Garner, this table -- if you read the -- if you actually read the description on the rows, it is just talking about burden and overhead costs, as opposed to direct -- direct employee --


MR. GARNER:  Isn't the line at the bottom the percentage of all of a percentage of capitalized OM&A as a total?

MR. KOSKI:  Oh, were you looking at -- yeah, at the second row?  And as you can see, there was a dip in 2020, with a corresponding recovery in 2021.

MR. GARNER:  Right.

MR. KOSKI:  Now, of course, it isn't only staff that would complete capital work, but in the case of the 2020 year we did have less staff availability to work on capital as compared to the years before and the years after and the year after that and how we're expecting to do this in the future, which is what our test year is based on, Covid being an outlier year.

MR. GARNER:  I wonder if we could go to again the -- I'm jumping around -- back to the Excel spreadsheet and go back to the OM&A table that we were originally talking about, and just take a look at that table one more time.

Now, an exercise I go through, and I don't admit it to be high science, is I take a look at the last rebasing actual and/or Board-approved, and the Bank of Canada runs a very nice little program that allows you to stick a number into it for the year you have and then outputs a CPI number at the other end.  Being the Bank of Canada, I put some faith into it.

Now, subject to check, would you take that I put in the number of the last rebasing, which was actuals, 4,415,105?

And I ask what that number would be today, and today that number, subject to check, that I'd ask you to accept, 5,509,000 and change.  Does that sound like a reasonable inflationary adjustment to you?  I know you haven't had a chance to check that, but... CPI, I mean, you know, it's a CPI number.

MR. HESSELINK:  Yes, subject to check.

MR. GARNER:  Thank you.  And that number is actually surprisingly close to two things.  It is actually surprisingly close to your 2000 -- let me -- I shouldn't say surprising.  I shouldn't colour it -- is close to your 2021 number, 5,512, and it is somewhat close to your original when, in the MAADs agreement under your OM&A status quo which was 5,616.

So those numbers all seem to come to -- not exactly the same place, but pretty close.

Is it fair to say if a customer was just looking at this from an inflationary point of view, your request of 6.5 million is roughly a million dollars over where a customer might be expecting to be, based on inflation?


MR. KOSKI:  I guess what I'd said to that one, Mr. Garner --


MR. GARNER:  Mm-hmm.

MR. KOSKI:  -- inflation isn't the only impact with respect to how the costs of the utility have changed.  Inflation would be part of it.

As we've explained at other points within the filing, there's been customer growth.  There's been a significant addition of new services.  And we've, we've explained in a number of the IRs, as well as a number of the questions over the last day and a half, the various different types of services that have been added as well as --


MR. GARNER:  Let's talk about that for a minute.

MR. KOSKI:  -- as well as the benefits of those services.

MR. GARNER:  Let's talk about those services.  My clients care about what they're paying for CPI, so let's go ask about those services.  When I go back to my client, he is asking me what are these new services that I'm getting?  What are the new services that the customers in this franchise are getting?  What am I pointing to?  Did I get a new website or something; is that what I got?  Or extra safety; is that what I'm getting?  What's my new service?

MR. KOSKI:  So, Mr. Garner.

MR. GARNER:  Mm-hmm.

MR. KOSKI:  I believe that EPCOR has agreed to an undertaking to explain that very thing.

MR. GARNER:  Okay.

MR. KOSKI:  And so we will provide that as part of the undertaking.

MR. GARNER:  Sounds fair enough.  While we're talking about those services that your affiliates and that corporate provide you or this utility -- and I mean this is -- everybody has gone over this, so I'm hoping I'm going to make this short.

Let me just ask you a couple you have questions about those services.  Does the corporate and/or affiliate provide legal services to this utility?

MR. KOSKI:  Yes, that would be part of the corporate shared services.  There is a --


MR. GARNER:  That is one of the benefits they should get from -- a corporate shared service, so that is one of the corporate shared services, not the affiliate?  It is done through the corporate end of it?


MR. KOSKI:  Correct.

MR. GARNER:  All right.  So they should see the benefit of that, right?  That's not your counsel today.  Your counsel today isn't one of your corporate, are they?  That's not how your legal service today at this hearing is being given to us, is it?

MR. KOSKI:  No, Mr. King isn't part of EPCOR.

MR. GARNER:  Why?  That service wasn't sufficient to offer you in this case?

MR. KOSKI:  Well, we do have internal legal --


MR. GARNER:  Mm-hmm.

MR. KOSKI:  -- as well, that have been in consultation on the filing but we elected to bring in outside counsel as well.

MR. GARNER:  Right.  Well, you know, it is a special case so.  I'm trying to understand what the services these legal people would then offer you.  They go through like documents for the company and that, et cetera?  That's the kind of services they'd offer?

MR. HESSELINK:  I can speak to that a little bit more.

MR. GARNER:  Mm-hmm.

MR. HESSELINK:  So they would review filings before they go in, but also, when it came to the preparation of this application, they were involved in many elements of the process which would allow us to rely lesson external legal costs.

MR. GARNER:  Right.

MR. HESSELINK:  As this is a big application, as you mentioned, we are also investing in some external legal costs as well.

MR. GARNER:  Right, and what about corporate treasury?  That sounds like something you do, Mr. Koski; do you offer them corporate treasury services?

MR. KOSKI:  Yes, treasury services are provided to all of the subsidiaries.

MR. GARNER:  I see.  And what does a corporate treasury service do?

MR. KOSKI:  So what corporate treasury service will do for the utility, manyfold actually.  There would be a number of services that the treasury could provide.  We would look to arrange financing for the utility, when requested, as required for the utility to meet its capital structure.

MR. GARNER:  Mm-hmm.

MR. KOSKI:  I would argue that that actually is a very substantial benefit, based on some of the questions being asked and responses provided here in the hearing.

MR. GARNER:  Mm-hmm.

MR. KOSKI:  The treasury group would also look after the bank accounts for the entity, to the extent that the entity needs bank accounts.  Would provide cash management services.  The treasury would also manage any short-term inter-company borrowing that the utility requires to pay for its annual CAPEX program.  So it is a full bundle of services.  Those would be the main areas.

MR. GARNER:  So it is the service that came up with the way to price affiliate debt in this case?  That was your service to them?


MR. KOSKI:  It -- part of the service being provided, yes, would be to calculate market-based rates.

MR. GARNER:  So that's paid for as part of an affiliate thing.

Can we go to page 52 of my compendium, please?  If we keep going down there is a table there.  Yes, there.  Let's stop there.  Now if I'm paying you for my -- your -- those controller fees, why am I paying you a transaction fee as part of you're elaborate calculation on how to establish affiliate debt?

MR. KOSKI:  So the transaction fee, I wouldn't characterize it as elaborate.  It is actually a fairly straightforward market-based approach to coming up with underlying -- underlying borrowing rates and credit spreads.  But the transaction fee actually doesn't cover any of the shared service costs.

Normally when an entity issues debt or if they are an issuant to the market, they would have to pay fees, such as things like a placement fee.  They'd have to pay fees such as fees to have a credit facility and actual fees to actually issue the debt into the market.

The transaction fee here is meant to cover costs that EPCOR incurs to provide the debt to the affiliates, that the affiliates themselves don't have to undertake because they are not keeping their own credit facilities.  They are not keeping their own prospectuses to go and access the market.


And I will say that the -- .05, or 5 basis point transaction fee is very small, in compared to what placement fees would be for issuing debt into the market.

MR. GARNER:  I'm just trying to find out what services we're getting here.  So can you tell me, did EPCOR issue 30-year debt last year?

MR. KOSKI:  Yes, EPCOR did issue 30-year debt last year.

MR. GARNER:  What was the coupon rate on that debt?

MR. KOSKI:  I don't have the coupon rate at my fingertips here, Mr. Garner.

MR. GARNER:  Perhaps you could do this for me.  Would you undertake to, between 2018-2022, give us a table showing the debt issuances of EPCOR and the coupon rates for each one of those debt issues, since you've been lending money to or helping finance them?  Could we understand what the corporate company was raising its money at?

I understand your earlier testimony to the effect that you don't do flow-through and all of that, that sort of stuff, so I mean I'm not unaware of your position on that.

MR. KOSKI:  Sure.  I guess I would just ask the relevance of that undertaking for EEDO.


MR. GARNER:  Well, it seems to me the relevance is that you are purporting a way to take debt that's raised at a lower amount, make a proxy for what the market amount is, and charge that my -- to this utility and I'd just like to understand --


MR. KOSKI:  Well --


MR. GARNER:  -- what is the actual true cost of debt being raised as coming over to this utility, without the proxies and the calculations that change it.  Is that offensive to you in some fashion?

MR. KOSKI:  I wouldn't say offensive.  I have to admit I don't know the relevance of looking at the borrowing company's financing costs.

MR. GARNER:  I'm sure if we raise it in argument your able counsel will take a shot at it.

Are you refusing to the undertaking?

MR. KING:  No, I think if we could just let him answer the question.

MR. GARNER:  By all means, Mr. Koski.

MR. KOSKI:  We can provide the information, Mr. Garner.

MR. GARNER:  Thank you.

MR. KOSKI:  Again, not seeing the relevance of it, as the parent company isn't borrowing in this rate filing, it is the utility company that's borrowing.

MR. GARNER:  I understand your position.  Thank you.

Now, let's go to page 56 --


MR. SIDLOFSKY:  Sorry, sorry to interrupt, Mr. Garner.

MR. GARNER:  Oh, sorry, yes.  A number, please.

MR. SIDLOFSKY:  We'll make that Undertaking J2.7.
UNDERTAKING NO. J2.7:  TO PROVIDE A TABLE SHOWING THE DEBT ISSUANCES OF EPCOR AND THE COUPON RATES FOR EACH BETWEEN 2018-2022.


MR. GARNER:  Now, I would just like to go to page 56, and I've just -- you know, these are random.  I'm not purporting them to be even representative, but I just -- you had raised some discussion about raising 30-year debt, bank debt, and other things, and I just wanted to ask you:  Are you aware, for instance -- we're on page 30.  This is Halton Hills.  It is a relatively -- I think it is around 41,000 customers, a bit bigger than your utility, but not sizeably big.  It has 30-year debt on a bank swap, 2.95 raise in '21.

Does that seem an unreasonable, non-market rate compared to what you've been suggesting for this utility?

MR. KOSKI:  I'm sorry, Mr. Garner, which line are we referring to?

MR. GARNER:  I'm at line 14, I -- 15, I believe.  It is the 30-year debt they've raised there on an interest loan with TD Bank.

MR. KOSKI:  And, I'm sorry, where are you seeing that it's 30 years?

MR. GARNER:  Under the term column.  It says 25 May 2130.  In fact, there is another one up 6/19/30 too.

MR. KOSKI:  Okay.  That's it.  I have to admit I'm -- under the description it refers to interest rate swap, so I'm not familiar with what this interest rate swap is.

MR. GARNER:  Fair enough, I just wondered if you had looked and done any study of any of these utilities that you talk about how they can raise money.  You haven't looked at this one.  I'm not saying you should have or whatever, you just -- you have no idea, right?

MR. KOSKI:  Yeah.  And to be honest, I'm not sure that the -- if the interest rate swap is an actual debt facility or not.  I --


MR. GARNER:  I guess we won't know, but thank you.  You haven't looked at it, is -- that's fair.

MR. KOSKI:  Yeah, no, I haven't looked into this one in particular.

MR. GARNER:  Next one at page 57.  This one's a very small utility.  Ottawa River Power, I think, is 12,000 customers.  Smaller than your own.  It has 30-year debt with Infrastructure Ontario; are you aware of that one?

MR. KOSKI:  Not in particular, no.  I can't say I'm familiar with this utility --


MR. GARNER:  This utility can't raise money from Infrastructure Ontario?

MR. KOSKI:  This utility doesn't have access to the Infrastructure Ontario program.

MR. GARNER:  Why is that?  Oh, because it's not a municipal?

MR. KOSKI:  Yeah, all -- I'd have to take away in terms of the reasons, but, yeah, my understanding is we don't have access to that.

MR. GARNER:  Okay.  And the next one I want you to look at or just because I want your insights to is, this is the -- on page 58, and this is North Bay Hydro, and again, it is 25,000 customers, a bit bigger than your own.  I'm not [audio dropout] size.

And you had raised this issue about matching debt to assets.  And this is a utility that has an awful lot of ten year and some 20 year.  The Board's just made a decision on this utility.

Do you think this is -- is this something that you think would be totally inappropriate for a utility like yours?

MR. KOSKI:  As previously answered, EPCOR's position, and which would be EEDO's position, is matching long-term debt with long-term assets is the preferred way to finance our infrastructure assets.

MR. GARNER:  But are you doing that?  Because recently you have been raising and putting in place a lot of 30-year debt, but your assets are not that all long-term, right?  They go everything from next year to 45 years, right?  Isn't that actually what the asset base looks like?  Which is why sometimes people have varying -- varying terms in their portfolio?

MR. KOSKI:  So the majorities of our assets would be long-lived.  I don't think there is any argument that the majority assets, especially the infrastructure assets, would be long-lived assets.

Sure, there is a mix, but from an average useful life perspective, I believe the average useful life is something in the range of 40 years or north of 40 years, so to reiterate the point, yes, we believe that 30-year financing is the most appropriate to fund these.

MR. GARNER:  Well, isn't it true that some utilities and some people in general in finance will create a portfolio because one of the difficulties is that you have large pieces of debt coming due, let's say during one of the most highest interest rate periods in the last 20 years, that can cause undue hardship, so isn't it true that some people believe you should have more mixed portfolios of debt?

MR. KOSKI:  I -- unfortunately, Mr. Garner, I don't think I can speak on behalf of other utilities and how they decide to fund their infrastructure.  Again, I can reiterate the point.  We believe this is -- matching the long-term debt with the long-term asset base is appropriate, and it gives the customers consistent and predictable rates.

MR. GARNER:  So you are not an expert in finance or economics or funding of debt, are you?  You haven't made a study of it, have you?

MR. KOSKI:  No, I have not.

MR. GARNER:  And are you applying a policy used by EPCOR Alberta?  Is that the policy that they've...

MR. KOSKI:  Well, I wouldn't say it is a policy.  It's our --


MR. GARNER:  It is what you do; would that be fair?

MR. KOSKI:  It's what we do, and we think it is a reasonable and prudent practice.  Correct.

MR. GARNER:  Fair enough.  Fair enough.

And, you know, as for your -- you say it is not elaborate, but as for -- and I take your point.  It is different.  Let's call it that.  Your way of creating affiliate debt.

Mr. Rubenstein pointed out to you the Board had a policy in 2009 that they developed; were you part of the development of that policy?

MR. KOSKI:  No, I was not.

MR. GARNER:  So did you read any of the arguments or any of the material the Board looked at when it developed that policy?

MR. KOSKI:  Yes, I've looked at some of the materials, yeah.

MR. GARNER:  The arguments?  Was your argument raised?  Was that, what you put forward, raised in any of that proceeding?  Can you tell me that with certainty?

MR. KOSKI:  No, I can't tell you that with certainty, Mr. Garner.

MR. GARNER:  So we don't know if your argument, the way you did things [audio dropout] things, the way -- has been well dealt with by the Board under a generic proceeding, that spends a lot of time, money, and effort on, and now that you'd abandon that for your theory?

MR. KOSKI:  So I think what we've put into the filing, Mr. Garner, is an approach that is a market-based approach.  I can't comment whether or not --


MR. GARNER:  You're a market-based approach, though; you're not an expert in that, though, are you?

MR. KOSKI:  Well --


MR. GARNER:  I mean, you didn't ask an expert to do that study for you; you did that study, didn't you?

MR. KOSKI:  No --


MR. GARNER:  Or you did that proposal?  I'm just asking, is there an expert behind that?

MR. KOSKI:  No, we didn't hire an expert to --


MR. GARNER:  Right.

MR. KOSKI:  But we do have a professional treasury team --


MR. GARNER:  Mm-hmm.

MR. KOSKI:  -- that is staffed with professionally trained corporate finance people.

So I think, as a treasury -- as a treasury practice for a company that issues public debt, we're well-versed in what appropriate underlying bank rates and how credit spread calculation works, so while, correct, I am not an economist, I guess that's what you would -- you might refer to as an expert, we are -- myself and my Staff are well-trained in the subject-matter.

MR. GARNER:  But as I've shown you, it's not apparent to me and you've not done a study that other Ontario utilities follow similar patterns of matching that you do?

MR. KOSKI:  No, we have not done a study.

MR. GARNER:  And so you don't know the reason they might or might not be doing that?

MR. KOSKI:  No, I can't comment on the other LDCs.

MR. GARNER:  That's fair enough.

Can we go to page 31 of my compendium and the -- this has got the, again, the shared-service stuff on it.

And there is a table, I believe, at page 31.  Yeah, this table, please.

And if we look at that column between 2021 and '22, where we see that big jump, I believe Mr. Rubenstein went through this with you, and Mr. Koski, maybe you can just remind me or correct me, that big jump occurs, am I right, because the cost allocation methodologies that were once in play prior to that were changed and adjusted, and so the way you allocate from the affiliate and the corporate were modified, and that caused that -- a shift in those costs.

Is that basically where most of that increase is coming from?

MR. KOSKI:  Sorry, Mr. Garner, can you just confirm which two columns are you looking at?

MR. GARNER:  Well, I'm looking at the difference between, see, 2021, we have a total of the services, and I take it these are your shared services going from 1171 and then 22 to 1550.

MR. KOSKI:  So, as explained in Exhibit 4, part of the change from '21 to '22 will be the methodology and that methodology change was just for the affiliate shared services.

MR. GARNER:  Just for the affiliates. Okay.

MR. KOSKI:  Yeah.  So for affiliate shared services we did move to a cost-driver approach.  And so that did have some puts intakes, in terms of some of the costs going up a bit and some of the costs going down.

Two other things happening though between the'21 year and the '22 year.  Some additional services were added as -- actually I'll bring you to the actual information in the exhibit.

MR. GARNER:  That's okay.  Could I just ask, Mr. Koski -- I can probably find this, but do you recall if there's a place in the evidence where the distinction between the additional cost and the adjustment for the corporate allocation is given?

MR. KOSKI:  Yeah.

MR. GARNER:  Is that kind of the -- figure given in the evidence?

MR. KOSKI:  If it's okay, Mr. Garner, I wouldn't mind finish answering your question.

MR. GARNER:  Oh, certainly, I didn't mean to interrupt, but that was where I was interested in going, but go ahead.

MR. KOSKI:  That's no problem.  So two other things happened in the '21 and '22 year, I guess as highlighted -- I guess we would refer to between pages 69and 73 of Exhibit 4.  Some new services were added in the'22 year for affiliate shared services, namely the regulatory service and the OTM SCADA support service.

MR. GARNER:  Right.

MR. KOSKI:  There were some additional services added, as well, at corporate, but the other item that happened, moving between those two years, if you refer totable 4.4.2-14 --

MR. GARNER:  Mm-hmm.

MR. KOSKI:  -- there was, unfortunately, an inadvertent error in the corporate asset usage fee that was charged from EUI to EEDO, and with the correction --of that -- that amount was approximately $100,000.  So with the correction of that item, the '22 actuals should have been approximately $100,000 higher.

MR. GARNER:  Thank you.  Was the cost allocation you say from the affiliates, was that done internally or did you hire an expert to do that?

MR. KOSKI:  It was completed internally.

MR. GARNER:  I see, thank you.

MR. KOSKI:  With respect to that, if you refer to the services that the affiliate is providing, and I will refer back to the appropriate page in the exhibit, so in Exhibit 4.4.2-6 -- actually maybe even a more appropriate table, 4.4.25.

For the majority -- a good majority of the affiliate services that are provided, there is a natural, what I call really good functional cost causation allocator to use.  So for things like human resources and health and safety, the head count allocator is a very logical, very natural allocation methodology to use.

And so we think that the suite that was determined for allocating the cost does provide a pretty good set of allocator for how time would actually be spent with these particular services being provided.

MR. GARNER:  But there was no outside opinion as to whether -- on its correctness or not?

MR. KOSKI:  No, we didn't.  We didn't do an outside study.

MR. GARNER:  When you say we didn't, Mr. Koski, it is late in the game to ask you this, but are you an employee of this utility?


MR. KOSKI:  Am I an employee of EEDO?


MR. GARNER:  Yeah.  Do you get your pay cheque from this utility?

MR. KOSKI:  No, I live and work in Edmonton.

MR. GARNER:  Right, okay.

MR. KOSKI:  So but I am the controller for the business unit that this operation rolls into.

MR. GARNER:  I see.  So your fiduciary duties are to EPCOR and to this utility; is that what you are saying to me?


MR. KOSKI:  Correct.

MR. GARNER:  And when are not -- when they are mutually exclusive, what happens then?

MR. KOSKI:  I don't find myself in a position of being mutually exclusive.

MR. GARNER:  I'm sure you wouldn't maybe but --


MR. KOSKI:  Well I --

MR. GARNER:  Who is the CEO of this company?


MR. KOSKI:  Of EEDO?

MR. GARNER:  Yes.

MR. KOSKI:  So, sorry, just one second.  So the CEO of EEDO would be Suzanna Robinson.

MR. GARNER:  She is not here today?


MR. KOSKI:  She is not on the witness panel.

MR. GARNER:  Who is the CFO of this panel?

MR. KOSKI:  The company doesn't have a CFO.

MR. GARNER:  I see.


MR. KOSKI:  So the most -- there is a senior finance role that is embedded within the utility.  The longstanding incumbent unfortunately is on long-term leave.

MR. GARNER:  Okay, so I'm quite aware of my time, and I know we ran behind a bit, and I want to try and help the Board make that up, so I want to move on relatively quickly to three other items and will try to get through them quickly.

I want to talk about DVAs now.  Mr. Hesselink, you are asking for a recovery of a DVA account for OEB cost assessments, correct?

MR. HESSELINK:  That's correct.

MR. GARNER:  Do you know why that account -- how's that -- do you know the origin of the account?

MR. HESSELINK:  I've read the letter of the origin of the account.  It is my understanding that there was a change in the cost assessment model for LDCs.

MR. GARNER:  Do you recall the Board then saying you set up the account until you rebase; is that your understanding of how -- what they said to do?

MR. HESSELINK:  I believe that's in the letter, yes.


MR. GARNER:  And then you didn't rebase, right, because of multiple things happening here this utility has not rebased?


MR. HESSELINK:  That's correct.


MR. GARNER:  And so you are asking rate-payers to pick up the fact that you haven't done that.  Did you choose to do that or did the board force you to do that?  Or how did that work?


MR. HESSELINK:  One quick correction.  We are not asking rate-payers to pick up for the fact that we rebased.  If we had rebased, we would be recovering those same amounts because the allocation for the OEB cost would have increased.

MR. GARNER:  I see.  Are rate-payers picking up an interest cost for that, since the rebasing period -- which would have been when, 2018?

MR. HESSELINK:  I believe 2018.

MR. GARNER:  Did you ask the board when you were rebasing about whether the account should stay open or whether it should be closed, or anything?  Ask for any directions on income?


MR. HESSELINK:  I don't believe there were any specific provisions regarding rebasing other than rebasing.

MR. GARNER:  When you calculate the balance in the account, a couple of things are happening.  The board I take it captured the difference between what a utility had set in rates originally for its cost recovery and then it changed its methodology, and then it said, well collect the difference and we'll then take a look at it.


When you made that calculation of the balance, two things are happening, aren't they?  I mean, each year you are having -- if you have any rate adjustment, your rate is being increased and capturing more money, right?  And you are getting more customers and more revenues.

Do you make any adjustment in that account for the fact that things haven't stayed the same since the time the account was set up in the sense of collecting monies to pay for OEB cost assessments?  Do you make any adjustments?


MR. KOSKI:  No, there is no specific adjustments.

MR. GARNER:  Thanks.  I want to talk about another account.  This is the tax account.


I just want to ask, Mr. Koski, you do this work for EPCOR, so maybe you are familiar.  Do they have a holus-bolus tax account that holds for some -- to always reconcile actual to forecast taxes?

MR. KOSKI:  Sorry, Mr. Garner, you are asking for --

MR. GARNER:  I'm asking your experience, like where you are Alberta, is such an account where one trues up to actual taxes, part of the rate regime that you are familiar with?

MR. KOSKI:  So the rate regime that I'm familiar with, our utilities in Alberta are not subject to tax so unfortunately I don't -- I don't have a good answer for you there.

MR. GARNER:  That is not an equivalence to that?


MR. KOSKI:  Correct.

MR. GARNER:  So you say you want -- you want this and if I'm misstating what you are saying please correct me.

You want this because it -- you can't control it; is that the idea?  I mean, you have this carry-forward and you are not sure what's going to happen and it is outside of your control; is that the idea?

MR. KOSKI:  I think the general idea, Mr. Garner, is the utility doesn't feel that cash taxes it something that the utility should take as a risk or reward, and to the extent the losses are used and cash taxes are paid, then it is appropriate to recover those cash taxes from customers.

MR. GARNER:  Tell me why.  What distinguishes that from let's say a customer forecast and the variation of customer forecast?  What's the distinguishing characteristic that I'm looking at?  That also changes, right?  You get more revenue, or less, depending on your customer account, you know, and all of that.  So what's the distinction I'm looking for to say those are two different -- totally different ideas?


MR. KOSKI:  Yeah, so, Mr. Garner --


MR. GARNER:  Mm-hmm.

MR. KOSKI:  -- I think the utility feels -- again, that taxes is not something that there should be risk or reward on is.

MR. GARNER:  Yes.


MR. KOSKI:  And partly -- part of the thing that we're looking at here, as well, is there is a loss carry-forward pool that the utility has.  That loss carry-forward pool has been created as a result of the utility under-earning for a number of years.

And so essentially the customers haven't had to pay the expenses that have led to the loss carry-forward.

And so from our perspective, we just believe it's reasonable that, to the extent that we do have cash taxes in this five-year period, that we should be able to collect them from customers.

MR. GARNER:  Okay, so would I be right or would it be fair to say that, if not for the loss tax carry-forward, were it not for that, I would not be asking for this account; would that be fair?

MR. KOSKI:  If it were not for the loss carry-forwards?

MR. GARNER:  Yeah.

MR. KOSKI:  We would have cash taxes payable and it would be part of the revenue requirement.

MR. GARNER:  But would you be asking for an account to capture the difference between actual and variances in the taxes then?

MR. KOSKI:  No, I don't believe so.

MR. GARNER:  So the carry-forward is the distinction that I should be focusing on.  Okay, that's fine.

Okay.  I want to now just talk a little bit about the implementation date here.  Now, there is a very -- as we point out, it was a very odd situation, Mr. Hesselink.

You filed this application on the basis of a May 1st implementation, correct?

MR. HESSELINK:  Correct, while electing to align our rate effective date with the fiscal year, correct --


MR. GARNER:  Right.  And then you found out that you really had an agreement which was partly embedded into a Board decision, but an agreement with the town not to do that until October; is that right?

MR. HESSELINK:  So we completed some limited diligence, I'll say, in order to try to confirm what that date was -- I referred to that yesterday as the inquiry with OEB Staff -- because it wasn't clear to us at the time whether or not we should be rebasing in 2023 or 2024.  It would be --


MR. GARNER:  Sorry, why the OEB Staff?  Why wouldn't your lawyer look at this?  Do you have an agreement or not with the town?  Do you have something in writing with the town?

MR. HESSELINK:  We do.  So we did not --


MR. GARNER:  So why do you need the OEB Staff for any of that?  You have a lawyer.  You've got legal services.  Did your legal service not tell you you have a legal obligation that you've entered into with this town?

MR. HESSELINK:  No, we elected to speak with OEB Staff instead to --


MR. GARNER:  Well, I'm not doing much service for that legal service then, am I?

MR. HESSELINK:  Actually I would disagree with that --


MR. GARNER:  I mean, I didn't, did -- I mean, really, I mean, we didn't, did we?  I mean, you purport to have a legal service.  You have a binding contract with somebody, and then you filed something not knowing that and you didn't have your legal people look at that?

MR. HESSELINK:  We believed --


[Multiple speakers]

MR. HESSELINK:  -- we believed our diligence was sufficient, and this came out later on, at which time our legal agreed with the Town of Collingwood's concerns.

MR. GARNER:  If you had known, if you had known or had understood that you couldn't change rates till October 1st, would you have filed the application for October 1st rates?  Like, would that be what your plan would be, is let's file for the day that we can get this in place?

MR. HESSELINK:  I can't say for sure, but our original plan was to stick with the typical days of rate-effective dates of January or May.

MR. GARNER:  Right.  Because now you have to change all of this.

Now, as my friend Mr. Rubenstein pointed out, you're seeking, I think it is just under 27 percent of a distribution and increase, right, for your residential class?

MR. HESSELINK:  I believe so, including changes in group --


MR. GARNER:  Right.

MR. HESSELINK:  -- 1 and -- or, sorry, group 2 deferral accounts.

MR. GARNER:  And then Mr. Rubenstein was making the point under your plan in January we have another IRM increase, right?  Of what we don't know it's going to be, but it's going to be something, right?

MR. HESSELINK:  Correct.

MR. GARNER:  Right?  And has the Board asked you to republish a notice to your customers as to the change that you have asked for, which is two rate increases within 60 days of each other?

MR. HESSELINK:  No.

MR. GARNER:  Do you think that's fair to your customers?  Do you think your customers, understanding today what you want to do, would be thrilled with that idea?

MR. HESSELINK:  I don't know if I could say that they would be thrilled.  They are gaining a benefit of us not changing our rates from May 1st, 2022 until October 1st, 20 --


MR. GARNER:  I don't see how they gained any benefit, right?  They had an agreement that you couldn't change rates until October.  So why did that turn into a benefit?  When I negotiate with somebody and they meet their agreement, that's not a benefit to me.

MR. HESSELINK:  We would have filed an IRM for May 1st, 2023 rates in the absence of this application.

MR. GARNER:  I guess if you had gotten legal advice.

So right now do you feel that you should be notifying your customers and telling them what the change is being in order for them to have an opportunity to weigh in on what's happened?

MR. HESSELINK:  Umm... I guess that could be an outcome of this application if that were to happen.

We don't have an confirmation that that is happening yet.  We don't have an application as of yet.  So I think it is a little preliminary to do so.

MR. GARNER:  Okay.  Thank you, panel.  Thank you for all those answers and for helping me understand this a little bit better.

Thank you, Mr. Chair.

MR. MORAN:  Thank you, Mr. Garner.

So the panel has some questions.  Commissioner Dodds?
Questions by the Board:

MR. DODDS:  Yes, thank you.  This is with respect to the allocations of costs, in-office costs and corporate and affiliate shared services are allocated to the utilities.

What is the basis for the allocation?  Like, is it based on size of the utility?  What are the parameters that govern the amount for the percentage of allocation to a specific utility?

MR. KOSKI:  Thank you, Mr. Dodds.  I'll just have Tim open up page 77 of Exhibit 4.

So Mr. Dodds, we have two different types of allocations here.  The first will be the bundle of services offered by corporate, and then the second will be affiliate shared services which are provided by the Ontario head company.

So this table here, 4-4-2-9, this describes the allocators that are used to allocate what we refer to as shared-service corporate costs.

So for each of the cost areas, the shared-service units in Edmonton have come up with a cost -- a cost causation or a governance-related driver.

And so depending on the type of service being offered, if there is a good and solid functional cost causation allocator to use, so for example, the human-resources areas in rows 7 through 10, they use head count, and head count is a good logical, almost direct cost causation allocator for services that human resources would typically provide.

So the table in 4.4.2-9 will describe all of the different cost allocation drivers that shared services from corporate are allocated to the subsidiaries for the portion of costs that are allocated.

The first step in the cost allocation from the parent company is, direct costs are identified, so if any direct costs are incurred by the shared-services areas directly for a business unit, those are allocated directly to the business unit.

Currently the only direct costs being allocated from EPCOR to EEDO would be the IT-related costs, so things for -- for things like licences, server space for application, these type of things.

MR. DODDS:  Okay, but is the amount based on the size of the utility?  Like, is there any difference if you have 100,000 customers and 20,000 customers?  Does that make any difference on the amounts or the percentages allocated?

MR. KOSKI:  Oh, oh, absolutely.  So I'll give you an example, Mr. Dodds.  On this table on 4.4.2-9, so for human resources it is based on head count, so EEDO's head count would be approximately 33.

So the way it will work is that 33 head count will be divided against the total head count for all of the businesses that the shared services provide service against, and the resulting percentage will be the percentage of costs for that function that are allocated to EEDO.

So using simple examples, if EEDO had 30 employees and the company, through the shared services, are providing service to the subsidiaries with 3,000 employees in total,  EEDO would get 30 over 3,000 or, you know, .1 of a percent of those costs.

So, yes, the size of the utility is taken into consideration, I'd say really with all of the allocators shown in 4-4 -- was 4.4.2-9.

MR. DODDS:  Okay, so does the -- like, what if a utility is in difficulty?  Say you've got a difficult utility with unusual circumstances.  Are there any times that there are exceptions made to those allocations?

MR. KOSKI:  I'm trying to think if I've seen that.  I'm not familiar with any sort of one-off exceptions that have been done.  Part of the -- the way that the methodology works is for this to be consistent and predictable, that one-offs, generally speaking, aren't considered.

So, but I can't say with certainty that that's never happened but I don't believe so.

MR. DODDS:  But on corporate affiliate shared services how does that work, on the same basis?

MR. KOSKI:  For the affiliate shared services I'll take you to a different table within Exhibit 4.  So Tim, if you could go to table 4.4.2-5 on page 69.

So, Mr. Dodds, the table is up there.


MR. DODDS:  Yes.


MR. KOSKI:  So how the Toronto office is allocating its costs for the service being provided to the subsidiaries in Ontario is following a cost-allocation methodology as well.  And where specific drivers have been chosen, again, to try -- to the extent possible, match up from a functional cost-causation standpoint, so things like human resources and health and safety, being headcount.


And for areas where there isn't a good and logical cost driver that matches up well with the services being provided, or if the services tend to be more governance and oversight in nature, we have decided to use -- or the utility -- the Toronto office has decided to allocate on a composite basis.


And what a composite is, it is an average of the revenues, assets and headcount of the particular subsidiary, and allocated it as such.

MR. DODDS:  So but the --


MR. KOSKI:  My apologies, Mr. Dodds.  Sorry, I was just going to finish the thought.


Again, these cost allocators will take into consideration the relative size of each of the subsidiaries that services are being provided to.  And the services will be provided to utility operations and non-utility operations.

MR. DODDS:  I thought I heard yesterday in evidence somewhere that there was some mention about income level, and so on, being one of the factors that considered. Was that true or I just misheard that, I guess?

MR. KOSKI:  No, you are correct, Dr. Dodds.

One of the corporate costs are allocated based on net income of the subsidiary, and that would be with respect to some of the PNGA areas, coming from corporate shared services.  So that is one of the cost drivers that a couple of the shared services units use as a cost allocator.

MR. DODDS:  But a utility itself, the management of the utility has no say or no option, no consideration to make -- to the head office around these allocations?

MR. KOSKI:  So the utilities can obviously provide suggestions into the head office.  But the group that will be deciding on appropriate cost drivers will be the corporate team, in consultation with regulatory, to come up with the allocators.


I will note that this cost allocation methodology is the same methodology that we use for the Alberta utilities, the same methodology that we use for our utility operations in B.C.  And so the methodologies and driver approach have been viewed by other regulators and is accepted.

MR. DODDS:  Thank you very much.

MR. MORAN:  Thank you, Commissioner Dodds.  I just have a couple of follow-up questions on your 30-year promissory note.  First of all, in the current promissory note, are there prepayment penalty or provisions in that note?


MR. KOSKI:  Thank you, Mr. Chair.  Yes, there are.  So consistent with our overall approach, these loans are entered into on a -- from a market-based perspective, and as is common, or I would say probably almost -- in almost all cases, market debt will have early payment penalties.

MR. MORAN:  All right.  And if the utility wanted to pay this promissory note off early, what kind of penalty are they facing?

MR. KOSKI:  So the penalty is usually based on the length of term left and a comparison against what the current borrowing rate is compared to the underlying borrowing rate when the debt was entered into.  Off the top of my head with the existing loans that are outstanding I don't have a good answer as to what those would be.

MR. MORAN:  And second question:  What provision is there for adjusting the interest rate?  You have provided what the current interest rate is for 30-year period.  Is that locked into the 30-year period or is there an adjustment mechanism?

MR. KOSKI:  So the debt that EEDO has entered into would be a fixed rate bullet debt, so the interest rate is fixed for the period.

MR. MORAN:  For the entire 30-year period?


MR. KOSKI:  For the entire 30-year period, correct.

MR. MORAN:  Those are all of my questions.  I understand, Mr. Koski, you are going to be stepping down, getting offer for good behavior, I guess, as we are getting ready for the second panel.

I think this would be a good time to take a break for 10 minutes and we'll come back at 2:50.
--- Recess taken at 2:37 p.m.
--- On resuming at 2:53 p.m.

MR. MORAN:  All right.  I think we're ready to resume.

Mr. King, I think you've got one new addition to your witness panel.  Would you like to introduce him and then Commissioner Dodds will swear him in?

MR. KING:  Certainly, Mr. Chair.  Joining the witness panel now is Mr. Andrew Blair from Elenchus, and he will be assisting the panel with the load forecast evidence.
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Andrew Blair; Affirmed.

MR. DODDS:  Thank you.

MR. MORAN:  Thank you.

Mr. King, do you have any direct exam?
Examination-in-Chief by Mr. King:

MR. KING:  I'm just going to ask Mr. Blair to adopt those portions of the evidence relating to load forecast.

So, Mr. Blair, were those portions of the application evidence, the updates, and all the interrogatory responses related to load forecast prepared by you or under your  direction?

MR. BLAIR:  Yes, they were.

MR. KING:  And do you adopt that evidence as your own in this proceeding?

MR. BLAIR:  Yes.

MR. KING:  The panel is ready for cross.

MR. MORAN:  Thank you.

Mr. Garner, I think you are first up for cross-examination on Panel 2.

MR. GARNER:  I don't think it's myself.  It is Mr. Harper, I believe.

MR. MORAN:  Oh, Mr. Harper.  Please.
Cross-Examination by Mr. Harper:

MR. HARPER:  Good afternoon, panel.  Good afternoon, Commissioners.  My name is Bill Harper.  Like Mr. Garner, I am a consultant for VECC.  My questions will actually be dealing solely with the load forecast.

Now, as I understand it, the load forecast that was initially filed with the application was revised during the interrogatory process, and specifically in Staff Interrogatory No.41; is that correct?

MR. BLAIR:  Yes.

MR. HARPER:  And maybe if you could go to the VECC compendium that is Exhibit K2.2, and it's PDF page 69.

Now, can you confirm that this table is an extract from that updated load forecast model?

MR. BLAIR:  Yes, it is.

MR. HARPER:  And this -- and this really represents the revised load forecast that was filed as a result of the interrogatory process, correct?

MR. BLAIR:  Correct.

MR. HARPER:  Okay.  Now, you don't probably have to turn to them, but the next two pages of the compendium include the load forecast values that were used in the revenue requirement work form and the cost allocation model that was filed with the settlement proposal.

And can you confirm that these same load forecast values were used in the settlement proposal?

MR. BLAIR:  That's right.

MR. HARPER:  And these would be the same load forecast values that have been used in developing the distribution rates that led to the distribution bill impacts that were discussed with Mr. Rubenstein yesterday and discussed with Mr. Garner earlier today?

MR. BLAIR:  Yes.

MR. HARPER:  Okay.  And finally, can you just confirm that it is this load forecast that EEDO is proposing should be used for setting the rates for 2023?

MR. BLAIR:  Yes.

MR. HARPER:  Okay.  Fine.  Thank you very much.

Now, am I correct that the load forecast for each of the residential GS less than 50 classes were each developed using a specific regression model?

MR. BLAIR:  Yes, separate regression models for each class.

MR. HARPER:  Right.  And in each class the model -- and for each of those classes the model included a variable which was intended to capture the impact of the Covid pandemic on that class's load in 2020 and subsequent years?

MR. BLAIR:  Yes.

MR. HARPER:  Okay.  Now, maybe if we look first at the GS greater than 50 class, and maybe this may not be as much for Mr. Blair as for the EEDO representatives themselves, but can you tell me what -- I think it's about 125 customers in the greater than 50 class?  Can you tell me what types of customers those are?  I don't need the names.  I am just wondering what types of businesses are they in and what do they do sort of thing.

MR. HESSELINK:  Yes, I can speak to that.  That rate class includes large industrial customers of the industries in the Collingwood and Stayner, Creemore, Thornbury areas.

There is also some, like, hotels and resorts that are included in there, multi-unit residential buildings that are -- that do not have suite metering services provided by EPCOR.  There's different stores, grocery stores, department stores, things like that.

MR. HARPER:  Okay.  No, that's fine.  I just wanted to get a general sense of what types of businesses were there.

And can you confirm that the Covid variable used in developing the load forecast model for this class really -- it was, I guess, a unitary variable which was set at 0.5 for March of 2020, set at 1.0 for April and May of 2020, set at 0.5 for June of 2020, and then really after that it was set at zero for all subsequent months used to develop the load forecast model; am I correct in that?

MR. BLAIR:  That's right.  Yes.

MR. HARPER:  Can you explain for me the rationale for sort of having those particular -- the values in those particular months?

MR. BLAIR:  The logic of the Covid variables is to account for Covid when consumption was [audio dropout] different because of the pandemic, so those variables account for the larger impact that occurred in those months, and particularly March -- this is sort of a full impact, but Covid started halfway through the month, so it's a full impact for half the month.  There is a large impact in April and May and then a smaller impact in June, and then it is a year after that.

MR. HARPER:  Right.  And so the view was that after June of 2020, while there may have been some impact, it was not material enough to have a significant impact on the loads for the customers in that class?

MR. BLAIR:  That's right, there is a similar variable that carries on the Covid to the future, and that we've selected the 2020 variable, the one that only used those four months for that class.

MR. HARPER:  I was going to ask, because we talked briefly about the values for the months, the historical months used to develop a load forecast model, and then actually for the forecast period, 2022 and 2023, again for that GS greater than 50 class, the Covid variable is set at zero for each of the months in those two years, correct?

MR. BLAIR:  That's right.

MR. HARPER:  Okay.  Now, if we turn maybe to the GS less than 50 class, and again, maybe this is more for the EEDO representatives.

What types of customers make up this class?  Would it be smaller businesses and retail units, as opposed to, I guess, it was the bigger businesses and retail units that were captured by the greater than 50 class?

MR. HESSELINK:  That's correct, it is largely --maybe not largely, but it is small business and, yeah, certain restaurants, anything that's below that threshold, that 50 kilowatt-hour demand threshold.

MR. HARPER:  Okay.

MR. HESSELINK:  And so just for context too, there are some multi-unit buildings as well and departments that would fit into that category based on their loading.

MR. HARPER:  Right.  They would be multi-units that would maybe just have a couple of units in there for -- under the 50-kilowatt range.

MR. HESSELINK:  That's right.  Yes.

MR. HARPER:  Okay, fine.  And then maybe now can you confirm that the Covid variable in the development of the load forecast model for this particular class again was set at 0.5 for March 2020, was set at 1.0 for April and May of 2020, and 0.5 for June of 2020, but then it was also set at 0.5 for the balance of 2020 and all of 2021 when it came to developing the model?

MR. BLAIR:  Yes.

MR. HARPER:  And I guess -- and why was there a particular difference made in this case?  Like, it's quite distinct from the variable used for the greater than 50 class.

MR. BLAIR:  Well, we tested both variables for both classes and found that the variable that continued Covid throughout 2020 and 2021 was more [audio dropout] significant than the one that did not include 2020 and 2021, and I would also note that consumption of the GS less than 50 class was lower in 2020, lower than in the year before, and then in 2021 it was up from 2020 but it was still lower than any prior year, so I think there is still some ongoing impacts of Covid, likely from people needing to work from home.

MR. HARPER:  Okay.  And when it came to the forecast years, I guess that would be 2022 and 2023, I think in the model you've set the monthly values for 2022 at 0.25, and then for 2023 you've set them at 0.125; is that correct?

MR. BLAIR:  That's correct.

MR. HARPER:  Okay.  And I guess, can we agree that, I guess, maybe -- I don't know whether you would agree or not, but my understanding is that the government restrictions on the business openings and sort of gatherings and stuff were generally all lifted by the summer of 2022?

MR. BLAIR:  Yes.

MR. HARPER:  So I guess I was just wondering what sort of led you to sort of continue to have Covid variables in there beyond that period of time and extending all the way through to 2023?

MR. BLAIR:  The load forecast was developed in April and May -- or, sorry, in March, April, and May of 2022, so it was just coming off of the government sort of reopening sort of on the heels of Omicron, sort of as that was subsiding, but it was still sort of in there.  It was really a function of when the forecast was developed.

MR. HARPER:  So you really weren't too sure where the government was going to go at that point in time, I guess, is maybe the honest -- is maybe the way to put it.

MR. BLAIR:  Right, the government and sort of Covid more generally, the impact that would have.

MR. HARPER:  Fine.  I think with that, that is actually all of my questions.  Thank you very much, panel.

MR. MORAN:  Thank you, Mr. Harper.  Mr. Sidlofsky, I think you are up next.  Are you ready to proceed?

Cross-Examination by Mr. Sidlofsky:


MR. SIDLOFSKY:  I am, and I have three questions.  Good afternoon, Mr. Blair.  First, I just want to confirm that the version of the load forecast that EPCOR is relying on here is the one that was filed on August 26th -- excuse me, August 25th of last year.  That was part of your updated models filed in response to Staff interrogatories, correct?

MR. BLAIR:  That's correct.

MR. SIDLOFSKY:  Okay, and that forecast relied on 2021 as the last historic year; is that right?

MR. BLAIR:  Yes.

MR. SIDLOFSKY:  And have you or has EEDO performed any test of the model against 2022 actual explanatory volumes and 2022 actual energy volumes?


MR. BLAIR:  We have looked at some 2022 data, up until July.

MR. SIDLOFSKY:  And for the rest have you used estimates or you've just maintained the 2021 data?

MR. BLAIR:  We looked at 2022 data compared to 2021 data, but still just relying on the 2021 data and this, the forecast that was filed on August 25th.

MR. SIDLOFSKY:  Do you have any plans to update your load forecast?  Or if there is more information available, more current information available now, would you be prepared to update that load forecast?

MR. BLAIR:  Yes, we'd be prepared to update the load forecast.

MR. SIDLOFSKY:  Could I take that as an undertaking from you?

MR. BLAIR:  Sure.

MR. SIDLOFSKY:  We'll make that J2.8.
UNDERTAKING NO. J2.8:  TO PROVIDE AN UPDATED LOAD FORECAST.


MR. SIDLOFSKY:  That may have been four questions.  I'm not sure, but those are all of them, so that's it for me.  Thank you, Mr. Blair.

MR. BLAIR:  Thanks.

MR. MORAN:  Thank you, Mr. Sidlofsky.  The panel has some questions?  Commissioner Dodds?


MR. DODDS:  No, I don't, but I have questions after the other submissions.  I don't have any questions of Mr. Blair.

MR. MORAN:  Sorry.  I just realized I just covered up the schedule and I think SEC is actually up next.  Sorry, my mistake.  Sorry about that.  Mr. Rubenstein.

MR. RUBENSTEIN:  Well, I don't have any questions so.

MR. MORAN:  I was being prophetic then, okay.  Thank you, Mr. Rubenstein.  I guess that comes back to you, Mr. Dodds.
Questions by the Board:


MR. DODDS:  Thank you very much.  Just questions in general to the panel, not to you, Mr. Blair, but to the other members of the panel.


EPCOR has a number of regulated utilities, I understand, in Ontario, Canada, and in the U.S.  This was -- if you look at all of those utilities EPCOR owns and manages, just take a guess.  What percentage of the asset value of EEDO would be with respect to all those other assets?  Anybody?  Just take a guess.  Is it one percent, two percent?

MR. HESSELINK:  Yeah, I don't have a guess for that.  I feel like that would be better suited for Mr. Koski, so we can provide that information.  I just don't have it readily available.

MR. DODDS:  It's not particularly germane but would you assume it would be fairly small compared to all the assets that you know about?

MR. HESSELINK:  Yes.

MR. DODDS:  Thank you.  That's what I was looking for.

And all of these regulated utilities, they would be at -- whether it is Ontario or the rest of Canada or in the U.S., they would be at greatest levels of return on equity depending on where they are in their rebasing; that would be right, would it not?

MR. HESSELINK:  Yes, there is certainly different rate structure, rate regulators and, yes.

MR. DODDS:  And -- this is sort of a leading question.  I think we'd all agree that EPCOR is well-qualified to manage and operate regulated utilities?


MR. HESSELINK:  Yes.

MR. DODDS:  Thank you.  I wouldn't expect you to say otherwise.


Just, although none of you were on due diligence with respect to Collus, but based on what you know now and some of the evidence you've given, would that diligence team, should they have considered Collus to be a chronically under-capitalized, poorly managed utility, with safety concerns and unreliable service?  In other words, a troubled utility?

MR. McCRANK:  Dr. Dodds, I'll take that question.

I think that the due diligence team, either -- as Mr. Koski alluded to earlier in the process, there is limited time, there is limited data, at the end of the day, for them to make the assessments that they can make on the utility.

I think that -- I don't know that they would have assessed that, but if you look at certainly at the statistics, and I'll just come back to those again and those benchmark being statistics that we referred to, net property plant and equipment per customer, OM&A per customer, FTE full-time equivalent employee per customer, those statistics come from -- we're pulling that off the OEB yearly -- what do they call those, I guess the yearbooks, the OEB yearbooks that come out -- since -- you can go as far back to I think prior even to 2010.

So, the data demonstrates the under-capitalization, if you will, or lower capitalization, certainly, in comparison to its peers, and when you look at that net PPE per customer basis.


So, you know, I think that that could have been an assessment from the MAAD team at the time, which is I think why they said, you know, we don't see any savings here on capital.

As far as -- you know, the utility -- I don't think we want to classify it as being poorly run at the time.  I think that EPCOR does have a different model in running a utility, and I describe it as, Dr. Dodds, that we have a different view on risk than perhaps other LDCs do.  And that's a management, a different management style.  I wouldn't -- I don't want to say that the previous management didn't have a good style, just I think a different approach to risk when it comes to things like safety.

And we can just point to the things that we have done at the utility over the past five years to get it to a standard of which we believe is appropriate, represents that we have a different risk tolerance.

I think that's to the benefit of the ratepayers, at the end of the day, that has a utility that takes the risk approach that EPCOR takes.

So, coming back to your original question around, I think the MAAD team did the best they could with the information that they had.  But truly, until you get in and start operating, rolling up your sleeves and operating and working with the employees and understanding the condition of the assets.  And it takes -- just in my experience, being here since 2019, it takes -- it takes that much takes that much time to truly understand the condition and risk associated with the utility.


And we've put forward, I think a rate case here with a distribution system plan that is  aiming to address that risk.

MR. DODDS:  But notwithstanding that, EPCOR is sophisticated.  You've made many acquisitions.  You know that risk is there, it's always there.  And you decided to take the risk.  If you were confident, then your projections for the OM&A and capital in your MAADs application should hold.

Like the -- when you do those acquisitions you are go on that taking risk.

What you are saying is that maybe was this a strategic purchase?  If you chose to take the risk, why should the ratepayers pay?  You took the risk.  You are sophisticated.  You had a DSP from Collus and you built on that DSP.  Why didn't that show up the fact that you needed more OM&A and more capital?  Like, that's not a rational or good explanation.

And was there any record showing that the utility was unsafe?  Operating in an unsafe manner?  You may have higher standards; that's fine.  But they were operating within standards, from what I can gather.  There is no evidence to indicate otherwise.

So in other words, EPCOR took the risk to purchase this.  It didn't turn out the way you wished or expected.


And my premise is, why should the ratepayers pay for that, you taking that risk, particularly if you went ahead with it anyway and perhaps on a basis that it was strategic?  You want to just purchase and you wanted to make your MAADs application successful.

I can understand that not everyone is qualified to answer my queries, I'm sure.

MR. McCRANK:  No, Dr. Dodds, it's a very -- I mean, it is a fair question to make.  I just come back to, I think that at the time, you know, the team that's doing that assessment working with the information that they have, the limited time that they have, can make their best assessment as to how they're going to operate that utility.

And I come back to saying that I think that the investments that we've made since taking the utility at a reduced ROE for the five years, we've taken losses on the utility as a business, recognizing that we would have this opportunity at the five-year to come back and set rates appropriately to what we believe is the appropriate rate mechanism or rate amount to operate this utility in a safe and reliable manner.

You know, you learn a lot through actual operation.  I think that's where we're at is, we have the real -- the real experience now in running this, and we know what it's going to take.  That's what we put forward.

MR. DODDS:  You see, that's not my concern.  My concern is, EPCOR is sophisticated.  You've made many of these purchases in other jurisdictions, and there's always a risk assessment.

In other jurisdictions down in the U.S. you deal with some very difficult regulators compared to the OEB.  Like, you chose -- EPCOR chose to take the risk.

With diligence, you should have known that there might be issues you didn't foresee, and that should have been projected in your -- or reflected in your submission for the MAADs application on a no-harm test, but you chose not to.

Like, finding out things after the fact, yes, that happens.  But you took -- you chose to take the risk.  You should bear the consequences of that.

MR. BURRELL:  Mr. Dodds, if I can say so, operationally speaking, I was here previous EPCOR and, in my perspective, anyhow, from the investments they've made is of the benefit to the customer.  You may not see it today or tomorrow, but they're going to see it long-term.  From pole replacements to conductor replacements to be able to have equipment for people to do the work with, I do believe that our customers are going to see the benefit of that.

MR. DODDS:  I'm not questioning.  I have no doubt about that.  Like, you are experts at it.  I don't question your capital expenditures.  I do question your OM&A.

I question, is it that necessary for an 18,000 customer utility -- I know you have to capture all your corporate overhead costs and so on, but maybe you should make an exception for this one.

Like, I think there was miscalculations in your purchase and in your projections.  And I know I'm repeating myself here, but why should the ratepayers assume that risk for those miscalculations?

MR. McCRANK:  Dr. Dodds, I guess just to answer it, I think the -- perhaps the reason why I think the ratepayers take the risk -- and I guess I don't look at it that way -- is I guess I'd rather look at it that the ratepayers benefiting from a company like EPCOR coming in with its governance, with its -- and it was alluded to earlier in the conversation, I know, that under the cross-examination of Mr. Garner with Mr. Koski there was a lot of discussion around the benefits of corporate services, and just in my observation, you know, I think that the employee base, the asset, has significantly benefited from the oversight provided by EPCOR, and it doesn't happen on day one.  It happens over the course of two, three, four years.

And in all facets, if we looked at those support service functions from HR with the ability to provide different training and development and retention programs, diversity equity and inclusion being a, you know, a very much a cultural aspect that has benefited the culture around the EEDO facility.


You know, Mr. Koski talked a lot about the treasury aspects, you know, the supply chain aspects, the -- you know, what we're getting with security and health, safety, and environment, you know.  That goes without saying that there's been many, many improvements on that front which make it safer for our employees and the public, and so the ratepayer is benefiting.

They were -- they were maybe carrying an undue risk in the past, and now I -- my argument would be that EPCOR coming in and what we've put forward with this rate filing, with this distribution system plan, with these costs, are appropriately addressing the risks that the ratepayer may or may not have known they had in the past; now we're looking to address those risks, which benefit them to have a reliable, sustainable, and safe operator going forward.

MR. DODDS:  I'm not questioning any of the benefits of mergers and acquisitions.  I'm very much in favour of it for all those reasons you cite.

My problem is EPCOR went in knowing, perhaps knowing that there were a lot of issues with this facility -- if that indeed was true -- was not operating safely, was not operating with good reliable service, it needed a lot of capitalization, needed a lot more OM&A.  But that wasn't reflected in your application in the MAADs.  That's where I have a problem.

And I think EPCOR, if knowing that and still put those projections forward, made a calculated risk, and they should bear the cost of that risk, not the ratepayers.  You can't keep avoiding that fact.

I don't question how good a job EPCOR is doing.  I know you are.  And I'm not questioning the value of mergers and acquisitions, because I'm a strong supporter of that.  But I'm not a strong supporter of taking a risk, either knowingly or unknowingly, and having it passed off to the ratepayers.

Hearing no answer to that, I'm not fully expecting you to answer it.  I'm not sure how this plays into the proceeding in the end, but I did want it on the record that EPCOR is a sophisticated company, and I know I'm repeating myself here.

You've made many acquisitions, and many of them, I'm sure, have been not what you expect them to be.  That's all part of the risk of purchasing.  But if it doesn't work out properly at first, then you shouldn't be expected to pick it up from the ratepayers.  You will eventually, yes, but not in the next rebasing.

MR. McCRANK:  Dr. Dodds, if I may -- and I certainly respect that viewpoint.  I think it is worth mentioning that, you know, for the past five years -- we have not achieved the deemed ROE, at our choice, that -- so we -- I guess, to answer your question, for this five-year period EPCOR has eaten, taken that risk, assumed that risk, incurred that risk.

We have had negative ROE for one or two years, and we've certainly had, you know, down in the low percentage, 2 percent, 3 percent of ROE.

So I'd like to suggest that EPCOR has assumed and taken on that risk on behalf of the -- and, you know, with the 1 percent reduction that we were -- that we had agreed to, 1 percent reduction in the rates that we had agreed to through the MAAD application process, that was the commitment at the time.  It wasn't, you know, come back to the MAAD application.  There was nothing binding within it.

Had there been something binding within it, that may have, you know, that may have, you know -- you know, perhaps that would have changed what EPCOR's risk assessment would have been at that time, but we can't -- you know, looking back five years, there wasn't something -- there was nothing binding, is my understanding, within the MAAD application that said that we had to meet those forecasts, that was -- that was to achieve the -- or to facilitate the no-harms test with the OEB and the stakeholders at the time, making the best use of the information at the time.

And for the past five years EPCOR has in some years taken a loss, certainly taken a bath, with running this utility, with the understanding that we had the opportunity to rebase at a five-year period, which is where we're at.

So I think the Collingwood customers from that standpoint -- we took that risk for that five-year period.

MR. DODDS:  Okay.  Thank you for your responses.

MR. McCRANK:  Thank you, Dr. Dodds.

MR. DODDS:  You are on mute, Pat.

MR. MORAN:  There we go.  I clicked it too many times.  Anyway, my apologies.

So just a couple of questions.  Thank you, Commissioner Dodds.

Mr. Blair, I understand that you were retained to help prepare the load forecast component of this application?

MR. BLAIR:  Yes.

MR. MORAN:  So you may be the best person, then, to answer some of my questions.

As, I think as everyone knows we are heading -- or already in a transition away from fossil fuels as we decarbonize the economy.  There are some proposals in this application to address distributed energy sources.

So first question.  What kind of uptake have you seen in the service area so far with respect to the distributed energy resources?

MR. HESSELINK:  I'll answer that question.  In our service territory there has been two large battery storage projects with two of our GS greater than 50 customers.

We currently have approximately 80 FIT and MicroFIT -- some of that is a little more historical -- and just under 10 net metering customers.


But we do have a lot of inquiries that we receive from customers, so not all of them have come into fruition.  Some are still speculative and in progress.

But those would be the connections that we currently have on our grid right know.

We are -- an example of some of the inquiries we are receiving is for, you know, multi-residential units where they would potentially be metered individually by EPCOR, as well with specific heating systems, sophisticated heating systems that would run off electricity.


So there hasn't been a lot of the specific uptake, but we are having those conversations.

We are anticipating that those will come more so down the road.  The nature of Collingwood's community is somewhat a secondary-home, vacation community for a large number of folks, so we tend to get some of that technology a little bit later.


But we are actively having those conversations with customers, and we're taking the opportunities to learn about it as they come up with our team in Collingwood.

MR. MORAN:  All right.  Thank you.  And to what extent has uptake been built into the load forecast?

MR. HESSELINK:  We didn't specifically include those considerations in the load forecast.  The load forecast was largely based on status quo.  And that is mostly because we don't have good data that indicates otherwise.

Do you want to maybe speak, Daryn, perhaps, about just the readiness for EV charging?


MR. MORAN:  I was going to come to EVs in a minute.  I was focussing right now on distributed energy resources.

MR. HESSELINK:  Sure.  Maybe we'll leave it at DERs there.  So we don't specifically have items built into the load forecast, taking that into account, just due to the uncertainty of it.

MR. MORAN:  Turning then to electric vehicles I'm sure as you know the federal government has now mandated that 20 percent of new vehicle sales by 2026 have to be electric and that gets ramped up to 100 percent by 2035.

Again, to what extent have you considered that in your load forecast?

MR. McCRANK:  So Mr. Chair, we haven't -- again, similar to Mr. Hesselink's answer, there is not a lot of reliable data at the moment that we can point to to use and justifiably put into the load forecast.


But I don't want to make that seem as though we're neglecting it, if you will, or neglecting the coming evolution to EVs, or everybody switching over to EVs.

We are certainly, just to switch gears and circle back to the DSP, if I may briefly, the investments we look to make and we have been making, the utility has been making and the utility has made prior to EPCOR in grid technology applications and grid technology infrastructure, is setting ourselves up to be able to manage the variability that will come with EVs.

We certainly expect that EV load patterns are going to change the way load behaves today.  We need to understand that.  We need to continue to work with industry to understand what that looks like and ensure that we're continuing to, you know, prepare for operations within that environment.

We also took on -- when we took on that NRCan Zero Emissions Vehicle Infrastructure Program, one of our intents of taking that on and acting as a delivery organization was to get our feet in the water, get into it and understand where these things are going to be popping up, what the business case is behind the electric vehicle claiming, public charging stations.  With the intent of trying to, you know, get in the game, get an understanding as to what the impacts are going to be so that we can better prepare ourselves.

All that to say that we are heavily involved in evaluating this stuff.  We are working on industry committees.  We work with our sister company, EPCOR Distribution and Transmission in Edmonton, that is also looking at this stuff.

When it is appropriate, I think we will, when we have an appropriate dataset, that's when we'll ensure that that is inputted into our load forecasting.

MR. MORAN:  What's your current understanding in of the uptake of electric vehicles in your service area?


MR. McCRANK:  Again, Mr. Chair, not a lot of reliable data on that front.  We certainly see it, and just to get very practical again, our Smart Map utility allows us to identify where EVs are purchased, and then people have installed chargers in their garages.

They don't have to let the utility know at this point, so we don't have hard data that says we have this many EVs in our community, but we have the intelligence now to identify where those EVs are being purchased and then where we may see the load increase in a particular neighborhood.


Obviously the purpose of that is to try and get ahead of it, if there is a distribution transformer that may become overloaded because three or four people go out there and buy a Tesla.

So we're not seeing it, I guess, at this point.  It hasn't created a step change enough in the Collingwood, Stayner and Creemore area to cause us any immediate concern.

MR. MORAN:  So you haven't, for example, surveyed electrical contractors to figure out how many charging stations have been installed residentially?

MR. McCRANK:  Mr. Chair, we have, as far as -- no, but we have worked with the -- we do have, obviously through the Zero Emissions Vehicle Infrastructure Program with NRCan, we do have a good idea of where public charging stations are showing up, and what the business case is behind them.

We work with the Town of Collingwood.  They have put in a public charging station, and we are constructing one with the Town of Collingwood right now at a different location.  But they have given us data, given us access to the data for the existing public charging station, and the usages is, I would classify it at this point as on the low side.

MR. MORAN:  Thank you.  The last area I want to touch on, then, is with respect to something that was mentioned in panel 1, about a subdivision of about 100 homes as I understand it, that is being added.


The question I guess is, does EEDO have any strategy of working with developers to -- regarding the electrification of new subdivisions, as opposed to the servicing jointly by gas and electricity?

MR. McCRANK:  Mr. Chair, we don't have any specific strategies on that front, other than to say that certainly, as an electric utility, electrification is in our interest, and so we, again, you know, try to make sure that our customers have as much information that they need to be able to convert.

We do offer the 200-amp service, which is identified as the service that can both then service a home's electrical needs as well as an EV charger, or having two EVs charging in somebody's -- at somebody's house.

So certainly we are encouraging electrification and trying to make sure that we're supporting our customers in making that transition.

If you looked at our website, we do have information on there about what a customer needs to do to take on an EV, and what they need to do and who they need to talk to as far as getting a charger permitted and identify the needs from a connection standpoint.

So, and again, coming back to our -- not necessarily with that subdivision in mind, but again, the purpose of taking on that role as a delivery organization, as a utility, was to facilitate this transition that we're all going through.

MR. MORAN:  I think my question is more focused on new development.  Presumably a developer has to work with you as an LDC when they're contemplating a new development, because everybody needs electrical service.

I'm just wondering if you're also having conversations with the developers of these -- of these new developments around the alternatives to servicing with gas, for example, cold-climate heat pumps and so on and having housing that's built, you know, ready for distributed energy resources and ready for EV-charging and so on.

Do you have -- I think you've said you don't have a particular strategy around that, but I just wanted to confirm more specifically.

MR. BURRELL:  Yes, Mr. Moran, you are correct.  We don't have a specific strategy with our developers.

Certainly when they approach us we make sure that we can provide the proper size service to be able electrically to handle these chargers as they come along, but no specific strategy or conversations with them regarding that.

If I may say, one of the developers who is doing a six-storey building in Collingwood has approached us.  They are going straightaway from gas, is their intent, all-electric heating and whatnot, so we are working with them to be able to provide full service to them for that, which I think we can do.

Myself and Mr. Hesselink are working with those folks currently to make that work, but that we see that as a way that more and more of these buildings are going to be going away from gas and taking advantage of full electric heat and air-conditioning.

MR. MORAN:  All right.  And last question on this point, I guess to you, Mr. Blair?  To what extent did you factor into the load forecast any uptake with respect to cold-climate heat pumps and as alternatives to gas servicing?

MR. BLAIR:  There is no consideration of that specifically in load forecast or a continuation of the weather impacts continue based on the last ten years.

MR. MORAN:  Thank you.  So those are all my questions.

Mr. King, do you have any redirect?

MR. KING:  I do not, Mr. Chair.

MR. MORAN:  Okay.  In that case, thanks very much to the witnesses for assisting us in understanding the issues today, as well as to Mr. Koski, who has departed.

We do have a couple of procedural matters outstanding.

Your request to extend by a week for reply submissions, we will provide for that.

There's also the question of a deadline for filing undertaking responses.  We are looking at February 24th as a deadline for that.  Does that -- would that work for you, Mr. King?  That allows the undertaking responses to be delivered the same day as your argument in-chief and gives the intervenors sufficient time to factor that into their submissions, or a couple of days before your argument in-chief.  I'm sorry, yes.

MR. KING:  I think that's fine, Mr. Chair.

MR. MORAN:  Okay, thanks.  Mr. Sidlofsky, is there anything else that we have to address at this time?

MR. SIDLOFSKY:  I don't believe so, sir, thank you.

MR. MORAN:  Okay.  Well, again, on behalf of the Panel, thank you very much to all of the witnesses and to all of the counsel, and as I say, it's been very helpful in helping us understand the shape of the issues here, and we look forward to seeing your submissions on this.  Thank you very much.
--- Whereupon the hearing concluded at 3:46 p.m.
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